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PROPOSITION

THE STATES are asked to decide whether they are afpinion -

(@)

(b)

(€)

to approve the proposals and structure of e Property and
Infrastructure Regeneration process as set ouaiagpaphs 3—12 of
the Report of the Council of Ministers dated 7thel@2010;

to approve the new Memorandum and Articlegssociation of The
States of Jersey Development Company Limited as osgt in
Appendix 2 to the said Report which fundamentadiforms the role
and remit of the Waterfront Enterprise Board Limiie accordance
with the arrangements set out in the said Repod; a

to authorise the Greffier of the States fad an behalf of the States of
Jersey to pass, together with the Treasurer oSthtes, one or more
special resolutions of the Company to adopt sucmdtandum and
Articles of Association.

COUNCIL OF MINISTERS
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REPORT
1. Introduction

The purpose of this Report and Proposition is &s@nt new proposals for structuring
the planning, development and implementation ofomajroperty and associated
infrastructure regeneration projects in Jerseyh wirticular reference to St. Helier.

The report also responds to recommendations fraanaber of reviews undertaken
since revised proposals were first made in Dece/2d@8 —

(a) The Corporate Services Scrutiny Sub-Panel's RepRaview into the
proposed establishment of the Jersey EnterprisedB¢&.R.9/2008), dated
12th June 2008.

(b) The Comptroller and Auditor General's Repdaterfront Enterprise Board:
Review of Corporate Governandg®.122/2008), dated 24th November 2008.

(© The Corporate Services Scrutiny Sub-Panel's Repmrt the revised
Memorandum and Articles of Association for Watentrd=nterprise Board
Limited (S.R.1/2009), dated 18th March 2009.

(d) The Corporate Services Scrutiny Sub-Panel's Rep®roperty and
Infrastructure Regeneration: The States of Jerseywdlbpment Company’
(S.R.9/2009), dated 2nd October 2009.

Since its inception the Waterfront Enterprise Bohntited (WEB) has performed

dual roles, perhaps due to a lack of clarity inrémit. It has been responsible for
creating the necessary Masterplans for the SteHeéWaterfront and also for

promoting and delivering the developments therebhese roles have created
conflicts. The proposed structure of The Statedavfey Development Company is
designed to separate these functions. Master pigmill be the sole responsibility of

the Minister for Planning and Environment and hiepatment. Translating

masterplans into workable and economically vial@eetbpment plans will require co-
ordination and political guidance, which will beethesponsibility of the Regeneration
Steering Group. Through this activity, the Regeti@naSteering Group provides a
guiding framework for the activities of the Statéslersey Development Company in
delivering a particular Development Plan.

2. This revised Report and Proposition

On 3rd November 2009, the States Assembly agresdtile Council of Ministers’
Report and Proposition (P.79/2009), which proposBae States of Jersey
Development Company, should be referred back fithéun information.

This referral back was largely based on the recomaaion of the Corporate Services
Scrutiny Sub-Panel within its report S.R.9/2009t treviews of various aspects of

WEB should be undertaken before the company becopastional. It was also clear

from the debate that there are a number of pemeptamongst members about the
performance of WEB which should also be assessed.
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Whilst the work undertaken by the Sub-Panel demnatest that the central features of
the proposition remain robust, it is clear thatetforts have been highly beneficial in
highlighting areas where the Proposition shouldtbengthened and clarified.

In accepting all the recommendations of the SukeRahe Council of Ministers
commissioned a second review from the external emypDTZ which aims to
address the main concerns of both the Panel atesStéembers generally. On 22nd
December 2009, the Chief Minister published thengeof Reference for this review
to States Members (R.C.143/2009).

DTZ's second review has been published separatelya aReport to the States
(R.67/2010). Whilst this Report very much standmsalin terms of its analysis of the
performance and benefits of WEB, it also identifeesumber of issues the Council of
Ministers believes should be included within a sed Report and Proposition.

The Council of Ministers believes that as a resiilthe work undertaken by the
Corporate Services Scrutiny Panel, the recommemtiatiof which have been
addressed by the second DTZ review, and issuesdrhig States Members during the
debate of P.79/2009, the Proposition has beengitrened and clarified.

The Council of Ministers has therefore lodged asey Report and Proposition in the
hope that this will bring greater clarity to thebdée. It must be stressed that the
changes proposed do not alter the central featfr&s79/2009. All the amendments
agreed at the time of debate have been retainecdtired changes are designed to
simply add to or clarify the original Propositiono trespond to various
recommendations and issues raised.

The Council Ministers believes that, in the intémfsclarity, lodging a revised Report
and Proposition is the most appropriate way to ripoate the required changes. The
main changes from P.79/2009 are set out below.

The Role of the Regeneration Steering Group

S.R.9/2009 identified the need to clarify the rofehe Regeneration Steering Group
in relation to both the company and the Ministar Toeasury and Resources. Whilst
not strictly part of the Terms of Reference, ttssmentioned as part of the DTZ
review. It is clear that there have been some missgtions and/or a lack of clarity
about the nature of the proposed Regenerationigge®roup, including —

(a) that the Regeneration Steering Group could be ssea shadow Board of
Directors overseeing the operation of the company;

(b) confusion over the role of the group in relationthat of the Minister for
Treasury and Resources, who would be politicallyoaatable for The States
of Jersey Development Company.

In response to (a), section 7 of this Report makedearer that the Regeneration
Steering Group is primarily concerned with transtmasterplans developed by the
Minister for Planning and Environment into workabded economically viable

Development Plans (as set out in section 10). ThgeReration Steering Group
therefore provides a guiding framework for the \asés of The States of Jersey
Development Company and, apart from receiving r@egwpdates and agreeing
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changes to approved plans, has no direct role ématipnal matters, which is firmly
for the Board of Directors.

In response to (b), and in common with other Statesed companies, it is the
Minister for Treasury and Resources who is politjcaccountable for the operation
of the States of Jersey Development Company adifieéenin section 12 of this
Report. In order to assist this process, the Menifdr Treasury and Resources will
appoint a non-executive Director to representrtisrests on the Board.

The Minister for Treasury and Resources has recenthmissioned separate work to
implement a best practice shareholder model forllydoovned States of Jersey
companies. This work will lead to a stronger, maotearly defined and proactive
relationship between the Treasury and States ovaoedpanies in the future, in
particular with regard to oversight of their boarsisategies and objectives. This work
will also lead to consistent arrangements beingrpptace across all such companies,
including The States of Jersey Development Company.

As part of these new arrangements, it is propdsattiie remuneration of all directors
of the States of Jersey Development Company isifsgdly voted on by the
Shareholder at the company’s Annual General Medg@M). This is regarded as
best practice and is consistent with arrangemeitksnaother wholly-owned States of
Jersey companies (e.g. Jersey Telecoms). In peactie annual report of the
Remuneration Committee will be specifically votesh @t the AGM by the
shareholder. In addition, changes to levels of executive Director’'s remuneration
and material changes to the level of remuneratibrex@cutive directors will be
approved by the Minister in advance. This change been included within the
proposed MoU afAppendix 1 and the Memorandum and Articles of Association at
Appendix 2.

In summary, the changes made within section 7 $eekake clear that the RSG
guides the company solely in the context an ageeBévelopment Plan, whereas the
Minister for Treasury and Resources is accounttdyi¢he operation of the company
in the context of its actions in the implementatidragreed plans and developments.

The activities of the States of Jersey Developr@amhpany

S.R.9/2009 identified a need for greater claritthwegard to the activities of SoJDC
and recommended a review of current activities W&l confirmation of those
activities that would be undertaken by SoJDC. $acti of the DTZ report clearly
identifies the main activities to be undertakenSnJDC and these are now included
within section 8 of this Report and Proposition.

Assets held by SoJDC

S.R.9/2009 identified the need to be clear aboeititkention that SoJDC would not
hold onto assets unnecessarily and recommended tigaiew of the assets currently
held could be beneficial in establishing the intam of the new company in this area.

DTZ has reviewed the assets currently held by WEB has proposed a set of
principles to guide the treatment of such assetsth® basis of these principles, DTZ
has recommended those assets that should be tetamk those that should be
divested by SoJDC. These recommendations are iedtlundsection 8 of this Report.
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Risk Management Regime and Project Risk Plans

S.R.9/2009 identified the importance of risk mamaget being active and transparent
and recommended that a detailed risk managemeimeednould be developed, which
included individual risk management plans. Secli@rof the DTZ review covers this

area and identifies that the key principles setioWR.79/2009 are supported by good
practices and more detailed processes within WEB.

In addition, the DTZ review identifies that WEB heallated these processes into a
risk assessment and management plan. In suppahispfDTZ has also included a

draft policy standard which the SoJDC Board wilhsinler further as a basis of its risk
management policy. This has been referred to whation 8 of this Report.

Asset Transfer Protocol

S.R.9/2009 identified the need for clear protodolsthe transfer of assets between
Jersey Property Holdings and the Company. Revisetbqols have been produced in
conjunction with the States Treasury and have Weeilewed by DTZ as part of its
report. DTZ has concluded that these protocols ideoan effective platform for
transfer arrangements relating to specific scheares assets in the future. These
protocols have been referred to in section 9.

Ability to Purchase Private Property

S.R.9/2009 identified the need for protocols far plurchase of privately-owned assets
by the States of Jersey Development Company. Thage been identified by DTZ
and are included within section 8 of this Report.

Financial and Manpower Implications

As part of the Chief Minister's response to S.RI8R the departmental resource
implications of this proposal were clarified. These included as part of section 20 of
this Report.

3. Proposals for Property and Infrastructure Regeneation — Objectives for
the States of Jersey

The Council of Ministers believes that in termsaalesired regeneration strategy there
are 6 primary objectives for the States of Jersbgse are —

. To ensure the primacy of the States of Jersey @ dgbvernance of
regeneration policy in Jersey and any associatepepty development
agency.

. To ensure the effective participation of the appmip Scrutiny Panel in

effective oversight of such governance.

. To enable a consistent and co-ordinated Island-afeoach to regeneration
which aligns with the current and future requiretsesf the Island

Page-6
P.73/2010



. To deliver a structure which is able to work witketprivate sector whilst
protecting the States of Jersey’s interests.

. To ensure a clear division of responsibilities kedw strategic planning,
policy, project management and delivery.

. To ensure that the Parish within which regeneraticeurs is fully involved in
the planning of the project.

4. Regeneration Zones

A Regeneration Zone is an area which will be subjecan area-wide strategy and
includes a collection of development sites. Byugrbf having an area-wide strategy,
it will have a Masterplan and a design frameworkade.

A Masterplan is a comprehensive document that setsan overall development
strategy for a defined area which includes botlsgme property uses as well as future
land development plans.

A Development Brief is a document to provide infatan on the type of
development, the design thereof and layout comégraelating to a particular site.

Each of the development sites within a Regenerdimme will have a Development
Brief which complies with the Masterplan and dedigmmework.

A Regeneration Zone is characterised as an aréndfwhere physical intervention
by States controlled bodies is required to bringuabong term physical, social and
economic benefits from change. Such areas are eadefas those that require
significant initial expenditure to provide essehtidrastructure. They will typically
include the provision of areas of public realm,lwgually be in multiple ownership
thereby requiring site assembly and result in rugdg occupancy.

The Island Plan, as approved by the States ofyleséléindicate Regeneration Zones.
The initial Regeneration Zones will include the EakAlbert Areas, the Esplanade
Quarter, the Airport and other St. Helier Regenenaf\reas. The Island Plan will also
include a mechanism to designate future Regenarafiones where it is felt
appropriate.

The Masterplans providing the details of each Regeion Zone will be approved by
the Minister for Planning and Environment, folloginconsultation with the
Regeneration Steering Group, as set out in theahagverleaf.

There will be ongoing maintenance costs associatéil the new areas of public

realm created as part of the Regeneration Zones.States of Jersey Development
Company Limited, described below, will establisfuading mechanism to meet any
ongoing obligation when completed public realnrésmsferred to Property Holdings.
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5. Structure

The structure proposed to satisfy the primary dbjesf the States of Jersey is
designed to —

. Ensure that the regeneration strategy is set byinester for Planning and
Environment and Regeneration Zones are adoptetebptates of Jersey via
the Island Plan process, in consultation with glevant Parish(es).

. Maintain the independence of the Minister for Plagrand Environment and
his Department from property development.

. Enable the Regeneration Steering Group (a sub-gaduthe Council of
Ministers accountable to the States of Jersey)rtwige a political steer
and/or guidance to the development of economiceailiyple Development
Plans for regeneration.

. Ensure the activities of The States of Jersey gveént Company Limited
are reviewed and reported on regularly to the Mémidor Treasury and
Resources, who is politically accountable for tperation of the company.

. Integrate the strategic planning and developmen$tates' property assets
with Island-wide regeneration projects.

. Minimise development and delivery risks.
A chart outlining the proposed structure and tHati@nships is set out overleaf: It is
important to understand that this is a compositartceummarising a number of

different relationships which will occur either ¢emporaneously or successively.

It is important to note that all bodies involvedthre proposed regeneration process
will also be open to scrutiny by —

. The Public Accounts Committee
. The Corporate Services Scrutiny Panel.
All scrutinising authorities will remain independeaf the Regeneration Steering

Group and The States of Jersey Development Compamiyed in order that their
respective positions will not be compromised.
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6. The Role of the States Assembly

The role of the States Assembilyter alia, is to —

. Determine the Island Plan and any amendments themmt the
recommendation of the Minister for Planning and iEomment — this sets the
framework for the regeneration strategy and desggnathe initial
Regeneration Zones.

. Appoint the non-executive directors of The Statéslersey Development
Company Limited.

. Hold the Ministers to account for the delivery ffieetive regeneration in line
with the States’ agreed strategy.

. Ensure that all elements of the process are opgmnegponsive to scrutiny.

7. Regeneration Steering Group (RSG)

The prime purpose of the Regeneration Steering [Gi®wio provide a political steer
and/or guidance in order to inform policy guidetirfer all major Public property and
infrastructure regeneration projects in Jersey.

The overriding objective of the Regeneration Stepfroup is to ensure that future
major Public property and infrastructure projects —

. Contribute to the future economic wealth of tharsl

. Enhance the quality of the Island's built environine

. Improve transportation links to, from and withirettsland

. Provide the necessary infrastructure to supporigahd private activities

. Encourage sustainable, green development

. Meet the objectives of the States Strategic Plan

. Enhance the individual characteristics of the Passand the individual

settlements within them.

As identified within section 11 of this Report, tlRegeneration Steering Group’s
responsibility is within the Development Planning oegeneration projects.
Translating Masterplans and Development Briefs gsed by the Minister for
Planning and Environment into workable and econaltyizviable Development Plans
will require a contribution from a range of Statéslersey Departments in addition to
advice from the States of Jersey Development Coynpself. Taking into account the
above objectives, the Regeneration Steering Grooyides political guidance and co-
ordination to the process of establishing Develaprians for Regeneration Zones.
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Having approved a Development Plan for a Regemeraone, this will be passed to
the States of Jersey Development Company who Kk tresponsibility for its
implementation. Through this activity, the Regetiera Steering Group provides a
guiding framework for the activities of The Statdéslersey Development Company in
delivering a particular Development Plan.

Other than receiving regular progress updates apdoging any changes to agreed
Plans, the Regeneration Steering Group has notdiesponsibility for operational
matters relating to the States of Jersey Develop@empany. Political accountability
for the operation of the States of Jersey Developr@mmpany rests solely with the
Minister for Treasury and Resources as set owtdticn 12.

Accountability

The Regeneration Steering Group will be accountablie Council of Ministers for
its activities.

Composition

The Group will comprise —

. The Chief Minister — who will chair the RegenerattBteering Group

. The Minister for Treasury and Resources

. The Minister for Economic Development

. The Minister for Transport and Technical Services

. The Connétable of St. Helier

. A co-opted Connétable for a Parish in which a maggeneration scheme is
taking place.

Relationships

The Regeneration Steering Group will take inputrfre

. The Minister for Planning and Environment.

. States of Jersey Departments, including the Econoiievelopment

Department for Socio-Economic issues and the Twmsgnd Technical
Services Department for infrastructure and trartSpsues.

. Jersey Property Holdings through the States Prypéan.
. The States of Jersey Development Company Limited.
. Stakeholder groups including Parish Roads Comnsittether commercial

associations and planning bodies as appropriate.
Scope of activities
The Regeneration Steering Group will —

. Co-ordinate the activities of a number of stratg@anning groups in both the
public and private sectors.
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Currently there are a number of strategic plannmgatives across the States of
Jersey which have a bearing on the regeneratigmopierty and infrastructure on the
Island. These include —

. The States Strategic Plan

. The Island Plan

. Input from the Economic Development Department oci&Economic issues
. The States Property Plan

. The Energy Policy

. Planned Infrastructure Investment

. Airport Operational Plan

. Harbours Plan

. Integrated Transport Plan

. Housing Needs Survey.

In order to avoid conflicting and counter-produetiactivity, it is essential that these
activities, in so much as they relate specificadlyproperty and infrastructure, should
be drawn together in an overarching delivery stpate

. Ensure the interests of the Public are protectedughout the promotion,
commissioning, and implementation stages of eacleqtr as it steers The
States of Jersey Development Company Limited aceives regular progress
updates from the company in respect of specifiesEs.

. Direct the activities of Jersey Property Holdingstérms of the release of
public sites for regeneration projects through t8gi@ Plans and Business
Plans.

By means of the Regeneration Steering Group, thdidPretains an interest in each
regeneration project throughout delivery.

8. The States of Jersey Development Company Limited

Building on the corporate structure already in &xise in respect of Waterfront
Enterprise Board Limited, the Council of Ministergishes to propose that a
restructured company, to be known as “The Statekerfey Development Company
Limited”, in conjunction with the private sectortacas the developer of property
assets currently belonging to the Public whereabset is not otherwise required to
meet States needs or where such properties argrahtéo the delivery of a
Regeneration Zone. The restructured company will, aiccordance with the
arrangements set out in this Report, continue ttiwites of Waterfront Enterprise
Board Limited in developing the St. Helier Waterfrdout will also purchase and
develop property assets that are required to agltey regeneration strategies of the
Regeneration Steering Group.

In addition to its continuing responsibilities ohet Waterfront which will be
discharged in accordance with arrangements seinothtis Report, the restructured
company would have the following new roles —
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D Acting as the developer of property assetsgdnjunction with the private
sector, currently belonging to the Public that Ereated within designated
Regeneration Zones and purchasing or enteringjamo ventures in respect
of third party properties where appropriate andessary to achieve a
cohesive regeneration strategy; and

2) Implementing and coordinating the developmeithiw Regeneration Zones
in accordance with approved Masterplans, Developniiefs and other
relevant guidance prepared by the Minister for Rlagnand Environment.

The prime purpose of The States of Jersey Develop@empany Limited is to act as
the delivery vehicle for property development foe (States of Jersey and is charged
with undertaking the following —

. Developing detailed development proposals for dige@rojects of major
regeneration of property and infrastructure witliegeneration Zones in
accordance with Development Plans approved by #geferation Steering

Group.
. Providing forward funding for preparing the detdidevelopment proposals.
. Procuring the services of appropriate design anéldpment consultants.
. Managing and developing detailed designs for sjgesities.
. Submitting detailed planning applications to thenidier for Planning and

Environment.

* Procuring and managing project implementation, egithia a joint venture
with a third party developer or direct.

* Providing quarterly progress reports to the Regsiar Steering Group in
respect of development taking place as part oigaeeal Development Plan.

Managing Risk

The objective of the States of Jersey Developmemigzny (“SoJDC”) is to deliver
projects in the most beneficial and risk averse mean The assessment and
management of specific risks to development wilirsuded within a Memorandum
of Understanding (MoU) between the States of Jeismyelopment Company and the
Minister for Treasury and Resources.

The States of Jersey (“So0J”) own prime real egateipally in St. Helier, on behalf
of the Public of the Island. Unlike regeneratioaas in the UK, SoJ does not need to
address market failures; however it needs to peofad the socio-economic needs of
the Island. There are a limited number of sitehiwilersey capable of development
unless there is further impingement into the cowie. These Regeneration Zones
will be nominated in the Island Plan. SoJ controigh land capable of development.
This significantly limits competitive risk.

To date, the States of Jersey has commissionedparcured all of its public
infrastructure directly rather than in conjunctiaith the private sector and given the

Page-13
P.73/2010



importance of the infrastructure concerned, andrigidpublic costs associated with
any delays or defects, these infrastructure wotksulsl be commissioned and
procured by the States of Jersey directly via SoJO@ costs and risks of delivery
remain with the SoJ but the value of the associated is enhanced by the delivery of
infrastructure and public realm provision.

There are a limited number of on-Island developeith the capabilities of
undertaking this large scale of regeneration. Bepee to date suggests that the
barriers to entry make Jersey a difficult placatiwact large developers from outside
of the Island along with concerns about externakligers’ commitment to Jersey.

It would be possible for SoJDC to manage a singiet jventure or consortium of
developers/contractors for large developments Bg ks this is delivered through a
transparent open tender process.

There may however be specific circumstances whenmild prove financially and
strategically beneficial for the SoJDC to undertakdevelopment directly in order to
fully control what is delivered and to take fullvamtage of the profits generated
thereon provided the risk is minimal.

SoJDC will use advanced financial and risk modglliachniques to enable the risk
profile of projects to be identified. The developrhenodel that delivers the most
appropriate risk profile and return will be follodie

There are a number of risk management and riskgatitin measures that will be
introduced and adhered to ensure that the Staté@sreéy is protected. These will be
set out in detail in the Memorandum of Understagdibetween SoJDC and the
Minister for Treasury and Resources which set theameters within which SoJDC
operates. Such measures include —

Planning — before any land transfer takes place betweemdpro Holdings and
SoJDC, the Minister for Planning and Environment sminave adopted the
Regeneration Zone within which the assets are édcahd approved the Masterplan
for that particular Regeneration Zone. This wilitharemove the planning risk of the
regeneration proposals and will enable a detailadning application to be worked up
within the parameters of the adopted MasterplanZextlopment Brief according to
the agreed Development Plan set with the RSG.

Infrastructure Works — no infrastructure works will be procured until degd
planning permission has been received on vacatedla®nment sites and detailed
financial appraisals support the development oktifeme.

So0JDC will commission and procure the provisionh# infrastructure in accordance
with SoJ capital project procurement and delivencpdures.

Sales- If it is proposed that a specific developmentnslertaken directly by SoJDC,
before committing to construction costs SoJDC hale to secure a sufficient level of
legally binding pre-sales or pre-lets to fund tohsts of constructing the first phase of
a scheme. This will remove part of the sales risk particular development project
and will ensure that there will be no financialbiigies relative to a particular
development’s construction costs.
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Pre-development Costs -all detailed design costs and fees will be fundeekctly by
So0JDC out of equity.

Development —SoJDC will procure development schemes in conjonctvith the
private sector unless there are specific reasons dicect development. All
development proposals will be subject to a traregarspen tender process

Phasing —SoJDC will phase large development schemes iftipedly feasible to do
so.

Design and Specificationr- SoJDC will ensure that every development propasal
fully designed and fully specified with bills of gutity. These documents will be put
out to the construction market for tendering thiédou

Construction — SoJDC will follow the SoJ guidelines and best practice in the
procurement of construction works. All constructiwarks will be open tendered. All
tenders must price the bills of quantity providgdSmJDC and must be a fixed price.
SoJDC will only enter into fixed price, fixed dedity construction contracts with third
party main contractors with good market and finahciedibility.

During the construction process a Project Managgrl@yed by SoJDC will monitor

the construction works. Monthly design team meeatif@y each construction project
will be held between SoJDC, the Project Managex,Gbntractor, the Architect and
the Quantity Surveyor in the same way as Statedeo$ey capital projects are
monitored and costs controlled.

Assessment of Risk Management

The second DTZ review has identified that, in agitteto the above risk management
techniques, WEB already has a strong risk managefmemework in place which
includes market demand assessments, the applicatisophisticated financial risk
modelling tools in assessing project feasibilityd aisk management matrices that are
used to manage non financial risks through theeptdifecycle. These processes have
already recently been collated by WEB into a riskemsment and management plan
which includes —

(a) A high level rating of the reputational, politicéihancial, human resource and
industry relationship risks encountered at the ifiél#tg, pre construction,
construction and post construction phases of piojec

(b) A more detailed two stage approach to analysingnitral risk at project
feasibility stage which references specific indpstiandard risk management
tools and methodologies including @Risk softwale, Hurwitz approach to
optimism bias and SWOT analysis.

(© A sample risk register to serve as a risk managetoehthrough all project
stages beyond feasibility.

In addition to the above, DTZ has suggested anaoeking policy standard, which
will be considered by the SoJDC Board once the cempany has been formed. This
is set out aAppendix 6.
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Accountability

Political accountability for The States of JersegvBlopment Company Limited, as
with other wholly owned States companies, restslgolith the Minister for Treasury
and Resources.

The States of Jersey Development Company Limitdéidewier into a Memorandum of
Understanding with the Minister for Treasury ands®eces to ensure that the States
of Jersey Development Company Limited minimiseksri® the Public and activities
are conducted in accordance with States of Jerseljcigs. The proposed
Memorandum of Understanding (s&ppendix 1) will take similar form to those with
other States-owned companies and will be finalesed agreed between the Minister
for Treasury and Resources and the company.

The States of Jersey Development Company Limited report progress on
developments on a quarterly basis to the Regenar&teering Group.

Structure

It is recommended that The States of Jersey Demwlap Company Limited is
established by restructuring the existing compangtéffront Enterprise Board
Limited whereby —

. the name of the existing company is changed to Ftates of Jersey
Development Company Limited;

. the current board of Waterfront Enterprise Boarthited initially becomes
the new board of The States of Jersey Developmamp@ny Limited,
subject to the substitution of non-executive diwextfor the current States
Directors in accordance with the recommendationshef Comptroller and
Auditor General;

. the current Memorandum and Articles of AssociatbiVaterfront Enterprise
Board Limited are replaced with those set ouAjipendix 2.

Composition

It is proposed that the Board of The States ofejeBevelopment Company Limited
shall in the future comprise —

. An independent Chairman

. A Managing Director

. A Finance Director

. A non-executive director appointed by the Ministier Treasury and
Resources

. Three non-executive directors with relevant finahcbanking, commercial

and/or property expertise.
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Scope of Activities

It is proposed that the scope of activities of Thates of Jersey Development
Company Limited should include the following —

. A remit for both public and private major propertglevelopment
implementation in conjunction with the private sect

. A requirement for all consultant and contractingviees to be openly
competitively tendered.

. The ability to engage in the utilisation of progeid be retained by the Public
for the purpose of investment / income generation.

The States of Jersey Development Company Limitell eantinue the existing
activities of Waterfront Enterprise Board Limitedaccordance with the arrangements
set out in this Report.

The DTZ report has provided a more detailed summéathe future activities of the
company and this is provided Appendix 4 to this Report.

Assets Held by The States of Jersey Development Cpamy

The DTZ review has identified that efforts shoulel imade to rectify a number of
anomalies with regards to the assets it holds whidlhallow SoJDC to focus on its
main purpose as a development delivery vehicle.rée&ommended by DTZ, The
following principles will be used to guide policy dolding assets in the future:

. There should be a clear exit strategy for all &sset

. In the future, the identification of costs for mtiming public realm etc
should be identified as early as possible withia dniginal scheme (i.e. at
planning stage).

. New infrastructure that would normally be capabfeadoption should be
transferred to the Parish and funded out of r&tes.other areas of public
realm within defined development curtileges, witlighter than usual
maintenance costs or carrying a contingent lighilgrovisions should be
made to capture contributions through estate sem@arges arrangements or
a commuted sum payable from WEB out of land reseipt

. Completed assets should only be retained by SoJD€enit is necessary to
maintain management control in order to supportriaeketing and sale of
new developments in the vicinity (in some cases thay mean retention by
SoJDC for a number of years).

. Once developments have been completed, they shoeulsbld in the open
market or if there a strategic reason for long-tenmership by the States,
transferred to SoJ at market value.

. Where assets are sold into the market, they shbgldsubject to an
independent valuation to ensure best value is Bhgeved.
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Appendix 5 sets out the main recommendations for currenttassdd by WEB in
terms of sale, retention by SoJDC or transfer iacBPH. These recommendations
will be progressed by the company.

Ability to Purchase Private Assets

The States of Jersey Development Company has flity &b purchase and develop
property assets that are required to achieve regeme strategies. Such purchases
will be subject to the following principles and fwools —

(a) All acquisitions of private, third party assets glibbe undertaken in the
context of a need to rationalise land ownershipsaasof a clear regeneration
strategy rather than as ad hoc opportunistic pseha

(b) They should not be pursued in preference to theisitign or transfer into
SoJDC of State owned assets that would satisfgdahee strategic objectives.

(© Proposed purchases should be subject to a busiasss approved by the
Minister for Treasury and Resources which sets that strategic and
commercial rationale.

(d) Acquisitions should be undertaken on a transpaens$ length basis.

(e) They should be negotiated on the basis of Open &faikalue and
underwritten by a third party valuer.

() Individual property transactions will be approvedtbe Minister for Treasury
and Resources and be subject to a published MilisEecision

(9) Compulsory Purchase should only be pursued as @ résort where
acquisition by negotiation is unlikely to succeed.

(h) Where compulsory purchase powers are requiredMinester for Planning
and Environment will be the acquiring authority aisdates Assembly
approval will be required. Once acquired througlOCthe assets can then be
transferred to SoJDC on the basis of the protom#stified in section 9,
below.

Governance

The States of Jersey Development Company Limitedldvoontinue to have all the
normal powers of a company including the powerug and sell land and the power
to borrow money. The States of Jersey Developmemnpgany Limited would
continue to be exempt from paying income tax in Hane way as Waterfront
Enterprise Board Limited on the basis that all psofvill be expended wholly and
exclusively to improve and extend public infrasture and works for the good of the
Public of the Island.
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9. Jersey Property Holdings

Jersey Property Holdings (“*JPH”) acts on behalftted Minister for Treasury and
Resources as the holding body and corporate estateragement function in respect
of all Public property. In that context JPH is aely engaged in developing strategic
plans for the more effective utilisation of pulgimperty assets to support the delivery
of improved public services in financially sustditeaccommodation.

It is essential that these activities are fullyegrated with the proposed Island-wide
regeneration, planning and development.

JPH will seek to co-ordinate its inward investmenpublic assets used by States of
Jersey departments with that of The States of yédseelopment Company Limited

by releasing assets where the property or the \afltiee asset is surplus to States of
Jersey requirements and which fall within desigha®egeneration Zones to The
States of Jersey Development Company Limited tdlenageneration projects and,
where appropriate, acquiring private property asseeded for regeneration schemes.

Assets will be transferred at open market valugestilio recognising the cost of
providing significant upfront infrastructure cosiad public realm. In this case the
Minister for Treasury and Resources may agree gdrimsfer of assets from JPH to
The States of Jersey Development Company at lessdpen market value or on a
deferred payment basis.

Once a Regeneration Zone has been approved bytdtes S\ssembly via the Island
Plan process and the Masterplan for such Regeoeiabne has been approved by the
Minister for Planning and Environment, any Statesiperties within that particular
Regeneration Zone, where the property, or the vdieesof, is not required by the
States, or the property is needed to be develapeeéliver the socio-economic needs
of the Island, will be transferred by JPH to Thet& of Jersey Development
Company Limited.

A protocol has been developed which will be usedume the transfer of property
and this can be found Appendix 7 of this Report.
10. The Minister for Planning and Environment and hs Department

The key planning roles for the Minister for Plammimnd Environment in the
regeneration process are —

. to propose areas that will be designated as ReggmerZones within the
Island Plan process;

. to prepare and approve Masterplans and DevelopBrgls for sites within
Regeneration Zones;

. to consult with the Regeneration Steering Groupthe preparation of
Masterplans and Development Briefs;

. to determine planning applications submitted inpees of development
proposals.
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This process is described in greater detahppendix 3 which outlines the protocol

for the role of the Minister for Planning and Emviment. Under the Planning and
Building (Jersey) Law 2002, the Minister for Plamgpiand Environment with advice
from officers, has the duty to prepare longer tptams for the development of land on
the Island. As a result of this duty, the Ministeill prepare a Masterplan and
Development Briefs for each designated Regenerafione and sites within a

Regeneration Zone.

Once approved, these Masterplans together with IDpweent Briefs for the
Regeneration Zones will be used to progress ddtdideelopment schemes.

The Minister for Planning and Environment also haduty under the Planning and
Building (Jersey) Law 2002 to determine applicadiéor development proposals. The
schemes which emanate from the work of The Stdtésreey Development Company
Limited will need to go via this route and plannjpgrmission sought.

Once planning permission has been sought for spatdfrelopment proposals, there
will be no further involvement in the planning pess by the Regeneration Steering
Group or other political members as this will be fole responsibility for the Minister
for Planning and Environment.

11. The Regeneration Process

The proposed regeneration process is fundamentiiytical to a typical property
development process with the addition of the neeeéstablish overarching policy
guidelines and master-plans within which site-diieg@ilans may be developed. This

leads to a succession of inter-related activitigh thhe following phases —

Responsibility of the States Assembly:

. Approving the Island Plan — which identifies Regeneration Zones.

Responsibility of the Minister for Planning and owment:

. Strategic master-planning— developing the major environmental and socio-
economic planning objectives in order to estabtigar policies and political
direction for property and infrastructure regenerat This leads to a
Masterplan for a defined area.

. Master-planning — developing an overall development strategy fdetned
area which includes both present property uses el as future land
development plans.

. Development Briefs— developing a brief which provides information the
type of development, the design thereof and laymumstraints relating to a
particular site.
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Responsibility of the Regeneration Steering Group:

. Development Planning — the development of economically viable
Development Plans to meet the objectives of the tédplns and
Development Briefs.

Responsibility of the States of Jersey Developn@arhpany:

. Design development -the development of detailed design proposals fer th
redevelopment/regeneration of specific sites.

. Promotion — the promotion of specific site proposals through fhHanning
process to secure relevant development permissions.

. Commissioning — the entering into of a construction contract with a
independent contractor, the procurement of a dpwedmt partner or the
disposal of a site to a developer able to finanoel amplement the
development.

. Financing —the provision of risk finance to procure the impéatation of the
development.

. Implementation — procurement and management of the constructiormhef t
development.

. Utilisation — marketing and securing occupiers for the completed
development and the overall investment interestrevappropriate.

12. Role of the Minister for Treasury and Resources

In parallel with the adoption of new Memorandum @umticles of Association for The
States of Jersey Development Company Limited (“S&3J2xhe Council of Ministers
recognises that it is appropriate to have politimainmitments for the Minister for
Treasury and Resources, who would be politicallgoaatable for SoJDC under the
proposed arrangements.

In overview, the role of the Minister for Treasuagd Resources is to maximise the
long-term value of the States’ interest in SoJD@ tnensure that SoJDC operates in
accordance with the agreed policies of the Stdtésrsey.

In order to promote accountability, transparencg awareness the commitments of
the Minister for Treasury and Resources are asvisl-

. To bring relevant States’ decisions to the attentibSoJDC directors.

. To approve the key elements of SoJDC Business(iflaluding consolidated
accounts, whilst observing commercial confidertyaland ensure that they
are presented to the States annually and als@tedlsvithin the Treasury and
Resources Business Plan.
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. To establish appropriate arrangements for oversifif8oJDC and, through
these arrangements, keep under review the actibtiee wompany, ensuring
that they are in accordance with States policiesdatisions.

. To keep abreast of the latest developments at So#DEuring that the
Minister is able to respond in an informed manrerqtiestions by States
Members.

. To publish Ministerial Decisions relating to progetransactions, or in the

event of the issuing of a Direction pursuant toiddt22 of the proposed
Articles of Association of SoJDC, or in relationany other matters on which
it is necessary for the Minister to take decisions.

. To ensure that Ministerial Decisions relating taJSG are subject to a fifteen
day ‘grace’ period in order to allow for sufficietnansparency and scrutiny.

The Minister for Treasury and Resources will appaimon-executive director to the
board of SoJDC, who may be a States Member, tesept his interests on the board.

13. Review of Corporate Governance of Waterfront Eterprise Board
Limited

Members will recall that following debate by theat®s Assembly on the Esplanade
Quarter in July 2008 the Comptroller and Auditom&el was requested to review the
Corporate Governance of Waterfront Enterprise Baardted (“WEB”).

The aim of the review was to examine how WEB reddtedecisions concerning the
proposed development of the Esplanade Quarter. Chmptroller and Auditor
General wanted to establish whether the propers rafecorporate governance had
been established and applied by WEB in this ingtahte also wanted to ascertain
whether WEB had the required arrangements in ptacescognise any potential
conflicts of interest. The final aspect of the sswviwas to ensure that the board of
WEB had gathered all commercial evidence and adhigewas available to the board
and that the board's decisions had been basedthigon

The Comptroller and Auditor General completed lesew which was published on
24th November 2008.

Summary of Findings
In summary, the Comptroller made the following firgs and recommendations —

. That WEB is in compliance with normal corporate gmance practice

That WEB should recruit a professional companyetacy

That WEB should be accountable to a single Minister

. That —
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D the position of States Director currently efrsdbd in WEB's
Memorandum and Articles of Association should EEdntinued;

2) States Members should not ordinarily be memb&rd/EB’s Board
unless they serve as representatives of the Spogddmister.

. That accountability arrangements should at leastidte the following —

D the Sponsoring Minister should be accountabl¢he States for the
oversight of WEB's activities;

2) where appropriate, the Sponsoring Minister'siglens in respect of
WEB (for example, approving proposed transactiosispuld be
recorded in the form of Ministerial Decisions. Dsons would
therefore be in the public domain so that Statesnbes would be
able to subject them to such scrutiny as they thpyropriate;

3) the Sponsoring Minister should be responsilde laying WEB's
annual report and accounts before the States flyrmvaken received.
Members of the States would therefore be notifiedhe results of
WEDB'’s activities and thus have another opportutotgubject them to
scrutiny.

. That WEB’s Memorandum and Articles of Associatidrosld be reviewed
and then revised thoroughly.

Members have had concerns about the need to ethstithere is appropriate political
accountability for the activities of WEB and thatBE® has an awareness of the
political will which ought to, and does, govern ttievelopment and use of designated
Regeneration Zones which are so significant forskend.

The structure which is put in place for The Staiedersey Development Company
Limited must provide a practical basis on whichspes outside of the States of Jersey
will be prepared to serve as non-Executive Directfithe company.

14, The withdrawn proposals for the Jersey Enterpise Board (P.194/2007)

Members will recall that on 19th December 2007 pdrReand Proposition was lodged
au Greffe which recommended the establishment okw property development
company called the Jersey Enterprise Board (“JERie proposals recommended the
establishment of a Regeneration Task Force whichldveeport directly to the
Council of Ministers and provide the political leaship and direction needed for the
regeneration of St. Helier.

Subsequently, the Corporate Services Scrutiny Paavidéwed these proposals and
published its Report on 12th June 2008.

Following the publication of this Report, and imgHt of the comments and
recommendations made by the Scrutiny Panel, thencloof Ministers withdrew its

proposals for the establishment of the Jersey gnser Board in order to undertake
further research and to provide greater claritpresenting proposals for directing the
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planning, development and implementation of majoppprty and associated
infrastructure regeneration projects in Jersey.

In developing revised proposals for a new propatgwelopment company the
considerations of the Corporate Services ScrutanyePwith regard to JEB have been
taken into account, together with the recommendataf the Comptroller and Auditor
General in his report “Waterfront Enterprise Bodiichited: Review of Corporate

Governance”.

The proposals were also subject subject to a imd¢pendent external review by
property funding experts DTZ, principally from kaowledge of structures in the UK,
and their first report is attached Appendix 8. The report reviews the proposals,
evaluates the proposed structure against alteenaiructures in the marketplace,
provides a critiqgue of the benefits identified asdmments on the original
observations of the Corporate Services ScrutinePan

As part of its first report, DTZ has identified awmiiscussed issues where it was
thought the proposals required clarification or adment. The report identifies these
issues, along with an explanation as to how theyaddressed by this proposal.

In overview, the Report is supportive of both tliegmsed structure and the benefits
identified as part of the proposal. One of the lssyes raised and discussed has been
that of exposure to risk. DTZ has identified tha¢ proposals provide the option of
SoJDC accepting more risk than might typically beepted in the UK context. This
particularly relates to circumstances when SoJD§ umalertake direct development.
Having reviewed this in the Jersey context and wébard to the risk mitigation
processes which form part of the proposal, inclgdiaction 8 and the MoU with the
Minister for Treasury and Resources, DTZ have aahed that there is a case for
SoJDC retaining more risk than would be typicaltive UK. It should be noted,
however that the proposals within this propositeme designed to ensure that no
significant risks are taken by SoJDC and that innatances risks are controlled and
mitigated.

15. The revision to proposals for The States of Jeey Development Company
(P.79/2009)

As identified in section 2 of this Report, on 3rabwember 2009P.79/2009 was
referred back for further information, largely dretbasis of the recommendation of
the Corporate Services Scrutiny Sub-Panel and pgoos amongst members about
the performance of WEB.

Whilst the work undertaken by the Sub-Panel dennatest that the central features of
the proposition remained robust, it was that theeee areas where the proposition
required strengthening and clarification.

In accepting all the recommendations of the SuleParmreport, the Council of
Ministers commissioned a second report from DTZréview WEB and make
recommendations. This work has identified a nundbféssues that, in the interests of
clarity, should be incorporated into the Report Bnoposition.
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Whilst the proposed changes simply add to or peogckater clarity to the proposal,
the Council of Ministers believes that amending dhiginal proposition (which itself
is ‘as amended’) would have been unwieldy and diffito follow. The Council of
Ministers has therefore produced this revised Repod Proposition, which it is
hoped will be clearer to Members.

16. Responding to the Corporate Services Scrutinyapel

The proposed Establishment of the Jersey EnterprisBoard

In January 2008, a Sub-Panel of the Corporate &\&crutiny Panel was formed to
examine the proposed establishment of the JersésriEise Board, its remit and

terms of reference, the proposed interaction with States Property Holdings
Department; the Regeneration Task Force; and WatgrEnterprise Board Limited

and to consider any further related issues thalP#re| considered relevant.

The Sub-Panel identified the following issues —

. Are the objectives of JEB clearly set out?

. Is JEB an appropriate vehicle to meet the objests&t and to ensure effective
regeneration?

. Is the mechanism being used to establish this keeppropriate and correct?
. Are the remit and terms of reference relevant eodhjectives?

. Are both the remit and terms of reference expdind properly understood?

. Is the role of JEB an appropriate one for the Stdtepursue?

. Do any constraints exist, whether internal or emtdy which may preclude the

success of the proposal?

The Scrutiny Sub-Panel Report included the foll@virobservations and
recommendations (the Council of Ministers resporfieéew each recommendation
and are shown in bold below) —

“Whilst the Sub-Panel recognises the importancestéblishing a clear structure for
the development of surplus States property it tsabte to support the proposition as
currently made.

In the Sub-Panel’s opinion the rationale behind blasic proposition is unproven; the
proposal appears unduly rushed, lacks clarity imamber of areas and has the
potential to expose the States to far greater thisk other approaches.

To that end the Sub-Panel recommends that the spoabthis proposition should:

a. Revisit the analysis of options contained in ecember 2007 Report
supporting the proposition and the conclusions hesctherein as to the best
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vehicle seeking in particular evidence of other rapghes to public/private
partnerships.

The options contained within the December 2007 repbhave been re-
analysed. It is still considered that the States caobtain best value by
controlling all elements of the regeneration and r@evelopment process.
Paragraphs 3-12 of this Report set out the proposeckvised structure
detailing how this is to be achieved and how the &kes retain control and
approval of the regeneration and property developmet process.

b. As part of the analysis in (a) consider, in parar, the benefits of transfer of
legal interests in property between Property Hojgirand JEB as the Sub-
Panel does not consider this case has been propmdyle or indeed
considered.

Given that most regeneration projects require upfrat infrastructure
works and/or remediation before a site can be dewgbed, it may be
necessary to transfer the legal title of the propdy at the outset in order
that external funding can be obtained for the aforenentioned works.
Before any commitment is entered into in this regat the States of Jersey
must have considered and approved the proposals dhe particular
regeneration project.

C. Reconsider the roles of the various organisaigroposed, testing, in
particular, the rationale for and value for monef/ the Regeneration Task
Force, the specific role of which needs defining, which appears to overlap
with both the Planning Department and JEB with domsequential risk of
frustrating progress.

Under the revised proposals there is no overlap andoles and
accountability are much clearer.

d. Identify specifically the benefits which ariseni the formation of JEB rather
than any other model and how the risks identified.R.5 and 4.2.6 above can
be mitigated.

Under any other structure the States of Jersey wodlstill be exposed to
the residual risk of non completion of a project. here are a number of
ways to reduce the risks identified in the Scrutinyreport. These include
inter alia —

. regular monitoring of local market data on prices/rents, demand,
supply and government policy;

. regular monitoring of UK, EU and global market trends;

. performing full development financial appraisals to assess the
profitability of a particular development;

. undertaking scenario analysis on development appraals — in
particular the costs and values to assess whethedavelopment is
financially viable under the worse case scenario;
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. entering into pre-sale/pre-let agreements before aumitting to a

scheme;
. entering into fixed price construction contracts;
. requiring the contractor to provide full latent defects cover;
. requiring the contractor to provide adequate performance bonds;
. requiring adequate retentions from the contractor;and
. selling units “off-plan” during construction.

These risk mitigation measures will form part of a comprehensive
Memorandum of Understanding between The States of elsey
Development Company Limited and the Minister for Treasury and
Resources.

e. Ensure that any proposals set a framework whpiolrides sufficient flexibility
for the States to respond to development oppoiégniih a way which is both
fit for purpose and enables clear quantification regks involved in each
project.

The revised proposals as set out in this Report pvide clear lines of
accountability, reporting, approvals and direction from the States of
Jersey as a whole and the Regeneration Steering G as the responsible
political reporting body .

f. Review the effectiveness of the Waterfront PBrissr Board to date in
achieving its objectives.”

WEB produces annual Business Plans which set out éhCompany’s
objectives and against which its performance is métored. WEB also
produces 5 year revolving objectives on an annuakisis

Waterfront Enterprise Board: Revised Memorandum andArticles of Association

The Council of Ministers lodged“Waterfront Enterprise Board: Revised
Memorandum and Articles of AssociatiofP.12/2009) earlier in 2009. The purpose
of this proposition was to amend the compositiorthef Board of Directors of WEB
and, in particular, would remove States Directoes Gtates Members) from the board
in line with the recommendations of the Comptro#led Auditor General.

The Corporate Services (WEB) Scrutiny Sub-Panetegbently reviewed P.12/2009
and published its report on 18th March 2009 (SZQ9). The Panel's key findings
were that —

. “The proposal to remove States Directors from thea8l of WEB can, in
itself, be justified and is consistent with prewodecisions of the States
Assembly.
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Any new plans for WEB will need to be monitorecefidly to ensure there is
an appropriate balance between the maintenance ofmngercial
confidentiality and a sufficiently high degree mirtsparency”.

The Scrutiny Sub-Panel report included the follayiecommendations (the Council
of Ministers' responses follow each recommendadimhare highlighted in bold) —

An Oversight Committee of WEB, consisting of Stétembers, should be
established.

Given that the proposed Regeneration Steering Groups composed of
6 (possibly 7) States Members, it would be for thigroup to provide
oversight and a political steer to The States of dsey Development
Company Limited (“SoJDC”). In addition, the Public Accounts
Committee and the Corporate Services Scrutiny Panetould also play an
important role in the scrutiny and oversight of theactivities of SoJDC.

Further clarification should be provided on the eoto be played by the
Ministerial Appointee.

The Ministerial Appointee would represent the inteests of the Minister
for Treasury and Resources, which are clearly outlied in section 12 of
this Report. The Ministerial Appointee would report to the Minister for

Treasury and Resources.

Ministerial Decisions relating to WEB should be @ab to a fifteen day
‘grace’ period in order to allow sufficient transpency and scrutiny.

This recommendation forms part of the proposed roleof the Minister for
Treasury and Resources as outlined above.

The remit of the Comptroller and Auditor Generalréation to WEB should
be widened.

The Public Accounts Committee lodged a PropositiofP.54/2009) which
was approved by the States Assembly in June 2009 carput this
recommendation into effect.

WEB'’s annual accounts should be formally presetadtie States Assembly.
The Minister for Treasury and Resources has alreadyresented WEB's

2008 Annual Accounts to the States earlier in theear. In future it is
proposed that the Minister continues to do this omn annual basis.
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The States of Jersey Development Company

The Council of Ministers lodgedProperty and Infrastructure: The States of Jersey
Development Company Limitedih 2nd June 2009. The Corporate Services Scrutiny
Sub-Panel subsequently published its Report (2809) on 2nd October 2009. On
13th November, the Chief Minister responded, agogpall recommendations. A
summary of the key recommendations and actionsiteskset out below —

a. Prior to the debate on P.79/2009, the Chief Btin should clarify to which
body the Jersey Development Company would ultijmbtebhccountable.

These arrangements were clarified through the Counk of Ministers
Amendment to P.79/2009 and have been further claréd as part of this
revised Report and Proposition.

b. Prior to the debate, the Chief Minister shouftsere that the proposition is
amended to show, without any room for doubéat the Jersey Development
Company would not be the same as the current WairEnterprise Board.

This was clarified through the Council of Ministers amendment to
P.79/2009 and has been further strengthened by thdentification of the
key activities of SoJDC in Appendix 4 of this Repdr

C. Before the Jersey Development Company beginatape the Minister for
Treasury and Resources should set out clear prédofar the transfer of
assets between Jersey Property Holdings and thep@ayn

Protocols for the transfer of assets are included ihin this Report.

d. Before the Jersey Development Company beginatapg the Chief Minister
should implement a review of the activities underta by the Waterfront
Enterprise Board, and the assets it holds; preseatresults of the review to
the States Assembly; and implement any actionsgris

The outcome of a review of activities and assets dertaken by DTZ is
included within this Report.

e. Before the Jersey Development Company begimatape the Minister for
Treasury and Resources should develop a detaildd mianagement regime
that includes individual project Risk Managemerarfal.

The second DTZ review has identified that WEB curratly has strong

risk management practices and processes and suggesin overarching
policy standard to be adopted by the Board of SoJDCIn addition risk

management will continue to be a key feature of thdemorandum of

Understanding between the Minister for Treasury andResources and the
company.

f. The Minister for Treasury and Resources shoeldew the capacity of the
Jersey Development Company to purchase privatehedvassets and put in
place protocols to ensure that the most effectaldcle is used to effect such
purchases.
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17.

A protocol for the purchase of privately owned asds is included within
this Report.

Prior to the debate on P.79/2009, the Chief Bt should clarify how
resource and manpower implications for States Depents would be
addressed.

Clarification of the resource requirements was proided as part of the

Chief Minister’s response to S.R.9/2009 and has beécluded within this
Report.

Benefits of the Proposed Structure

The proposed structure and process for property iafrdstructure regeneration
addresses the key issues raised by the CorporatE&eScrutiny Sub-Panel and the
recommendations of the Comptroller and Auditor Gahand provides the following

benefits —

It creates a coherent structure which will ensufecéve, democratically
acceptable regeneration in accordance with Statesqgs.

A clear division of responsibilities for the coritraf policy determination,
strategic planning, project definition and develeptimplementation.

It removes the role of master-planning from the &fabnt Enterprise Board
Limited.

A consistent and co-ordinated approach to Islardbwegeneration.

Clearly defined objectives which align with curreamd future needs of the
Island.

Transparency and accountability to the States ABBerthroughout the
development process.

The ability to assemble public and private landuiesfl to facilitate major
property and infrastructure projects within the hdaries of current
legislation.

It creates a dedicated States of Jersey compargdavelop agreed States of
Jersey assets.

The means of funding the design development stafebe regeneration
process to a point at which projects may be graptedning consent and
competitively tendered in the open market.
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18. Implementation

Subject to approval by the States, it is proposetl WEB should be reconstituted as
The States of Jersey Development Company Limitedoasm as practicable. As a

target date, it is proposed that the reconstitatedpany should commence operations
in, or before, January 2011.

19. Conclusion

The Council believes that the proposals outlinedthis Report and Proposition
provide the right structure and mechanisms foratiing the planning, development
and implementation of major property and associdtdchstructure regeneration
projects in Jersey. In particular these proposals —

. Provide an effective, coherent structure with cldiarsion of responsibilities
to progress regeneration projects in a consistedtca-ordinated manner in
accordance with States policy.

. Provide for transparency and clear accountabilitytie States Assembly
throughout the development process.

. Replace the current Waterfront Enterprise Boardh witnew entity dedicated
to maximising the potential of States property &sse

. Remove the current conflict between master-plannangd delivering
development by placing the role of master-planrsobply with the Minister
for Planning and Environment and removing it fromme trole of the
development company.

The Council believes that the establishment of Ehates of Jersey Development
Company Limited will provide the necessary flexilil expertise and accountability
to which will enable it to play a key part in theplementation of a strategy for
regeneration in Jersey and particularly that oH8tier.

20. Financial and Manpower Implications

The following provides an analysis of the departtaenesource implications of the
proposition.

States of Jersey Development Company

In the first instance, it is proposed that the exiee responsibilities of The States of
Jersey Development Company Limited will be carrmtt by the staff currently
employed by WEB. It is possible that additionalffstaay be needed in due course,
but this will be a matter for the Board of Diredtoof The States of Jersey
Development Company Limited. Any increased cossulting from a decision to
employ additional staff would in any event needé&oborne by The States of Jersey
Development Company Limited and not by the Statdersey.
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Planning and Environment Department

Under the Planning and Building (Jersey) Law 2062, Minister for Planning and
Environment is responsible for formulating plans flee future development of the
Island. It is therefore an existing responsibilioy the Planning and Environment
Department to undertake this work and therefortutal the costs associated with it.
Future master-planning will incur additional costad these will need to be managed
within existing departmental resources and willdfiset against the likely planning
and building fee income associated with plannind luilding applications that will
ensue from sites within the regeneration zones.

Chief Minister's Department

The Chief Minister’s Department will provide exeigetand administration support to
the Regeneration Steering Group. This requirengelikely to vary considerably over
the year, depending on the work being undertakehtha frequency of meetings.
Overall, however the manpower requirement is thoughbe light and this will be

supported from within the Chief Minister’'s Deparimie existing manpower.

Treasury and Resources Department

The Treasury has undertaken an analysis of the owgerprequired to support the
roles and responsibilities of the Minister for T3esy and Resources as set out in
section 12 of this Report. In addition, the Ministeill be responsible for actively
managing the shareholding in SoJDC on behalf of3tages in accordance with the
MoU, which is likely to include approving major frgactions, monitoring governance
processes, establishing the risk parameters withioh the company will operate and
agreeing returns from the company. The Ministel &#o be responsible for advising
the Regeneration Steering Group on the financigligations of all proposals and for
determining the source of funding or level of ratur

Although difficult to quantify in advance, it is temated that to discharge these

responsibilities an additional 0.3 FTE is requivégithin Treasury and Resources. This
would equate to approximately £23,000 per annurudiicg on-costs associated with

this additional manpower requirement. This requaatrhas been considered as part
of the recent review of the Treasury, and will beluded within the 2011 Business

Plan.

Jersey Property Holdings will require additionadaerces to meet the workload and
costs of external property valuation prior to tfensand for the preparation of project
specific development agreements. These costs wmilchet by SoJDC on a project
specific basis (see below).

Project Activities

On a project-by-project basis, it is expected #dath individual project would have an
established Project Board, which would include o&ffi representatives from each
department. It is not thought that this activity ul incur additional manpower
requirements. Where costs are incurred by indilidigpartments in relation to
specific projects (e.g. Jersey Property Holdings Valuation and development
agreements), these costs would be funded by theqgbro
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Overall

Overall, the key area where additional departmergaburces may be required is

within the Treasury in terms of its ability to suwp the enhanced roles and

responsibilities of the Minister for Treasury anesRurces. This requirement has been
included within the current Treasury review andl W@ addressed through the 2011
business planning process.

COUNCIL OF MINISTERS
7th June 2010
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APPENDIX 1

PROPOSED MEMORANDUM OF UNDERSTANDING BETWEEN THE
MINISTER FOR TREASURY AND RESOURCES AND THE STATES OF

1.2

1.3

1.4

JERSEY DEVELOPMENT COMPANY LIMITED

Background

The States of Jersey by their Act dated 12theBwer 1995 approved the
establishment of Waterfront Enterprise Board Lichit€heir Act dated 14th
September 2005 approved the extension of the Coyigpaniginal tenure.
Their Act of [date] agreed that the role and reofithe Company should be
extended to allow it to undertake, from time to djnthe regeneration of
redundant States of Jersey assets within desigiiegdneration Zones and
where appropriate to act as the preferred develdperJersey Property
Holdings’ projects either via joint ventures withirtl party developers or
directly. This Act further approved the revised Meandum and Articles of
Association of The States of Jersey Development 2oy Limited as set out
in Appendix 2 of the report of the Council of Mitéss dated 7 June 2010
and authorised the Greffier of the States for andehalf of the States of
Jersey to pass, together with the Treasurer ofthtes, one or more special
resolutions of the Company in respect of the chasfgeame and to adopt
such Memorandum and Articles of Association.

The issued share capital of SoJDC is held fior an behalf of the States of
Jersey by nominees of the Minister for Treasury dRelsources (the
“Minister ™).

The purpose of this Memorandum of UnderstandilipU’) is to ensure the
appropriate conduct of SoJDC and to put in placacountability framework
appropriate to SoJDC as a business.

This MoU aims to foster a sound working relagioip between the Minister
and SoJDC based on a mutual understanding of extmetd for the sharing of

information, regular dialogue on key issues as tmgrge and develop, and
most importantly, the operation of a "no surprisgslicy such that the

Minister, in exercising his responsibilities asdwel of securities in SoJDC on
behalf of the States of Jersey, is kept fully infed as to key business
decisions which have the potential to impact onSkaes of Jersey's (“SoJ”)
interests as owner.

Objectives
In its business operations SoJDC aims to:
. Develop detailed development proposals for spepifigects of major

regeneration of property and infrastructure witRiegeneration Zones
for consideration by the Regeneration Steering @rou

. Provide forward funding for preparing the detailddvelopment
proposals;
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. Procure the services of appropriate design and loevent
consultants;

. Manage and develop detailed designs for spectBs;si

. Submit detailed planning applications to the Miaidbor Planning and
Environment;

. Procure and manage project implementation of dewedémt plans for
Regeneration Zones agreed by the Regenerationrigjéaroup either
directly or via a joint venture with a third padgveloper;

. Provide quarterly progress reports to the Regeioer&teering Group
with regard to agreed Development Plans;

. Procure and manage project implementation as agmeegdirected by
the Minister either directly or via a joint ventuwath a third party
developer;

. Provide quarterly progress reports to the Minisiterrespect of

development taking place.

Definitions and Interpretation

In this MoU the following defined terms are dise

. “Board” means the Board of Directors of SoJDC;
. “BP” means Business Plan;
. “Material” means any action where the Minister should be made

aware under the ‘no surprises’ policy;

. “T&R Dept.” means the Treasury and Resources Department

Sensitive information

Nothing in this MoU shall be construed as reqgithe inclusion in any BP,
annual report, financial statements, or half-yeag|yort (referred to below) of
any information where the making available of tindoimation would be
likely to unreasonably prejudice the commercialitpms of SoJDC or that of
the person who supplied or who is the subject efitformation.

Duration

This MoU applies frorfinsert date]until it is agreed between the parties that
it is no longer valid. This MoU may be modified finotime to time by
agreement between the parties. While this MoU applothing in it requires
the directors of the Board to do, or not do, amghivhich is inconsistent with
their fiduciary duties as directors and if by coyipy with this MoU the
Directors become liable under any action they altg indemnified by SoJ.

SoJDC'’s Business

So0JDC will:
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. carry on business in a manner consistent with Rsdhd

. conduct its business in accordance with any dewsid the Minister,
as shareholder of the company, and any requirenoénbe States of
Jersey.
7. Directors
7.1 The non-executive directors of SoJDC will bepaipted by the States
Assembly.
7.2 The directors shall be appointed in accordamitle the Companies (Jersey)
Law 1991 and SoJDC's Articles of Association.
7.3 All decisions relating to the operation of S@JEhall be made by or pursuant
to the authority of the Board, in accordance wish8P.
7.4 The Board shall be accountable to the Minister.
8. Business Plan
8.1 The Board shall cause to be prepared annuallgohsultation with relevant
parties) a business plan and report which shafidm to the Minister at such
time as may be reasonably required setting outotijectives, policies and
programmes of the Company and reporting on progress
9. Budget
9.1 The Directors shall submit to the Minister acle year by such date as may be
appointed by the Minister a budget of the Compamgstimated capital
expenditure and receipts and of revenue expenditindeincome for the next
financial year of the Company.
10. Annual Report
10.1  Within 6 months after the end of each finangear of SoJDC, the Board
shall deliver to the Minister:
. a report of the operations of SoJDC during thatritial year,
including disclosures in accordance with the Corbi€ode;
. audited consolidated financial statements for tfiaéncial year,
prepared in accordance with UK Generally Acceptettolinting
Practice;
. the auditor’s report on those financial statemestst
. a comparison of the figures contained within thee@ponal Budget
with actual results achieved by the business ferrétevant financial
year.
10.2 In addition, the Board will deliver to the N&ter, such reporting required on
an annual basis and ad hoc basis for the purpogeeptring the financial
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11.
111

12.
12.1

12.2

13.
13.1

statements of the States of Jersey and informaéiquired to assist with the
financial planning of the States.

Half-Yearly Reports

Within 2 months after the end of the firstfledleach financial year of SoJDC,
the Board shall deliver to the Minister:

. a report of the operations of SoJDC during that yedr;

. a comparison of the figures contained within thee@ponal Budget
with actual results achieved by the business irp#red; and

Corporate Governance

Unless in direct conflict with other provisgonof this MoU or its

Memorandum and Articles of Association, SoJDC dadBbard will adhere to
Principles of Good Governance. In particular, SoJ®@ implement and

maintain a sound system of internal controls tegadrd its shareholder's
investment and its assets.

SoJDC will not engage anywhere in any politidivity or provide funds in
connection with the carrying on by any third pasfyany political activity.

Important Management Decisions

In the spirit of open dialogue and a “no sigg®” policy, it is expected that
SoJDC will, unless specifically contemplated in Bi8, seek the consent of
the Minister (on the clear understanding that sapproval will not be
unreasonably withheld or delayed) before it:

. makes any material change to its BP;

. makes any material change in the nature of itsniegsi as carried on
or commence any new business by purchasing maiateksts or
acquiring other businesses or assets not beindjaagyadr incidental
to such business;

. sells, transfers, leases, or in any way disposedl of a material part
of its business or assets;

. creates any material mortgage or security interetster than any
arising by operation of law or prior agreed linotger any of SoJDC'’s
assets;

. gives any material guarantee, indemnity or sectmityespect of the

obligations of any person other than in the ordircaurse of trading;

. borrows any material sum or factor or discount amsterial book
debts, except in respect of the leasing of planéquipment in the
ordinary course of trading and except as permitteder the terms of
any working capital and capital expenditure faigifitwhich may be
made available by the States of Jersey to SoJDC;
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14.
14.1

14.2

14.3

14.4

. enters into any material contract or alters, in atamal way, the
commercial terms of any material trading arrangemaneither case
outside the ordinary course of trading;

. undertakes in any financial year any single itenseres of items of
capital expenditure (including finance leases afwling operating
leases as respectively defined in SSAP 21) invghém aggregate
liability during that financial year materially iaxcess of the sums
provided for capital expenditure in its Operatioaidget; and/or
amounting to a material sum in aggregate;

. changes the financial year end of SoJDC; or

. commences any litigation, arbitration or adminitiea proceedings,
or claim outside the ordinary course of its businefich might by
itself or together with any such other proceedingslaim have a
material adverse effect on the financial condittéthe SoJDC.

Provision of Information and Consultation

To facilitate an open flow of information ben the Minister and SoJDC of
such matters as may be the legitimate concernedbthtes of Jersey as owner,
SoJDC wiill:

. as soon as practicable after litigation, arbitratar proceedings are
instituted or, to its knowledge threatened, prowdéten details to
the Minister of any such proceedings or claim whiglght reasonably
be expected by itself or together with any suckeioiuch proceedings
or claim to have a material adverse effect on itential condition of
SoJDC; and

. when consulting the Minister under this MoU provitie Minister, in
good time in advance, with sufficient informatioroperly to assess
the issue in question.

Except as stated below the Board shall sugplythe Minister such
information relating to the affairs of SoJDC as Mmister may reasonably
request from time to time.

SoJDC will give the Minister access to infotima to assist the Minister
properly and effectively to respond, within the essary timescale, to
requests for information for Ministerial questioasd other information

required for the Minister to fulfil his responsitigs on behalf of the States or
according to the Law. Where such response leads reequest for a direct
response or the provision of information directtgri SoJDC, SoJDC will

provide the response or information in an expeditionanner consequent
upon fulfilling the BP.

For the avoidance of doubt in no circumstastedl the Board be obliged by
this MoU to supply to the Minister any information an individual employee
(other than directors), or customer of SoJDC, oy ather person, if the
information supplied would enable the identificatiof the person concerned.
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14.5

14.6

14.7

15.
15.1

15.2

15.3

154

15.5

16.
16.1

16.2

16.3

If considered necessary, the Minister may seakh information or
commission an independent review of SoJDC which owser, but shall not
necessarily be restricted to, the effectivenessefficency of service delivery
by SoJDC, and the effectiveness of operation odriv@l control systems.
SoJDC shall comply with the reasonable requestinformation pursuant to
such a review being commissioned.

When the Minister is consulted or his condgentequired, he will respond
decisively to any reasonable request by SoJDC Her Minister's view or
consent within 10 working days of SoJDC's requestirtg been received.

In carrying out his responsibilities under Lizav and in acting in accordance
with this MoU, the Minister undertakes to providels information to SoJDC
as required enabling it to take account of the giefvthe Minister in a timely
and appropriate manner.

Ongoing communications and accountability

For the purposes of ensuring open communitatietween the Minister and
So0JDC, the following meetings will, at a minimuraké place during each
calendar year:

The Chairman, the Managing Director and Fiedbdicector of SoJDC and the
Minister will meet on a quarterly basis to discossters generally covered by
this MoU, with a record of matters discussed ahsueetings being made;

The Chairman of SoJDC will attend, with sem@mmagement, a meeting with
the Minister in January each year for the purpadean ‘investor briefing’
whereby items submitted under sections 0 and Oeatil’be discussed; and

Following the formal annual general meetinghe#f shareholders each year,
the Board of SoJDC will meet the Minister to coesigherformance in the
previous calendar year.

In relation to discussing the reports subwmittey SoJDC or matters
concerning those items covered in section 0 ando®e& senior management
of SoJDC will make themselves available, as requite present matters or
answer queries from the Minister.

Directors’ Remuneration

In accordance with best practice, the annwahueration Report of the
Remuneration Committee will be specifically voted lny the shareholder at
the annual general meeting.

The board of SoJDC will undertake a review badchmarking of directors
remuneration and terms of employment at least eivaryyears.

Any changes to the level of remuneration paidon-executive directors must
be agreed, in advance, by the Minister. Newly amieci non-executive

directors will have the terms of their appointmapproved, if appropriate, in

accordance with normal practice at the annual gémeeeting subsequent to
their appointment.
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16.4 Information pertaining to any material chandeseither the structure or
guantum of remuneration paid to directors for tleecutive responsibilities
in the business are to be approved by the Ministadvance of their taking
effect.

17. Mitigation of Risk

17.1 In order to mitigate risks to the sharehol@&xIDC will undertake the
following activities:

Planning — before any land transfer takes place betweepéepno Holdings
and SoJDC, the Minister for Planning and Environtmeust have adopted the
Regeneration Zone within which the assets are éocaind approved the
Masterplan for that particular Regeneration Zortas Will partly remove the
planning risk of the regeneration proposals andeacthe assets have been
transferred, will enable a detailed planning alan to be proposed within
the parameters of the adopted Masterplan and Dawelot Brief according to
the agreed Development Plan set with the RSG.

Infrastructure Works — no infrastructure works will be procured until
detailed planning permission has been receivedacated development sites
and detailed financial appraisals support the dagweéent of the scheme.
Given the importance of the public infrastructureorks, SoJDC will
commission and procure the provision of the infragtre in accordance with
SoJ capital project procurement and delivery proces

Sales- If it is proposed that a specific developmenumlertaken directly,

before committing to construction costs SoJDC hale to secure a sufficient
level of legally binding pre-sales or pre-lets tmd the costs of constructing
the first phase of a scheme. This will remove pé#rthe risk of a particular

development project and will ensure that there balno financial liabilities

relating to a particular development’s constructiosts to the SoJDC.

Pre-development Costs- all detailed design costs and fees will be funded
directly by SoJDC out of its resources.

Development—- SOJDC will procure development schemes in corjomnc

with the private sector unless there are specigasons for direct

development. All development proposals will be sabjo a transparent open
tender process. It is likely that most developmembsild take place with a

single joint venture partner. However, for somegéascale developments it
may be that a consortium approach is beneficidd. dissumed that land that is
subject to the development will be provided to tlevelopment vehicle by

So0JDC with the benefit of infrastructure and pubéalm.

Land sales —for projects that require significant upfront irdtaicture works,
presales may include the sale of part of the larttlitd party developers. This
is to ensure that at any time SoJDC/the SoJ hasnailiicapital at risk.

Phasing — SoJDC will phase large development schemes if icedist
feasible to do so.
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Design and Specification- SoJDC will ensure that every development
proposal is fully designed and fully specified wiills of quantity. These
documents will be put out to the construction maf&etendering the build.

Construction — SoJDC will follow the SoJ guidelines and best peacin the

procurement of construction works. All constructisrorks will be open

tendered. All tenders must price the bills of qitgirgrovided by SoJDC and
must be a fixed price. The appointment will be wihthird party main

contractor who will undertake the entire constmtticontract. The fixed
contract price must include minimal provisional sitems (limited to up to
15% of the total contract sum). SoJDC will onlyesninto fixed price, fixed

delivery construction contracts with known thirdrfgamain contractors with
good market and financial credibility. During thenstruction process a
Project Manager employed by SoJDC will monitor tomstruction works.

Monthly design team meetings for each construcpooject will be held

between SoJDC, the Project Manager, the Contrattier Architect and the
Quantity Surveyor in the same way as States ofeyerapital projects are
monitored and costs controlled.

17.2 The list of risk mitigation activities in 18.4hould not be taken to be
exhaustive.

18. Insurance

18.1 SoJDC shall take out and maintain in effeuiance policies with a
reputable insurer in respect of the business tearesf to it and any new
business SoJDC undertakes, which it is usual fousaness of this nature to
have and which the directors of SoJDC consider gmtithaving taken into
account the policy limits, excess/deductibles atdntion of risk.

19. Without Prejudice

19.1 This MoU does not prejudice in any way thehtsg powers, duties and
liabilities that exist in law between the partiesi atherwise.
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APPENDIX 2

Proposed Memorandum & Articles of Association of Tle States of Jersey
Development Company Limited
COMPANIES (JERSEY) LAW 1991
COMPANY LIMITED BY SHARES
MEMORANDUM OF ASSOCIATION

of
THE STATES OF JERSEY DEVELOPMENT COMPANY LIMITED

1. The name of the Company is: “The States of JersmyeDpment Company
Limited”.

2. The capacity of the Company is unlimited and then@any shall have all the
powers of a natural person.

3. The liability of each member is limited.

4, The capital of the Company is £20,000,000 divided 20,000,000 shares of

£1.00 each.
5. The Company is a public company.
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ARTICLES OF ASSOCIATION

of

THE STATES OF JERSEY DEVELOPMENT COMPANY LIMITED

INTERPRETATION

1. In these Articles:

“Articles”

“Auditors”
“Board”
“Chairman”
“Company”
“Development
Brief”
“Director”

“executed”

“Finance
Director”

“holder”
“Property
Holdings”

“Masterplan”

“Managing
Director”

“Minister”

“Ministerial
Appointee”

means the Articles of Association of the Company &Article”
shall be construed accordingly;

means the auditors for the time being of the Compan
means the board of Directors of the Company frone tio time;
means the non-executive chairman of the Board fioma to time;

means the company incorporated under the Law perf which
these Articles have been registered;

means a document that provides information on tyy@e tof
development, the design thereof and layout comtsraielating to a
particular site;

means any director of the Company from time to time

includes any mode of execution;

means the person appointed in accordance with theiedes as the
Finance Director from time to time;

in relation to shares means the member whose repmered in the
register of members as the holder of the shares;

means the department known as States of JersegmBréipldings;
means a comprehensive document that sets out amallove
development strategy for a defined area (which uishes both

present property uses as well as future land dpuedat plans).

means the person appointed in accordance with theiedes as the
Managing Director from time to time;

means the Minister for Treasury and Resources;
means a Non-Executive Director appointed by theidiin as the

Ministerial Appointee in accordance with these éés from time to
time;
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“Non-
Executive
Director”

“office”

“ordinary
resolution”

“Regeneration
Steering
Group”

“Regeneration
Zone”

usealn

“secretary”

“States”

“States
Appointees”

“the Law”

means a person appointed in accordance with thetieled as a
Non-Executive Director of the Company and whichlistar the
avoidance of doubt, include the Ministerial Appemiand the States
Appointees but exclude the Managing Director ane Einance
Director;

means the registered office of the Company;

means a resolution of the Company in general mgetilopted by a
simple majority of the votes cast at that meeting;

means a group set up to provide guidance on albmBpblic
property and infrastructure regeneration projeats Jersey in
accordance with an Act of the States dated [ 1;

means an area of land in Jersey adopted by theesStd a
Regeneration Zone;

means the common seal of the Company;

means the secretary of the Company or other peappointed to
perform the duties of the secretary of the Compaaluding a joint,
assistant or deputy secretary;

means the States of Jersey;

means the Chairman and three non-executive digectbr the
Company appointed by the States as Non-Executivecidirs in

accordance with these Articles from time to time;

means the Companies (Jersey) Law 1991 including saatyitory
modification or re-enactment thereof for the tinggnlg in force.

Unless the context otherwise requires, words orresgions contained in these
Articles bear the same meaning as in the Law, buuding any statutory
modification thereof not in force when these Adglbecame binding on the

Company.

The Standard Table prescribed pursuant to the Ll Bot apply to the Company
and is hereby expressly excluded in its entirety.
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SHARE CAPITAL

Subject to the provisions of the Law, and withprejudice to any rights
attached to any existing shares, any share magdoed with such rights or
restrictions as the Company may by ordinary regmiudetermine.

CERTIFICATES

Every member, upon becoming the holder of araresh shall be entitled,
without payment, to one certificate for all the i#sa0f each class held by him.
Every certificate shall be sealed with the seal sinall specify the number,
class and distinguishing numbers (if any) of thareh to which it relates and
the amount or respective amounts paid up thereon.

TRANSFER OF SHARES

An instrument of transfer of a share may beniy asual form or in any other
form which the Directors may approve and shall ecated by or on behalf
of the transferor and, unless the shares are falig, by or on behalf of the
transferee.

GENERAL MEETINGS

(@) The Company shall in each year hold a génmaeeting of the
members of the Company as its annual general ngeietiaddition to
any other meeting in that year. Annual general mgetshall be held
once in each year at such time and place as mdgteemined by the
Directors.

(b) All general meetings other than annual genemaktings shall be
called extraordinary general meetings.

(c) The Directors may call general meetings andthen requisition of
members, pursuant to the provisions of the Law|l sloathwith
proceed to call a general meeting for a date rtet than two months
after the receipt of the requisition. If there aca sufficient Directors
to call a general meeting, any Director or any membf the
Company may call such a meeting.

NOTICE OF GENERAL MEETINGS

An annual general meeting or a general meetaligd for the passing of a
special resolution shall be called by at least|2&arcdays’ notice. All other
meetings shall be called by at least 14 clear dagtte but a general meeting
may be called by shorter notice if it is so agrbgall the members entitled to
attend and vote thereat. The notice shall speb#yday, time and place of the
meeting and the general nature of the business tmhsacted and in the case
of an annual general meeting, shall specify thetimgas such and shall be
given to all the members, the Directors and theitbusl

The accidental omission to give notice of a ingeto, or the non-receipt of
notice of a meeting by, any person entitled to ixecenotice shall not
invalidate the proceedings at the meeting.
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10.

11.

12.

13.

14,

PROCEEDINGS AT GENERAL MEETINGS

No business shall be transacted at any meetitgssi a quorum is present.
One person entitled to vote upon the business tdrdmesacted, being a
member holding not less than fifty per cent (50%)ominal value of the

shares then in issue carrying the right to votea(proxy for such a member)
shall be a quorum, failing which two persons eatitlto vote upon the

business to be transacted, each being a member [fooxy for a member)

shall be a quorum.

The Chairman or in his absence some other Direcominated by the

Directors shall preside as chairman of the meebngjf neither the Chairman
nor such other Director (if any) is present witdif minutes after the time
appointed for holding the meeting and willing ta,abe members present
shall elect one of their number to be chairman ahdhere is only one

member present and willing to act, he shall berofes.

A Director or a representative of the Auditshgll, notwithstanding that he is
not a member, be entitled to attend and speakyagemeral meeting.

The Chairman may, with the consent of a meeéingvhich a quorum is

present (and shall if so directed by the meetiag)purn the meeting from

time to time and from place to place, but no bussnghall be transacted at an
adjourned meeting other than business which migbpearly have been

transacted at the meeting had the adjournment al@nt place. When a

meeting is adjourned for 14 days or more, at lsagen days’ notice shall be
given specifying the day, time and place of theoadjed meeting and the
general nature of the business to be transactduer@ise it shall not be

necessary to give any such notice.

A resolution put to the vote of a meeting shalldecided on a show of hands
unless before or on the declaration of the reduti@ show of hands a poll is
duly demanded. Any member shall be entitled to awhaapoll.

Unless a poll is duly demanded, a declaratignthi®e Chairman that a
resolution has been carried or carried unanimouwsligy a particular majority,

or lost, or not carried by a particular majoritydaam entry to that effect in the
minutes of the meeting shall be conclusive evidesfdbe fact without proof

of the number or proportion of the votes recordedavour of or against the
resolution.

A poll shall be taken as the Chairman direots lae may appoint scrutineers
(who need not be members) and fix a day, time dacepfor taking the poll
and for declaring the result of the poll. The resdithe poll shall be deemed
to be the resolution of the meeting at which thikywas demanded.
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15.

16.

17.

18.

19.

20.

21.

VOTES OF MEMBERS

Subject to any rights or restrictions attacteedny shares, on a show of hands
every member who is present in person shall hawevate and on a poll
every member present in person or by proxy shalehane vote for every
share of which he is the holder.

On a poll votes may be given either persorailpy proxy. A member may
appoint more than one proxy to attend on the saroasion.

An instrument appointing a proxy shall be irtwg in any usual common
form, or as approved by the Directors, and shatheruted by or on behalf of
the appointer.

The instrument appointing a proxy and the powgkrattorney or other

authority (if any) under which it is signed, or atarially certified copy of

such power or authority, shall be deposited abffiee or at such other place
as is specified for that purpose in the notice eétimg or in the instrument of
proxy issued by the Company before the time appdirfor holding the

meeting or adjourned meeting at which the persanechin the instrument
proposes to vote or, in the case of a poll, befioeetime appointed for taking
the poll and in default the instrument of proxylshat be treated as valid.

A vote given or poll demanded by proxy or bye tduly authorised

representative of a body corporate shall be vadivithstanding the previous
determination of the authority of the person votimglemanding a poll unless
notice of the determination was received by the Gamy at the office or at
such other place at which the instrument of proxas wuly deposited before
the commencement of the meeting or adjourned neeeatinvhich the vote is

given or the poll demanded or (in the case of &tp&kn otherwise than on
the same day as the meeting or adjourned meetirgjime appointed for

taking the poll.

REPRESENTATIVES

The States whilst a member of the Company mayepresented at any
meeting of the members of the Company or any mgatinany class of
members of the Company by the Greffier of the Statee Deputy Greffier of
the States or any other officer appointed to disghahe functions of the
office of Greffier of the States under Article 4%f1of the States of Jersey
Law 2005 or by any person duly authorised in wgitin that regard by the
Greffier of the States or the Deputy Greffier of thtates. The States shall be
deemed to be present in person at any meetinglatidsy any such person.

RESOLUTIONS OR NOTICES IN WRITING

(@) Anything that may be done by a resolutiassed at a meeting of the
members of the Company (other than a resolutiorthferremoval of
the Auditors) may be done by a resolution in wgtsigned by or on
behalf of each member of the Company.
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(b)

22. €)

(b)

The States whilst a member of the Companyl dbwlentitled to

execute a resolution in writing or any other noticavriting by means

of an instrument in writing signed by the Greff@rthe States, the
Deputy Greffier of the States or any other offiagupointed to

discharge the functions of the office of the Geafidf the States under
Article 41(15) of the States of Jersey Law 2005y Aoch resolution,

notice or instrument shall take effect upon delivénereof to the

office.

DIRECTIONS

If the Minister shall, in his discretiore bf the opinion that a matter
of material public interest has arisen and thet @ppropriate to do so,
the Minister shall be entitled by notice in writitg give the Directors
directions to refrain from doing a particular thiogto do a particular
thing which the Directors have power to do andDirectors shall be
bound to comply with any such direction.

Any such direction or other written instrumesiall be validly
executed on behalf of the Minister if recorded stadance with
ministerial procedures as a Ministerial DecisiomyAsuch direction
or other written instrument shall take effect uplmlivery thereof to
the office.

NUMBER OF DIRECTORS

23. Unless and until otherwise determined by them@my by ordinary
resolution, or during the period of any vacancy Board shall comprise the
Chairman, the Managing Director, the Finance Daecthe Ministerial
Appointee, and three States Appointees (in addibdhe Chairman).

24, A Director need not be a member of the Company.

POWERS OF DIRECTORS

Subject to the provisions of the Law, themmrandum and these
Articles and to any directions given to the Direstby direction in
writing made in accordance with the provisions atide 22, the
business of the Company shall be managed by trexions who may
exercise all the powers of the Company in any pathe world. No
alteration of the memorandum or these Articles mmcuch direction
shall invalidate any prior act of the Directors aihiwould have been
valid if that alteration had not been made or tia¢ction had not
been given. The powers given by this Article sinall be limited by
any special power given to the Directors by thesécles and a
meeting of Directors at which a quorum is preseay exercise all the
powers of the Company exercisable by the Directors.

In the exercise of their powers of managenanthe Company the
Directors shall have regard to:

25. €)
(b)
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(€)

(d)

(e)

(i)

(ii)

(iii)

the objectives for which the Company is ebsiled, namely:

(A)

(B)

(©)

(D)

To promote, co-ordinate and implement a
comprehensive strategy for the development of the
whole of the St. Helier Waterfront area and inahggi
the greater harbour area and La Collette in acooela
with approved Masterplan(s), Development Brief(s)
and other relevant guidance prepared by the Ministe
for Planning and Environment and, where expedient,
to undertake development directly.

To exercise administrative control over tlee of the
land and the adjacent shore and water areas iftthe
Helier Waterfront area and to liaise and consuthwi
all relevant Ministers of the States and other
governmental and regulatory authorities in relatmn
investment in infrastructure projects in and
development of the St. Helier Waterfront area.

To prepare detailed development proposals fo
specific projects of major regeneration of property
and infrastructure within Regeneration Zones (for
consideration by the Regeneration Steering Group).

To undertake the regeneration of redundaateS’
assets within Regeneration Zones in accordance with
approved Masterplans and Development Briefs
(including the purchase of third party properties
where appropriate) and to act as the preferred
developer for projects of Property Holdings
(procuring and managing project implementation as
agreed and directed by the Regeneration Steering
Group.

any decisions of the States which directhncern the land,
shore and water areas within the control of the @amy.

any political steer and/or guidance prowdeby the
Regeneration Steering Group.

The Directors shall cause to be prepared dlyn(ia consultation

with relevant parties) a business plan and repbithvshall be sent to
the Minister at such time as may be reasonablyimed|setting out
the objectives, policies and programmes of the Guompand

reporting on progress.

The Directors shall respond timeously to stedsonable requests for
information and reports as are made to them byvingster.

The Directors shall report progress on develus on a quarterly
basis to the Regeneration Steering Group.
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26.

27.

28.

29.

30.

31.

The Directors may, by power of attorney or ptlige appoint any person to
be the agent of the Company for such purposes astdich conditions as they
determine, including authority for the agent toedglte all or any of his
powers.

Subject to the prior written consent of the istier (which may be given
generally or specifically and recorded in accorédanegith ministerial
procedures as a Ministerial Decision), the Dirextaray exercise all the
powers of the Company to borrow money and to mgegar charge its
undertaking, property and uncalled capital or aay phereof, and to issue
debentures and other securities, whether outriglascsecurity for any debt,
liability or obligation of the Company or of anyirth party. All cheques,
promissory notes, drafts, bills of exchange an@iotiegotiable or transferable
instruments, and all receipts for moneys paid e&o@ompany shall be signed,
drawn, accepted, endorsed or otherwise executdteasase may be, in such
manner as the Directors shall from time to timedsolution determine.

APPOINTMENT, RETIREMENT AND REMOVAL OF DIRECTORS

The Ministerial Appointee shall be appointedl anay be removed by the
Minister by a formal Part A Ministerial Decision.

Subject to Article 30 and Article 32, the NoxeEutive Directors shall be
appointed for fixed periods of three years duratigach Non-Executive
Director shall enter into a non-executive directessvice agreement with the
Company upon such terms as the Board shall deterrbipon the expiration
of the period of office for which they are appoohtéhe Non-Executive
Directors shall, ipso facto, retire from office bsihall be eligible for re-
appointment.

@) The States Appointees shall be appointedthey States on the
recommendation of the Minister and such appointnardll take
effect upon delivery to the office of notice in tmg to that effect
executed in accordance with Article 21(b).

(b) The States may remove any States Appointem foffice as a
Director and such removal shall take effect updivelg to the office
of notice in writing to that effect executed in amtance with
Article 21(b).

The Directors shall have the power at any tifitean time to time without the
sanction of the Company in general meeting or attserto appoint a person
to act as the Managing Director and a person t@asc¢he Finance Director.
The Company shall enter into an agreement with ezckhe Managing
Director and the Finance Director for his employimey the Company and
for the provision by him of services to the Compa8gve for remuneration,
which shall be determined in accordance with Agti8B, each such agreement
shall be made upon such terms as the Board shaligiee. In the event of
the termination of the employment of the Managirige€tor or the Finance
Director pursuant to their respective service agegs, the appointment of
the Managing Director or the Finance Director, as tase may be, as a
Director shall, ipso facto, terminate.
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32.

33.

34.

35.

The office of a Director shall be vacated iry af the following events
namely:

(@) If he resigns his office by notice in writinghder his hand to that
effect sent to or left at the office which notideab be effective upon
such date as may be specified in the notice, €pilivhich upon
delivery, to the office.

(b) If he becomes bankrupt or insolvent or makeg arrangement or
composition with his creditors generally.

(c) If he becomes of unsound mind.

(d) If he ceases to be a Director by virtue of pryvision of the Law, or
becomes prohibited by law from or is disqualifiednf, being a
Director.

(e) If he shall for more than 6 consecutive moritiase been absent

without permission of the Directors from meetindgstlee Directors
held during that period and the Directors resolvat this office be
vacated.

REMUNERATION OF DIRECTORS

Save for the Ministerial Appointee, the Dirgstshall be entitled to such
remuneration as the Company may by ordinary reisoluietermine and,

unless the resolution provides otherwise, the reration shall be deemed to
accrue from day to day. The Ministerial Appointé®ls not be entitled to

remuneration where he or she is a member of thesSta

DIRECTORS’ EXPENSES

The Directors may be paid all travelling, hateld other expenses properly
incurred by them in connection with their attendaat meetings of Directors
or general meetings or separate meetings of thaei®bf any class of shares
or of debentures of the Company or otherwise innection with the
discharge of their duties.

Subject to the provisions of the Law, and ptedi that he has disclosed to the
Directors the nature and extent of any materiadregts of his, a Director
notwithstanding his office:

(@) may be a party to, or otherwise interestedaimy transaction or
arrangement with the Company or in which the Compaimtherwise
interested;

(b) may be a director or other officer of, or eaygld by, or a party to any
transaction or arrangement with, or otherwise egtd in, any body
corporate promoted by the Company or in which tlem@any is
otherwise interested;
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36.

37.

38.

39.

40.

(c) shall not, by reason of his office, be accablg to the Company for
any benefit which he derives from any such officemployment or
from any such transaction or arrangement or frogniaterest in any
such body corporate and no such transaction ongeraent shall be
liable to be avoided on the ground of any suchré@steor benefit; and

(d) may act by himself or his firm in a professibrcapacity for the
Company and he or his firm shall be entitled to uparation for
professional services as though he were not a Birec

For the purposes of the preceding Article:

(a) a general notice given to the Directors thBiractor is to be regarded
as having an interest of the nature and extentfsgn the notice in
any transaction or arrangement with a specifiedqgreror class of
persons shall be deemed to be sufficient disclostit@s interest in
any such transaction or arrangement; and

(b) an interest of which a Director has no knowke@nd of which it is
unreasonable to expect him to have knowledge sbéalbe treated as
an interest of his.

DIRECTORS’ GRATUITIES AND PENSIONS

The Company may provide such benefits, whetherthe payment of
gratuities or pensions or by insurance or otherwimeany Director who has
held but no longer holds any executive office orpEyment with the
Company or with any body corporate which is or baen a subsidiary of the
Company or a predecessor in business of the Compangf any such
subsidiary, and for any member of his family (irtthg a spouse and a former
spouse) or any person who is or who was dependehina and may (as well
before as after he ceases to hold such office gta@ment) contribute to any
fund and pay premiums for the purchase or provisibbany such benefit as
the Directors think fit.

PROCEEDINGS OF DIRECTORS

Subject to the provisions of the Law and thadicles, the Directors may
regulate their proceedings as they think fit. Adator may, and the secretary
at the request of a Director shall, call a meebthghe Directors. Questions
arising at a meeting of Directors shall be deciog@ majority of votes. In the
case of an equality of votes the Chairman shallasecond or casting vote.

Unless he is unwilling to do so, the Chairmhallspreside at all meetings of
the Directors at which he is present. If the Chainris unwilling to preside or
is not present within five minutes after the tinpgpainted for the meeting, the
Directors present may appoint one of their numioebé chairman of the
meeting.

The quorum for the transaction of the busirdshie Directors shall be four
Directors. Any Director enabled to participate le fproceedings of a meeting
by means of a communication device (including epiebne) which allows all
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41.

42.

43.

44,

45,

46.

47.

of the other Directors present at such meeting dar hat all times such
Director and such Director to hear at all timesadler Directors present at
such meeting (in each case whether in person andgns of such type of
communication device) shall be deemed to be presestich meeting and
shall be counted when reckoning a quorum.

The continuing Directors or the only continuidgirector may act
notwithstanding any vacancies in their number, thtihe number of Directors
is less than the number fixed as the quorum, thdiragng Directors or
Director may act only for the purpose of callingemneral meeting.

All acts done by a meeting of Directors or bpeason acting as a Director
shall, notwithstanding that it be afterwards dismed that there was a defect
in the appointment of any Director or that anyteérh were disqualified from
holding office, or had vacated office, or were aatitled to vote, be as valid
as if every such person had been duly appointednaasdqualified and had
continued to be a Director and had been entitledte.

A resolution in writing signed by all the Ditecs entitled to receive notice of
a meeting of Directors shall be valid and effecaslf it had been passed at a
meeting of Directors duly convened and held and magsist of several
documents in the like form each signed by one arenmrectors.

A Director may not vote in respect of any temi®n, arrangement or
proposed transaction or arrangement, in which Iseahanterest but provided
that he has disclosed any such interest in accoedafith these Articles he
may be counted towards a quorum at any meetingpeoDirectors at which
any such transaction or arrangement or proposedacsion or arrangement
shall come before the Directors for consideration.

The Directors shall cause minutes to be made:
(a) of all appointments of officers made by theelbiors;
(b) of the names of the Directors present at eaeting of Directors;

(c) of all resolutions and proceedings at all nmggst of the Company and
of the Directors.

Any such minute, if purporting to be signed by dha@irman of the meeting at
which the proceedings were held, shall be evidentee proceedings.

SECRETARY
Subject to the provisions of the Law, the dacyeshall be appointed by the
Directors for such term, at such remuneration aponusuch conditions as
they may think fit and any secretary so appointeg tve removed by them.
MINUTES

The secretary shall cause minutes to be maadain books kept for the
purpose in accordance with the Law.
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48.

49.

50.

51.

52.

53.

THE SEAL

€) The common seal shall only be used by titieoaity of the Directors.
The Directors may determine who shall sign anyrimsent to which
the common seal is affixed and unless otherwisgesermined it shall
be signed by a Director and the secretary or bywectors.

(b) Subject to the provisions of the Law, the Diogs may determine to
have:

0] an official seal for use in any country, tery or place
outside the Island of Jersey, which shall be airaits of the
common seal of the Company. Any such official sdelll in
addition bear either the name of the country inchtit is to
be used or the words “branch seal”;

(ii) an official seal for use only in connectiaith the sealing of
securities issued by the Company and such offggal shall
be a facsimile of the common seal of the Compartyshall
in addition bear the word “securities”.

DIVIDENDS

Subject to the provisions of the Law, the Boardy declare dividends in
accordance with the respective rights of the membeisuch amount as the
Board may determine.

Subiject to the provisions of the Law, the Dives may pay interim dividends
if it appears to them that they are justified. Rsodvill typically be expended
wholly and exclusively to improve and extend pulntitastructure and works
for the good of the Public of the Island of Jersey.

Any dividend or other moneys payable in respéa share may be paid by
cheque sent by post to the registered addres® gfdison entitled thereto and
payment of the cheque shall be a good dischartfetGompany.

No dividend or other moneys payable in respéet share shall bear interest
against the Company unless otherwise provided byithts attached to the
share.

ACCOUNTS AND AUDIT

The Directors shall cause to be kept propeowtds of the Company for each
accounting period to be prepared in accordance wéherally accepted
accounting principles in the Island of Jersey cstesitly applied and that such
accounts shall be forwarded to the Minister noterthian four months after
the end of the period to which they relate. Theoaots shall include an
income and expenditure statement of the Compamgsipect of the applicable
accounting period and shall include the balanceetshe at the end of that
accounting period.
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54.

55.

56.

57.

58.

59.

60.

61.

62.

The Company shall at each annual general ngeapipoint the Auditors to
hold office from the conclusion of that meetingtilthe conclusion of the
next annual general meeting.

The accounts shall be audited by the Auditacsshall be accompanied by a
report by the Auditors stating that the accountd &nancial statements
attached thereto have been examined in conjunatith the books and
records of the Company and whether the Auditorsehabtained all the
explanations and information which they have reslirThe Auditors shall
further report whether the accounts are in theiniop properly drawn up in
accordance with such books and records and giveeaand fair view of the
affairs of the Company.

The Directors shall submit to the Minister acle year by such date as may be
appointed by the Minister a budget of the Compargstimated capital
expenditure and receipts and of revenue expendiindeincome for the next
financial year of the Company.

Such person or persons as may be designatéiaebMinister from time to

time shall at any time during the office hours lo¢ tCompany be entitled to
inspect all accounting records or other books audwents of the Company
and the Directors shall upon request procure ptomluof the same. The
Directors shall co-operate fully with the Compteolland Auditor General,
including enabling access to independently audisgukrs as appropriate.

NOTICES

Any notice to be given to or by any person pamns to these Articles shall be
in writing except that a notice calling a meetirighee Directors need not be in
writing.

The Company may give any notice to the Stagesehding it by post in a pre-
paid envelope (care of The Greffier of the Statesfhe States Greffe, Morier
House, St. Helier, Jersey JE1 1DD. The Company ghgy any notice to the
Minister, the Ministerial Appointee or the Treagupéthe States by sending it
by post in a pre-paid envelope to PO Box 353, CyelMarquand House,
St. Helier, Jersey JE4 8UL.

A member present, either in person or by pratyany meeting of the
Company shall be deemed to have received notitkeomeeting and, where
requisite, of the purposes for which it was called.

Proof that an envelope containing a notice praperly addressed, prepaid
and posted shall be conclusive evidence that thieenwas given. A notice

shall be deemed to be given at the expiration ofigi@s after the envelope
containing it was posted.

WINDING UP

If the Company is wound up, the Company math #ie sanction of a special
resolution and any other sanction required by thes,Ldivide the whole or

any part of the assets of the Company among theberesnin specie and the
liquidator or, where there is no liquidator, thedators may, for that purpose,
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value any assets and determine how the divisioi &leacarried out as

between the members or different classes of memiaad with the like

sanction, vest the whole or any part of the adgetisistees upon such trusts
for the benefit of the members as he with the $i&action determines, but no
member shall be compelled to accept any assets wtich there is a

liability.

INDEMNITY

63. In so far as the Law allows, every presentoomér officer of the Company
shall be indemnified out of the assets of the Campagainst any loss or
liability incurred by him by reason of being or ln@y been such an officer.
The Directors may without sanction of the Companygeneral meeting,
authorise the purchase or maintenance by the Comfmanany officer or
former officer of the Company of any such insuraaseis permitted by the
Law in respect of any liability which would othesei attach to such officer or
former officer.
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APPENDIX 3

The Protocol for Planning Within the Regeneration livery Structure and the
Role of the Minister for Planning and Environment

There are key planning roles for the Minister fdarfdiing and Environment in the
regeneration process. These are:

@0} To propose areas that will be designated asmagtion Zones within the
Island Plan process.

2) The preparation and approval of Masterplans Begielopment Briefs for
regeneration zones and sites within them.

3) To consult with the Regeneration Steering Grompthe preparation of
Masterplans and Development Briefs.

4) The determination role in respect of plannipglecation submitted in respect
of development proposals.

1. To recommend areas for designation as Regenei@ti Zones

The Minister for Planning and Environment is empmdeunder the Planning and
Building (Jersey) Law 2002 to make plans and prajsofor the development of land
on the Island.

As part of this role, the Minister will identify dmrecommend to the States Assembly
areas for designation as Regeneration Zones asfgthe Island Plan process.

2. Policy making role to create the Masterplan andevelopment Briefs for
designated Regeneration Zones

The Minister will also produce and approve plang gmoposals relating to a
Regeneration Zone and will consult with the Regatien Steering Group. The
Minister for Planning and Environment will approwbe Masterplan for the
Regeneration Zone.

Specific Development Briefs will be prepared andraged under Ministerial powers.

The Masterplan will then be used by the Regeneraiteering Group to direct more
detailed work to formulate development proposat$ @anning applications.

The Minister for Planning and Environment will play role in any commercial
decisions as he is involved in decision making oy @anning applications submitted.

3. The Development Control process stage to seciypanning consents
Once the Regeneration Steering Group has recehedapproved Masterplan and

Development Briefs, they will formulate detailedvdpment proposals and planning
applications.
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These will be submitted to the Planning and Envitent Department for
determination. The Minister for Planning and Enmmeent is responsible for all
planning decisions.

He has the right to call in any specific applicaidor his own determination, direct
them to planning panel or to allow officers to maletegated decisions.

Once in the planning development control proce$®ret will be no further
involvement of the Regeneration Steering Grouptbermpolitical members as this is
the sole responsibility of the Minister for Plangiand Environment.

Any planning consents will be issued to The Stafe¥ersey Development Company
Limited for implementation.
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APPENDIX 4

Activities of the States of Jersey Development Corapy

(from the second DTZ review)

Responsibility

to date

Proposed
Responsibility

Planning Policy Setting the strategic framework and SoJ
policy requirements
Vision and Establishing the baseline, vision andSoJ but blurred | SoJ
Objectives objectives with WEB
Outlining real estate components
Establishing the urban context
Strategic fit with Local Development
Framework
Strategic Framework Physical, social and economic Not clear this was| SoJ
assessment undertaken
Spatial Masterplan Scheme concept SoJ, supplementedSoJ
and Design Codes Land use zoning by WEB
Urban design principles Urban design not
Sustainability requirements addressed at
Site specific frameworks beginning
Community Establish feedback on Masterplan | Various, led by SoJ
Engagement and Design Codes SoJ and WEB
Feasibility Study Financial analysis Not clear this was| SoJDC
Refine scheme concept initially
undertaken at the
project level;
individual
schemes by WEB
Implementation Plan Phasing WEB SoJDC
Procurement strategy
Planning strategy
Parcel specific design guidelines
Design Guidelines Formulate detailed design guidelinesSoJ and WEB SoJDC
for architects (to comply with Desigh
Codes)
Architects Optional stage but could establish | WEB SoJDC
Competition overall signature design proposals to
guide architects for individual
development parcels
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Outline Planning

Individual parcel design parameters WEB

SoJDC

Applications Detailed applications for main
infrastructure
Community Establish feedback on Outline SoJ, WEB and SOJ and SoJDC
Engagement Planning Applications developers
Marketing Sustained campaign to build and | WEB SoJDC
maintain the Waterfront brand — to
tie in with subsequent marketing of
individual parcels by developers
(see below)
Infrastructure Design and tendering of procurementVEB SoJDC
of contractors
Delivery of key infrastructure
Developer Selection Developer Phased across WEB SoJDC
procurement individual
strategy development
Marketing parcels
competitions
Short-listing
Selection of
preferred developers
Detailed Design Parcel specific Phased across WEB SoJDC in
designs (likely to be individual partnership
phased over life of development with
project) parcels Developers
where
Reserved Matters Phased applications Phased across WEB appropriate
Application/ in line with market individual
Full Consents release of individual development
parcels parcels
Scheme Project Supervision of Masterplan level WEB SoJDC
Management controls (design, use, estate
management regime, etc.)
Pre Construction Detailed delivery plans WEB SoJDC in
Contract tendering partnership
with
Project Management Detailed supervision of construction WEB Developers
where
Construction Construction of individual buildings| WEB appropriate
on parcels
Marketing Marketing of individual buildings on] WEB
parcels
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Estate Management

Agree regime
Ensure effective contributions from
parcel developers

WEB

SoJDC

Exit Strategy

Agree strategy and policy for
holding, transferring, selling assets
once developed

Exit

WEB

SoJDC
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APPENDIX 5

SoJDC treatment of assets (from the second DTZ Rewi)

Investment
Properties

Interest  Strategy Comments

Waterfront car park 150 year Transfer to JPH States of Jersey policy to retainesship

N
e

lease of all public car parks. SoJDC should reta
management until such time as Esplanac
Quarter public car park is available for
occupation (200 spaces required for
decanting purposes).
Transportation 150 year Transfer to JPH
Centre lease

Waterfront Hotel

Turnover Transfer to JPH Could be sold subsequently intdkatar

rent subject to advice on timing of sale to
maximise value , and protecting States
position on subsequent reversion to high
value use if hotel fails (covenant currently
restricts to hotel use).
Weighbridge 150 year Transfer to JPH
Square lease
JEC substation 150 year Transfer to JPH
lease

Current Assets

Harbour Reach

150 year Retain in
lease SoJDC

It may be expedient for SoJDC to retain
this asset whilst it continues to occupy it,
rather than transferring to JPH and leasir,
back.

g

Land Holdings

Esplanade Quarter

150 yearRetain in

AN

o

lease SO‘]D; . All land holdings should be retained until
Castle Quay Freehold Retainin |
developed out to allow SoJDC to act as &
Phase 2 SoJDC U
Westwat 150 Retain | effective interface between the States an
estwater year Retain in the market, or to carry out its own
lease SoJDC
— development.
Zephyrus Freehold Retainin
SoJDC
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APPENDIX 6
Draft Risk Policy Standard (from the second DTZ Relew)
Introduction

This Policy Standard sets out the detailed requérden and minimum levels of
achievement necessary to implement the risk managiesilements of the business
risk imperative of SoJDC.

Taking and managing appropriate levels of riskrisraegral part of all our business
activities. Risk Management, performed rigoroushyd acomprehensively, creates
stability, indirectly contributes to profit and ia key element of reputation
management.

1. Definitions

Riskis defined as events that may prevent achievenfehieaims or goals of one or
more key business or project stakeholders.

Risk Management a systematic way of protecting business ressuarel income
against losses so that the objectives of the Sod#a@ be achieved without
unnecessary interruption.

Risk Assessmeistthe systematic process of identifying and anagyssks.

2. Objective and Commitment

SoJDC is committed to implementing appropriate tsti@s and processes that
identify, analyse and manage the risks associaitu it activities as a means of
minimising the impact of undesired and unexpectezhts on our business activities.
It will therefore:

) identify business objectives that reflect the iests of all our stakeholders;
° identify the threats to the achievement of our hess objectives;
° control and manage our exposure to risk by appatgnisk reduction and

mitigation actions;

° regularly review our exposure to all forms of rigkd reduce it as far as
reasonably practicable or achievable;

) apply robust risk management processes as part widar management
system;

) educate and train our staff as appropriate inmakagement;

° regularly review the risks we face as a resultwf lsusiness activities and of

the business and economic climate in which we apgra

Page- 63
P.73/2010



° identify cost-effective risk treatment options;

° identify and regularly measure key risk indicatarsl take appropriate action
to reduce our risk exposure;

) regularly review our key risk controls to ensurattthey remain relevant,
robust and effective.

We will demonstrate achievement of the individuamponents of this Policy
Standard through the preparation of documentedepiges, the reporting and review
of risk at all levels of the business and a moiitprand audit programme to ensure
that the processes are being implemented.

3. Principles

We will carry out risk assessments regularly, rddbe findings and take appropriate
management actions in a timely fashion. Risk resiemill specifically address
business, operational, financial and reputatiomstsr as well as risks covered by
Health and Safety and Environmental Protectiorslagon.

In particular, the following activities will be uedaken:

° comprehensive risk assessment performed duringpabplevelopment;

integrated contract and risk management processes;
° regular review and update of risk register;

° preparation of contingency plans for high risks;

early identification of emerging risks and init@ti of risk reduction or
mitigation action.

Where appropriate, we may need to consider spgcaliice for areas such as:

health and safety;

environmental protection;

fire and security;

° disaster recovery;

° insurance;

° media/public relations.
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4.

Requirements

SoJDC is expected to have established systems m@ogdures which address the
issues set out below in ways appropriate to the offbusiness being undertaken.

4.1

4.2

4.3

4.4

Processes

Processes in place to identify the risks associatitl SoJDC’s activities,

assess risks in terms of probability and consequemd evaluate reduction
and mitigation measures and allocate ownership.agament of risk is a
continuous process.

Training to ensure all relevant management andf staflerstand and
implement this Policy Standard.

Risk Assessment

Risk assessments conducted for development prpjeaiperty acquisitions,
new and existing contracts and contract changes. d4sessments are to
address potential risks to the expected benefits tan compliance with
relevant legal requirements. These risk assessnfiemts a key part of the
formal approval process for the project.

Risk assessments performed by competent persomuiliding, where
appropriate, expertise from external advisors.

Procedures established to update risk assessniaayprapriate intervals and
to review these assessments regularly.

Planning

Management plans prepared which describe the actibhe taken to address
any significant risks.

Key risk assessments and management measuresnoefgrén project
approval documentation.

Management

Assessed risks addressed by levels of managemprapajate to the nature
and magnitude of the risk and an overall view af thortfolio risk to the
business is taken.

Risks considered in the light of potential oppoities.

Decisions documented and the resulting actionsamehted.

Appropriate and cost-efficient actions taken to aggnand control risks.

Specific measures in place to ensure continuingptiance with Health and
Safety and Environmental Protection legislation.
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4.5 Reporting

° Procedures to ensure that regular reports idengfykey risks and risk
management actions are prepared for each proutract and business and
that summary reports are submitted to the Board.

4.6 Audit & Review

° A programme of regular audits and reviews to enstitat the risk
management procedures are being followed and tHabhned risk
reduction/mitigation actions have been implemented.

° A regular review of the risk management policiesl @nocedures to ensure

that they continue to meet Corporate Governanceinagents and the needs
of the business.

5. Responsibility and Authority

This policy standard is issued under the autharitthe Chief Executive of SoJDC.
Responsibility for implementation of this policyastlard is set out below.

° Responsibility for the achievement of this polictarslard rests with the
Executive Team.

° All staff are responsible for the ownership and enteking of their risk
management functions in accordance with this PaBtgndard and for its
implementation within the framework of SoJDC’s mdares and directives.

6. Evidence of Compliance

To demonstrate compliance with this Policy Standtre following documentation is
to be available for audit:

° Risk Management Policy Standard (this document)
° Risk assessment of SoJDC activities

° Internal and external Audit reports

° Operating procedures

° Project Risk Management Plans and Risk Registers
° Project reviews and sign-off.
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APPENDIX 7

Protocols for the Transfer of assets to and from th States of Jersey Development

11

Company (“SoJDC")
Principles

The States of Jersey (“SoJ”) is establishingD&b as a development
company. The prime purpose of SoJDC is to deliegeneration projects to
provide the best socio-economic benefit to SoJs Will be in the form of

enhancing the value of existing properties througifurbishment, the

development of new properties, infrastructure amolip realm. Regeneration
assets may be retained by the Public (SoJ) or skspof to realise capital
proceeds. Property held by either Jersey Propestglibys (“JPH”) or SoJDC

will be consolidated within the SoJ accounts.

Transfers to SoJDC

1.2

13

1.4

15

1.6

1.7

1.8

1.9

JPH carries assets on its balance sheet vatuiteir existing use basis.

For assets within a regeneration zone thaddoeiltransferred to SoJDC, JPH
will commission an independent land residual vatumbf those assets that
are capable of being developed independent of apted masterplan.

Where land and property is transferred from §#*HOJDC, the transfer value
will be the market value of the property in its siig condition, with its
existing development permissions.

However, where any land and property is withifRegeneration Zone and
where the Regeneration Steering Group has idethéfieequirement for public
realm and infrastructure, an independent asseswheatue and costs will be
commissioned by the Regeneration Steering GroufSGR with inputs
agreed by JPH and SoJDC. This independent assessantledetermine the
land residual value of the sites within a particukgeneration zone under the
adopted masterplan. This independently determiaad Fesidual value will
be the transfer value of land from JPH to SoJDC.

There will need to be a political decision t@gress with the regeneration
scheme instead of disposing of certain land.

Any land to be transferred from JPH to SoJDOclvhis outside of a
regeneration zone will be the subject of an inddpahvaluation to determine
market value commissioned by JPH. Such valuatidinfevim the basis of the
transfer value from JPH to SoJDC.

The land which forms the basis for a Regermradone will generally
comprise a combination of property currently in Rulobwnership and
privately owned property which will be acquired tmytual agreement or by
Compulsory Purchase at Market Value prior to dguelent.

Where property is acquired by JPH of behathefPublic under Compulsory
Purchase powers for transfer to SoJDC, SoJDC vaétnthe acquisition costs
inclusive of all fees and disbursements at the tifrieansfer.
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The Transfer of assets from SoJDC

1.10

1.11

1.12

2.1

2.2

2.3

2.4

2.5

In recognition of the potential additional némcome from parish rates
generated from any completed new developmentsrageneration zone, the
respective Parish should be approached to takershipeof any new areas of
public infrastructure and public realm which canresisonably be sold as part
of a commercial development. In which case theilitgbfor any ongoing
maintenance would pass to the Parish.

In the event that a binding agreement canaatehched with the respective
Parish for the transfer of ownership of public neadnd where the transfer
value of assets by JPH to SoJDC has recognisedadet account of the

costs of providing any exceptional items of publtifrastructure and public

realm (over and above that which might be alreatert into account by the
external valuer in assessing Market Value), thasfiexr back of completed

public infrastructure and public realm by SoJDCGIRH shall be at a nominal
sum.

Public realm and infrastructure transferreckita JPH must be accompanied
by an appropriate revenue stream (e.g. alfresaanie¢ car parking revenue

and/or rental income) which provides sufficientane to meet the future

property operating costs

Accounting and Budgeting

JPH and SoJDC are both within the States ofeyegroup accounting
boundary and are required to prepare accountscioréd@nce with UK GAAP,
as interpreted by the Jersey Financial Reportinghddh (JFReM) and
associated Financial Directions and procedures.

All assets belonging to JPH and SoJDC will éeorded in accordance with
UK GAAP, interpreted by the JFReM and associate@if¢ial Directions and
procedures.

Accounting for the transfer of assets betwden JPH and SoJDC will be
undertaken within the group boundary in accordanid the JFReM and
associated Financial Directions and procedures. Tileasurer will provide
direction on the specific accounting entries fazreransfer.

Where an asset is transferred from JPH foptimpose of development and/or
regeneration under paragraph 1.5, above, thistiswtended to result in a loss
of income or charge against the JPH budget unledgdh has been provided
for this purpose.

Where an asset is transferred from a Statds)gr@peration for the purpose
of development and/or regeneration under paragtephabove, it is not
intended to financially disadvantage that operation
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3.1

3.2

Detailed Protocols

Detailed protocols will be prepared for thensfer of assets relating to
individual schemes and all schemes will be subjart development
agreements in accordance with all the principlé®gtabove.

The Minister for Treasury and Resources wilisider all of the principles set
out above including detailed protocols and develpimagreements and the
financial obligations thereto before any schemepisroved.
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1.1

1.2

1.3

DIZ

Scope of Work and Methodology

The Chief Executive of the States of Jersey (SoJ) has instructed DTZ to carry out an
independent external review of the proposed establishment of the States of Jersey
Development Company Ltd (SoJDC) relative to the other structures that might be available.
The terms of reference of this review have been agreed as follows:

. To review the report proposing the establishment of SoJDC and provide comments on
the arguments used to justify the recommended structure.

o To identify alternative structures and provide a detailed analysis of the strengths and
weaknesses of each in comparison to the proposed SoJDC.

. To carry out an analysis of the proposed creation of SoJDC in relation to extending the
role and remit of the Waterfront Enterprise Board (WEB). During the course of our
advice, proposals have been developed such that SoJDC will include the activities and
assets of WEB.

. Subsequently, we have been asked to consider the JPH paper which provides initial
recommendations on the basis upon which assets will be transferred into SoJDC.

DTZ has undertaken a high level review based on the papers provided and our assessment of
the appropriate alternative structures, principally from our knowledge of structures used in the
UK. Legal and tax advice has not been sought or included. In order to deliver our advice,
DTZ has undertaken the following workstreams:

. Stage One — reviewing the SoJ objectives that any new structure should contribute
towards and providing our assessment of risk, the basis of asset transfer and overage.

. Stage Two — identifying alternative partnership models and structures that could be
available to SoJ and establishing a framework for evaluating these approaches and
structures.

. Stage Three — drawing conclusions from the evaluation in the form of strengths and

weaknesses of the alternative structures relative to the objectives set out in Stage One.

o Stage Four — recommendations including a critique of the proposals for SoJDC having
regard to the alternatives and the arguments used in the proposal paper to justify the
recommended structure; this critique will also assess the potential to extend the role
and remit of WEB.

During the course of our reporting we have identified and discussed certain issues such as
the extent of risk that SoJDC will bear and the treatment of asset value at transfer where we
considered the proposals needed clarification or amendment. We have identified these
issues within this report together with changes adopted.



21

2.2

2.3

2.4

25

DIZ

Establishing and Prioritising SoJ’s Objectives

The Corporate Services Scrutiny Panel established criteria in its assessment of the original
proposals for the establishment of the Jersey Enterprise Board. An important theme from this
analysis was the need for clear objectives.

There are multiple and complex objectives for a new regeneration structure within Jersey.
The over-arching objective is stated in the brief to DTZ as being:

“To ensure that effective regeneration takes place and to encourage the provision
of low cost and other housing. It may also have a role to play in major
infrastructure projects.”

The first draft of the SoJDC proposal paper also included implicit reference to the objectives
(for example through reference to the rationale and benefits of the proposed structure).
Notwithstanding the clear objective stated in the instructions to DTZ and the implied
objectives in the SoJDC proposal paper, we considered that it would be helpful for the
proposal paper itself to set out clear objectives as this was an area of uncertainty coming out
of the Scrutiny Committee. The revised SoJDC proposal paper now includes a clearer
definition of the roles of SoJDC and its objectives which are stated to be:

To ensure the primacy of SoJ in the governance of regeneration policy in Jersey and
any associated property development agency

To ensure the effective participation of the appropriate Scrutiny Panel in effective
oversight of such governance

To enable a consistent and co-ordinated Island-wide approach to regeneration which
aligns with the current and future requirements of the Island

To deliver a structure which is able to work with the private sector whilst protecting
SoJ’s interests

To ensure a clear division of responsibilities between strategic planning, policy, project
management and delivery.

Based on the contents of the proposal paper, the strategic questions previously posed by the
Scrutiny Committee and best practice from other relevant examples, we consider that the
objectives for the SoJDC structure fall into three categories:

The need to deliver regeneration and policy objectives including housing and
infrastructure.

The need to create a structure which optimises the socio-economic, financial and
market considerations.

The need to optimise risk to SoJ and for the structure to protect the public interest.

Against this background, we have interpreted the following objectives for the new structure:
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2.7

DIZ

Regeneration and Planning Policy Objectives

To enable a consistent and coordinated island wide approach to regeneration which
align with the current and future needs of the Island.

To consolidate the current activities of the WEB in order to deliver transformation at the
St Helier waterfront and other regeneration zones.

To establish and coordinate development aspirations through an Island wide strategic
regeneration framework.

To bring surplus SoJ land and buildings into effective use.

To provide clear accountability and separation between SoJ’s policy objectives and the
delivery.

To create a strong policy framework and design guidance that drives quality standards
into the development process.

To ensure a balance between physical, social, economic, financial and environmental
objectives.

These objectives point to the need for a structure which coordinates and raises the profile of
regeneration on the island and which is closely aligned to policy and focussed on delivery. It
will be necessary to agree where CPO powers sit within the structure. The structure will need
activities to be separated and be sufficiently flexible to balance different objectives.

Market and Financial Objectives

To deliver a structure which provides value for money to SoJ.

To ensure development schemes being promoted are financially viable and to create
conditions that will attract significant and long term private sector finance.

To facilitate the assembly of public and private land required to facilitate development.
To ensure that the pre-development stages of the regeneration process can be funded.

To ensure that SoJ benefits from development profits through the distribution of a
dividend.

To use private sector expertise, where appropriate, and private sector capital.
Where appropriate, to transfer risk to the private sector.

To unlock economies of scale throughout the development process.

These objectives mean that the structure will need to bring forward schemes which optimise
value. Schemes may need “pump priming” by the new vehicle where delivery (for example
phasing or delivery of quality design) is critical.
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2.9

2.10
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Legal and Governance Objectives

o To ensure a clear division of responsibilities between SoJ policy, strategic planning,
project definition and delivery.

. To establish a structure which has appropriate governance, accountability and is vires.

. To ensure the delivery of best value and absolute transparency and accountability to
SoJ throughout the development process.

. To enable SoJ to receive an appropriate fair value for its sites at transfer into SoJDC.

. To ensure that there is an appropriate exit strategy for SoJ when required.

These legal and governance objectives require a structure that is transparent and which is
defensible both legally and in being able to demonstrate additional value. Best value, in the
context of SoJ’s objectives and the specific circumstances prevailing in Jersey, and the
mitigation of risk will be critical criteria in ensuring that this set of objectives is met.

To avoid any perception of a conflict of interest, the statutory roles of planning policy making
and the determination of planning applications should be separated from the role envisaged
for SoJDC and its delivery partners.

We include within this report our observations and recommendations on the proposals in
relation to the mechanism for SoJ to receive market value when assets are transferred to it.

Risk

Many of the objectives listed above relate to the appropriate assessment and management of
risk. An overarching policy objective which we believe should be clarified upfront is the extent
to which SoJ wishes to bear market, financial and development risk. There is a clear
relationship between the returns that are possible and the associated risks. An optimum
structure should therefore balance risk and return rather than de facto delivering the highest
returns. In simple terms the relationship between the amount of pre-sale delivery activities
and returns can be expressed as in the diagram overleaf, against which we have plotted the
typical “risk frontier” that will be acceptable to participants in the development process:
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2.14

Diagram 1: Risk Transfer
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In our experience, the public sector in the UK is generally reluctant (or in some cases
statutorily unable) to bear significant development and market risks other than where it has a
specific mandate to deliver development or regeneration outputs (as has been the case, for
example, in various stages in the evolution of the UK’s Homes and Communities Agency and
with some of the UK’s Regional Development Agencies). There are of course also examples
of where the public sector has borne the risks of site assembly and site preparation — typically
with regeneration agencies that have intervened in situations of market failure where the
private sector has not been prepared to engage.

Development vehicles and partnerships, in the broad form proposed for SoJDC, allow the
public sector to take progressively higher risks to take more control over the form and timing
of delivery and in expectation of higher returns. A well structured development vehicle will
allow the public sector to participate with private sector finance and resources to allow it to
have more control (and potentially more return albeit at a higher risk) in the development and
delivery process. Although we will examine examples where the public sector has
participated in 50% of the risk, the principle of limiting the public sector's exposure to
excessive market and project risk should still be an important objective of the new structure.
There are some cases where the public sector will actively engage in direct development
beyond the site assembly and site preparation stages such as Waterfront Edinburgh.

In our draft report and advice, we recommended that the project delivery stage should involve
private sector delivery partners who might typically bear at least 50% of the direct project risks
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with SoJ contributing land assets as part of its equity contribution. We observed that the
proposal paper envisaged that SoJDC would have the option either to engage with the
private sector or to retain all of the development risk itself by undertaking direct development
without private sector involvement. In our draft report, we considered that this would impose
excessive risk on SoJDC and we recommended that SoJDC should share the risks more
equally with the private sector except for projects which have exceptional circumstances. In
discussions with JPH and WEB, we have subsequently had regard to:

. The processes that are now proposed to be put in place in order to mitigate risk, as
described in the proposal paper and the MOU.

. The fact that SoJ controls the majority of strategic land on the island and so can control
the supply of this land and thus manage risk.

. The specific circumstance prevailing in Jersey, most notably the fact that there are very
few potential development partners which have both a substantial balance sheet and
significant experience on the island. Also, the need to safeguard the delivery of major
infrastructure projects.

The current proposals still envisage SoJDC bearing greater than 50% of risk including pre
development, planning and construction. We have discussed this with officers in JPH and
WEB and have concluded:

. The role of developer that SoJDC will assume carries risks that cannot be completely
eliminated. The risk mitigation processes envisaged in the proposal paper and MOU do
however combine to help mitigate risks to SoJ.

. The fact that SoJ controls the majority of the strategic land on the island is an additional
protection on the assumption that SoJ and SoJDC agree to coordinate the supply of
land in the future.

. We believe that there could be potential to use the creation of SoJDC to challenge the
lack of a substantial private sector development capacity on the island by creating an
asset backed vehicle which would create critical mass to challenge some of the barriers
to entry. In this way, SoJDC could be used to attract developer appetite beyond the
existing participants. We have however been advised by WEB that this is not a key
objective and, in these circumstances, the continued lack of private sector development
capacity is an influencing factor that tends to support the proposal to retain
development and risk on the SoJ balance sheet.

Against this background and having regard to the circumstances set out above, and on the
assumption that the risk mitigation processes envisaged in the proposal paper and the MOU,
we consider that there is a case to support the proposition that SoJDC should retain more risk
than would be typical in the UK.

Asset Pricing at Transfer

Irrespective of the structure adopted, SoJ will need to consider at what point, and on what
basis, the underlying value of the assets should be received. We have read the JPH paper
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2.20

recommending the basis of asset transfer and concur with its conclusions and we understand
that it is now proposed that it will be the standing presumption that assets will transfer at
Market Value (as described below) and that any exception to this will be at the discretion of
the Minister for Treasury and Resources. The key departure from the principle of Market
Value is envisaged to be the where there is a significant cost of providing upfront
infrastructure costs and public realm. As most of the scheme’s are envisaged to be in a
Regeneration Zone, and in turn most regeneration projects require upfront infrastructure
and/or public realm, it is likely in practice that many schemes will fall into the category of sites
which require the Minister to exercise its discretion.

To assist in establishing the principles, we have illustrated below the component parts of an
asset’s value. This is not to scale as the proportion of each component will vary between
assets and indeed, for any particular asset, will change over time depending on
circumstances such as development certainty.

Diagram 2: Segmenting current and future value

Eventual “worth” of
the property if all
uncertainties are

Speculative value not
reflected in the price
that the market would

Suitable for

statements

resolved pay today

Hope Value

> Market Value

financial Existing Use Value

DTZ considers that it would be appropriate, as a general principle, for SoJDC to pay Market
Value at the date of transfer. As opposed to Existing Use Value, Market Value includes
such expectation of a change in the circumstances of the property that buyers generally in the
market would reflect in the price. The Royal Institution of Chartered Surveyors (RICS) gives
examples of circumstances where hope value would impact on Market Value as being “the
prospect of development where there is no current permission for that development; and the
prospect of...merger with another property.”

We consider that it is logical that properties that have been declared surplus and which are
transferring from JPH to SoJDC for development should transfer at a price that includes
hope value (to the extent that the market generally would reflect future prospects, as per the
definition of Market Value) rather than being constrained to the definition of Existing Use
Value. It should be further noted that the RICS Valuation Standards states that Existing Use
Value should only be used for valuing property that is owner occupied for inclusion in financial
statements.
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2.23

2.24

2.25

2.26

The fact that the transfer will be to a company owned by SoJ does not imply to DTZ that
Market Value should not be paid. In the UK, the general rule is that transfers between
Departments are at Market Value. HM Treasury guidance (Managing Public Money, February
2009) states that “public sector organisations may transfer assets among themselves without
placing the property on the open market, provided they do so at market prices.” We consider
that transfer at Market Value will protect SoJ in the event of a catastrophic failure in a project
(so that SoJ will at least have received asset value even if it does not receive development
profit) and it will impose a discipline on SoJDC so that its focus is on maximising and
unlocking the latent development value over and above the Market Value. In this way,
separating asset value receivable at transfer from development profit receivable after
development will be an important mechanism for SoJ controlling its risk.

In the event of any regeneration projects it might be appropriate, by exception, for assets to
be transferred at below Market Value. This is the basis of the approach set out in the proposal
paper. This should be a transparent decision made on a case by case basis having regard to
the regeneration benefits that might accrue. In the UK for example, public bodies have the
opportunity under the General Disposals Consent 2003 to dispose at less than best
consideration (capped at £2m “loss”) in cases where it can demonstrate “social and economic
wellbeing.” We consider that if there are any regeneration projects in Jersey that require
transfer to SoJDC at less than Market Value then such a disposal would need to be an
exception and subject to appropriate approvals.

As stated above, we understand that it is now agreed that the assets will transfer at Market
Value other than by exception at the discretion of the Minister for Treasury and Resources.
This enables the Minister to consider for example whether infrastructure and public realm
should be paid for in lieu of asset value.

Overage and Dividends

Adopting Market Value (and therefore such hope value and marriage value that would be
payable in the market) does not infer that development profits will not be available to SoJDC.
Hope value is generally at a discount to the eventual “worth” of the property reflecting
uncertainties such as the prospects of obtaining planning permission and the conditions that
will attach to any planning permission. The potential for uplifts in value by resolving the
development uncertainties is illustrated by the green segment in diagram 2.

It will therefore be appropriate for SoJ to share in development profits created by SoJDC
having regard to the risks, capital and other resources incurred by SoJDC and its delivery
partners. Clearly any private sector partner will require a profit commensurate with these
costs and risks and these will need to be paid as a priority ahead of any overage. The share
of overage/net profit would be set by the Minister for Treasury and Resources. The amount
due from SoJDC could be calculated and become payable on a project by project basis or
through an annual corporate dividend.

We consider that there needs to be a clear policy under which SoJDC distributes dividends
back to SoJ. The precise dividend policy has not yet been established but our interim
observations are that this could either be a pre-determined and fixed dividend (provides
apparent certainty but relies on an accurate projection of the future profitability of SoJDC), or
it could be based on a fixed “tariff’ system based on outputs (this has the advantage of clarity
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but it is inflexible) or it could be based on a “business plan” approach through which SoJDC
prepares a five yearly rolling business plan which includes annual budgets against which
dividends can be drawn (having the advantage of more flexibility in the event that cash is
needed to be retained within SoJDC for future investment - but at the expense of certainty). In
any event we consider that an “open book” approach would improve accountability without
any significant loss of operational integrity to SoJDC.

Summary

We have identified three primary objectives of SoJ:

. To enable a consistent and coordinated island wide approach to regeneration which
align with the current and future needs of the Island.

. To deliver a structure which is attractive to the private sector whilst protecting SoJ’s
interests.
. To ensure a clear division of responsibilities between policy, strategic planning, project

definition and delivery.

Additional objectives of the States have been identified within three categories: regeneration
and policy objectives; market and financial objectives; and legal and governance objectives.

A vision statement would help to clarify the over-arching purpose of SoJDC and the
associated structures to the multiple stakeholders.

The proposals envisage SoJDC bearing more risk than we would consider typical compared
to the public sector’'s exposure in similar vehicles in the UK, but for the reasons stated, we do
think that these circumstances combine to provide a case for SoJDC to retain this risk
particularly when it performs the role of developer. Clearly, SoJ will need to be satisfied that it
is aware of the risks that SoJDC will bear and that the proposed mitigation risks adequately
reflect the risk profile that it is acceptable to the States.

We consider that properties should be transferred into SoJDC at Market Value, the definition
of which includes such “hope value” that the market generally would attribute based on the
circumstances of the property at transfer. We understand that this has been accepted as the
general presumption with any exceptions being a Ministerial decision.
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3. Alternative structures and evaluation of different options

3.1 We first identify the alternative structures that should be considered, followed by a
commentary on the appropriate evaluation criteria.

Alternative Structures

3.2 There is no single definition or type of partnership solution involving public assets. Most
previous examples in the UK have addressed regeneration aims and have been set up in a
variety of forms such as straight land sales, Development Agreements and Joint Venture
Agreements, regeneration vehicles such as Urban Regeneration Companies and wider Public
Private Partnerships, for example the Property Regeneration Partnership model introduced by
BWB, and regeneration agencies One North East and EMDA.

3.3 More recently the UK Government has encouraged local authorities to consider applying the
principles of the regional PRP model in Local Asset-Backed Vehicles (LABVS) in which the
council inject both operational/non operational and development assets into the vehicle, and
the private sector injects the equivalent equity. There is the capability to borrow against this
equity to invest in new development and improved assets, with profits being shared.

3.4 Without a single, centrally approved vehicle or primary legislation there have been numerous
examples of potential structures from within the experience of the UK alone. Appendix 1 lists
over 30 different structures which have been used to deliver regeneration and service
transformation.  Each structure has different characteristics reflecting varying objectives and
purposes.

3.5 Against this background, we have selected the following category of structures as being
potentially available to SoJ and therefore requiring assessment. In short listing these
structures, and in the subsequent analysis, we have not reflected any legal or tax
consequences which may in practice change the assessment.

3.6 The alternative structures available to SoJ fall into three broad categories:

. A national programme of individual land sales and/or development agreements, for
example the ongoing programme of sale of surplus NHS assets in the UK

o A leadership and coordinating role of delivering economic regeneration such as an
Urban Regeneration Company (URC) structure, for example Sheffield One, or Urban
Development Corporation (UDC).

. City or regional joint ventures with the private sector such as Property Regeneration
Partnerships and Local Asset Backed Vehicles including City Development
Companies. There are several recent or emerging examples including London
Borough of Croydon and Blueprint (East Midlands Development Agency, English
Partnerships and Igloo).

3.7 The characteristics of each approach are summarised overleaf together with examples of best
practice which may be applicable to SoJ aspirations.
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Programme of individual land sales and/or development agreements

3.8 Although a very familiar and basic concept, the key features of this approach are illustrated
below as it would apply for SoJ for comparison with the alternative approaches and to
demonstrate the rigid separation (bringing pros and cons) between policy and delivery:

Diagram 3: A coordinated sales programme

Transfers title

»
5ol Executive Purchasers
Statutory Planning e T
X h'“'-n,_h [ [T —
Other Policy Limited obligations Transfers title
Framework {ifany) Developer/
Speculator
Property Asset
Management
| Land Sales
Surplus property With/Without planning
Surplus property | Development sl property asset
Agreements - A
Surplus property S
i “~._ Transfers title
. 1 Commits to ~
Pays land price + ) .
overage ; design and other .
i Outputs S

Developer I S
Developer Pays sale price

Purchasers

3.9 The key features of this approach are:

Scope of activities e Establish policy and property strategies
(SoJ) ¢ Identifying surplus assets

e Obtain planning consent prior to sale where appropriate, or
overage where sold without planning

e Maximise competition between purchasers

e Establishing some exemplar schemes through development
agreements

11
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3.10

Objectives .
[ )
Structure U
[ )
Sources of assets .

Sources of funding

Flexibility, Control and e
Risks

Exit Strategy o

Orderly disposal of assets
Minimise risk to SoJ
No formal structure for delivery activities

Template sales agreements and development agreements would
increase efficiencies

JPH would identify surplus assets and this approach only related to
these surplus public assets

Private sector incurs all development costs
Phasing is supply led (release of surplus assets) rather than
demand led

SoJ has control of supply of assets but limited control of design
beyond normal planning policies and through development
agreements

Ongoing disposal programme without a need for an exit strategy

Best Practice Guidance  From NAO Audit of NHS Estates

Set clear targets for site disposals and exemplar standards

Strengthen estate strategy to improve information in regard to
disposal programme plans

Establish whether there is a persistent concentration of sales
completed at the year end and investigate the value for money
provided by these sales

Improve contact and liaison between estates team and planning
officers (subject to vires constraints)

Strengthen guidance on the best use of presale valuations

Assess scope to complete some sales more quickly with potential
to bring forward receipts and reduce sales costs

Create a named clearance house arrangement to improve
awareness and notification procedures

Urban Regeneration Company (URC) and Urban Development Corporation (UDC)
structures

URCs are a key delivery vehicle in terms of regeneration in the UK. They have been
promoted by the Government in an attempt to achieve focussed and integrated regeneration
for key towns and cities. They are independent companies established by the local authority
and appropriate Regional Development Agency. They work alongside English Partnerships
and other local stakeholders including employers, amenity groups and community

12
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3.11

3.12

3.13

3.14

3.15

3.16

3.17

representatives. They are perceived as strong in terms of achieving co-ordination and co-
operation through integrating different streams of regeneration initiatives.

They were created to champion and stimulate new investment into areas of economic decline
and to co-ordinate plans for their regeneration and redevelopment. Their principal aim is to
engage the private sector in a sustainable regeneration strategy, working within the context of
a wider Strategic Regeneration Framework or masterplan which takes full account of the
problems and opportunities for the whole area.

In terms of funding for URCs, they are responsible for co-ordinating plans and attracting new
investment through the “purposeful and imaginative” promotion of their areas. They require
prioritisation of public sector funding over a substantial period (10-15 years) in order to attract
private investment at the levels required to bring about sustainable renewal. In most cases,
URC’s operating costs are funded by the key public sector organisations involved in them
which in the UK are the relevant RDA, the Local Authority and EP.

Urban Development Corporations are similar development vehicles to URCs with a strong
emphasis on physical regeneration. They were first established under the Local Government,
Planning and Land Act 1980, but have since been revived through the UK Government's
Sustainable Communities Plan of 2003 where the Government stated that it would seek to
establish new mechanisms in growth areas to drive forward development. UDCs have since
been established in Thurrock Thames Gateway, London Thames Gateway and West
Northamptonshire.

The purpose of a UDC is to:

. Bring land and buildings into effective use

. Encourage the development of existing and new industry and commerce

. Create and attractive environment

. Ensure that housing and social facilities are available to encourage people to live and

work in the area.

On this basis UDCs are able to acquire, hold, manage, reclaim and dispose of land and other
property (including CPO powers), carry out building and other operations, seek to ensure the
provision of water, electricity, gas, sewerage and other services and carry on any business or
undertaking for the purpose of regenerating its area.

UDCs are also invested with development control powers for strategic planning applications in
support of their objectives/purpose. Each UDC has a term set for seven to ten years with a
review after five years. They are funded by Central Government (DCLG) and run by Boards,
Members for which are appointed by the Secretary of State following advertisements through
the media but with guaranteed local authority representation.

A URC/UDC structure as it might apply in Jersey is illustrated below:
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Diagram 4: A URC style structure
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3.18 The key features of this approach are:

Scope of activities

Objectives
Structure

Sources of assets

Sources of funding

¢ Integrated public support, both financial and policy
e Recognition in Jersey Development Plan

e [Focus on prioritising projects, infrastructure and some delivery (eg
to address market failure)

¢ URC Board potentially chaired by private sector representative

e Determine and respond to island wise priorities rather than being
reactive

e Strong link between island wide programmes — policy and delivery
¢ No formal structure for delivery activities

e Land from SoJ (JPH)
e Third party land can be promoted for development

e URCs do not have any additional resources or powers over and
above those that the partners commit. Instead they tend to
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champion, influence, guide and stimulate investment into an area.

e All funding members of URC should commit at outset to specified
revenue funding and indicative capital funding for say 3 years and a
longer term commitment (10-15 years).

Flexibility, Control and e Business plan led
Risks

Exit Strategy e Time limited body
e Agree exit strategy (long term and force majeure) at outset

Best Practice Guidance From URC Guidance and Qualification Criteria May 2004 UK
Government

e The need for a long term business plan

e The requirement for all funding members to sign up to the URC and
the reporting framework

e Maintaining a three year rolling funding programme

e Establishment of a system of joint approvals for capital projects

Property Regeneration Partnerships and Local Asset Backed Vehicles

3.19 Innovative Public Private Partnerships are increasingly being explored as a means to
facilitating the renewal of large urban areas where other regeneration models are having, or
likely to have, little impact.

3.20 In the UK, the Housing Green Paper in July 2007 proposed the creation of Local Housing
Companies (LHCs) — public private partnerships designed to boost house building rates.
LHCs would see local authorities investing land in the development process and private
developers and other investors providing funding to an equivalent amount. The joint venture
will be jointly owned with a 50:50 split, or 51% by the private sector and 49% by the public
with both organisations sharing the risk and benefits of the development process. The theory
behind LHCs is that it will strengthen local authorities’ position at the centre of the
development process, provide a range of opportunities for investors and development
partners and at the same time help to increase the supply and range of new homes available.
Around 50% of all new homes built by LHCs will be for affordable sale and rent.

3.21  Local Asset Backed Vehicles (LABVs) are another example of a PPP. They were first set up
by some RDAs and combined significant public investment with long-term commitment from
the private sector. LABVs are organisations with equal public and private sector assets,
whose purpose is to comprehensively regenerate an area. Public sector assets, such as land
or property, are invested into the vehicle, with the private sector partner providing funding of
an equivalent value. The LABV uses its assets to raise further funds from banks and other
lenders in order to carry out regeneration projects. Existing examples of LABVs are as
follows:

15



3.22

3.23

Isis Waterside Regeneration — a joint venture between regulator British Waterways, the
Igloo regeneration fund and developer Muse

Blueprint — a partnership between East Midlands Development Agency, EP and the
Igloo regeneration fund

PxP — a partnership between regional development agency Advantage West Midlands,
developer the Langtree Group and the Bank of Scotland

Croydon Council Urban Regeneration Vehicle — involving four town centre sites
including the council’s town hall.

An asset backed structure as it might apply in Jersey is illustrated below:

Diagram 5: An asset backed structure
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Frojects
The key features of this approach are:
Scope of activities e SoJ establishes priorities and policy

e 50/50 SoJ and private sector vehicle

e Vehicle establishes property strategies and individual masterplans
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e Physical delivery led by private sector but with SoJ sharing in
upside (and some project risk)

e Can kick start regeneration in areas of weak market appetite
because of long term life and profit sharing

e Generates a commercial return for distribution between SoJ and
private sector

e Strong control of deliverables including design and quality
Objectives e Strong link between island wide programmes — policy and delivery
e Strong focus on delivery of regeneration — and quality
e Unlock additional investment
Structure e Limited liability partnership
e 50% SoJ, 50% private sector
e Equal voting rights
Sources of assets e Land from SoJ (JPH)
e Third party land can be acquired

Sources of funding e Private sector “match funds” equivalent to value of public sector
assets

e Able to leverage debt funding

Flexibility, Control and e Alignment between SoJ and private sector

RIS e Equal sharing of risk
e Control shared between public and private sectors
o Flexible length of life

Exit Strategy e Time limited body

e Agree exit strategy (long term and force majeure) at outset
Best Practice Guidance e Secure political support

¢ Need to demonstrate additional value created by LABV

¢ Need for appropriate governance given it is a 50/50 vehicle

e Establish mechanisms to sustain stakeholder engagement

¢ Financial treatment of assets as they leave SoJ balance sheet

¢ Need for early wins

17
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Proposed Structure for SoJDC and Related Agencies

3.24  The current proposal for SoJDC and associated agencies has been explained as illustrated

below:

Diagram 6: Current Proposals for SoJDC and other functions
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3.25  The key features of this approach are:

Scope of activities

e Clear separation of roles:

(©]

(©]

Policy (Planning and Environment Division)
Vision and Strategy (RSG advised by RAB)
Scrutiny (SoJ Executive and Scrutiny Committee)
Ensure best value of property at transfer (JPH)
Strategic estates planning and delivery (JPH)

Delivery shared between SoJDC and private sector (although
we note that SoJDC can still bear more than the 50% risk that
we recommend)
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Objectives

Structure

Sources of assets

Sources of funding

Flexibility, Control and
Risks

Exit Strategy

Clear distinction and separation of roles to maintain independence
of Planning and Environment, ownership and delivery.

To ensure that effective regeneration takes place and to encourage
the provision of low cost and other housing and major infrastructure
projects.

Separate functions between Planning and Environment Minister
(policy and determination of planning applications); Regeneration
Steering Group (strategy) and SoJDC (delivery).

The role of the Planning and Environment Minister is set out in the
protocol paper provided by JPH.

In addition, SoJDC will be directed by a political group comprising
RSG which will be chaired by the Chief Minister. The parameters
within  which SoJDC will operate are set out in the draft
Memorandum of Understanding with the Minister for Treasury and
Resources.

SoJDC to be a limited company with a single share held on behalf
of the Minister for Treasury

Surplus assets from JPH

Third party land can be acquired if needed to facilitate development
Part funding from Treasury

Part funding from private sector in joint ventures

Structure appears reasonable rigid but activities within each can be
flexible

MoU seeks to manage risks by establishing risk boundaries at each
stage of development process

DTZ has recommended that SoJ should seek a development
partner that will take at least 50% of the risks. The proposals still
envisage SoJDC bearing more than this risk. We acknowledge that
the MoU has some measures that seeks to allow the public sector
risks to be assessed and accepted/rejected for each development
at key “gateway” stages.

SoJ should receive Market Value for the sites at transfer into
SoJDC in order to protect against a “double whammy” risk of losing
underlying asset value and development profit in the event of a
catastrophic project failure. Any exception to this will be at the
discretion of the Minister for Treasury and Resources.

RSG and SoJDC will be subject to independent scrutiny by the
Public Accounts Committee and the Corporate Services Scrutiny
Panel.

So0JDC assets to be transferrable back to SoJ
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3.26

3.27

3.28

Summary

There is no single definition or type of partnership solution involving public assets. We have
identified over 30 structures which have been used elsewhere.

Structures can be grouped into three broad categories which in a Jersey context are: a
coordinated programme which raises the profile of JPH and which drives out efficiencies in
the process rather than a formal re-alignment of structure; a URC style approach which would
be an independent company which champions the development of SoJ’s surplus assets and
attracts new investment; and an asset backed vehicle with equal public and private sector
assets, whose purpose is to comprehensively regenerate areas of Jersey.

SoJDC is closely aligned to an asset backed vehicle structure and shares many common
themes. The principle of private sector engagement needs to be clarified.
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4.2

DIZ

Conclusions on the strengths and weaknesses of the alternative
structures and the proposals for SoJDC

In the previous section we have provided the characteristics of each structure. We have
sought to consider and address the following key questions:

. Does the structure give sufficient flexibility and control?

. Does the structure integrate policy objectives and help to deliver island wide priorities?
. Is there sufficient transparency of separation between policy and delivery?

. To what extent are activities focussed on promoting and preparing sites for

development and to what extent on the physical delivery of development?

. Do the proposed structure and activities actively help to deliver housing and
infrastructure?

. Is the approach reactive or proactive?

. Is funding for project delivery principally from the public resources, private sector or
both?

This analysis forms the basis of the following table:
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Table 1: Evaluation Summary

Control and Island wide Separation Scope of Housing and |Reactive or Funding?
flexibility? policy between activities? infrastructure |proactive?
integration? policy and delivery?
delivery?
= Very flexible as |= Scope for = Yes = Planning and = Not addressed = Reactive = Private
Land Sales/ . . N . )
sites dealt with inefficiency disposal only directly
Dev Agreements individually
= Flexible = Strong focuson |= Yes = Some direct = Akey aim would [= Proactive = Both but
URC style . L .
approach with coordinating an development be to focus principally
structure control over SoJ island wide (shared with delivery on private sector for
assets approach private sector) housing and delivery
but mainly policy infrastructure
led priorities
= Strong control = Strong focus on |= Yes but may be |= Direct = A key aim would [= Proactive = Shared 50/50
Asset Backed . s . ) .
but potentially coordinating an perception of development be to focus with private
Vehicle inflexible island wide conflict of 50/50 with delivery on sector
approach interest private sector housing and
infrastructure
priorities
= Strong control on |= Strong focus on |= Rigid separation |= DTZ = Akeyaim is to = Proactive = SoJDC will,
Proposed SoJDC . L ’ .
the assumption coordinating an between policy recommends focus delivery on where
that our island wide and that that SoJDC housing and appropriate,
recommendation approach determination of engages with the infrastructure access private
that Market planning private sector to priorities funding but will
Value is received applications balance risks bear the majority
at transfer is (Minister), and returns. of the
accepted strategy (RSG) development
and delivery risk.
(SoJDC)
Key
Likely to meet objectives of SoJDC
Partly meets or requires modification to meet minimum requirements of SoJDC
Unlikely to meet requirements of SoJDC
Summary
4.3 We can draw the following strengths and weaknesses from this analysis:
. A coordinated land sale approach is straightforward and flexible but unlikely to meet
SoJ objectives
. A URC style approach would add value by raising the profile of development and

regeneration activities and clarifying policy objectives with a clear champion role. The
strong asset base that could be provided by SoJ would probably be sub-optimised by
this structure.
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An asset backed vehicle and the SoJDC approach have similar themes, particularly in
that both structures separate policy from delivery and we consider that the SoJDC
approach does this effectively. The LABV approach envisages a more side-by-side
balance of risk between the public and private sectors whereas SoJDC involves less
risk transfer for the reasons stated in this report.
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5. Conclusions including a critique of the benefits stated in the proposal
paper
5.1 In critiquing the arguments used to justify SoJDC in the proposal paper, we have:

. Reviewed each stated benefit by seeking to provide an evidence case to support the
assertion; and identifying additional potential benefits.

. Reviewed the observations of the Scrutiny Committee to assess the extent to which the
arguments provided in the proposal paper address the concerns raised.

Benefits of the proposition used in the proposal paper

5.2

extent to which these are evidenced.

Table 2: Critique of stated benefits

Proposed justification used in the
proposal paper

A clear division of responsibilities for the
control of policy determination, strategic
planning, project definition and development
implementation.

A consistent and coordinated approach to
regeneration; Island wide

Clearly defined objectives which align with
the current and future needs of the Island

Absolute transparency and accountability to
the States Assembly throughout the
development process.

We set out below each benefit used in the proposal paper together with our opinion of the

Comments
(v positive  mneutral % weak/uncertain)
v' The proposed structure clearly separates policy,

strategy and delivery with a transparent separation of
planning approvals

We believe that this is a strong feature of the proposals
for SoJDC and the other functions and that the new
structure will be able to demonstrate a distinctive role
which is adding value to the ambition of a consistent
and coordinated approach.

The separation of the functions will enable clear
ownership of responsibilities to be established within a
consistent framework.

The proposed structure gives clear ownership and
accountability and moves away from a fragmented
approach.

The structure and functions appear to be flexible to
take account of future changes in policy.

The structure would enable SoJ to align objectives of
multiple stakeholders.

The structure clearly identifies that responsibility will be
with SoJDC with accountability to RSG.

As stated elsewhere, the scope of activities (primarily
in relation to funding and risk) of SoJDC involve more
risk than comparable structures in the UK.
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The ability to assemble public and private
land required to facilitate major property and
infrastructure projects within the boundaries
of current legislation

The means of funding the design
development stages of the regeneration
process to a point at which projects may be
granted planning consent and competitively
tendered in the open market

By undertaking the redevelopment of States
owned property via joint venture SPVs
between Property Holdings and the Jersey
Development Company, the States of Jersey
maintains direct control of its assets

Further, if ownership of the developments is
retained there are the following benefits:-

o the potential to create income generating
assets;

e greater financial rewards for the Public of the
Island from its land ownership and property
assets;

e greater control over what is built in terms of
use/size of units etc. and the design; and

e alternative land use for certain activities that
may be necessary to diversify the Island’s
economy

We anticipate that (once clarified) the roles,
responsibilities and limitations of SoJDC will be
established through Articles of Association.

We consider this is clear although a legal opinion will
clearly be required.

We believe that the proposal paper should clarify
whether funding for third party land purchase will be
from SoJDC (and SoJ funds) or will include private
funding.

The proposal paper could helpfully include clarification
on where CPO powers will sit within the structure.

Subject to the clarification referred to previously, we
consider that this benefit is clearly established.

A coordinated structure as proposed should also
enable non-market facing projects to be progressed
with cross funding from other profitable projects.

A 50/50 structure would enable SoJ to benefit from
development profits without taking 100% of the risk but
this structure is not being pursued because of the lack
of private sector development capacity in Jersey and
other circumstances prevailing on the island.

Taking forward direct development projects will by
definition provide total control.

A joint venture of at least 50% private sector equity is
more normal in the UK and SoJ needs to be
comfortable that the circumstance in Jersey support
the proposal to retain most of the risk within SoJDC.

We agree with these stated benefits, particularly the
control of design (although recognising that this can be
achieved through design codes, planning consents
etc).

We consider that the effects of risk need to be
addressed as well as alternative opportunity costs of
releasing these assets.
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5.3 We consider that the following additional benefits could be stated:

Table 3: Additional benefits

Additional benefits Comments

¢ Leveraging additional private sector *  Could be demonstrated if S0JDC structured to
capital accommodate this.

e Promoting a long term view *  The structure could be established so that a private

sector partner was incentivised by performance over a
long period, say 10-20 years.

« Creating efficient procurement processes = Projects can be added to main partnership structure
and demonstrating best value potentially without the need for separate procurement
e Enabling cross subsidy = Structure allows for non-market facing schemes to be

cross funded by profitable schemes

 Economies of scale = Combining projects within the vehicle could bring
economies and private sector debt at cheaper rates

Risk Transfer = |f structured appropriately, SoJ could benefit from the
transfer of specified risks to the private sector.

Observations of the Scrutiny Panel

5.4 The Corporate Services Scrutiny Panel established criteria in its assessment of the original
proposals for the establishment of the Jersey Enterprise Board. We have listed these below
and provided n assessment of whether the current proposals address these criteria.

Table 4: Responding to Scrutiny Panel observations

Scrutiny Panel Observation Comments

* Are the objectives clearly set out? = On the basis of our comments earlier (on having a
separate section on objectives) being accepted, we
consider that the objectives will be clearly established.

* Does the vehicle structure, its remit and v' Subject to clarification on the engagement with the
the terms of reference contribute to private sector we consider that the proposals represent
meeting the objectives relative to an appropriate balance between the benefits of an asset
SUETENE SHUETESy backed vehicle and a strong policy based approach
typical of a URC.

e Is the role envisaged for the State in the x  We have stated our concerns about the risk of 100%
proposed structure appropriate?
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development risk.

e What are the internal or external *  Subject to discussion with JPH, we are not aware of any

constraints which may preclude the
success of the proposal?

constraints.

e Is there a demonstrable benefit from the v" The benefits listed above combine to provide added

55

5.6

proposition?

value.

Extending the role of the Waterfront Enterprise Board

Given the perception problems referred to by the Scrutiny Panel, we agree that SoJDC must
not be seen as “WEB by any other name.” Equally, we do not believe that it would be helpful
for WEB to operate in parallel with SoJDC as this would cause confusion in the market.

We are not aware of the legal implications but in principle we consider that it would be
appropriate for WEB to be seen to be dishanded and SoJDC taking its place with a different
remit. In practice it may be beneficial for WEB to become a subsidiary of SoJDC so that
assets and projects can transfer but it would seem important that this is seen in the public
consciousness as a fresh vehicle with a different agenda focussed on excellent design,
purposeful delivery, long term value and built on the principles of partnership.
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Appendix 1

Alternative Structures
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List of indicative alternative structures used in the UK to deliver regeneration
and service transformation goals in conjunction with public or private partners

. LABV (Local Asset Backed Vehicles)

. PIP (Property Investment Partnerships)

. PPP (Public Private Partnership)

. UDC (Urban Development Companies)

o URC (Urban Development Company)

. LHC (Local Housing Company)

. CDC (City Development Company)

. LSP (Local Strategic Partnership)

. URC (Urban Regeneration Company)

o DA (Development Agreement)

. Planning Agreement (S106 TCPA 1990)

. UA111 (Unilateral Agreement Section 111 Local Government Act 1972)
o Well being (Section 2, Local Government Act 2000)
. LEP (Local Economic Partnership)

. HA (Highways Agreement s278 TCPA 1996)

o LIFT (Local Improvement Finance Trust)

. MAA (Multiple Area Agreement)

. LAA (Local Area Agreement)

. PFI (Private Finance Initiative)

. URYV (Urban Regeneration Vehicle)

o PRP (Property Regeneration Partnership)

. IPPP (Institutional Public-Private Partnerships)
. EDC (Economic Development Companies)

. BID (Business Improvement District)

. LDA (Local Development Agencies)

o BSF (Building Schools for the Future)

. LEP (Local Education Partnerships)

o RSL (Registered Social Landlords)

o HMR (Housing Market Renewal)

. Pathfinders

. LAPF (Local Authority Property Fund)

. TIF (Tax Increment Finance)

. BRS (Business Rate Supplement Business Rate)

) CIL (Community Infrastructure Levy)
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