STATEMENTSON A MATTER OF OFFICAL RESPONSIBILITY
5. Statement by the Vice Chairman of the Economic Affairs Scrutiny Panel regarding

the proposed sale of Jersey Telecom
5.1 Deputy J.A. Martin (Vice-Chairman, Economic Affairs Scrutiny Panel):
On 9th October the Minister for Treasury and Resesitodged P.153/2007 - JT Group Limited
(“Jersey Telecom”): proposed sale - for debate @h Rovember. Members will be aware that
as a consequence of Scrutiny Report S.R.5/200Mthister for Treasury and Resources agreed
to set up a joint review steering group to addeessimber of issues raised by the panel. These
included the conditions to be placed on the salentgure that J.T. (Jersey Telecom) does not
become highly-geared; the conditions to be placedthe sale to ensure that the level of
competition is not reduced; the need to place ¢mmdi on future onward sales of the company;
the retention of an appropriate skill base on giand; the protection of the employees’ terms
and conditions; and a review of the effective ragah of the J.C.R.A. and resource
requirements. The joint steering group attempteddal with these points within the Oxera
(Oxford Economic Research Associates) report oh20ily 2007. The agreed conclusions
issued by the steering group contained a rangeaafmmmendations to be considered prior to a
sale. Consequently, the Minister for Treasury &webources has given a large number of
assurances about the principles and the procestheofsale within P.153/2007 and its
accompanying report. However, what is not clemrhow the Minister intends to deliver the
assurances made. In order to have a proper debdtes proposition, these assurances need to
be tested. The sub-panel is currently seekind Eghother advice to ascertain how robust these
assurances are on gearing and contracts, in drdethe debate is better informed. In addition,
further clarification needs to be obtained on whketthe Regulation of Undertakings and
Development Law or other conditions can indeed enthe maintenance of an appropriate skill
base and employment opportunities that exist agagmte In addition, on 6th March 2007, the
panel’s report to the States on the privatisatibdeysey Telecom clearly recommended that
there should be an immediate review of the J.CR.#kill base, resources and legal powers.
Such a review should be part of any privatisatitamping and be completed before the States is
asked to decide whether to sell. However, to dateterms of reference for the review - to be
commissioned by the Chief Minister and the Minidtar Economic Development - are still in
draft form and can be seen on page 292 of P.153/20he panel are concerned that the draft
terms of reference do not specifically addressefifectiveness of the J.C.R.A. as a regulator of
telecoms; nor does it address the level of ressureguired in the case of potential litigation.
The panel does not consider that the statutorymmim 6-week lodging period allows sufficient
time for Members and Scrutiny to do justice to #92 page document, nor does it feel that it is
wise to debate the sale of such a fundamentalyugitior to the completion of a full review into
the skills base, resources and legal powers avail@bregulators to ensure that a privatised
telecom communications can be effective and efittyeregulated. The panel has requested the
Minister for Treasury and Resources to defer theatieto allow time for these issues to be
addressed but, so far, he has indicated that henetildo so. The panel therefore feels it must
ask the States to defer this debate to allow drtalyse the proposals, to address the concerns
expressed above and to allow the Minister to recéie panel’s work. At the appropriate time,
Sir, in the arrangement of business, | will be agkior a deferral of the debate until at least
January 2008.

The Deputy Bailiff:
Does anyone wish to ask a question?

5.1.1 Senator T.A. Le Sueur:

| take note of what the vice-chairman and the phaslsaid and | think the time to decide on the
debate of the meeting would be in 2 weeks’ time nwhee meet to fix business for the

subsequent meeting. | have a question for the-che&rman because this looks to me



suspiciously like delaying tactics. | would asketlirer the vice-chairman would confirm that the
concerns of the panel over the J.C.R.A. are nowotllg outstanding matter concerning the
panel? It strikes me there is a danger that hangaglved this one they will then come up with
another excuse to delay, so can the chairman confitat this is the only matter now
outstanding?

Deputy J.A. Martin:

No, Sir. For those who sit on the panel, we allehdifferent varying concerns. My one is about
the J.C.R.A. | would put that at the top of my.liBut, as | said, there were many assurances in
P.153 and | sent a letter around yesterday, fqpesdble who had not noticed, to even read page
46 and 47, which is referred to in the propositidle have assurances about maintaining skill
bases in the Island, used in the Regulation of Wakiegs. | need to know how it will be done,
or the panel needs to know. In fact, the Islangdseo know, Sir. Then we have the rights of
the employees and the other assurance is the esibfe basis is provided for long-term growth
and development of Jersey Telecom. Once all tBese achieved, the Minister will get the best
price obtained for Jersey Telecom. Well, we fiod,the panel, if the first 3 are arrived at and
are do-able, that 4 will be a very high price,tibfl. So this is why we are asking for the delay,
that we can test some of the assurances givermedithy the Minister, and it is certainly not just
the powers of the J.C.R.A. But | will add, Sir, trat, that there is a review. The terms of
reference are on the back - 9 terms of referendenane of them cover the resources needed for
the J.C.R.A. if they have to fight limiting compein because the money for that does not come
under regulatory powers, it comes from the Staf€ksese are very real concerns and | do not
think it is a matter of business for 2 weeks’ timethink that the States and the panel who are
doing the work on looking at these assurances neetb know now that we have more than 4
weeks to carry out this work.

5.1.2 Senator T.A. Le Sueur:

Would the vice-chairman like to confirm that shelerstands the proposition is a sale process in
2 stages and it is at the second stage of the ggptager next year, that the decision will finally
be made?

Deputy J.A. Martin:

Yes, Sir, | do understand. | think | have beerthe States long enough to see that when a
proposition says: “To agree in principle”, that B&tes.. then | have to read 292 pages. | will
say, Sir, and being on the sub-panel, | have olsWoseen a lot of this document before. But |
am thinking of other Members and | am thinking loé questions we need to ask. We need to
interview the Minister for Economic Developmentnded to know how he is going to work the
Regulation of Undertakings and Development Law takensure we maintain a skill base for
Jersey Telecom - or Telecom’s work as part of aeJeworkforce. From my knowledge when
one of the incumbent mobile operators came to yerselocal skills were used; they imported
all their skill bases from wherever, and they weue up in hotels and guest houses to erect all
the telephone masts and everything else. Thera lateof questions that need to be asked. | say
again, the Minister for Treasury gives us assurangean in principle sale, and he will come
back after he has the answer to a lot of thesetignss Basically, the J.C.R.A. one is, the U.K.
National Audit Office is carrying out a review thatll be ready by the end of January,
supposedly, and then the Minister will then comekb the States and consider this review
before we have a sale. Again, Sir, | say thisuigipg the cart before the horse. It is not pagttin
off the sale, it is definitely not delaying tactidglsis assurances. This is not just Telecom; ithis
strategic to our finance industry. We need to kn8Sw, that everything that is promised in this
292 pages is deliverable before we as a Statesahoff one of these main utilities that is
essential to the Island.

The Deputy Bailiff:



Any other questions of the vice-chairman? Thercame to Public Business.



