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1.

2.

Introduction

1.1.This report covers the performance of the main States of Jersey Funds’ Investments
for the 6 months ended 30™ June 2010. Funds included in this report are:-
* The Strategic Reserve Fund
» Stabilisation Fund
» Social Security (Reserve) Fund
* Health Insurance Fund
» Consolidated Fund
* Public Employees Contributory Retirement Scheme (PECRS)
* Teachers’ Superannuation Fund (JTSF)
* Currency Notes and Coins Fund

Investment Strategy

2.1.The latest States Investment Strategy published was on 22nd June 2010 (R.C
84/2010), including overarching strategies for ethical investments and governance
arrangements.

2.2.The Minister's oversight of investment matters is currently supported by an
Investment Sub Committee. As part of the on-going drive to improve all aspects of
financial management across the States, the Minister intends to replace the Sub
Committee with a Treasury Advisory Panel to include independent non-executive
members with relevant experience. The Panel will be responsible for advising the
Minister and Treasurer on a range of treasury matters. The Minister and Treasurer
will continue to receive independent investment advice from the States Investment
Adviser, currently Aon Hewitt. The Terms of reference for the Treasury Advisory
Panel are attached to this report at Appendix 2.

2.3.0n 1st July 2010 the States of Jersey - Common Investment Fund (CIF) was
implemented to provide many of the States Funds, including Special and Trust &
Bequest Funds, the opportunity to pool resources in order to benefit from greater
investment opportunities and economies of scale. Each fund holds units in the CIFs
asset pools in line with their individual investment strategies. Ten funds joined the
CIF on 1% July, which included four of the larger Trust & Bequest Funds. This
represents phase 1 of the CIF and implements some of the recommendations laid
out in Comptroller and Auditor General’s report “The Lord Portsea Gift Fund and
other Special Funds” dated June 2009. Further Trust & Bequest Funds joined the
CIF in the third quarter of 2010 (Phase 2 of the CIF) and the remaining funds with
significant investment balances will join the CIF during the first half of 2011.

2.4. On the 1% October AXA Rosenberg Investment Management Ltd was terminated as
an equity manager for the States of Jersey - Common Investment Fund and three
new equity managers were appointed. Also on this date the Social Security
(Reserve) Fund placed funds in the CIF in line with its published investment
strategy.

2.5.Each fund has its own Investment Strategy and asset allocation, some focusing on
long term return and others on short term liquidity and security.



3.

Investment Performance

3.1.Investment Performance of the major States of Jersey funds is compared to the
relevant benchmarks for each fund. Specific benchmarks and out performance
targets are set for each Investment Manager.

3.2. Actual performance is measured against the relevant benchmark and is dependent

on market conditions.

3.3.The following table shows the number of investment managers in place as at 30™
June 2010, for each of the major funds:-

Table 1: Managers in place as at 30" June 2010

Number of Managers in place

Equities

Alternatives

Property

Bond/Cash

States of Jersey Major Funds
Strategic Reserve Fund
Stabilisation Fund

Social Security (Reserve) Fund @
Health Insurance Fund
Consolidated Fund

Currency Notes and Coins Fund
PECRS (3

JTSF
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D gocjal Security (Reserve) Fund currently invests in pooled funds with Legal & General

@)

PECRS includes investment in pooled funds with Legal & General for equities and bonds.

3.4.The performance of the individual funds as at 30" June 2010 is summarised in the

table below.

Table 2: Individual Fund performance results as at 30™ June 2010

Fund Value Actual Actual Actual
(30/6/10) | Performance | Performance | Performance
£'million 6 months 1 Year 3 Years

Strategic Reserve Fund 551 0.29% 9.64% 3.55%

Stabilisation Fund 114 0.52% 1.13% -

Social Security (Reserve) Fund 717 -1.93% 19.66% -0.76%

Health Insurance Fund 76 0.39% - -

Consolidated Fund 230 0.44% 1.03% 3.86%

(including Trading Funds)

Currency Notes and Coins Fund 83 0.46% 3.60% 3.60%

PECRS 1,163 -2.21% 15.78% -0.51%

JTSF 272 0.25% 24.82% 1.20%

3.5. Appendix 1 provides an analysis of the performance and current asset allocation for

each fund.




Appendix 1

Investment Performance Report June 2010
States of Jersey - Strategic Reserve Fund
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Investment Performance - The overall investment performance over the three years to 30 June 2010 is an increase of 3.55% compared to the benchmark of 4.66%.
The performance against the benchmark for the year ended 30 June 2010 is an increase of 9.64% compared to the benchmark of 8.54%. In September 2010 the
current equity manager was given notice due to poor performance and three new equity managers have been appointed for the States of Jersey - Common Investment
Fund.

@mmam

The value of the Strategic Reserve is £551m at 30 June 2010 compared with £5650m at 31 December 2009.

Asset Allocations - The asset allocations are within the strategic range, with 32% invested in equities, 44% in Bonds and 24% in cash and cash equivalents.
The Minister’s intention is that this fund will move towards its strategic aim as investment opportunities and market conditions allow, in relation to increasing equity
investment and carrying out property investment.
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Note

The Investment Strategy for this fund is designed to work towards the long term growth of the funds assets. Therefore whilst performance of the fund is monitored monthly
the focus for performance monitoring is on the long-term perspective. Some short-term market volatility is expected in the context of longer term investment objectives for
the fund.
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States of Jersey - Stabilisation Fund

Appendix 1
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to the Consolidated Fund in accordance with P.179-2009.

payments out of the fund.

Asset Allocations - The asset allocations are in line with the strategy, with 100% invested in cash and cash equivalents.
The Minister’s intention is that this fund will move towards investing in bonds as and when the economic climate changes and there is no longer a requirement to make

\

The value of the Stabilisation Fund is £114.4m as at 30 June 2010 compared with £113.7m at 31 December 2009. In the second half of 2010, £37m will be transferred

Investment Performance - The overall investment performance for the year ended 30 June 2010 is an increase of 1.13% compared to the benchmark of 0.54%. The
fund has not been managed by our cash managers for a full 3 year period therefore 3 year performance numbers are not applicable

Value of the Fund

£140

£120

£100
soH I HHHHHHHHHHH H B
£60
£40
e HHHHHHHHHHHHH B

01— ————— " —+"——
Ezo],@,@.@.@,@.@
ol S S S 3
S S R

2

Net Asset Value of Fund £m

S O

S
T

g & & 9

4. 20

S

W
S
S

a4,

-£40

‘ O Net Asset Value (exc contributions to/from fund) B contributions to/from fund

Current Asset Allocation
Against Strategic Asset Range

120%

100%

80% 100%

60%

40%

20%
0% 0%
0% . .

Equities Bonds / Cash Property
O Current Asset Allocation = Strategic Range (Lower) = Strategic Range (Upper) ‘

Overall Fund Performance

Investment Performance against Benchmark

15

=
w

1.13

=
o

0.52

% (Gross of Fees)
o I
o <]

o
w
!

o
o

0.54

Current YTD (%)

One Year (%)

Benchmark Composition
100% 3 month LIBID

Current Asset Allocation

O Certificates of
Deposits, 85%

Three Year (% pa)

DORates of Return %
@ Benchmark %

DOFloating Rates
Notes
9%

O Deposit
Accounts, 6%

Note

The purpose of the fund is designed to provide a reserve which can be used to make Jersey's fiscal policy more countercyclical in order to create a more stable economic
environment with low inflation. At times of economic downturn, assets are held with a focus of capital preservation and liquidity.
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Investment Performance Report June 2010
States of Jersey - Social Security (Reserve) Fund
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The value of the Social Security Reserve is £717m as at 30 June 2010 compared with £712m at 31 December 2009. During the last 6 months £20m of contributions
have been paid into the fund.

Investment Performance - The overall investment performance over the three years to 30 June 2010 is a decrease of 0.76% compared to the benchmark decrease
of 0.90%. The performance against the benchmark for the year ended 30 June 2010 is an increase of 19.66% compared to the benchmark of 18.52%.

In October 2010, the fund invested approx £264m into the States of Jersey - Common Investment Fund in UK and Overseas equities in accordance with its investment
strategy.

Asset Allocations - Overall the asset allocations are within the strategic range. For June 2010 month end only, as a result of short-term market volatility the asset
allocations were temporarily outside their strategic ranges. The portfolio was rebalanced early in July to bring the assets in line with their strategic ranges.

As at 30 June 2010, assets were allocated 62% in Equities, 5% in Bonds and 33% in cash and cash equivalents. The Minister’s intention is that this fund will move
Qards its strategic aim as investment opportunities and market conditions allow, in relation to increasing equity investment and carrying out property investment.
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Note

The Investment Strategy for this fund is designed to work towards the long term growth of the funds assets to meet future pension provisions for eligible islanders.
Therefore whilst performance of the fund is monitored monthly the focus for performance monitoring is on the long-term perspective. Some short-term market volatility is

expected in the context of longer term investment objectives for the fund.

-/
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Investment Performance Report June 2010
States of Jersey - Health Insurance Fund

/Summary \

The value of the Health Insurance Fund is £80m as at 30 June 2010 compared with £78m at 31 December 2009.

Investment Performance - Investment performance is available for the fund since November 2009 when the monies were transferred to the Treasury for investment.
Performance against the benchmark for 30 June 2010 year to date is an increase of 0.39% compared to the benchmark of 0.27%.

Asset Allocations - The asset allocations are not currently in line with fund's the strategic range as 100% invested in cash and cash equivalents as a temporary
measure. On the 1st July the fund joined the States of Jersey-Common Investment Fund and has implemented its Investment Strategy to obtain holdings in equities and
des. Property investment is planned to be carried out as and when market conditions allow.
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Note

The Investment Strategy for this fund is designed to work towards the long term growth of the funds assets. From 1st July the fund joined the States of Jersey-Common
Investment Fund and has implemented its Investment Strategy. Therefore whilst performance of the fund is monitored monthly the focus for performance monitoring is on
the long-term perspective. Some short-term market volatility is expected in the context of longer term investment objectives for the fund.
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States of Jersey - Consolidated Fund (including Tra

ding Funds)

Appendix 1
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Investment Performance

Asset Allocations

Qturns.

- The asset allocations are within the strategic range, with 100% invested in cash and cash equivalents.
On the 1st July the fund joined the States of Jersey-Common Investment Fund and has invested some of its monies for longer durations in order to maximise investment

The value of investments in the Consolidated Fund is £230m as at 30 June 2010 compared with £265m at 31 December 2009. During the last 6 months £31m net
monies have been paid out of the fund for operational and capital expenditure purposes.

- The overall investment performance over the three years to 30 June 2010 is an increase of 3.86% compared to the benchmark of 3.28%.
The performance against the benchmark for the year ended 30 June 2010 is an increase of 1.03% compared to the benchmark of 0.54%.
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Note

The balance in this report represents the current cash balance within the Funds including approved expenditure votes not yet spent. The Investment Strategy for this fund
is designed to be invested on a short term basis to provide liquidity to meet operational cash flows. In order to meet the fund's purpose, the strategy set is risk adverse
with capital preservation, liquidity and flexibility being the over-riding factors. Therefore performance of the fund is monitored monthly as the focus for performance
monitoring is on a short-term perspective.
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Investment Performance Report June 2010
States of Jersey - Currency Notes & Coins Fund

Summary
The value of the Currency Notes & Coins Fund is £83m as at 30 June 2010 compared with £94m at 31 December 2009.

Investment Performance - The overall investment performance over the three years to 30 June 2010 is an increase of 3.60% compared to the benchmark of 3.69%.
The performance against the benchmark for the year ended 30 June 2010 is an increase of 3.60% compared to the benchmark of 2.90%.

Asset Allocations - The asset allocations are within the strategic range, with 8% invested in equities, 11% in Bonds and 81% invested in cash and cash equivalents. O
1st July 2010 the Currency Notes and Coinage funds joined the States of Jersey - Common Investment Fund.
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Note
The purpose of these funds are to hold assets that match the value of Jersey currency in circulation, such that the holder of Jersey currency could on request be repaid. }

D Equities, 8%

The Investment Strategy for this fund is designed to work towards the long term growth for £20m of the funds assets to maximise returns and the remainder to be held in
low risk fairly liquid assets to meet fluctuations of currency in circulation. Therefore whilst we monitor performance of the fund monthly the focus for performance
monitoring is also on a long-term perspective.
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States of Jersey - Public Employees Contributory Re tirement Scheme Fund

Appendix 1
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The value of the Public Employees Contribution Retirement Scheme Fund is £1.2bn as at 30 June 2010 compared with £1.2bn at 31 December 2009.

Investment Performance

Asset Allocations

- The overall investment performance over the three years to 30 June 2010, excluding the Salary Linked Bond is a decrease of 0.51%
compared to the benchmark increase of 1.32%. The performance against the benchmark for the year ended 30 June 2010 is an increase of 15.78% compared to the
benchmark of 22.88%. The schemes performance for the year was below benchmark due to underperformance of the Scheme's specialist investment managers (some
equity managers and property) coupled with equity holdings being underweight for the majority of the year up to 31st March.

the Salary Linked Bond (pre 1987 debt). The 24% holding in cash includes £70m (4.9%) which was invested in alternatives on 1st July 2010.

- The asset allocations are within the strategic ranges, with 51% invested in equities, 5% alternatives, 24% bonds/cash, 1% in property and 19% in
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Note

The Committee of Management's investment objective for PECRS s to invest the assets of the Scheme prudently to ensure that the benefits promised to members under
the Scheme's Regulations are provided. The Committee's Statement of Investment Principles is published on pages 38 - 41 of the Scheme's Annual Report for 2009.
PECRS is a long term Fund. Therefore, whilst the Committee monitors performance quarterly, the focus for performance monitoring is on the long-term perspective.
Some short-term market volatility is expected in the context of longer term investment objectives for the fund.
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Investment Performance Report June 2010
States of Jersey - Jersey Teachers' Superannuation Fund

/Summary \

The value of the Jersey Teachers' Superannuation Fund is £272m as at 30 June 2010 compared with £273m at 31 December 2009.

Investment Performance - The overall investment performance over the three years to 30 June 2010 is an increase of 1.20% compared to the benchmark decrease of
1.19%. The performance against the benchmark for the year ended 30 June 2010 is an increase of 24.82% compared to the benchmark of 20.30%.

Asset Allocations - The asset allocations are outside of the strategic ranges for Bonds/Cash. The JTSF Management Board are in the process of committing funds
which will bring the property allocation close to target (10%). As at 30 June 2010, assets were allocated 81% in equities, 17% in Bonds/Cash and 2% in property.
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Note

The Investment Strategy for this fund, to prudently ensure that the benefits promised to members are provided, is designed to work towards the long term growth of the
funds assets. Therefore whilst the Management Board monitor performance of the fund quartely the focus for performance monitoring is on the long-term perspective.
Some short-term market volatility is expected in the context of longer term investment objectives for the fund.




Treasury Advisory Panel — Terms of Reference Appen

2.1.
2.2.
2.3.

5.2.

5.3.

Overview

The Minister for Treasury and Resources and Treasfrthe States have a range of powers
and responsibilities relating to Treasury matt@meyvided for through the Public Finances

(Jersey) Law 2005 and associated Regulations. Tréasury Advisory Panel is established

by the Minister to provide advice on dischargingsi responsibilities and exercising relevant
powers.

References
References to "the Minister" shall mean the Mimigbe Treasury and Resources
References to "the Panel" shall mean the TreasdwsAry Panel

References to the “Non Executive Members” shallmiéa members of the Panel appointed
by the Minister.

Constitution

The Panel shall be established by the Ministerdwisg the Minister, Assistant Minister(s)
and Treasurer. The Minister shall appoint membadsa Chairman.

Authority

The Panel is empowered by the Minister to dischatgefunctions as specified in this
document. To achieve this the Panel shall:

. Have the right to seek and be provided with theessary information to fulfil its duties

. Have the right to request professional advice resrgdo fulfil its duties

Member ship

The Panel shall comprise Treasury Officers and Bpecutive members. In total, between
four and six members, as follows:

* Treasury Officers
The Treasurer of the States of Jersey;
The Deputy Treasurer of the States of Jersey

* Non Executive members
Between 2 and 4 Non Executive Members with releexperience, appointed by the
Minister

The Minister and Assistant Ministers for Treasung &esources shall have the right to attend
all Panel meetings.

The Minister and Assistant Ministers for Social @&y, and their nominated officers, shall
have the right to attend all Panel discussionsithpact on Social Security Funds.



Treasury Advisory Panel — Terms of Reference Appen

5.4. A Treasury officer shall be appointed the secretduthe Panel.

5.5. The appointment of the Non Executive Members db@inade by the Minister in accordance
with the Appointments Commission procedures andrafonsultation with the Minster for
Social Security, the Chairman of the Panel andStnea of the States.

5.6. The appointment of a Panel Chairman shall be mgdé&d Minister in accordance with the
Appointments Commission procedures and after ctaitsah with the Minster for Social
Security, the Chairman of the Panel and TreasurigrecStates.

5.7.  Appointment of Non Executive members to the Pahall$e for a period of no more than
five years years. Non Executive members may bppaated subject to the Appointment
Commission’s procedures for a maximum of two pesiofifive years.

6. M eetings

6.1. The Panel shall meet as appropriate, as deternipedde Chairman, but not less than three
times per year.

6.2. A meeting of the Panel may be called by the segretathe request of any member of the
Panel or the Minister.

6.3. Only members of the Panel, the Minister and theidfien for Social Security have the right to
attend Panel meetings. Other individuals and eatemdvisers may be invited to attend for
all or part of any meeting as and when appropriate.

6.4. Unless otherwise agreed, notice of each meetiniroong the venue, time and date together
with an agenda of items to be discussed, and bbdlbrwarded to each member of the Panel
and any other person required to attend, at l@sstforking days prior to the appointed day
for the meeting. Supporting papers shall be seftaioel members and to other attendees as
appropriate, at the same time.

6.5. The quorum for Panel meeting shall be three membeatsiding at least one Treasury officer
and one Non Executive member. A quorate meetiadlis to provide advice to the Minister
will the authority of the full Panel.

6.6. In the absence of the Chairman and/or an appouedty, the remaining members present
shall elect one of themselves to chair a meeting.

6.7. The secretary will minute the proceedings and a¥recommendations of all meetings.

6.8. The secretary shall ascertain, at the beginningaoh meeting, the existence of any conflicts
of interest and minute them accordingly.

6.9. Minutes of the Panel meetings shall be circulateanptly to all members of the Panel. Once
agreed the minutes or a summary thereof shallreelated to the Minister and the Minister
for Social Security.

6.10. Meetings may be conducted in person, via telephamelectronically.

7. Terms of Reference

7.1. The Minister for Treasury and Resources and Treasafrthe States have a range of powers
and responsibilities relating to Treasury matt@meyvided for through the Public Finances
(Jersey) Law 2005 and associated Regulations.
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7.2
7.3.

7.4.

7.5.

7.6.

1.7.

7.8.

7.9.

7.10.

7.11.

8.1.

8.2.

The Panel is established to advise the MinisterTaedsurer on relevant Treasury matters.

The Panel is required to provide advice on theofaithg matters on an on-going basis. The
Minister or Treasurer may also request the Panptduide advice on other relevant Treasury
matters.

Scope of Advice

Treasury Policy, in the second half of 2010 the Treasury departmendeveloping a
comprehensive policy on key treasury activitiedudimg management of risk. The Panel is
requested to consider the initial policies and selthe Minister on their adoption. The Panel
will be required to review the appropriatenesshee policies annually.

Fund Investment Strategies, the Minister has published investment stratefpegach of the
major funds managed by the Treasury. The Pamebjisired to review the appropriateness of
these strategies annually.

Common Investment Fund Strategies, the Minister has published investment strategies fo
each of the Common Investment Fund pools. The Pa@elequired to review the
appropriateness of these strategies annually.

I nvestment performance, the Panel is required to review and considemptméormance of all
investment / cash managers appointed to manages funder control of the Minister or
Treasurer, at least annually.

Appointment and dismissal of Investment Managers, the Treasurer is responsible for the
appointment of investment managers. The Paneadgsired to advise the Treasurer on the
appointment and dismissal of investment / cash gensa

Currency and Interest rate exposure, through its operations the States has on occasion
exposure to foreign currencies and interest ratagbs. The Panel is required to advise the
Treasurer and Minister on the management of thgseseres as requested.

Other Advice. From time to time, the Minister and Treasurelymash to seek the Panel’s
advice on other treasury matters. The Panel willdguired to advise on matters where it has
relevant expertise, experience and knowledge teodo

The Panel shall operate in accordance with theciptes and Recommendations of the AIC
Code of Corporate Governance and States of Jersdg Gf Conduct to the extent that the
Principles and Recommendations are relevant téutfienent of its duties.

Reporting and Communication

Advice

All advice provided by the Panel to the Minister Tmeasurer will be given formally, and
confirmed either through the Panel’'s minutes octwyespondence from the Chairman.

Advice will normally be given on unanimous agreemmgfthe Panel. Where such agreement
is not reached the Chairman must inform the Miniatad Treasurer of the Panel members’
views.
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8.3.

8.4.
8.5.

8.6.

8.7.
8.8.

The Minister will consider the advice of the Paart will respond to that advice, indicating
his acceptance or otherwise of the advice.

Reporting and Communication

The Panel shall receive copies of relevant Minigtébecisions.

The Panel shall receive copies of monthly and sbntimly investment performance reports
from the Treasury.

The Panel shall prepare, by 30 April each yeagranual Report for the Minister covering the
activities of the Panel in the previous calendaarydhe report shall set out the following
matters:

* The Membership of the Panel;

* The number of meetings held since the publicaticth® previous Annual Report;
» The significant advice given to the Minister durihg year;

* An overview of investment performance;

The report shall be prepared so as to enable thestdr to present it to the States Assembly.

The Panel will meet formally with the Minister &kt once a year to discuss the activities of
the Panel and its performance.



