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	Results

	QUESTION
	MAXIMUM
	SCORE

	Section A


	20 Marks
	

	Section B


	30 Marks
	

	Section C (2 from 3)
	50 Marks
	

	Q1 Attempted


	25 Marks
	

	Q2 Attempted


	25 Marks
	

	Q3 Attempted


	25 Marks
	

	TOTAL:


	100 Marks
	


Section A - Solutions
(2 marks per question)
1.    Which of the following is most closely related to an OEIC?
A
Investment Company with Variable Capital (ICVC)
B
Unit Trust
C
Investment Trust Company 
D
Incorporated Cell Company (ICC) 
2.
What is the minimum initial investment per investor in order to qualify under Jersey’s Expert Funds regime?
A.
US$50,000
B
US$100,000

C
US$250,000
D
US$500,000
3.  Which of the following is true concerning Investment Trust Companies ?
I      They are closed ended

 II
 They issue units

III      They are trusts 
IV
 They can borrow unlimited amounts

A     I only

B
I & II

C
II & III

D
I & IV

4. What is a “dilution levy”?
A    A fee charged by the regulator for overseeing the liquidation of a fund. 
  B
 A charge made to new investors in a fund to take account of performance based fees already paid by existing investors.
  C  A fee paid by the manger to the trustee in respect of the most recent investments in a fund.
D   An adjustment in the pricing of a fund to take account of dealing costs for buying/selling underlying investments.
5.
Which of the following is most likely to be issued by a fund as an alternative to a rights issue?
A.
“A” Shares
B.
“B” Shares
C.
“C” Shares
D.
“S” Shares
6.
What does REIT stand for? 
A.   Regulated External Investment Trust

B.   Real Estate Investment Tax.
C.   Regulated Estate Investment Tax
D.  Real Estate Investment Trust
7.
Which best describes the share premium account of a company?
A.
It represents the excess over the Net Asset Value charged to shareholders

B.
It represents the excess over the nominal share valued charged to shareholders 
C.
It shows the surplus profit generated by the fund manager in relation to the risks taken
D.
It shows the total value of non distributable reserves within the fund
8.
Which of the following involves analysing the risk and returns of investments  
A.
Technical Analysis 
B.
Fundamental Analysis
C.
Quantative Analysis
D. Combination approach
9.
Which of the following fund centres has an IFSC?
A.
Bermuda
B.
Dublin
C.
Isle of Man
D.
British Virgin Islands

10.
FATF stands for
A.
Fund Accounting Task Force
B.
Financial Action Task Force
C.
Fund Accounting Total Fee
D.
Financial Accounts Tax Free

(Total:  20 marks)

Section B -  Solutions
(6 marks per question)

1. Explain the salient features of Jersey’s Non-Domiciled Funds Guide.
· Non- Domiciled Funds Guide issued by JFSC in 2004

· Allows for promoters of overseas Expert Funds to use all functions including the admin or custody skills of Jersey firms

· Jersey can therefore now continue to compete to service structures based outside the island
· Fast track authorisation                 

2. List six ways in which a hedge fund may differ from a conventional asset class fund (eg equity bond) which are more retail of nature
· Emphasis on absolute returns

· Performance based fees

· High minimum investment thresholds

· Hurdle Rates

· Pricing frequency
· Gearing (Leveraging) Shorting

· Manager may have own capital invested 

· Can be Exclusive/Complex/Illiquid
· High risk

· Investor profile
3. Explain the term “Equalisation”

As a calculation in relation to performance fees paid by investors to hedge fund managers to ensure the payment of fees is fair to all investors. Again investors are split into different categories and the categories are amalgamated once all investors have paid for the performance relevant to their investment.

4. Describe the role undertaken by Jersey Finance Limited

· Established between Jersey’s Government and the finance industry

· Promotes Jersey as an international finance centre

· Provides information to the media via press releases, events, articles  and replies to direct enquiries
· Reference to JFSC

5. List six of the core principles under Jersey’s Codes of Practice for fund businesses.  
· Conduct its business with integrity

· Have due regard to the interest of the fund

· Organise & control its affairs effectively for proper performance of business and demonstrate adequate risk management systems

· Be transparent in its business arrangements with the fund

· Maintain and be able to demonstrate adequate financial resources and insurance

· Deal with JFSC and other island authorities in an open and cooperative manner

· Not make statements that are misleading, false or deceptive

                                                                                                     (Total:  30 marks)

Section C - Solutions
(25 marks each question – only TWO questions to be attempted)

1. Describe the information you would expect to see in a set of financial accounts produced for a property fund
· Directors’ report

The directors will comment on significant events and factors that have affected the fund over the period in question ( property values)


They will also make comments concerning the forthcoming period(the outlook for the property market)

· Auditor’s report

         Must be provided by a registered accountant

         Will confirm:-

 whether or not proper accounting records have been kept and accounts prepared     according to accounting principles 

        Accounts present ‘a true and fair view’ of the financial position of the scheme for the given period

        The auditor will sign the report. 

· Income statement

Summarises the company’s income earned and expenses incurred in its financial        year to arrive at the profit or loss

· Statement of changes in equity (SOCIE)

   Summarises the movement in total value of fund caused by the creation and   cancellation of units/shares as well as the investment activities shown in the statement of total return

    It should be presented on the same page of the financial statement of total return

· Balance sheet

         Snapshot of a company’s financial position at a specific date

         Aim - to show what the company owns, what the company owes and how the     company has been financed

         Items to be accounted for are split into “on balance sheet items” and “off balance   sheet” 

· Cash flow statement

   A summary of all cash amounts paid and received by the company over the year

· Other (statements/reports/info/notes)

(Total:  25 marks)
2. a. Explain the different prices that may exist within a fund structured as a Unit Trust  (16 marks)
· Offer Price:- Price at which sold to investor = Creation Price + 5% to 6%
· Creation Price:- Paid to Trustee By Fund Manager = Lowest offer price + Interest, stamp duty & Comm (reflects purchase cost of trust’s assets)

· Liquidation Price:- Paid to Fund Manager By Trustee = Highest bid price + Interest – Comm (reflects sale value of trust’s assets)

· Bid Price:- Price at which bought from investor. May include up to 3% exit charge

     b. Outline the responsibilities of a trustee of a Unit Trust (9 marks)
· Safeguarding the trust’s assets (includes maintaining bank accounts and ensuring assets are correctly registered)

· Ensuring managers follow the trust deed

· Issuing certificates of ownership

· Cancelling certificates of ownership

· Maintaining the register of unit holders 

· Arranging the distribution of income to unit holders

· Ensuring advertising is fair, not misleading and compliant 

· Other areas…ensuring fund is run in a compliant manner/settle investment trades
· Representing Unitholders

(Total:  25 marks)

3. a. Describe Venture capital and the usual features of venture capital Funds and how they may generate returns for investors                 ( 15 Marks)

· Venture capital is a type of private equity capital typically provided to early-stage, high potential growth companies in the interest of generating a return through an eventual realisation event (eg trade sale)

· Pool of capital to fund new/recent business start ups

· Fund takes an equity stake in each business

· Fund will therefore benefit if businesses are successful as either profits will be paid to it by way of dividends or the value of its equity stake will increase

· Fund may actively be involved in management decisions undertaken by businesses invested in (often as mentor)

· Tax incentives are often a feature of venture capital funds as, in many jurisdictions, governments aim to offer incentives for wealthy individuals and institutional investors to invest in new businesses

b. Outline the key factors which contributed to the rapid increase in the popularity of Hedge funds in early part of the current decade. (10 Marks)
· Poor performing equity markets

· Low interest rates

· Desire for absolute returns (absolute returns are returns not linked to a benchmark)
· Early success stories

· Appreciation of diversification benefits 
· Widening availability

· Able to make money in any market conditions

· Specialised managers

· Performance fees align the objectives of the investor with those of the Manager

· Lower regulation

· Flexible investment strategies
(Total:  25 marks)
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