4.10 Senator S.C. Ferguson of the Minister for Treasury and Resources regarding the
imposition of Goods and Services Tax on aircraft fuel:

Given the Minister’s recent optimistic commentsameljng tax receipts, would he advise whether
he is now contemplating imposing Goods and Servieason aircraft fuel and if so, why?

Senator P.F.C. Ozouf (TheMinister for Treasury and Resour ces):

| am pleased to be able to answer this questiotleg@ar up some concern within the aviation
community. Under the law, G.S.T. (Goods and Sesritax) is chargeable on fuel in respect of
general aviation but not commercial aviation. &wihg the introduction of G.S.T.,
representatives from the aviation industry represethat applying G.S.T. to general aviation
could damage the local economy and certainly com@® economic development plans to set
up an Aircraft Registry. When G.S.T. was therefateoduced, it was agreed to suspend G.S.T.
on the collection of general aviation pending teeiew of the Aircraft Registry. However, the
charging of G.S.T. on fuel for those flights thake off and land in Jersey but do not land
anywhere else was retained. This includes, fomgia, local training flights. | am advised by
the Tax Department that although the charging décall flights was agreed with the relevant
providers, it has not yet been implemented. Hads planned to do that although the amount is
not material. This is not a change in policy bhai@y the putting in place of the law as it stands.
The Treasury team will continue to work with EconorDevelopment to ensure that G.S.T. is
certainly not a barrier to Jersey establishing enpmetitive and, | hope, successful Aircraft
Registry which will in turn create economic actyénd jobs for the Island.

4.10.1 Senator S.C. Ferguson:
How far in the future is the Minister looking?
Senator P.F.C. Ozouf:

The Aircraft Registry is a matter for Economic Dieygnent and we will do everything we can
to support the Minister and his team in settinghgAircraft Registry. The fact is that this local
issue of local training, local flights for privateomestic use, certainly should be charged with
G.S.T. The amounts are not material. | am aduisadit is less than £10,000 per annum. That
will be put in place by the department, | am tolith some degree of retrospectivity for the last
few months.

4.10.2 Deputy M.R. Higgins:

When the Minister says, for example, the tax wél dpplied to local flights, pilot training is
undertaken at Jersey Airport. Surely at a timenwve are trying to encourage the growth in
business in Jersey, a tax should not be appliguldo training because, again, anyone coming
into the Island is obviously spending money notyam the flying but also on accommodation
and so on while they are here and it seems to ma $um of less than £10,000 overall, this is
probably a wasted effort and will the Minister coles not applying it at all?

Senator P.F.C. Ozouf:

| think it is quite clear. Jersey to Jersey flggshould be charged with G.S.T. That would put
the same arrangements on private aviation as drigtee marine area. | am always happy to
receive representations on this but, of coursajnktthat Members would say that there is an
unfairness in not charging effectively a pleasuoendstic aircraft use in the same way that
marine fuel attracts G.S.T. in that same way.

4.10.3 Deputy M.R. Higgins:

Sorry, just following up, in particular, pilot trang which is a potential earner of money for
Jersey. Does he think that should be subjecte@tls.T.?

Senator P.F.C. Ozouf:



| am hugely supportive of the growth of Jersey msasiation centre. | think the Aircraft
Registry has got huge benefits. The good work thatairport has done in now securing
increased hangar space, all that is good, allighaery positive. | do not think that G.S.T. on
aircraft fuel ... obviously, if it is a business erpe, then that is going to be offsettable in the
normal way with G.S.T. in the way that G.S.T. iplaggd and | do not think that there should be
any difference. The amount is really not matearad | certainly do not think it is a barrier to any
of the aspirations that we have for setting upejees a centre as the Deputy will want to, | am
sure, support for aviation in the future.

4104 The Deputy of St. Ouen:

What assessment has been undertaken by the Misistepartment to determine the likely
impact on our local economy by this introduction?

Senator P.F.C. Ozouf:

The issue is simply ... to be absolutely clear, wia&®.T. was originally approved, it was
always clear that for Jersey to Jersey or pleasineaft for private aviation that is not
commercial - the definition is quite complicatedt buhave tried to simplify it - it would be

imposed. It is less than £10,000, as | ... | thinis iabout 40,000 litres. | do not think thatst |

going to be material. Indeed, | think the benefipugh, however, of putting an Aircraft
Registry in place and using Jersey as a centraviation | think has lots of economic benefit
but, of course, economic growth is a matter for Migister for Economic Development and |
can certainly get some information from him to tedkhe Deputy about if he is interested.

4.10.5 The Deputy of St. Ouen:

Could the Minister confirm whether or not visitiagcraft will be exempt from paying G.S.T. on
this general fuel?

Senator P.F.C. Ozouf:

We are getting into quite technical ground hefea \lisiting aircraft is commercial aviation, then
it will not be charged. If it is for pleasure a@ét, that is Jersey to Jersey, then it will nbthink

it is very difficult to deal with the definitionsfavhat is quite complicated and perhaps | could
agree to send out a note of the definition of gewaviation versus commercial aviation. | have
got a whole series of lists of notes here andllsiitulate those in order to assist Members.

4.10.6 The Deputy of St. Ouen:

Please... | could not have made my question cledrerms talking about visiting aircraft. That
does not, | do believe, describe Jersey to Jersdys means France to Jersey, Guernsey to
Jersey and so on. Perhaps the Minister could artbe@uestion.

Senator P.F.C. Ozouf:

If it is visiting pleasure aircraft that fuel inr3ey, then | do not think that G.S.T. is charged on
that, because that is effectively for private aemat for pleasure purposes. But | need to check
on the detail of that. | will circulate a note tlee Deputy later on. These are certainly not
material numbers at all.

4.10.7 The Deputy of St. OQuen:

One last question, Sir? The answer, | do not thivadkdly encourage me to believe that much
work has been done in this area. Could the Minigkease confirm to all States Members and
indeed those involved in the aircraft business aodnomy exactly what is being proposed
before any introduction of G.S.T. on this geneual?

Senator P.F.C. Ozouf:



Ministers deal with policy. The policy on this wast when G.S.T. came in. | am happy to
circulate to Members the definition of what is e aviation, if that assists the Deputy. It Is al
about the size of aircraft, whether it is less ti@atonnes, whether it has been designated or
adapted for recreational use. The definition @&lyequite complicated. But, aviators understand
it very well. 1 will circulate a note for the Degy's benefit.

4.10.8 Senator S.C. Ferguson:

Just following on from the Deputy of St. Ouen.hink this is quite simple. If a private plane
comes from England, stops in Jersey to refuel ameb gon to France then that is a visiting
aircraft. It is very useful for the tourist trad&hese are the ones that, if they go to Guernsey,
they will pay less for their fuel than they payJersey. So, we do not want to put any more cost
on the fuel in Jersey to send them away, becaudbeotourism effect. Does the Minister
understand this?

Senator P.F.C. Ozouf:

The Minister understands this very well. One Misis the Chief Minister - is asked questions
on tax avoidance and the next minute | am beingask put in place effectively a tax avoidance
mechanism outside of the Jersey area. We do, astelis, get mixed messages sometimes. |
do not believe that the imposition of 5 per cenGo$.T. on aviation fuel is the barrier to visiting
our fantastic Island. | have always received ahd tlepartment has always received
representations from industry. The bigger isswuseting Jersey up as an aircraft registry, which
IS not going to be affected by G.S.T. Itis n@céuse corporate aviation is not covered.

4.10.9 Senator S.C. Ferguson:

Supplementary, Sir. The Minister has lost me eltir Is he now saying that planes coming in
as tourists from England, stopping off here to eefbecause they have nearly run out and then
going on to France for a tour will pay G.S.T. oa fhel that is taken up in Jersey?

Senator P.F.C. Ozouf:

It depends on the size of the aircraft. It depamidsther or not they are undertaking that trip for
financial reward. | think the Senator knows betiswbably than | do the definition of what is
commercial and what is not commercial aviation.ddpends on a number of circumstances
whether or not G.S.T. will be applied. Certainlg wollect tax and tax is the right thing to do.
In the same way that we have imposed G.S.T. onnthene... there is a cost for the
environment of using fuel, there is a cost of udengjlities and governments need to collect an
appropriate level of tax. G.S.T. is a very lowdkwuf tax for private, domestic, pleasure use. If
it is commercial then it is not charged for G.S.T.

Senator S.C. Ferguson:

The Minister is saying that he is changing the ficaand he will be charging. Is that correct?
The Baliliff:

Senator, we have spent a long time...

Senator P.F.C. Ozouf:

That is not what | have said.



