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COMMENTS

The Minister for Treasury and Resources stronglgosps this amendment on the
following grounds —

The States agreed additional funding in respe¢tezilth and Social Services
and environmental spend in the Annual Business R@tD. The Minister

considered the various options to provide equivakeiditional revenues,
which are limited at this time, and has made thepgsals to increases in
alcohol and tobacco duties in order to fund thgeasal expenditure.

o The additional funding for Health and Social SeegicDepartment
amounted to £0.475 million for Adult Respite Carel&1.1 million for
the Nurse Staffing Review, a total of £1.6 million2010.

o Funding was also agreed in the Annual Business 2040 for £2 million
of environmental initiatives and the additional (3 litre increase in fuel
duty for 2010 provides £1.5 million of that fundirghe balance is to be
funded from the proposed VED.

o The financial forecasts assume that an increabepits duties broadly in
line with inflation will be made each year equivaléo £1.15 million in
2010.

The removal of all Imp6ts duty increases on alcpbabacco and fuel will
have the effect of reducing States revenues angkasmg the deficit by
£4.25 million from £60.2 million to £64.45 millian 2010. This is against the
clear advice of the Fiscal Policy Panel not to agreasures to increase the
deficit at this stage, which would increase thellehge of balanced budgets
in future years.

The budget proposals for increases in Impots dutresicohol and tobacco
are consistent with the objectives of the Statesoldl and Tobacco
Strategies.

The budget proposals are supported by the Healtd Beonomic
Development Ministers and also by the Council ohisters.

The comments of the Minister for Health and SoSiatvices are expressed in
a separate comment which highlights the argumemtsddity increases on
Health grounds.

Background

The principles behind the Imp6ts duty budget prafpsare clearly explained in

Chapter 6 of the Draft Budget Statement 2010. Theciples are that the agreed
States Alcohol and Tobacco Strategies encourage idateases above the rate of
inflation to reduce consumption. In 2010 there he®n additional expenditure
approved which require equivalent revenues to iseda

The Minister has considered the limited number pfiams available at this time,

consulted as required with the Ministers for Heailtldl Social Services and Economic
Development and also with the Council of Ministevhp all support the proposals.
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The increases in alcohol duty are forecast to pethe following additional revenues
in 2010 —

. £1.5 million from a 3p per litre increase in Impdhsty on fuel to provide a
contribution, along with £0.5 million from the proged VED, to fund the
£2 million environmental spend agreed in 2010 BessrPlan;

. £1.6 million from the additional increases in aloband tobacco duties, above
inflation, are proposed to raise additional revenwsuivalent to the
£1.6 million for essential Health expenditure;

. £1.15 million as required in the financial foresasased on assumptions of an
RPI level increase.

The Deputy’s amendment appears to suggest thatasiog the forecast deficit of
£60 million by a further £4.25 million in 2010 afature years is acceptable. Clearly
this is not the case and is in fact irresponsiateno alternative means of funding are
suggested.

The States is able to draw on the StabilisatiordRonreduced revenues as a result of
the downturn but not as a result of varying itsisien against agreed States policies.
The impact would be a reduction in the Consolid&tedd balance of £4.25 million in
2010 and future years.

The Deputy contends that the duty increases aressike®, and focuses on the
percentage increases in duty. However, the pergentareases in retail price are
much smaller and the increases in retail price ymgt are relatively small, for
example, 2 pence on a pint of beer.

Comparison of Increase in Duty -v- Retail Price

lllustrative Increase
Propose Duty on Average Retail
Increase Price
£.p % Ep %
Litre of Whisky 0.58 6.2 0.58 3.30
Bottle of Table Wine 0.07 6.2 0.07 1.80
Pint of Beer 0.02 6.2 0.02 0.70
20 King size cigarettes 0.30 9.7 0.30 5.50
Litre of unleaded petrol 0.04 9.8 0.04 5.10

This comment does not focus on the implicationsthi$ amendment on Health
grounds as these are succinctly covered by the skinifor Health and Social
Services’ own comment.

There are some apparent inaccuracies in the Depigpbrt that should be clarified —
. Firstly, the Deputy quotes figures for increasedaipacco duty for 2004 as

12.1% when they were actually 21.3%. As a resely tire not comparable, as
the Deputy suggests, with those currently beingogsed, nor should the
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impact on importation or consumption levels therefbe assumed to be the
same.

. Secondly, the Deputy uses misleading figures iati@h to fuel prices. He
suggests on page 6 that “Middle Jersey” will beedsito accept a 10%
increase in fuel charges. In fact, no-one will hevaccept a 10% increase in
fuel charges. The Deputy confuses the increasaiiy with the increase in
retail price. The facts are that fuel duty is pregub to increase by 9.8%,
consequently if the full increase of approximatélgence per litre is passed
on to consumers the retail price of fuel should/antrease by just over 5%.

. Finally, the Deputy suggests on page 5 that themnfusion in the figures
and comparisons provided in the Budget Statemehis—point was made to
the Minister for Treasury and Resources who ckdifihe position, on 17th
November, to the Deputy, well in advance of thiselaiment being lodged.

. The Minister’s reply is provided as information fdf States members —

. “To hdp inform the States Assembly a comparison of typical tax and
duty levels for a range of excise goods in Jersey, UK, Guernsey and
France have been included in budget books since the 2003 Budget.

. The 2010 draft budget statement has continued with this practice and,
as in previous years, it is made clear that all comparisons include
both duty and tax where applicable.

. The figures are calculated from prices that are based on a narrow
range of sources, but are for equivalent products. There will be
considerable price variations in each jurisdiction, especially for wine
and beer.

. For ease of reference all comparisons have been made in Sterling and
converted from Euros where necessary.”.

Financial impact

The Amendment proposes reducing States revenue0fidy by £4.25 million. The
amendment does not identify alternative measuregise the lost revenues and
therefore increases the proposed deficit from £6D£64.45 million.

The budget proposals for increases in Impoéts dutyim line with the principles
agreed in the States Strategic Plan that additierpénditure should not be agreed
without equivalent savings or matching income. Apartion of the increases in
Impdts duty are intended to raise equivalent regerta the additional expenditure of
£3.1 million approved in the Annual Business Plan &dult respite care, nursing
manpower strategy and environmental initiativesréaycling, energy efficiency and
transport initiatives.

The scale of the projected deficits in 2010 (£60iom) and future years (£40 to
£50 million) is such that it would be unwise to raakat position worse in the short-
term by reducing States revenues.
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