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COMMENTS

The Minister for Treasury and Resources appreci#ites sentiment behind this
proposition and agrees that a land developmenwaxants further review. However,
for the following reasons the Minister for Treasuapd Resources opposes this
proposition:

- itis completely impractical to design and conguita form of land development
tax in the time remaining before lodging the deafdget 2012 in September, and

- as the Oxera reports indicate, a poorly-designed risks creating issues
(e.g. increased house prices, reduced propertylamvent, etc.) whilst raising
little revenue.

The Minister for Treasury and Resources commitetew the land development tax
option as part of the wider review of tax policy.

Supporting analysis

In the report entitled “Which tax is best suitedl&ysey’s objectives?” dated February
2005, Oxera state —

“Overall, there appears to be scope for the intcdidn of a DGT
(Development Gains Taxl), in the form of eitherieect tax or planning
gain.”

However, in both this report and the follow-up regpg“Further analysis of
land/development based environmental taxes” dadedaly 2008), Oxera identify a
number of issues which would have to be addressémtda development gains tax
(or equivalent) could be brought before the States.

As the draft Budget legislation must be lodged Bth2September 2011, this gives a
period of only 12 weeks (from the date of the depat which to address and find
solutions to all of the issues raised by Oxera. Miv@ster for Treasury and Resources
has been advised by senior Treasury officials that design of a credible land
development tax within this timeframe is completetpractical.

The main issues identified by Oxera and which rfegtier consideration include (but
are not limited to):

- the particular circumstances of the Jersey housiagket need investigating to
ensure that any land development tax would actdallyupon landowners rather
than be passed on to private households througbdsed rents and sale prices;

- how the tax would be introduced without creatingfaitions in the market;
- what would constitute a taxable event, for exanyateild sales of land which

reflect a “hope value” of future re-zoning/plannipgrmission be subject to the
tax?

! Development gains tax is the term used by Oxethsiin reports, land development tax is the
term used in the proposition.
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- how would the “taxable amount” be calculated sunzti the tax is only due on the
increase in the value of the land that has beerethby the re-zoning/planning
permission decision; and

- when would the tax actually be payable, particyldfrlthe sale of the land is
delayed until some point in the future. This istigatarly relevant in situations
where a landowner develops their own land and lilkies in the property.

All of the above points will also determine the maepof the administrative burden and
the complexity of the tax.

In paragraph 57 of the Deputy’s report it is stdtet —

“The only serious argument against action is thas idifficult to do. In
response to this | would simply say firstly, thaarh not so sure that it is
true.”.

This statement is inconsistent with Oxera’s conohs, as evidenced by the points
above and the following extract from the 2008 répor

“...given that some of the detailed issues arise sessalt of the interactions
with the planning system itself, and the local nearkharacteristics, it is
possible that Jersey would need to develop mordéess from scratch a
structure that worked for Jersey.”.

As Oxera indicate throughout both reports, in offdera land development tax to be
successful, it must be credible or landowners mayd tback sales, planning

applications, etc. In this context “credible” medhat landowners believe that the tax
is going to be in place for the long term and hezar@not be avoided through delaying
their actions. It is essential that any land dewelent tax is well designed

(i.e. addresses all of the issues raised by Oxard)forms part of a comprehensive
fiscal framework rather than being introduced ataadalone, piecemeal measure.

Work has already commenced on the development isf domprehensive fiscal
framework, including establishment in 2011 of thr policy unit. The tax policy unit
is conducting a review of Jersey’s overall tax plio ensure that it meets the needs
of the Island over the medium to longer term. Prigpd¢axes, of which land
development tax is just one of a number of measaresalready being looked at as
part of this review.

Finally, paragraph 13 of the Deputy’'s report intksathat such a tax could raise
£25 million over a period of years. This is cleaxlgry attractive; however this
calculation should be treated with extreme cautkrstly, it assumes a tax rate of
50%; it is questionable whether 50% is the “reabtna@ate” of tax anticipated by
Oxera in their 2005 report. As the tax rate is oedll so is the potential yield.
Secondly, this yield is calculated by referencéigares in the 2005 report which are
out of date.

In terms of anticipated yield, Oxera acknowledgthiir 2005 report that —

“...it is reasonable to conclude that the revenuemdal of a DGT, measured
on an average per-year basis, is quite small”.
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This of course is no reason not to pursue suck.dt@awever, the figure quoted by the
Deputy in paragraph 13 should be treated with oawind should not be considered to
be certain or necessarily achievable.

It should also be acknowledged that progress haady been made in the area of
Planning Obligation Agreements. Such agreement@a note in their reports,

should have the same underlying economic affed &d development tax (i.e. a
transfer of value from landowners to the communaithout the introduction of some

of the administrative complexities associated wifie taxation approach. Planning
Obligation Agreements also have the benefit of dpeible to focus on addressing the
particular externalities arising out of a developmdPut simply, they are a firm

mechanism to ensure that the impacts arising frereldpment are mitigated, or to
achieve measures to make development acceptable.

Planning Obligation Agreements have already beed ursJersey to achieve transport
improvements and affordable housing, to great sscce

The revised Island Plan has extended further thiengial scope of Planning
Obligation Agreements, so that they can be useca raften to deliver social housing
and other benefits to the community (e.g. publit aew public spaces, etc.)
Supplementary planning guidance on the use of Rlgr@bligation Agreements will
be brought forward in due course now that the tslRtan has been approved. In
particular the mechanism for affordable housingticbutions will be brought before
the States for endorsement by the end of 2011.

The introduction of a land development tax alongsi®lanning Obligation
Agreements would result in 2 measures which womlplaict on the value of land, this
duplication and the potential issues it causes evagkd to be addressed before a land
development tax could be introduced.

On the basis that it is not feasible to bring famvéhe proposals as requested in
part (a) of the proposition as part of Budget 208, not necessary to address part (b)
of the proposition.
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