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I ntroduction

The Minister and Assistant Minister thank the Cogte Services Scrutiny Panel for
their report.

Whilst the Treasury has not always been able teeagiith the views of the Panel, it is
recognised that Scrutiny has provided valuablerdmrttons to a number of financial
and budget debates. Their work has been able te fiminds on the important policy
options for States members ultimately to decidenufitne Ministerial team sincerely
thanks the Panel and recognises the time and effmmt on reviewing numerous
Treasury propositions and proposals over the las&aBs. Panel members should be
acknowledged for the time and effort they have smantheir work. The Minister
would also particularly like to recognise the warkthe Scrutiny Officers, who have
worked co-operatively and diligently with Treasuwfficials to support the Panel and
Ministerial team in researching the many backgropaplers and in drafting reports.

The Panel Adviser from CIPFA has also provided sarseful insight over the last
3 or 4 years, which has informed and influencedTiteasury’s work.

It is pleasing to note that many of the Panel'om@mendations have already been
identified as opportunities for further improvememhe move to 3 year fixing of
spending limits has been widely welcomed. The Marigs immensely proud that
Jersey’s Public Finances Law is held up as a mimdebther jurisdictions to follow,
and the Panel who encouraged that approach sheutddmognised for its important
support and contribution to this work.

As with all new innovations, there are always a bemof improvements to make
based on experience. The Minister is as commiteedha Panel is to ensure the
experience of this first MTFP is used positivelynake the next MTFP even more
robust.

As members will have seen from the Long-Term RegeRlan Review report,
published on 16th September 2014, work on impleimgraé number of the suggested
improvements to MTFP 2, which will fix expenditurkevels for the period
2016 to 2019, is already underway.

Two particular areas of the Panel’s report warrardetailed introduction. Firstly,
regarding the proposal in the Budget 2014 to redheemarginal taxation rate from
27% to 26%, the Minister wishes respectfully to iranthe Panel it was in full
possession of all the latest forecasts and supigop@apers prior to the debate of the
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Draft Budget 2014. All but one member of the Parméd in favour of part (a) of that
Budget proposition which authorised the rate reduact

The Minister signalled very clearly that the aimtbfs measure was carefully and
specifically designed to put money into the pocketsmiddle- to low-income
Islanders. Moreover, this was at a time when batbskholds and the economy
needed further support. In addition, as clearlia&rpd, this was an important step in
simplifying the marginal rate system of taxation.

The Minister and Assistant Minister strongly mainttheir position on this important
and landmark decision. They have also signallett thessire to go further to a rate of
25%, with the full support of a majority of Ministe including strong support from
the Chief Minister and Assistant Chief Minister (&tor P.F. Routier).

For that reason, Ministers are disappointed thafPtinel has now chosen to be critical
of this important measure. Had it felt so strontigat this proposal was wrong, or
should be reversed, then an amendment could haveliveught to the Budget 2015.

None has been brought, and the Minister for Trgaand Resources is surprised and
disappointed by this criticism.

Secondly, members of the Panel have suggestedathadditional Budget may be
required. This has been the subject of a highderafedia report.

Under the Finance Law, any new Minister for Tregsand Resources could bring
alternative proposals upon his or her appointmemt @&n additional Budget,
notwithstanding the potential serious negativeat$fehis could have on stability and
business confidence.

A supplementary Budget should not be necessargquined. The very raising of the
suggestion could unintentionally send out a mess@gelack of strength in Jersey's
financial position. The opposite is the case. Whitc€ome projections have been
reduced following a continued international reamssiJersey’s finances remain
incredibly strong. This is in part due to the Panelwn endorsement of Treasury
policy of prudent fiscal and treasury management.

The majority of the Panel’s concerns appear taedla measures designed to ensure
that there is a sufficient unallocated balancetmn@onsolidated Fund to provide for
expenditure designed to secure an economic recovery

The majority of these measures do not form parthef Budget 2015 report and
proposition. It could be argued that the currengale arrangements for the
Consolidated Fund, which often has a balance irexof £100 million, are overly
restrictive. The requirement to have the cash imately available even before a
capital project gets underway, and that it showdhield before a project is even
tendered, needs review in the context of a medemm-tfinancial planning model.
There should be no compromise on financial prudedogvever, the current practices
may not reflect best value or best use of taxpagashflow.

In any event, the schedule, which is provided fer States’ information, could be
altered by a new Council of Ministers.
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In addition, it should be remembered that shoultbine levels recover or improve
over the cautious estimates, then some of themilyneroposed initiatives may not be
required. The Minister has continued a policy ofiqgance and transparency in
decision-making based on independent economic @edvic

The Minister respectfully suggests that instead nwiking somewhat polemical
recommendations, the majority view of the Panelukh@ndorse an approach that
seeks more efficiency from States departments, ot money into the pockets of
lower- and middle-income earners, and does evewythpossible to secure a
sustainable economic recovery.

For these reasons, whilst accepting the majoritthefPanel’s recommendations, the

majority of Ministers stand by proposals as beingt only deliverable, but
representing the best Budget possible for Jers201s.

Findings

Key Findings Comments

Problems arose in | The report refers to problems in income forecastmg013. The

the income- Minister does not agree and remains committed ¢odicisions
forecasting procesg made in the 2014 Budget. Work is always ongoindmprove
in 2013 which financial forecasting in all areas and to contitaeprovide the
meant that appropriate information and briefings to Ministeggrutiny and

all other States members.
The initial response was very clear that the Pave in full

measures were
proposed (and

ultimately adopted)
in the 2014 Budget
which should not
have been. These
circumstances
should not be
allowed to repeat
themselves.

possession of all the latest forecasts and supgoptpers prior t
the debate of the Draft Budget 2014. All but onenher of the
Panel voted in favour of part (a) of that Budgeaigmsition which
authorised the rate reduction.

The aim of this measure was very clear and wasfudgreand
specifically designed to put money into the pock#tsiddle- to
low-income Islanders. Moreover, this was at a twigen both
households and the economy needed further sugpaatdition,
as clearly explained, this was an important stegimmplifying the
marginal rate system of taxation.

The Minister and Assistant Minister strongly maintaheir
position on this important and landmark decisioheyl have alsc
signalled their desire to go further to a rate 82 with the full
support of a majority of Ministers, including stgpbsupport from
the Chief Minister and Assistant Chief Minister (Rier).

For that reason, Ministers are disappointed thaPtanel has nov
chosen to be critical of this important measured Hafelt so
strongly that this proposal was wrong, or shouldéwersed, thet
an amendment could have been brought to Budget 2015

None has been brought, and the Minister for Trgasamd

)]

N

Resources is surprised and disappointed by ttisism.
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Key Findings

Comments

Decisions of the
Assembly need to
take into account
the most recent ang
up-to-date
information.

The Minister has always endeavoured to provide ABgembly
with the latest information. A significant numbédrhriefings and
presentations have been provided for States merbetts ahead
of lodging the draft Budget 2015 and also immedjgbeior to the
debate. This has been a consistent approach irBpasfets and
for other debates.

The draft Budget 2015 incorporates the latest iretaw forecasts
from the ITFG and a full review of all other Statesome.

The timing and
character of the
proposed remedial
measures
undermine
confidence in the
States’ financial
strategy. It is vital
that the measures
are critically
appraised in
relation to their
propensity for
delivery.

Once the Income Tax forecasts had been confirniex), were
incorporated in the financial forecast. This ledti® need tg
propose measures that would maintain a positivanical on the
Consolidated Fund. The measures themselves ar@ aeparture
from the States’ financial strategy nor a challengeit. The
States’ income has grown less quickly than expected the
majority of these measures, as identified by thecdti Policy
Panel (FPP), do not impact on economic activity,ictvhis
appropriate given the economic conditions. The F&Bo
comment that these proposals do not have a signifimpact on
the structural position of the States’ finances.

At the time of the draft Budget 2015 lodging, ndt@oposed
measures were certain in their ability to be dekde Since then),
further discussions have been held, for examplé wie utility
companies. Amendments were lodged by the Minisiar
Treasury and Resources to reflect the outcomes uah |s
discussions.

It remains unclear
how proposed
savings will be met
to ensure the Liquig
Waste Project can
be funded in the
way envisaged.

The exact details of the proposed savings are g&emfdr the
Transport and Technical Services Department (T©Snanage
The expected cost of repaying the principal sum iatetest of
£29 million from the Currency Fund investment haser
calculated at approximately £1.7 million per anndmeasury andg
Resources have had discussions with TTS about hatvdost
could be met, and they have identified efficiendieslectrical,
operational and maintenance costs which will cbote towards
the repayments required once the new facility inete.

There are
reservations about
how much
confidence can be
attached to the
Draft Budget's
anticipated level of
sustained
investment return
performance on the
Strategic Reserve.

It is acknowledged that there are many factors whiay
influence the actual returns achieved from thet&gia Reserve
Fund, and that the RPI(Y) actuals will differ frahe assumption
used in the rules. Based on historical Investmedarn rateg
achieved, the average Investment Returns for #ieSlgears hav
been well in excess of these levels, with last yesring overal
fund growth of 14.1%.

Given the Fund’s strong Investment growth, and skenario
testing carried out, the Treasury feels comfortatilat the
assumed rates used in the rules are reasonable@gss to use
and below the 3 and 8 year historic averages aetieWe areg
also starting from a strong position based on tkeelient
investment returns which have been banked for 2013.

|72}

D
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Key Findings

Comments

Further work is
required to ensure
confidence in the
expected spending
envelope for the
Hospital Project.

This is accepted. However, as was set out duritdeaee to the

HSSH Panel, the Strategic Outline Case, is thepaedemeans of

identifying an outline budget. The current FeagibiStudy will
report back with greater certainty (following thevedlopment of
an Outline and then Full Business Case) for theeebel capita
spend in response to the requirement (b)(i) undé2/P012 —
‘Health and Social Services: A New Way Forward'.

Whole-life costing
should be fully
embedded within
project modelling
and revenue
budgets for the
Hospital Project.

This is accepted; however, indicative revenue assests were

included within the Strategic Outline Case and mdetailed
assessments undertaken by the H&SS Departmentitfavened

development of the Long-Term Revenue Planning Revie

Further detailed work to assess the revenue infjiits,
underpinned by detailed Acute Service Planninginderway by
H&SS as part of development of the Feasibility $tudresponse
to part (b)(i) of P.82/2012, and this will inforinet whole-life cost
analysis within the Outline and Full Business Catmseloped fof
the Future Hospital Project.

In order to ensure
the efficacy of the
fiscal stimulus
programme,
measures to
stimulate or suppor
the economy must
meet the ‘3 Ts’ test
of fiscal stimulus.

The flexibility inherent to the capital programmeiry approvead
annually allows it to be utilised to vary the ouke@mount and

timing of spending. This has been effectively usececent years

as a tool to provide a specific programme of fissaimulus
through targeted capital expenditure on projecteting the
‘3Ts’ criteria of the stimulus being timely, tatgd and
temporary.

The specific ‘Economic Stimulus Plan’ approved by tStates
Assembly in P.55/2009 allocated £44 million frome
Stabilisation Fund for a one-off exercise desigt®grovide a
discretionary and targeted programme of stimulusegponse t¢
the economic downturn. It was this plan that egthbt the ‘3 TS’
test to ensure projects funded from the schemetimedbjectives
of the plan in providing stimulus to the Jersey remay,
supporting local employment and creating new opmities for
Jersey businesses at the point it was most needed.

However, an important distinction must be made betwthese
types of one-off exercises and what the capitabammme is
ultimately for. The primary objective of the capipgogramme ig
to meet service delivery needs, rather than prallgias a sourcs
of fiscal stimulus or a tool for managing the eamyo Some step
are nonetheless possible —

« Consideration is being given to actively managetémelering
conditions on capital projects to encourage an @pjate
balance between on-Island and off-Island contractahich
will help manage capacity in the local economy,
appropriate.

» Capital expenditure proposals in the next MTFPZ0L6 to
2019 can also take account of both the prevailiagacity

U\

assessment and prevailing economic conditions.
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Key Findings

Comments

Ongoing work on the management of the capital gnogne will
still consider how projects meet the ‘3Ts' but tfezus hag
shifted to looking at the likely impact on the lbegonomy, and
in particular the construction sector.

Actual performance
in capital
expenditure in
recent years does
not provide
sufficient
confidence that
forecasted profiles
for future capital
expenditure will be
achieved.

A great deal of progress has been made in recans ye improve
the monitoring of capital projects and the quatifyforecasts, a
well as encouraging departments to utilise avadlabsources t
complete upfront planning and feasibility beforéoehtions are
approved to reduce the lag between approval andeqtro
commencement.

Departments are required to sign off business casekiding
forecast cashflows for each project prior to itslusion in the
capital programme. Preparatory work at the plan@ing tende
stages also includes detailed evaluation by quastitveyors tQ
breakdown budgets at a granular level and verifpjegt
timescales. Forecasts are based on this detailderstanding of
each project.

The forecasts of capital spend included in the yemalin
Appendix 2 (page 65) are comparable to actual spenecent
years. It must also be noted that the 3 major ahpiijects for,
Housing, Liquid Waste Strategy and Future Hospit@l, which
detailed preliminary work has been carried out, ehdween
included, which contribute to increasing overalteftast spend
significantly in future years.

\"2)

O

10

There is a risk that
deficit-financing
may become the
norm for the States

It is not clear what is meant by this finding. Glgahere is a risk
but the Panel do not explain the nature or scakuci a risk and
whether either is changing. The Minister has alyemlgntified
that by updating the fiscal rules and principleattthe States
applies, this risk could be better managed, forngta by
committing to balance budgets over the economidecy€he
Panel's Adviser (MJO Consulting) recognises theuargnts in
favour of the States running deficits during a ssg@en and a
surplus in good times, but this does not imply theficits will be
the norm — if that was the case then budgets wnatdbalance
over the economic cycle.

1°2}

11

The Long-Term
Revenue Plan will
provide directions
to both the Budget
setting process and
the foundation for
the MTFP and is of
direct relevance to
the debate on the
Draft Budget.

=

The Long-Term Revenue Plan is intended to be a ingr
document and, as such, is best described as asprofd.ong-
Term Revenue Planning rather than a finite repopian.

A Long-Term Revenue Planning Review (R.136/2014 been
issued to States Members. Publication of this Revgeintended
to set out the range of major issues and potergaicy
considerations which might affect the next Strategid Medium
Term Financial Plan.

This is intended to assist States Members as to fowre
financial policy options and to inform the decisiatihat the next
States Assembly faces.
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Key Findings

Comments

12

An urgent
recalibration of the
MTFP is required
and its redesign
needs to be on the
basis of a robust
economic model
and not simply as
an accounting
model.

The current MTFP is a 3 year plan which is cled&ged on an
initial set of economic assumptions and financake€asts, that
are then revised and updated during the life df plen.

The Long-Term Revenue Planning (LTRP) Review presic
framework to look beyond the current MTFP periotie TLTRP
Review also provides the process by which an anrevaéw of
the plan and a re-assessment of the financial amhoenic
forecasts can be made and revised as necessaryarihel
Budget provides the mechanism by which the Staasbe asked
to approve changes to the plan which take accotiloth the
changing financial and economic position.

Both the LTRP and Budget processes are supported
independent economic advice from the FPP and thdg&uis
informed by the review by Scrutiny.

The LTRP process will provide a forward frameworlkthmn
which the next MTFP will be formulated. The econom
assumptions and financial forecasts will be refeeshgain as pa
of the work to develop a resource framework inrbgt Strategiq
Plan and to inform the next MTFP.

The new Council of Ministers and new States Assgmaill

determine the appropriate economic and financahéwork for
the next MTFP and will have the opportunity to tak account
any lessons learned from the first MTFP.

—

13

The time has come
for a full debate on
States’ expenditure
and taxation.

The draft Budget 2015 and all supporting papers haovided
much of the information required to ensure thatribes Council
of Ministers and the new States Assembly are ablave the full
debate the Panel suggests. The right time fordbimte is whemn
formulating the next MTFP, and the Minister haseaabured tqg
make all relevant information available in the poldomain to
ensure that the debates are as well informed asibpe®s In
addition, by placing the FPP and their reportingcpdures on

statutory basis, the next Assembly will have acdesthe best
independent economic advice to inform that debate.

<2

14

Further work is
required in order to
determine both the
size of any
structural deficit
facing the Island
and the strategy to
be used to address
it.

The FPP have already committed to providing furtnalysis of
the States’ structural position in advance of tegtiMTFP. The
Scrutiny Panel should await this work before makumpementg
about whether there is a structural deficit, italscand wha
remedial action may be required to address it amehw
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RECOMMENDATIONS

Target
date of
Accept/ action/
Recommendations To| Reect Comments completion
Prior to the lodging of Accept in| The Minister is happy to accept th€015
the next MTFP, the principle | recommendation in principle, but (s
Minister for Treasury conscious that we should not try and
and Resources shoul commit the next Council of Ministers and
ensure that Assembly to the existing fiscal framework.
membership of the This will need to be updated in a way that
ITFG is formalised makes the fiscal framework more
within a structured transparent and robust and builds on |the
reporting framework experience of recent years. The
and with formal responsibilities and roles in income tax
minutes being made (and wider financial) forecasting would
available to the need to be clear if the framework was to|be
Council of Ministers. strengthened and facilitate robust medium
and long-term decision-making. Should
that framework include the ITFG in ifs
current or similar role, then obviously the
suggestions of the Panel would |be
appropriate.
The Minister for Accept | The Minister has always endeavoured| tOngoing
Treasury and provide the Assembly with the latest
Resources should information, and will continue to ensure
ensure that the most that the most up-to-date forecasts are ysed
up-to-date forecasts to inform MTFP and Budget debates.
are used as the The economic assumptions and finangial
foundation for forecasts will be revised as part of the
informing the Budget process to develop the next MTFP 2016-
Setting Process. 2019 and Budget 2016.
The Minister for Accept | The proposed base budget reductions we@15
Treasury and included in the draft Budget 2015 with the
Resources should appropriate  commitments from both
ensure that proposed Corporate Management Board and the
base budget Council of Minister. The timing of these
reductions are subjec savings may mean that departments arg not
to independent able to make sustainable changes at ghort
validation in order to notice and they will need to make one-pff
ensure both their savings to meet their targets, but they have
deliverability and their committed to finding sustainable base
ability to be budget reductions now wherihey can.
monitored. Budgets will be removed from
Departments to match the savings agreed
which negates the need for monitoring|in
the short term. It was envisaged that
Treasury would have discussions wijth
departments to understand how they will
Page -9
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Target

date of
Accept/ action/
Recommendations To| Reect Comments completion
be delivering their target savings and gain
comfort over their deliverability, however
it is not for us to suggest that the
reductions should be subject to further
independent review or validation.
The Minister for Accept | The Treasury has focussed much attentidane 2015
Treasury and in recent years on developing, monitoring
Resources should and reporting management information,
confirm with including how MTFP growth, Carry-
Departments that they Forwards and Contingency allocations
have sufficient have been spent. During the period of the
management and Comprehensive Spending Review, the
financial information monitoring also included an analysis |of
to be able to monitor how departments were progressing towards
and report upon the achieving their savings targets.
proposed savings thaf In addition, the monthly and quarterly
the Draft Budget will reports produced and presented to |the
require them to Corporate Management Board and Council
deliver. of Ministers include explanations of any
significant budget variances and other key
financial and non-financial performance
indicators.
All departments use a well-establishied
financial reporting system that allows
effective  and  consistent  financigl
information to be produced and reported
across the organisation. Departments |are
responsible for monitoring their own
budgets, with  Accounting  Officers
accountable for operating within the
approved cash limit.
Departments must be given an approprjate
level of flexibility to manage savings
within their overall cash limit. The
Minister does not wish to issue |a
prescriptive list of savings proposals.
The Minister for Accept | Treasury will be continuing to discuss théuly 2015

Treasury and
Resources should
ensure that, prior to
the lodging of the nex
MTFP, an assessmen
is undertaken of the
ability of the
Department of
Transport and

—

necessary return to the Currency Fund
its investment in Jersey's infrastructu
and a plan of how those costs will be n
will be agreed. TTS has already starteg
identify efficiency savings that will b
realised once the new plant has Db
completed.

for

re,

net
to

D

-l

een
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Recommendations

To

Accept/
Reject

Comments

Target

date of

action/
completion

Technical Services to
identify savings in
order to fund the
Liquid Waste Project.

The Minister for
Treasury and
Resources should
ensure that, prior to
the lodging of the next
MTFP, the feasibility
of proposed
investment returns on
the Strategic Reserve
is subject to further
testing.

Accept

Accepting that the returns achieved |
year were well in excess of propos
levels, Treasury will continue to close
monitor returns on the Strategic Rese
and will continue to assess the impact
returns through sensitivity analysis a
scenario testing.

aQuarterly
eflom 2014
ly
rve
on
nd

The Minister for
Treasury and
Resources should
ensure that the capital
cost of the Hospital
Project is re-evaluated
to ensure that there ig
appropriate precision
within the expected
spending envelope
and that approved
functionality
synchronises with that
expectation.

Accept

This was in any case the intent of {
Feasibility Study currently underway a
which will report with Outline and Ful
Business Cases in 2015.

h2015
hd
I

The Minister for
Treasury and
Resources should
ensure that, prior to
the lodging of the next
MTFP, the full-life
running costs of the
Hospital Project are
appropriately
evaluated against the
MTFP financing
capability in respect
of the Health and
Social Services
budget.

Accept

This was in any case the intent of {

Feasibility Study currently underway and

which will report with Outline and Ful
Business Cases in 2015.

h2015

Pag
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Target

date of
Accept/ action/
Recommendations To| Regect Comments completion

9 | The Minister for Accept | The Treasury is committed to an ongoin@ngoing
Treasury and review of the Public Finances (Jersey) Law
Resources should 2005. Following the significant progress
review the legislative made to develop medium term financial
framework planning, further work is currently being
surrounding the undertaken to progress options for
capital allocation legislative changes that would improve the
process to ensure it efficiency and effectiveness of financial
allows for the realistic management with the States whilst
delivery of the Capital maintaining an appropriate framework |of
Programme and for control and accountability.
appropriate An issue high on the agenda within this
performance review is the methodology behind the
management approval and allocation of capital funding.
arrangements to be A number of options are being considered
putin place, with the to more effectively manage States |of
outcome of this Jersey resources and allow departments
review to be reported sufficient flexibility to effectively manage
to the States the delivery of their capital projects.

Assembly ahead of o ,

the lodging of the next Significant progress has been ma_Lde in

MTEP. recent years to improve the quality |of
capital project monitoring. The informatign
supplied by departments and reported back
to the Corporate Management Board and
Council of Ministers quarterly has
increased to include project specific
updates on project status, reasons for jany
delays, tender status and projects
cashflows. A lot of work has also been
done in conjunction with the Economics
Unit and the Jersey Construction Council
to develop our understanding of the impgact
of the capital programme on the local
economy.
The Minister will report back to the
Assembly on progress early in 2015 as part
of the development of the next MTHP
process, and before the Assembly are
asked to consider the next Strategic Plan.

10 | The Minister for Accept in| The principle of a surplus over the&015
Treasury and principle | economic cycle will be considered as part
Resources should of the ongoing work on updating the fisgal
investigate the framework. However, the suggested rule is
potential for the States not clear in terms of whether the reference
to run a budget point is annual GVA/surplus or surplus
surplus of 0.5% or 19 that over the cycle, and also what the
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Target

date of

Accept/ action/
Recommendations To| Reect Comments completion
of GVA over the rationale is for such a rule. The reference
economic cycle, with to the Swedish model by the Panel's
the outcome of this adviser is interesting, but no case is put
work to be reported tqg forward as to why this is applicable o
the States Assembly Jersey or preferable to fiscal rules
ahead of the lodging elsewhere.
of the next MTFP.

11 | The Minister for Accept | A Long-Term Revenue Planning Revievseptember
Treasury and has been issued to States Membg14
Resources should Publication of this Review is intended fto
ensure that the Long- set out the range of major issues and
Term Revenue Plan i$ potential policy considerations whigh
presented as soon as might affect the next Strategic and
possible to the Medium Term Financial Plan, to assjst
Assembly for States Members as to their future financial
Members’ approval. policy options, and to inform the decisions

that the next States Assembly will need to
take.

12 | The Minister for Accept in| R.136/2014 provides States members wilarly 2015
Treasury and principle | an update on the progress of the Lopg-
Resources should Resource| Te€rm Revenue Planning review.
request that work Frame- | The LTRP process will continue to be
begin immediately on work by | developed and will provide a forward
the recalibration of the early framework within which the next MTFP
MTFP with a report 2015 will be formulated. The economic
on progress to be assumptions and financial forecasts will|be
provided to the new refreshed again as part of the work|to
Assembly by develop a Resource Framework in the riext
Christmas 2014. Strategic Plan and to inform the next

MTFP.

The development of the new Strategic Plan
is likely to include consultation with States
members and the Public, and would neéed
to be produced in January 2015 to allow| an
appropriate period before lodging. This
process and timetable will need to e
agreed by the new Council of Ministers.

13 | The Minister for Accept | This recommendation is welcomed anllarch 2015

Treasury and
Resources should
ensure that, prior to
the lodging of the nex|
MTFP, Departments
are requested to
identify measures to

will be one of many options that will need
to be considered for the next MTFP. Any
options for income generation, economic

growth or improved productivity wil

reduce the need for reductions in services

or increases in taxes.

In the same way that MTFP monitoring has
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Target

date of
Accept/ action/
Recommendations To| Regect Comments completion
optimise income been introduced for CSR savings, MTFP
generation capability, growth, contingencies and carry-forwardgs,
with service delivery it will also be important for any neyw
benchmarking to be measures in the next MTFP to be
used as a means of monitored.
identifying wider
options.
14 | The Minister for Accept | The Panel and/or their advisers seem| ktarch 2015
Treasury and have misunderstood the forecasting

Resources should
ensure that, prior to
the lodging of the nex
MTFP, the economic
drivers that influence
tax yields are

process, as this recommendation is already
part of the forecasting process. Economic
drivers are re-evaluated for every forecast
as is their relationship to the relevant tax

bases. Tax yields are also forecast on

the

basis of the latest information and expected

re-evaluated, and that trends in the various income tax
all sources of data exemptions and allowances. In addition,|all
(including Social available data (including Social Securjty
Security contributions) is used to inform thjs

contributions) are
used to inform
financial strategy and
to determine the
extent of any
structural deficit.

analysis.

CONCLUSION

The Minister is encouraged by the fact that theePdmad clearly considered the
Budget 2015 proposals in detail, and that none hef Panel's key findings or
recommendations indicated alternative proposals.twiltstanding the Panel
Chairman’s continued criticism, no amendments Haaen made by her to alter the
key proposals in Budget 2015. The Minister has herraative but to conclude the
Chairman does not have an alternative approach.

In addition, given that the Corporate Services tieyuPanel, the FPP and members
who have reviewed the measures contained in Bilifigs, and with the exception of
2 members who have proposed amendments, none hagested an alternative
course of action.

The FPP has endorsed the Minister's approach, hadMinister and Assistant
Minister hope that this gives members and the widablic confidence that the
proposed way forward is the right one.
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