STATES OF JERSEY

oS
>

PARISH RATES: THE STATES’
LIABILITY

Lodged au Greffe on 20th March 2013
by the Connétable of St. Helier

STATES GREFFE

2013

Price code: D

P.40



PROPOSITION

THE STATES are asked to decide whether they are afpinion -

(@)

(b)

to endorse proposals 1 and 2 contained ifkRéport by the Working
Party set up by the Minister for Treasury and Reses) included as
an Appendix to the proposition ‘Parish Rates: th&teS’ Liability’

(P.68/2008), namely —

1. that the States, like other ratepayers, shbeltiable for both
Parish Rates and Island Wide Rates on all theipeies;
and

2. that the additional cost to the States in ingetheir rates

liability should be contained within existing Statbudgets,
except where such costs form part of a service aloasts
are recovered in the form of charges to end users,

to request the Minister for Treasury and Resesl to take the
necessary steps to make available adequate fufai2@14 and 2015
from central reserves to enable rates to be pait £014 on public
land and buildings (which are currently exempt frbath foncier and
occupier rates in accordance with Articles 17 aBddspectively of
the Rates (Jersey) Law 2005) without seeking toovec such
payment from the Parishes, and to request the Aafridinisters to
ensure that adequate provision is made in the Needium Term
Financial Plan to meet the cost from 2016.

CONNETABLE OF ST. HELIER
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REPORT

Connétable A.S. Crowcroft of St. Helier:
Very quickly, should the States pay ratdsaughter]

Senator P.F.C. Ozouf:
Ideally, yes, because there is an unfairnegtaughter]

Hansard, 11th December 2008 (Election of Ministerfireasury and Resources)

Connétable A.S. Crowcroft of St. Helier:

In order to make a bit more space this week anéhbaead the very disappointing
comments from the Council of Ministers and from @amité des Connétables on my
amendment to the Business Plan about the Statésgpestes, | think it would be
better for a new House to debate that as a stamelgmposition and, accordingly, |
would like to withdraw that from the amendmentsh® Business Plan this week ...

Senator P.F.C. Ozouf:

May | say to the Constable that that is a welconggestion but what | do think is
important that it would work now in order to trydarfind solutions co-operatively
rather than having to deal with a sort of a yesifj Gituation and | intend to work, if
he would want to now he is re-elected, to worktmat tssue immediately.

Connétable A.S. Crowcroft of St. Helier:
| have been waiting for 3 years.

Hansard, 12th September 2011 (Debate on AnnuahBssiPlan 2012 (P.123/2011))

Deputy J.A. Hilton of St. Helier:
Sir, 1 don't believe the Minister actually answertthé question — does he believe it is
fair that St. Helier ratepayers foot the bill?

Senator P.F. Ozouf (Minister for Treasury and Resorces):

I think that there is a win and a lose for St. Eeli think that St. Helier desic), as the
Island’s capital, do receive significant amountrafes from properties both in the
commercial and residential area and they will bevisg the interest of their
ratepayers — but the ongoing issues of the unfaiddn that exists for St. Helier does
need to continue to be looked at and I've givencthmitment to the Connétable that
I will continue to engage.

Hansard, 19th February 2013
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Introduction

In 2014 it will be 10 years since the States detielook into the issue of whether
they should pay rates. The Report of the WorkingyPset up by the Finance and
Economics Committee appears as an Appendix to Z088/6eeAppendix 3 to this
report) which was withdrawn following the lodgingf aony amendment to it
(seeAppendix 4 to this report). It would be good tathithat the States will pay rates,
as recommended by the Working Party, in 2014; lgtessive Ministers of the
Treasury and Resources Department have proved adeptriggling out of
implementing the recommendations. | must take soesponsibility for the lack of
progress in this matter, having withdrawn my lamdration of the argument
(P.123/2011 Amd.(7)) in the light of the negatiwverenents from both the Council of
Ministers and the Comité des Connétables. Thusrnalapproach the debate on this
proposition with much confidence, although | haveraded the proposition in such a
way as to ensure that if States’ members do notbisg, they will have to come up
with explicit reasons for rejecting the recommerata of the Working Party.

The main proposals, along with the reasoning bettiadh, are set out by the Working
Party in section 4 of its report:

“4, Working Party Proposals

4.1 Proposal 1 — that the States, like other ratgges, should be liable for both
Parish Rates and Island Wide Rates on all their pesties.

(@) The Working Party is of the opinion that tbmurse of action is the
correct one for the following reasons:

The States should pay rates on an equity basis.

The States operates as a competitor with theatarigector in the
provision of certain services, for example officecifities,

management services, grounds maintenance etc. Binelading an
equivalent to the rates charge met by a privatmsecganisation, the
States’ operations are artificially subsidised.

The States should recognise the full cost of oquying property for
comparative purposes.

The lack of a rates charge skews comparisons piitrate sector
service providers and public sector bodies in th& When
benchmarking on performance indicators.

The States should recognise the full cost of oqmying property to
improve strategic decision making.

By not recording the full cost of occupying prdyethe States are
hampered when making decisions on property usage.

The States should pay Parish rates to meet the stoof Parish
service provision.

Parishes incur costs associated with the ocaupati buildings that
are normally recovered through rates. In particutae Parish of
St. Helier faces an opportunity cost of foregortegavhen the States
takes possession of a building that was in the apgivsector
(e.g. Morier House), without any reduction in treiBh cost base.
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The States should pay their share of the Island Wfe Rate.

The States, by not contributing to the IWR, regsiia higher level of
contribution from the parishioners of all Parishdsan would
otherwise be the case. A commensurate States lwaindn would

provide scope for a reduction in the rates demanfiech all

parishioners.

4.2 Proposal 2 — that the additional cost to theat®s in meeting their rates
liability should be contained within existing Statebudgets, except where
such costs form part of a service whose costs aeovered in the form of
charges to end users.

(@)

(b)

(€)

(d)

(e)

(f)

In the United Kingdom, local and national goweent buildings are
liable for National Non-Domestic Rates, subject n@andatory or
discretionary relief, and the resulting costs amrnbby those
organisations as part of their annual budgetaryirement.

The Working Party considered that, as an adieg principle, total
public sector revenue take (taxation and ratesyldhaot increase and
that the States should seek to absorb the additcwsts within its
approved future funding envelope.

The Working Party was of the view that thet&tacontribution should
not be offset by a commensurate increase in thé&ibation to the
IWR, which would have a ‘neutral’ impact on Stafiesnces.

Where those costs form the basis for the mgehaf a service whose
charge is limited to cost recovery (e.g. car pakiplanning fees,
etc.), such costs should be passed onto the emdtasraintain a
‘level playing field’” position when comparing Stateservices to
comparable services provided by the private sector.

The proposal will have a distributional efféettween ratepayers and
taxpayers but it should not increase aggregate igubkctor
expenditure (i.e. the combined expenditure of thateS and all
Parishes) above that required to provide the cutesml of services.

The Working Party did, however, acknowledgatteach Parish has
the autonomy to determine whether the States twmion was

reflected in full as a reduction in rates chargedparishioners or
employed to provide additional services. Ultimatehys would be for

the relevant Parish Assembly to decide.”

The Working Party’s third proposal, that the traoti®en process must be efficient and
effective, appears uncontentious and is not, tbegefncluded in this proposition.
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Background

1.

2004

The Policy and Resources Committee was persuadéddchade in the landmark
Report and Proposition ‘Machinery of Governmenlatrenship between the Parishes
and the Executive’ (P.40/2004) the proposal to stigate the States’ liability to rates.
The Committee agreed to lodge an amendment to twveir proposition, with the
following accompanying report —

2.

“The report and proposition of the Policy and Reses Committee on the
relationship between the Parishes and the Executaglodged “au Greffe”
on 9th March 2004. The Committee has since recensdable feedback
from the Connétable of St. Helier, and as a coresecpl it would like to
propose an amendment to part (e) of the propositétating to the proposed
review of the States land and property portfolio.

In paragraph (e) it is proposed that “the Financé Bconomics Committee

should be charged to undertake a review of theeSti&nd and property

portfolio in order to bring recommendations to 8tates regarding the States’
liability to rates”. The scale of this task shoulot be underestimated, but the
Committee accepts that it would be helpful to setlemdline for these

recommendations to be placed before the Assembly.

An assessment of the work involved in this reviadi¢ates thah deadline of
July 2005 would be reasonable, as this will allow sufficietime for
consultation with interested parties and for comsition of the various
options referred to in paragraphs 65-69 of the Cittagis report. It is
anticipated that this will be a high-level revieduring which a general
assessment would be made as to the extent of tineated States liability to
rates, should the States ultimately decide to muthis option. It is not felt
that it would be appropriate at this stage for tbeiew to make a detailed
assessment of the rateable value of every Statgeny, as this would be a
costly and time-consuming exercise, and it wouldobemature to carry out
such an exercise until such time that the Statee had the opportunity to
consider the recommendations of the review.”

2005

On 19th July 2005 the Finance and Economics Coraenifiresented the Report
‘Parish Rates: the States’ liability’ (R.C.56/2008)which, although they shied away
from firm recommendations, the following statememése made —

“...the disproportionate location of States properiie St. Helier, St. Saviour
and St. Peter creates significant costs for thagésties and the Committee
would like to address this iss@s a priority (my italics)... The Committee

will undertake to providéirm recommendation@ny italics) with regard to the

States Rates Liability when the Island-Wide Rate haen introduced and
assessed and the economic effects of the Fiscate§yr are more clear. The
Committee anticipates that this will be possithlging 2007(my italics).”
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3. 2006

In Question Time in January 2006, the then Minidter Treasury and Resources,
Senator T.A. Le Sueur, gave assuransesAppendix 1 to this report) that this matter
would be progressed, and he agreed that it woulddvésable to set up a working
group to pursue this matter further if ‘firm recommdations’ were to be made the
following year. During the debate on the Stratdgjen in June, the Minister repeated
his assurances¢eAppendix 2 to this report). A Working Party was setunder the
Chairmanship of the then Assistant Minister for aawy and Resources (Deputy
J.A.N. Le Fondré of St. Lawrence), with the follogiterms of reference —

. (to establish) whether there is merit in the Staaging Parish and
Island-Wide rates, or some equivalent payment, espect of its
properties;

. if so, what the financial impacts would be on that&s;

. if the States should seek to defray these ana, ihaw this could be
achieved,;

. the options for defraying these costs and the impac parishes,

ratepayers and/or taxpayers.
4. 2007

The Working Party concluded its work in August aoacluded that the States should
pay rates on its property, but no action was tdkethe Council of Ministers to bring
the matter forward for debate or to make providimmthe States paying rates in the
2008 Business Plan.

5. 2008

On 13th May 2008, the Minister for Treasury anddReses lodged ‘Parish Rates: the
States’ liability’ (P.68/2008),seeAppendix 3 to this report) including the Working
Party’s report as an Appendix. Whilst accepting\Werking Party’s recommendation
that the States should pay rates, | believe tleaMimister’s proposal was designed to
achieve precisely the opposite. | lodged an amentifeeeAppendix 4 to this report)
explaining why this was so, seeking to steer thapgsition back to the Working
Party’s recommendations, commenting that ‘amonghtinedreds of propositions put
forward in the 10 years of my membership of theteStaP.68/2008 must rank as
among the most half-hearted and doomed to faillireas not wide of the mark as
Senator T.A. Le Sueur withdrew P.68/2008 on 1sy 008 and took no further
interest in the subject. When | raised the matteindg the debate on a vote of no
confidence in the Council of Ministers during trere Sitting, the Chief Minister of
the day, Senator F.H. Walker, who also cut hishtesta States Member as a Deputy
of St. Helier, was clearly not minded to address rthatter eitherseeAppendix 5 to
this report).

Following the elections, a second Council of Mieistwas formed at the end of the
year and | just managed to squeeze in the questi@enator P.F.C. Ozouf which is
reproduced at the start of this report. He was éldgted to take over as Minister for
Treasury and Resources from Senator T.A. Le Sueith responsibilities which
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included tackling the ‘unfairness’ he acknowledgasHansard, and bringing forward
the Working Party’s recommendations for debateianpdementation.

6. 2011

With no apparent interest being forthcoming frone t€ouncil of Ministers in
addressing the issues which had been so pressinghdéoPolicy and Resources
Committee in 2004, | lodged an amendment to thafDknnual Business Plan 2012’
(P.123/2011) seeking a debate on the principlesstiyated by the States’ Working
Party and inclusion of a sum sufficient to meet 8tates’ liability to rates. This
included a summary of the Working Party’'s recomnatioths and reiterated the
analysis | had given in my amendment to P.68/2668wing how it was ‘designed to
fail'. The comments presented by both the CountciMmisters and the Comité des
Connétables, were discouraging to say the least.

The Council of Ministers repeated the argument madB.68/2008 that the States
could not afford to meet their liabilities in regpef rates; they obviously did not take
me seriously when | had suggested that if the Stieided that they simply could not
afford to pay the rates which the Working Partyigeby the States advised were due,
owners of businesses in Jersey (some of which geoservices in competition with
the States) could reasonably protest at unfair etitigm, while individuals struggling
to make ends meet in the current economic climaghtnadeclare that they could not
afford to pay rates either!

Indeed, the Council of Ministers repeated mosthef points which | had anticipated
and refuted in the report to my proposition, makimg question whether they had read
it properly. They concluded with an invitation fore to ‘identify the real cost of
servicing States properties ... to identify the readt to the urban parishes and bring
forward proposals as part of the Medium Term Firerelan process for funding in
2013." This new suggestion from the Council, thdtatvis required is merely a
repayment of servicing costs, is particularly fatsioand shows no effort to ‘engage’
with the Working Party’s recommendations. It canlixened to a local business
proprietor asking a parish authority to work out ttost of parochial services to that
particular business in order that they could pay Hill rather than meet their liability
to Parish and Island Wide rates.

The Comité’s brief comments expressed concern‘tiitahately the public will pay’
and expressed concerns about the potential impa&asish rates, even though my
amendment to the Business Plan specifically dedigoeprevent the Minister for
Treasury and Resources from attempting to claw baelpayment from the parishes.
As to whether the public will pay, were this propios to be adopted and the
recommendations of the States’ Working Party finafiplemented, there would be a
number of possible consequences, a rise in taxdieng the last resort. It is a
characteristic of the Council that the spectreighér taxes should be used to dodge
the issue of achieving fairness but as the Worlagy’'s report points out, the first
action that would follow acceptance of liability tates would be the more efficient
use of land and buildings; where States departmbet®ve they cannot make
sufficient savings to meet their liability to rates their land and buildings, they will
have to make more efficient use of the same, imetudisposing of property that is
actually surplus to requirements — as would bedhse for any ordinary property
owner.
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If indeed the Minister for Treasury and Resouradsthat there was no other option
than to put up taxes in order for States departsnenpay their rates bills, this would
be fairer than the current system of depriving aeriparishes of the rates income
which is due to them; furthermore, taxation leass based on the individual's ability
to pay, which rates bills are not.

7. 2013

Attention to the unfair position of St. Helier rpsg/ers was brought into sharp focus
earlier this year when a St. Helier parish assembtgd more than a million pounds
to fund the construction of new public toilet fadds in the town centre.
Notwithstanding the support that was given for ifmeestment, parishioners voiced
their disapproval of such expenditure on amenif@sgeneral use for which no
contribution from the public purse could be expdctnd, moreover, they expressed
their discontent that St. Helier ratepayers aresetqul to fund such facilities which are
funded out of taxation elsewhere in the IslandsTld to a question being put to the
Minister for Treasury and Resources on 19th Ferure Minister’s replies suggest
that nearly a decade after the States agreed kte the unfairness of the position of
St. Helier, and 5years after the publication of States-commissioned report
recommending that the States pay rates, we areiicef towards either objective,
with the Minister suggesting that he is waiting foe Parish of St. Helier to ‘engage’
in discussions! He also referred to the transfewelfare payments to the States and
the introduction of the Island Wide Rate, which mdded a different source of
inequity than that created by the States not pawates.

The effect of this proposition is that the Statds debate their Working Party’s report
for the first time and, if its 2 main recommendati@are approved, that —

. the States will have to pay both Parish and Ishfide Rates;

. the States will be unable to simply claw back \he tParishes a
commensurate amount to offset Parish Rates, btésSteepartments
will have instead to make efficiency savings, ias®e fees where
services are provided, and, where necessary, seekased revenue
budgets;

. the States will have to pay their rates bills frd@i4, in common with
the rest of the Island’s businesses and houselsolder

Financial and manpower implications
There are no manpower implications in this amendmehne financial implications

were estimated by the Treasury Department to 481000 for 2013, and would be a
similar sum in 2014 (uprated as appropriate fdatidn).
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APPENDIX 1
States’ Questions31st January 2006

2.1 Connétable A.S. Crowcroft of St. Helier of théMinister for Treasury and
Resources regarding progress with the States payirfgarish Rates on property in
public ownership:

In R.C.56/2005 regardingParish Rates: the States’ liabilitythe former Finance and
Economics and Committee identified that: “there istrong argument that the States
should pay rates”, there was an unfair burden erraé Parishes at the present time,
and that the issue should be addressed as a ypnwith “firm recommendations”
being made in 2006; would the Minister indicate tragress, if any, is being made?

Senator T.A. Le Sueur (The Minister for Treasury ard Resources):

I am not sure where the Constable has found tlezeeée to firm recommendations
being made in 2006. | have searched R.C.56 andonbnfind a reference in the
concluding paragraph to an anticipated date of Z008uch recommendations to be
presented. However, by way of reassurance, | cafirgothat it is still my intention
to bring forward firm recommendations at that tiome the possibility of the States
paying rates on its properties. If they read elsreh Members will find in the
executive summary, the words: “In the interestsfadfness and transparency, the
Finance and Commerce Committee supports the argushéime States being rateable
on all its properties. In recognition of the indgucaused by the current exemption
and the severe financial constraints placed bySthées, the Committee puts forward
its preferred option for funding this potential diity. The Committee believes it
would be unwise for the States to make a firm revemdation with regard to funding
until the economic impact on the fiscal strategy elearer and the Island-wide rate
debated, accepted and implemented. The Committekike to issue this R.C. as a
preliminary consultation document in respect of weey forward.” | remain of that
opinion. At the present time, while the Island-wid#te has been debated and
accepted, its effects, particularly on busineskase not yet been fully evaluated.
Similarly, aspects of the fiscal strategy remaidlenreview. By the end of this year,
there should be much greater clarity in both thassas enabling proposals to be
considered in light of full information. In conclog, | reaffirm my support of the
conclusions of R.C.56/2005 and it is my intentiorbting recommendations as stated
in 2007.

2.1.1 The Connétable of St. Helier:

| apologise for the typo. It is, indeed, 2007 anhdhould have been in the question.
Notwithstanding that, if the Minister is to bringrivard firm recommendations next
year and given that the conclusion promises prelmyi consultation, would it not be
advisable for the Minister to invite Members of t@emmittee of Constables and
other interested parties to form a working groups thear in order that firm
recommendations can be brought forward next year?

Senator T.A. Le Sueur:

Yes, Sir, | am perfectly happy to meet with the @énof Connétables but perhaps
that would be premature at this stage until tharclmpact and the effect of the non
domestic rate has been evaluated by them.
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2.1.2 The Connétable of St. Helier:

Sorry, Sir, clarification. | did ask whether the risiter would be prepared to form a
working group involving the Committee of Constabdesthat firm recommendations
could be brought forward next year.

Senator T.A. Le Sueur:

I think it is more than a Comité of Connétablesasathe report suggested there are
also matters of fiscal implication and economic licgiion. | would be happy to form

a working group which would include the Connétalidesother people would also be
needed on that group as well.
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APPENDIX 2
Debate on States’ Strategic Plan 2006 — 2011 (P 2006) 22nd June 2006

1.12  The Greffier of the States (in the Chair):

| put the amendment, so those Members in favowdaoipting it as amended kindly
show. Against? The amendment is adopted as amewdedome now to the second
amendment in the name of tBennétableof St. Helier. | will ask the Greffier to read
that amendment.

The Deputy Greffier of the States:

After the word “appendix” insert the words: “Accefitat (1) in commitment 6
outcome 6.1 after action 6.1.3 insert the followagions. 6.1.4 bring forward firm
recommendations on the possibility of the Stategngarates on its properties in
2006.”

1.12.1 The Connétablef St. Helier:

Members will be delighted to learn that we are todhave this evening, or we do not
need to have this evening, a debate about thesStaieng rates. We possibly could
even finish the strategic plan this evening perhagsause of that. | see that Senator
Ozouf has brought in a glass of water and he wallmeed it because the Council of
Ministers has proposed an amendment and | unddrsta certain comfort is to be
given to me by the Minister of Treasury and Resesithat we are indeed, as said in
the Finance and Economic Committee’s paper lastr, ygaing to have firm
recommendations in 2007 for the States to pay m@téss properties. My request for a
working group to be set up to progress that isgdaiken forward this year. So, | am
happy. My only concern really is that in the commen this second amendment
lodged by the Council of Ministers they say that #olution to the problem, and it
clearly does present a problem, has got to bermagtal to the tax payer, and | do not
think it is right at this stage that we prejudge ttutcome of that study. Who knows
what solutions the study is going to come up wih2 having said that, Sir, | am
pleased that we seem to have reached an accotgeamgbse the amendment.

The Greffier of the States (in the Chair):
Is the amendment secondg@2conded]There is an amendment in the name of the
Council of Ministers. The Greffier will read thanhandment.

The Deputy Greffier of the States:
In the proposed new action 6.1.4 before the wond2006” substitute the words “by
2007".

1.12.2 Senator T.A. Le Sueur:

This is really an obligation to be placed on theaBury and Resources Minister and
so | am happy to speak to it. | am grateful for @@nnétable of St. Helier and the
position that operates between these benches anbehches which enables me to
deal with this fairly quickly. | said in answer lbam earlier that | would be setting up a
working group once the full impact of the new ratew had been assessed. The
Connétable of St. Ouen yesterday gave details ef hhleakdown of the rating
assessment and | confirm now for the benefit of dbebt of the Connétable or
anybody else that | will now be setting up that kwog group within the next
3 months with the aim that we will, in fact withettommitment, that we will be able
to come back by 2007 with firm recommendationsnderline that is an undertaking
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which | am happy to give. The Connétable is hagpgdcept that undertaking and on
that basis | would like to propose the amendment.

The Greffier of the States (in the Chair):
Is the amendment secondefBconded]Does any Member wish to speak on the
amendment to the Council of Ministers? Deputy Bogck

1.12.3 Deputy A. Breckon:

I would be delighted if the Minister of TreasurydaResources could tell me the
difference between in 2006 which is the end of yhar, | would presume, and by
2007. Could you tell me what the difference is?

1.12.4 Senator T.A. Le Sueur:

By 2007, it is vague and it does not say by whae da 2007. However, | think the
spirit of this is we are going to go on ahead \ititas quickly as possible. | maintain
the amendment.

1.13  The Greffier of the States (in the Chair):

I put the amendment to the Council of Ministers.o3¢n Members in favour of
adopting it, kindly show. Any against? The amendnmgmdopted. Does any Member
wish to speak on the amendment of the Connétabdenasded? If not | will put that
amendment as amended. Those Members in favouropitiag it, kindly show. Any
against? That amendment is adopted as amended.

Page - 13
P.40/2013



APPENDIX 3

STATES OF JERSEY

PARISH RATES: THE STATES®
LIABILITY

Lodged au Greffe on 13¢th May 2008

by the MMinister for Treasury and Resources

STATES GEEFFE

2008 Price code: C P4E

Page - 14
P.40/2013




PROPOSITION

THE STATES are asked to decide whether they are afpinion -

to meet the cost of Parish Rates on public bugslinvhich are currently
exempt from both foncier and occupier rates in edamoce with Articles 17
and 18 (respectively) of the Rates (Jersey) Lawb2@Mhd to increase the
contribution by Parishes to the Island-Wide Rateabgommensurate sum,
with effect from 2010.

MINISTER FOR TREASURY AND RESOURCES
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REPORT
Background

Proposition P.40/2004: ‘Machinery of Governmentldienship between the Parishes
and the Executive’ required, amongst other thitigs,(then) Finance and Economics
Committee to “...undertake a review of the Stasaslland property portfolio in order
to bring recommendations to the States regardia¢thtes’ liability to rates”.

The Finance and Economics Committee duly undertithak review (reported in

R.56/2005), but did not consider it appropriate nbiake firm recommendations,
“...until the economic effects of the Fiscal Stgpteare clearer and the Island-Wide
Rate debated, accepted and implemented.”

The Connétable of St. Helier proposed an amend(hent2) to P.40/2006: ‘Strategic
Plan 2006 — 2011, requesting the Minister for Breg and Resources to “bring
forward firm recommendations on the possibilitytbé States paying rates on its
properties in 2006”.

The Minister for Treasury and Resources confirnieed & working group would be set
up with a commitment that firm recommendations Ww# produced in 2007 [Jersey
Hansard, 22nd June 2006 — reference 1.12.2].

A Working Party was set up under the Chairmanshipe Assistant Minister (Deputy
Le Fondré), comprising (initially) —

Connétable Crowcroft St. Helier

Connétable Yates St. Martin
Mr. C. Spears Chamber of Commerce
Mr. D. Levitt Rates Assessor

which met on three occasions —

. 30th October 2006;

. 11th December 2006 (where Mr. R. Shead represetited Chamber of
Commerce and Mr. A. Pemberton, Finance Director foe Parish of
St. Helier);

. 20th April 2007 (Mr. A. Pemberton attended; apoésgivere received from

the Chamber of Commerce from whom a written sulbionssas received);
and considered a number of draft reports, respgrajre-mail and in writing.

The Working Party approved the report (tabled unsigparate cover attached as
Appendix A), with final approval being received 8t February 2008.

The terms of reference for the Working Party weyeead as follows:

To consider and make recommendations as appropnatee following items —

. whether there is merit in the States paying Paaisth ISland-Wide rates, or
some equivalent payment, in respect of its properti

. if so, what the financial impacts would be on that&s;
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. if the States should seek to defray these and, ifiew this could be achieved;
. the options for defraying these costs and the itnpacparishes, ratepayers
and/or taxpayers.

The Working Party recognised that a consensus nmybe reached as to the
recommended way forward.

The Minister for Treasury and Resources determthatito satisfy the amendment to
the Strategic Plan, referred to above, a ReportRangosition should be prepared for
lodging contemporaneously with the report of therkifeg Party.

Working Party Rationale

The Working Party, having considered carefully anbar of options, agreed that the
States should, like other ratepayers, be liabld*fmish and Island-Wide Rates (IWR)
on all their properties.

The Working Party is of the opinion that this cauos action is the correct one for the
following reasons —

(a) The States should pay rates on an equity basis

The States operates as a competitor with the prisattor in the provision of certain
services, for example office Facilities Managems@tvices, grounds maintenance,
etc. By not including an equivalent to the ratesrge met by a private sector
organisation, the States’ operations are artificisibsidised.

(b) The States should recognise the full cost of @apying property for
comparative purposes

The lack of a rates charge skews comparisons wiithte sector service providers and
public sector bodies in the UK when benchmarkingerformance indicators.

(© The States should recognise the full cost of @gying property to
improve strategic decision making

By not recording the full cost of occupying properthe States are hampered when
making decisions on property usage.

(d) The States should pay rates to meet the cost pérish service provision
and the Island-Wide Rate

Parishes incur costs associated with the occupatidouildings that are normally

recovered through rates. In particular, the Paofsbt. Helier faces an opportunity cost
of foregone rates when the States takes posseasfsiohbuilding that was in the private
sector (e.g. Morier House), without any reductiomhe Parish cost base.

A similar argument can be made in respect of tla¢eStnot contributing to the IWR,
which results in parishioners’ contributions behigher than would otherwise be the
case.
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Counter position

Charging rates on States properties achieves neffir@ency gain to the wider public

sector and has a marginal increase in overall adtration costs. In the vast majority
of cases the taxpayer and ratepayer are one anshthe, so all things being equal
there is a broadly net nil impact on the individoember of the public.

The current funding pressures identified to the ridilof Ministers suggest that there
is little scope to absorb a cost increase estimat€d .65 million without impacting on
service provision.

Assuming a compensatory taxation measure is retjtoreffset the impact, there will
be a relative benefit to St. Helier ratepayers/égeps combined costs and a relative
dis-benefit to other parish ratepayers/taxpayessscdt is difficult to see how such a
measure improves equity between these two groups.

The States continues to invest heavily in the RapisSt. Helier. The most obvious
example being the funding of reclamation sites Iteguin new developments that
yield a rates return to the parish that would ribeowise exist.

In addition to direct investment, the presencemfegnment departments in St. Helier
provides a significant increase in town centre @raghich drives the local business
base, enabling a higher level of rates take fromllsbusinesses than would otherwise
be the case.

Cost to the States and Resource Impact

On the basis that the States contribution addethéo parishioner’s contribution
(including the IWR element) amounts to the curreml rates yield, the cost to the
States will be in the order of £1.65 million penam at a 2006 cost base.

The vast majority of the States contribution (adi.1 million or 66%, depending
on the method of apportionment adopted) will beerezd by the Parish of St. Helier,
with a further £287,500 (17%) received by St. SamidNo other parish would benefit
by more than £100,000.

The Working Party considered that, as an overriginigciple, total public sector
revenue take (taxation and rates) should not isereApplication of rates to States
properties would have a distributional effect budd not increase aggregate public
sector expenditure above that required to provige current level of services.
However, it was recognised that each parish haswbenomy to determine whether
the States contribution was reflected in full ag@duction in parish rates or employed
to provide additional services.

In practice, individual parishes may seek to passame or none of the ‘windfall’
savings to ratepayers. If a commensurate savingtisnade in States expenditure, this
proposal could result in a marginal increase inipwxpenditure.

The Working Party considered that the States sheatk to absorb the additional
costs within its approved future funding envelope.
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Proposal

The Minister broadly supports the Working Partytguament for the States to pay
parish rates on its properties on an equity bdmis,does not consider it feasible to
absorb the cost within already pressured Statesdsmglimits.

The Minister also does not consider it efficientréise additional tax to provide a
rebate to ratepayers — the effect of which is ithigtional but has no overall benefit to
the population as a whole.

The Minister, therefore, proposes a ‘budget neutygbroach whereby the additional
cost to the States of meeting Parish rates betoffgean equal increase in the
contribution by all Parishes to the Island-WidedR@WR), through an increase in the
IWR levy.

The States would have to approve an amendmenet&#tes (Jersey) Law 2005 to
enable an increase in the IWR by more than theraateRPI uplift. Should the States
support the proposal, law drafting time will be gbueither in 2008 or 2009, to enact
the law change from January 2010.

If the proposal is accepted, the States will pagsran its properties in full from 2010,
subject to receiving a commensurate transfer franspes into the IWR fund

Financial and manpower implications

The proposal will result in an increase in Stagesnsgling estimated at £1.65 million
and, if the proposal is approved the increaseddgpgrwill need to be proposed in
next year's Business Plan. Overall, the impact lom $tates financial position is
neutral as the proposal requires an equivalenease in States revenues from the
Island-Wide Rate.

There will also be a resource implication for btte States and individual parishes in
developing and implementing a single, simplifiedtsyn of recharging. No detailed
work has yet been undertaken to determine theylikee-off and ongoing resource
implications, but these are not expected to beauser

There are no additional manpower implications aggrom this proposal.

Page - 19
P.40/2013



APPENDIX

REPORT OF THE WORKING PARTY TO EXAMINE ISSUES RELAT ING
TO THE STATES’ LIABILITY TO RATES ON THEIR PROPERTI ES

Background

1.1 Proposition P.40/2004: ‘Machinery of Governmérelationship between the
Parishes and the Executive’ required, amongst ¢kinegs, the (then) Finance
and Economics Committee ta.undertake a review of the States land and
property portfolio in order to bring recommendatioto the States regarding
the States’ liability to rates”.

1.2 The Finance and Economics Committee duly undkrthe review (reported
in R.56/2005), but did not consider it appropriate make firm
recommendations, “...until the economic effectstlod Fiscal Strategy are
clearer and the Island-Wide Rate debated, accepteidmplemented.”

1.3 In response to an amendment to the Strategit 2006 — 2011 tabled by the
Connétable of St. Helier (attached Agpendix A), on 22nd June 2006, the
Minister for Treasury and Resources confirmed thatorking group would
be set up with a commitment that firm recommendsatiwill be produced in
2007. [Jersey Hansard, 22nd June 2006 — refered@2% et seq— extract
attached asppendix B.]

1.4 A Working Party was established and met forfitise time in October 2006.
15 This report represents the findings and prdpagahe Working Party

2. Working Party Composition and Terms of Reference

2.1 A Working Party was established under the @maiship of the Assistant
Minister, Treasury and Resources, Deputy John lrelfé) comprising:

Connétable Crowcroft St. Helier

Connétable Yates St. Martin

Mr. C. Spears Chamber of Commerce
Mr. D. Levitt Rates Assessor

2.2 The Working Party met on three occasions —

. 30th October 2006

. 11th December 2006 (where Mr. R. Shead represeghtedChamber
of Commerce and Mr. A. Pemberton, Finance Direfioithe Parish
of St. Helier).

. 20th April 2007 (Mr. A. Pemberton attended; apobagivere received

from the Chamber of Commerce from whom a writtebnsigsion
was received).
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2.3

24

3.1

3.2

3.3

3.4

3.5

3.6

3.7

The terms of reference for the Working Partyensgreed as follows —

To consider and make recommendations as apprepmat the following
items:

. whether there is merit in the States paying Pagagk Island Wide
rates, or some equivalent payment, in respecsqgdribperties;

. if so, what the financial impacts would be on thees;

. if the States should seek to defray these and, ifi@wv this could be
achieved;

. the options for defraying these costs and the itnoac Parishes,

ratepayers and/or taxpayers.

The working party recognised that a consensghtmot be reached as to the
recommended way forward.

Current Position and Summary Impact of Change

The States do not normally pay either occupierfoncier rates on their
operational properties.

Public buildings are exempt from both fonciend aoccupier rates in
accordance with Articles 17 and 18 respectivehthef Rates (Jersey) Law
2005.

The States do pay rates on properties whehircaparty is either owner or
occupier.

If the States were to pay Parish Rates therddnme more quarters in every
Parish. This would mean that a Parish could —

. Lower the rate per quarter and raise the same anasurefore;
. Keep the level of rate the same and raise morenteyer;
. A combination of the above.

If the States were to pay Island-Wide RatesR)\Where would be more Non-
domestic quarters throughout the Island. This wowmlake it possible to
reduce the IWR payable on Domestic quarters, or-dhmmestic quarters, or
on both.

However, the impact would depend upon the ptapoof the Annual Island
Wide Rates Figure (AIWRF) to be met from the Dorneesir the Non-
domestic IWR as set out in Regulations made byStiades as recommended
by the Connétables.

Such a reduction would be outside the contfahdividual Parishes. Any
reduction in Non-domestic or Domestic IWR would lgppqually across the
Island.
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4.1

(@)

Working Party Proposals

Proposal 1 — that the States, like other ratgges, should be liable for both
Parish Rates and Island Wide Rates on all their pesties.

The Working Party is of the opinion that thisucse of action is the correct
one for the following reasons:

. The States should pay rates on an equity basis.

The States operates as a competitor with the tersector in the provision of

certain services, for example office facilities, magement services, grounds
maintenance etc. By not including an equivalenth®rates charge met by a
private sector organisation, the States’ operat@wasartificially subsidised.

. The States should recognise the full cost of occupy property for
comparative purposes.

The lack of a rates charge skews comparisons pritrate sector service
providers and public sector bodies in the UK whemmdhmarking on
performance indicators.

. The States should recognise the full cost of occupy property to
improve strategic decision making.

By not recording the full cost of occupying pragethe States are hampered
when making decisions on property usage.

. The States should pay Parish rates to meet the coef Parish
service provision.

Parishes incur costs associated with the occupaifobuildings that are
normally recovered through rates. In particulae Barish of St. Helier faces
an opportunity cost of foregone rates when theeStédkes possession of a
building that was in the private sector (e.g. Moridouse), without any
reduction in the Parish cost base.

. The States should pay their share of the Island Wil Rate.

The States, by not contributing to the IWR, reesira higher level of
contribution from the parishioners of all Paristiesn would otherwise be the
case. A commensurate States contribution wouldigeoscope for a reduction
in the rates demanded from all parishioners.
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4.2

(@)

(b)

(c)

(d)

(€)

(f)

(9)

(h)

(i)

Proposal 2 — that the additional cost to theates in meeting their rates
liability should be contained within existing Statebudgets, except where
such costs form part of a service whose costs aeovered in the form of
charges to end users.

In the United Kingdom, local and national gawaent buildings are liable for
National Non-Domestic Rates, subject to mandatarygliscretionary relief,
and the resulting costs are born by those orgamisaas part of their annual
budgetary requirement.

The Working Party considered that, as an ogigi principle, total public
sector revenue take (taxation and rates) shoulthnmase and that the States
should seek to absorb the additional costs wittsirapproved future funding
envelope.

The Working Party was of the view that the &atontribution should not be
offset by a commensurate increase in the contdhuto the IWR, which
would have a ‘neutral’ impact on States finances.

Where those costs form the basis for the reehaf a service whose charge is
limited to cost recovery (e.g. car parking, plagniiees, etc.), such costs
should be passed onto the end user to maintagval ‘blaying field’ position
when comparing States services to comparable ssrvicovided by the
private sector.

The proposal will have a distributional effelsetween ratepayers and
taxpayers but it should not increase aggregateiguddctor expenditure
(i.e. the combined expenditure of the States amdPatishes) above that
required to provide the current level of services.

The Working Party did, however, acknowledgettlemch Parish has the
autonomy to determine whether the States contdbwtias reflected in full as
a reduction in rates charged to parishioners o@red to provide additional
services. Ultimately, this would be for the reletvRarish Assembly to decide.

The net total additional cost to the State$ belin the order of £1.65 million
per annum at a 2006 cost base. This sum refleetadjustment required to
contributions by all ratepayers (including the &tto achieve the existing
total rates yield.

The vast majority of the States contributiorPrish rates (around £568,000)
will be received by the Parish of St. Helier, witfurther £120,000 received
by St. Saviour. No other Parish would receive nibaa £38,000.

On the 2006 rates base data, the estimatedcinggaoss Parishes of the States
paying Parish rates is as follows —
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Note:

Table 1
Estimated Indicative States Contribution to ParishRates by Parish

Parish Parish Rates

(£)

Grouville 4,070

St. Brelade 37,720

St. Clement 14,470

St. Helier 567,725

St. John 2,765

St. Lawrence 4,195

St. Martin 6,435

St. Mary 2,540

St Ouen 7,200

St Peter 29,785

St Saviour; 119,975

Trinity 7,730

Estimated States Contribution to 804,610
Parish Rates

This table shows what the position would have biee®006 if the States had paid
Parish Rates on all its properties (excluding amtribution in respect of IWR).

This illustration should not be regarded as a ptexh of the specific benefits to
Ratepayers or Parishes if the States were to pgasRa

()

(k)

()

(m)

(n)

Parishioners would also benefit by not haviagontribute a total of £845,390
to the IWR fund.

Thus, as noted above, the amount payable bystages in respect of Parish
Rates is estimated to be £805,000. The States walstdl have to pay an
estimated £845,000 for its IWR contribution, resigitin a total cost of

£1,650,000 based upon the 2006 rates base data.

The above estimate assumes that the overasiPegvenue requirement and
contribution to the IWR fund will remain constaas there is no increase in
their operating costs, and the States contributsnlts in a pro-rata reduction
to all ratepayers (including the States).

Further detailed work is required to analyse #plit between ministerial
departments, however, departments that have ‘popengry’ services, such
as Health, Education and Transport and Techniaafics, will bear the vast
majority of the costs, either directly or throughrecharge from Property
Holdings.

The Working Party recognises the competingrfai@ pressures within the
States. The cost of implementing these proposaistigncluded in the current
States forward financial forecast, but the WorkiPayty considers that this
should not, in itself, be a reason to delay impletaiton.
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4.3 Proposal 3 — that the transaction process mustefficient and effective.

(a) The Working Party considers that the transacpoocess should have the
following characteristics —

. it must be simple to understand and operate;

. ongoing resource implications must be minimiseddoth the States
and Parishes. It was recognised that the cost ttausehe system
would need to be quantified;

. the cost of implementation attributable to the $tees should be
allocated pro-rata to the respective Parish shdrghe States’
contribution;

. once the basis for liability in terms of quarteestbeen established
the schedule would only be updated for materialngka (i.e.
acquisition or disposal and significant changes# ar size);

. to minimise resources and provide data assuranaty ttansfer
between Parishes and the States should ideallyybstamdardised
electronic media;

. Property Holdings will be the single interface wiBarishes for all
rates issues where the States are both owner angiec.

(b) As part of its normal activity, Property Holdm will capture and record
electronically material changes to the States ptppeortfolio. If a common
electronic data transfer media can be introducésl gbnsidered that the cost
of operating the billing process will not be sigeéint for either the States or
individual Parishes.

(c) To achieve the objectives detailed in the ratle, costs should be allocated to
the occupiers of buildings. In practice, the fon@ead occupiers’ rates would
be allocated either directly, as a charge to o@spior indirectly through an
internal rental system.

(d) The proposed relationship structure is illustian Figure 1, below —

Figure 1 — Proposed Relationship Model

Harbours &
"""""""""""""""""""" Airport
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Holdings

Housing
Department
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(€)

(f)

(9

(h)

5.1

52

5.3

54

5.5

5.6

For properties managed by Property Holdingerethe States is both owner
and occupier there will be a single invoice frontredarish to cover both
foncier and occupiers’ rates. Property Holdingsl wibrk with Parishes to
determine how this can be achieved using the agiftarish billing process.

Property Holdings will pay the Parish rates deah on behalf of States non-
trading departments and recharge internally withim States to the relevant
budget holders, either directly or through the pis®ad internal rents system.

Separate billing and administration by Propettidings will continue as at
present where a third party is involved (i.e. whitwe States is either Landlord
or Tenant).

The Working Party noted that eight Parishes their rates on the ITEX
system and four Parishes on the Cronus systenprbpbsals to standardise
on a single platform were currently being considere

Should the proposals of the Working Party bepdd, a detailed project plan
that includes financial and other resource requares will need to be
compiled.

Conclusions and Recommendations

The Working Party concludes that the curresitipm of the States not having
a general liability for rates on their buildingsussatisfactory and should not
persist.

It recommends that that the States should,dtker ratepayers, be liable for
Parish Rates and Island Wide Rates on all thepepties.

The Working Party is firmly of the opinion thtte States should seek to
absorb the additional cost of meeting their ratdslities from within existing
budget allocations, except where such costs formh gfaa charge that is
recovered by end users of services.

The Working Party does not consider the astmtiadministrative cost to be
excessive but believes that the transaction proskssld be streamlined to
minimise both Parish and States’ resources in drdgrit is both efficient and
effective. In order to avoid duplication of efforand subject to States
approval, such additional work should be undertakerconjunction with
proposals to implement an internal rent charginghmaism.

The difficulties associated with absorbing tidditional unbudgeted costs
should not delay implementation of the Working ?artecommendations.

Other than the matters outlined above, the WgrRarty also considered the
following, which it felt to be outside its terms @ference, but were worthy of
further consideration by the relevant body —
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All Parish properties should be liable for bothiBfarates and IWR;
There appeared to be potential for utilising thpaaponment of the
IWR between domestic and non-domestic ratepayersa discal
strategy device. It appeared possible that sucblien could (by
increasing the proportion payable for non-domegtie. mainly
corporate) rates, and decreasing the proportioatkgayfor domestic
(i.e. mainly individual) rates), be used as a \amaon the so-called
‘Blampied’ proposals, although was unlikely to réso significant
revenue being raised.
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APPENDIX A

STATES OF JERSEY

==

STRATEGIC PLAN 2006 TO 2011
(P.40/2006): SECOND AMENDMENT

Presented to the States on 19th May 2006
by the Connétable of St. Helier

STATES GREFFE

2006 Price code: C P.40nd.(2)
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STRATEGIC PLAN 2006 TO 2011 (P.40/2006): SECOND ANIEMENT

After the word'Appendix” insert the words —

“, except that,
D in Commitment Six, Outcome 6.1, after Actiorl.8. insert the following
action —

6.1.4 Bring forward firm recommendations on thesgibility of the States
paying rates on its properties in 2006 (T&R)

CONNETABLE OF ST. HELIER
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REPORT

In 2004 | persuaded the Policy and Resources Cdeeriid include in the landmark
Report and Proposition ‘Machinery of Governmenttaenship between the Parishes
and the Executive’ (P.40/2004) the proposal to $tigate the States’ liability to rates
(Appendix 1); the Committee agreed to lodge an almemt to their own proposition,
which was subsequently accepted when P.40 waseatkbat25th May 2004, that they
should conclude their investigations by July 200%me Finance and Economics
Committee duly produced a report ‘Parish Rates:Staes’ liability’ (R.C.56/2005 —
attached as Appendix 2) in which, although theyedhiaway from firm
recommendations, they did conclude that —

... the disproportionate location of States prom=rtin St. Helier, St. Saviour
and St. Peter creates significant costs for thoagsBes and the Committee
would like to address this issue as a priority ..e TTommittee will undertake
to provide firm recommendations with regard to thetes Rates Liability
when the Island-Wide Rate has been introduced asskssed and the
economic effects of the Fiscal Strategy are morarcl The Committee
anticipates that this will be possible during 2007.

On two occasions during Question Time earlier tygar (Appendix 3) | sought
assurances from the Minister of Treasury and Ressuthat this matter would be
progressed and he agreed that it would be advidab#et up a working group to
pursue this matter further if ‘firm recommendationsre to be made next year.

This amendment seeks to ensure that the Coundilinisters gives this overdue
matter the priority it deserves. There are no famor manpower implications arising
from the amendment.
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APPENDIX 1

The report and proposition of the Policy and Resowes Committee on the
relationship between the Parishes and the Executiveas lodged “au Greffe” on
9th March 2004. The Committee has since received lable feedback from the
Connétable of St. Helier, and as a consequence itould like to propose an
amendment to part (e) of the proposition relating ¢ the proposed review of the
States land and property portfolio.

In paragraph (e) it is proposed thette Finance and Economics Committee should be
charged to undertake a review of the States lardi @operty portfolio in order to
bring recommendations to the States regarding ttae§ liability to rates” The
scale of this task should not be underestimatet thmi Committee accepts that it
would be helpful to set a deadline for these recenthations to be placed before the
Assembly.

An assessment of the work involved in this reviewlicates that a deadline of
July 2005 would be reasonable, as this will allaiffisient time for consultation with
interested parties and for consideration of theiouar options referred to in
paragraphs 65-69 of the Committee’s report. Itnscgated that this will be a high-
level review, during which a general assessmenidvoe made as to the extent of the
estimated States liability to rates, should theeStaltimately decide to pursue this
option. It is not felt that it would be appropriaiethis stage for the review to make a
detailed assessment of the rateable value of evatgs property, as this would be a
costly and time-consuming exercise, and it wouldptmmature to carry out such an
exercise until such time that the States have hadopportunity to consider the
recommendations of the review.
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APPENDIX 2
PARISH RATES: THE STATES’ LIABILITY

Presented to the States on 19th July 2005 by therfaince and Economics
Committee

REPORT
1. Purpose of this Report

P.40/2004: Relationship between the Parishes ladExecutive charges the
Finance and Economics Committee to undertake a leiggl review of the
States land and property portfolio in order to §riecommendations to the
States regarding the States’ liability to Paridesa

The Committee set its scope for the review agl—

€)) To consult with the Comité des Connétablesh wiégard to their
expectations as to a suitable rating structuré&fates properties,

(b) To compare the current practice of other glicsons such as England
and Guernsey,

(c) To consider and recommend which properties agpropriate for
rating,

(d) To obtain a high level estimate of the annfirncial liability to
Parish Rates arising from all States Property,

(e) To calculate the ongoing administration resesirrequired both for
the States and the Parishes of any given propasal,

) To bring recommendations to the States regartiie States’ liability
to Parish rates.

The findings from these objectives are detaileth@paragraphs below.
2. Executive Summary

In the interests of achieving fairness and transpancy within the rates
system, the Finance and Economics Committee supperthe argument
for the States being rateable on all its properties

The Finance and Economics Committee also apprece the inequity
caused by the current exemption, particularly withn the Parishes of
St. Helier, St. Saviour and St. Peter, and will séeto address this in any
future proposition.

If the States were to pay Parish Rates on all ofsi property, the additional
cost to the States would be £1.5 million based orD@3/04 rates, and
estimated to be £2.2 million from 2006/07 after tha@nception of the
Island-Wide Rate.

In recognition of the inequity caused by the currat exemption and the
severe financial constraints faced by the Stateshé Committee puts
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forward its preferred option for funding its potential liability through the
Island-Wide Rate system (detailed in Chapter 7).

The Committee believes it unwise to make a firm @@mmendation with
regard to funding its potential liability until the economic effects of the
Fiscal Strategy are clearer and the Island-Wide Ra& debated, accepted
and implemented. However the Committee would liked issue this R.C. as
a preliminary consultation document in respect of he way forward.

Consultation

To assist in the process of assessing the Staties liability, the Finance and
Economics Committee requested of the Environmeit Bablic Services
Committee that its Department of Property Servamssult upon the technical
aspects of the review. The Comité des Connétahleseguently established a
small steering group of Parish Rate Assessors t& with the Department of
Property Services in this regard.

This process was extremely useful in providing tbpportunity for
consultation and negotiation as to how each typarajberty is to be rated and
the appropriate rateable value for the various gmigs in the portfolio.

The opportunity was also taken to use data andatiahs provided by Drivers
Jonas, Chartered Surveyors, which were gatheradglils work on an asset
valuation of properties in the administration afséy Harbours.

All other measurement and valuation of property baen undertaken by the
Department of Property Services.

The view of the Assessors Steering Group was ttiatliability for rates
should in the main be dictated by both the Rates &ad the current practice
in respect of all other property within the Islané, that the same principles
must be applied to States’ property as are cugreapiplied to rateable
property in private sector ownership.

The view of the Assessors Steering Group wasttige should be very few
exemptions if the current practice in assessirgjliig for payment of rates is
applied.

Exemptions which have been considered appropdatiate include religious
establishments, the crematorium, sea walls, prodena footpaths,

bridleways, seating areas, traffic islands, theotaggph and natural open land
areas such as the headlands (Les Landes, Blanchqu&a etc.). No

recommendations have been made in respect of thlez&esne complex

pending further research.

Comparisons with other jurisdictions

Some research has been undertaken into the U.K.Guernsey rating
systems; however it is apparent that both thesemgsare complex, have
developed on the basis of local and historic fagtand are themselves under
review. They are not therefore considered indieati’a preferred solution or
best practice.
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The Jersey Parish system has no direct equivielgehe U.K. Where Parishes
exist in the U.K., their expenditure obligations anuch lighter than those of a
Jersey Parish. U.K. Parishes collect their inconeenfa precept on local
government council tax.

Central and local U.K. government are rated opperty. The collection of
local government council tax is passed to centoakegnment and reallocated
back to local government on a needs basis.

Mandatory relief from Council Tax is limited toliggious establishments and
buildings used by registered charity organizatidmmsal authorities have the
ability to reduce or waive non domestic rates drepbuildings occupied for
non profit making purposes.

With regards to Guernsey, the Cadastre Commisidlei rating authority for
all property. All property is assessed and a rdéea&hlue is calculated in
accordance with the current assessment rules. pooperty is rated at zero
or a very nominal figure, as a consequence litileno tax is presently
collectable by the cadastre or the parishes.

The Cadastre law provides for a few exceptions —
(a) Real property that is used exclusively asaagbf public worship,

(b) Real property that is used as a cemeteryhiiinternment of human
remains,

(c) Public highways repairable in whole or part by States of
Guernsey.

The Cadastre, on behalf of the Treasury colldustax on rateable values
(TRV) from the owners of property except for thdsted above. Property
owned by the States of Guernsey is subject to dlyempnt of TRV, occupiers

rates and where applicable refuse rates. Curretiibre appears to be a
sizeable amount of States owned land that haseahiat value of nil and

therefore no taxation is payable.

The parishes collect their parochial occupiers egfdse rates based on the
rateable values on all property as set by the Geedako that extent, Parishes
only benefit from States property rates that havagher than nil rateable

value.

It is understood that parish authorities do ndiecbrates from the exempted
properties or from theirDouzaineé rooms or parish halls and therefore do not
tax themselves. There are properties, however atlgabwned by the parishes
which historically are subject to parochial ratks.example of this which has
been identified relates to an area which is ledsedne of the parishes and
used as a café/restaurant.

It should be noted that the States Cadastre ismtly undertaking a complete
review of the methodology of rating in order to st#mtially simplify the
process.

Parishes of Guernsey fund similar Parish serticehose of Jersey, however
they do not fund welfare, commercial refuse coltacttor road costsThe
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combined rate income from the ten Guernsey Parishds approximately
£3 million in contrast to £20 million in Jersey.

Measurement and valuation of the States’ poteral liability

The Department of Property Services has, whersilplesor necessary, re-
measured the larger buildings and land areas, wdriehin the administration
of Committees of the States, to ensure consistenagcordance with rules as
set out by the Royal Institution of Chartered Syore (RICS). Land areas
have mostly been determined either from alreadilabla survey information

or a computer measurement calculation method usiagenvironment and

Public Services Geographic Information System (GIS)

Similarly, the valuation of property, both by thepartment and Drivers Jonas
(in the case of the Jersey Harbour properties) lhesn determined in
accordance with the published rules of the RICE ‘@ed BooK.

Currently, the parish assessors use a varietyetfiods for calculating rates

dependant on the type of use of the land or bugkliBuildings are measured
using the gross internal area (square feet) whjleh land, farm land, playing

fields, parks, reservoirs, reclamation and tippéitgs, horticultural nurseries

and the residual area of grounds (less footprirtwlding) are measured in

vergées. Car parks are generally rated per parkpage where spaces are
marked or by area when not marked.

Slipways, lighthouses, navigation and weather ratitions, towers (such as
Seymour, Icho, Janvrin’s Tomb and Rocco) and othee-off’ structures
would be assessed and negotiated individually erb#sis of a fixed range of
quarters.

Roads could be assessed on the notional widtthéoparticular class of road
(A, B, C) multiplied by its length. A similar mettas being suggested for the
Railway Walk.

Estimate of the annual financial liability

Existing rate payments

It should be remembered that the property adneinigj Committees of the
States already pay foncier and occupier rates aisihg and other leased or
non-operational land and buildings.

For 2004, the rates paid by Committees to thesRasi wer&£628,000.

Potential rate payments

The calculation of the annual financial liabilityth all the various measures

used is complex. In the case of car parks, for @@nthe rate assessment is
not only based on measurement but also includesatuee of the parking and

whether it is for staff or customers, if there ipayment charge for parking

and whether it is seasonal, long-stay, short-stagudti-storey.

Certain assumptions have been made by the Deparoh®roperty Services
and a similar average area has been used in theoEgpaimping stations and
public toilets rather than individual measuremedraaxh.
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The one exception is the ‘cavern’ under Fort Regehich the assessors
believe has to be rated on capacity. How it isndéel to identify an
appropriate rate per square metre is unclear aepte

In estimating the States’ annual financial liagilfor rates, it has been
necessary to reach agreement with the Assessadrgté€sroup on the basis
of assessment in respect of each type and uses dbttes property. Whilst
there are some types which are still undecidedha been possible to
calculate to a reasonable accuracy the total ratehvwvould be payable.

In summary, the following table indicates the soayable to each parish and
the estimate of the total States’ annual finanigddility using the individual
2004 parish rates. This is the figure in respedhefbuildings currently used
for a public purpose for which the States doescnatently pay rates.

From the valuations undertaken by the Departmémroperty Services the
total number of additional quarters is estimate87678,146which yields a
total annual rate figure d&f1,520,00Qusing 2004 rates.

Using the 2004 rate figures as the model, thisldvindicate a total annual
financial liability for all States’ property in rpsect of both foncier and
occupier parish rates 60,148,000.

Summary of rateable value and rate payable fdn Pacish

Additional Rateable value Approximate %
Quarters (using 2003/04 | of Parish income
rate) (£)
St. Helier 55,940,000 1,032,000 11%
St. Saviour 16,690,000 284,000 13%
St. Peter 4,810,000 63,000 8%
St. Brelade 4,610,000 57,000 4%
St. Clement 1,800,000 30,000 2%
St. Martin 840,000 12,000 2%
Trinity 680,000 10,000 2%
St. Ouen 570,000 9,000 1%
Grouville 530,000 7,000 1%
St. Lawrence 540,000 7,000 1%
St. John 290,000 4,000 1%
St. Mary 210,000 3,000 1%
Public Highways 160,000 2,000
Total 87,680,000 £1,520,000 8%

Note: The above charges are calculated on the ba§ the 2004 Parish
Rates. The 2006 rate will include parochial and Isind-Wide elements and
will most likely result in a higher liability, depending on the proportion of
the Island-Wide income agreed by the States to beurided from the
commercial sector.
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If it is assumed that the Commercial Island-Wide ate will be twice that
of the Domestic, the rateable value of the additia States quarters is
estimated to be £2.2 million.

Ongoing administration resources

Despite a simplified rating system, States ratdsrgssions are a continual

and intensive process with many new buildings belisgposed of, acquired,

built, lease/tenant changes, rent review detalgnges in use and appeals
each year.

If it is assumed that the rate which might be gbdrto the States’ is to be
based on individual property schedule returns, atedus and assessment,
there will be a requirement for at least one fithe professional post
(est. £60,000 per annum) allocated to the taskubong schedules, maintain
computer records, deal with parish assessors amtihappeals. This assumes
that valuation will be maintained on a rolling prag using qualified
valuation surveyors from the States’ own Properyp&rtment.

A simpler and less costly alternative in termsadfministration might be to
agree an annual one-off payment in respect of dhesrliability. This would
still require manpower resource to monitor the &oldiof newly acquired or
disposed property but at an administration leved. 30,000 per annum).

Should the States and the Parishes pay rates?

The Committee accepts the principal argumenttferStates paying rates is to
achieve fairness and transparency within the rayetem. This argument is
put forward on the basis that a States propersg,ga a Parish, commercial or
domestic property, benefits from the same servicasare funded by Parish
Rates (i.e. welfare payments, refuse collectionliginding, etc.).

However, the argument for fairness and transpgrefues not support a
simple blanket payment of an estimated States liaidity, and therefore
regard must be taken of the administration coststhaf annual rates
submissions. It is estimated that this would haveoat to the States of
approximately £60,000 per annum and administrabmmsequences for
Parishes.

In the past, the inclusion of Parish propertieulchave had no financial
impact to the Parish, however the calculation ef ldland-Wide rate and its
subsequent payment to the States is such thatattiehBs would be required
to make an external transfer payment if their proge were included as
rateable.

Previously, the main argument for the States aging rates has been that the
Parishes receive services from the States at i, ¢tbe most significant
example of which being waste disposal. The StedBraup review that pre-
empted P.40/2004 considered that if a future wiestevas to be introduced,
in the interest of fairness and transparency, #se dor the States not paying
rates would be weakened.
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There are no imminent plans to introduce a waste tawithin either the
Fiscal Strategy or the draft Waste Disposal Strateg

The overriding economic argument as to why théeStshould nopay rates is
strong, in that the people and businesses of Jevdkpverall have to pay
exactly the same additional sum in other taxeshag save in rates except
there will be additional administrative costs isessment and payment rates
plus the cost collecting the replacement taxes. dis&ibutive impact will
depend on how the States decides to raise the teexted to fund the rate
payments.

8. The precept concept

There is currently an imbalance in the distributiof non-paying States
guarters within Parishes. The extent of the imbzdais estimated below by
comparing the amount of non paying States quaw#rsthe total amount of
guarters a Parishes would have if these were added

Existing Additional Total % of States
Parish States potential Quarters to
Quarters Quarters Quarters potential
Quarters
St. Helier 501,280,000 55,940,000 557,220,000 10%
St. Saviour 134,080,000 16,690,000 150,770,000  11%
St. Brelade 122,840,000 4,610,000 127,450,000 4%
St. Clement 75,220,000 1,800,000 77,020,000 2%
St. Peter 58,520,000 4,810,000 63,330,000 8%
Trinity 34,740,000 680,000/ 35,420,000 2%
Grouville 60,820,000 530,000/ 61,350,000 1%
St. Ouen 43,710,000 570,000/ 44,280,000 1%
St. Lawrence 60,060,000 540,000, 60,600,000 1%
St. Martin 42,710,000 840,000, 43,550,000 2%
St. John 35,300,000 290,000/ 35,600,000 1%
St. Mary 19,880,000  210,000] 20,090,000 1%
TOTAL 1,189,170,00( 87,680,000 1,276,850,00( 7%

The Committee notes that the Parishes of St. HelierSt. Saviour and
St. Peter contain a large proportion of States progrties, and given the
nature of these properties, that these Parishes areexposed
disproportionately to certain costs without the cormensurate rate income
from the States quarters. The Committee recognisethis inequality and
would wish to address it as a priority.

The States will be aware of the current pressmresStates income and
expenditure, and therefore the extreme difficultibat would arise if the
States were to agree that the States should pes/ rat

However in recognition of the inequality created the States’ current
exemption to certain rates and given the pressaresStates income and
expenditure the Committee considers that an apiatepguture mechanism for
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the equalisation of the inequality may be a preeeihin the Island-Wide
Rate.

The precept proposal would require a future amendmet to the Rates
Law to the effect that the Island-Wide Rate would évy the Annual
Island-Wide Rates Figure (as it currently is proposd to do) plusthe
amount that the States are liable for in respect ofts additional rates
burden.

This proposal would provide Parishes with full pent for its States quarters,
and thus address the inequality faced by the RegiehSt. Helier, St. Saviour
and St. Peter.

The distributive consequences of this proposallevoepend on the ratio of
Commercial and Domestic contribution to the IslaMitle Rate, which is yet
to be decided.

It is difficult to accurately predict the distrite consequences of this
proposal at this time given the uncertainties #est within this forecast,

however based on Parishes 2003/04 financial reswltthe assumption that
Commercial Rate payers will pay 100% more Islandi&ViRate than

Domestic the distributive consequences are estdrizow —

Increase/(decrease)| Increase/(decrease)

required by required by Domestic
Commercial Ratepayer
Ratepayer

St. Helier 0% (4%)

St. Clement (1%) (5%)

St. Saviour 6% 5%

St. Brelade 3% 1%

Grouville 5% 3%

St. Peter 4% 3%

Trinity 1% (2%)

St. Ouen 3% 2%

St. Martin 4% 2%

St. Lawrence 6% 4%

St. John 3% 2%

St. Mary 4% 2%

Under this scenario, it is demonstrated above itaispayers of all but the

largest 2 Parishes would pay more in order to aehégjuality. This is despite

their Parish rate decreasing as a result of inctudstates quarters, as the
increase required in the Island-Wide Rate (to reirsé the States) would be
greater.

It should be noted that the distributive consegeenwould change
significantly under different ratios of Commercaid Domestic rates within
the Island-Wide Rate. For this reason the Committaesiders it unwise to
release a firm proposal with regard to the fundsogirce of the potential
liability for Parish Rates, until the Island-Wideate has been consulted,
implemented and reviewed.
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8.

Conclusion

The Committee accepts that in the interests ofiéas and transparency there
is a strong argument that the States should payg mat its land and property.

However, it notes the additional administrativetscand burden that would be
incurred by both the Parishes and the States #nrégard. It further regards
the economic neutrality of this calculation as ipent in that the people and
businesses of Jersey as a group will pay exaclyséme additional sum in
other taxes as they may save in rates.

Despite the above, the Committee concludes tleadligproportionate location
of States properties in St. Helier, St. Saviour 8hdPeter creates significant
costs for those Parishes and the Committee wokedtdi address this issue as
a priority.

Given the intense pressures on States incomexqramhditure yet the desire to
resolve the inequity issue the Committee puts fodwéor preliminary
consultation the proposal for funding its ratedility from a precept on the
Island-Wide Rate.

The Committee will undertake to provide firm recoendations with regard
to the States Rates Liability when the Island-WRBte has been introduced
and assessed and the economic effects of the FB&edbgy are more clear.
The Committee anticipates that this will be possiilring 2007.
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APPENDIX 3
States’ Questions31st January 2006

2.1 Connétable A.S. Crowcroft of St. Helier of theMinister for Treasury and
Resources regarding progress with the States payirfgarish Rates on property in
public ownership:

In R.C.56/2005 regardingParish Rates: the States’ liabilitythe former Finance and
Economics and Committee identified that: “there istrong argument that the States
should pay rates”, there was an unfair burden @erak Parishes at the present time,
and that the issue should be addressed as a ynwithh “firm recommendations”
being made in 2006; would the Minister indicate tragress, if any, is being made?

Senator T.A. Le Sueur (The Minister for Treasury ard Resources):

I am not sure where the Constable has found tlereneée to firm recommendations
being made in 2006. | have searched R.C.56 andonbnfind a reference in the
concluding paragraph to an anticipated date of Z008uch recommendations to be
presented. However, by way of reassurance, | cafiroothat it is still my intention
to bring forward firm recommendations at that tiove the possibility of the States
paying rates on its properties. If they read elsreh Members will find in the
executive summary, the words: “In the interestsfadfness and transparency, the
Finance and Commerce Committee supports the argushéime States being rateable
on all its properties. In recognition of the indgutaused by the current exemption
and the severe financial constraints placed bySthées, the Committee puts forward
its preferred option for funding this potentiallikty. The Committee believes it
would be unwise for the States to make a firm revemdation with regard to funding
until the economic impact on the fiscal strategy elearer and the Island-wide rate
debated, accepted and implemented. The Committe&lvike to issue this R.C. as a
preliminary consultation document in respect of weey forward.” | remain of that
opinion. At the present time, while the Island-widate has been debated and
accepted, its effects, particularly on busineskase not yet been fully evaluated.
Similarly, aspects of the fiscal strategy remaidemreview. By the end of this year,
there should be much greater clarity in both thassas enabling proposals to be
considered in light of full information. In conclog, | reaffirm my support of the
conclusions of R.C.56/2005 and it is my intentiorbting recommendations as stated
in 2007.

2.1.1 The Connétable of St. Helier:

| apologise for the typo. It is, indeed, 2007 anhdhould have been in the question.
Notwithstanding that, if the Minister is to bringrfvard firm recommendations next
year and given that the conclusion promises pralmyi consultation, would it not be
advisable for the Minister to invite Members of tBemmittee of Constables and
other interested parties to form a working groufs thiear in order that firm
recommendations can be brought forward next year?

Senator T.A. Le Sueur:

Yes, Sir, | am perfectly happy to meet with the @énof Connétables but perhaps
that would be premature at this stage until tharcimpact and the effect of the non
domestic rate has been evaluated by them.
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2.1.2 The Connétable of St. Helier:

Sorry, Sir, clarification. | did ask whether the riiter would be prepared to form a
working group involving the Committee of Constabdesthat firm recommendations
could be brought forward next year.

Senator T.A. Le Sueur:

I think it is more than a Comité of Connétablesasathe report suggested there are
also matters of fiscal implication and economic licgiion. | would be happy to form

a working group which would include the Connétalidesother people would also be
needed on that group as well.

14th MARCH 2006
Question

In his answer to an oral question on 31st Janu@f62the Minister stated that he
‘would be happy to form a working group which woutetlude the Connétables’ and
other interested parties in order that firm recomadagions could be brought forward
next year in respect of the payment of rates oteStawned properties. Would the
Minister indicate the progress he has made in ginarthis working group?

Answer

In my answer of 31st January 2006, | did agreeotmfa working group to consider
the issue of States properties being liable toRate

Once the Island Wide Rate has been implementedtamuaeliminary effects can be
assessed | shall progress the formation of suanauttative body, but as | stated in
my response of 31st January, doing so ahead dhtraduction of the Island Wide

Rate would be premature.
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APPENDIX B
Jersey Hansard, 22nd June 2006 (Extract)

The Deputy Greffier of the States:

In the proposed new action 6.1.4 before the wond2006” substitute the words “by
2007".

1.12.2 Senator T.A. Le Sueur:

This is really an obligation to be placed on thedkury and Resources Minister and
so | am happy to speak to it. | am grateful for @@nnétable of St. Helier and the
position that operates between these benches anblehcches which enables me to
deal with this fairly quickly. | said in answer lbdm earlier that | would be setting up a
working group once the full impact of the new ratew had been assessed. The
Connétable of St. Ouen yesterday gave details ef Hteakdown of the rating
assessment and | confirm now for the benefit of dbebt of the Connétable or
anybody else that | will now be setting up that kitlng group within the next 3
months with the aim that we will, in fact with teemmitment, that we will be able to
come back by 2007 with firm recommendations. | ulwke that is an undertaking
which | am happy to give. The Connétable is hagpgdcept that undertaking and on
that basis | would like to propose the amendment.

The Greffier of the States (in the Chair):

Is the amendment secondefB&conded]Does any Member wish to speak on the
amendment to the Council of Ministers? Deputy Bogck

1.12.3 Deputy A. Breckon:

| would be delighted if the Minister of TreasurydaResources could tell me the
difference between in 2006 which is the end of ybar, | would presume, and by
2007. Could you tell me what the difference is?

1.12.4 Senator T.A. Le Sueur:

By 2007, it is vague and it does not say by wha¢ da 2007. However, | think the
spirit of this is we are going to go on ahead \ititas quickly as possible. | maintain
the amendment.

1.13  The Greffier of the States (in the Chair):

| put the amendment to the Council of Ministers.o3¢ Members in favour of
adopting it, kindly show. Any against? The amendineadopted.
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APPENDIX 4

STATES OF JERSEY

PARISH RATES: THE STATES’
LIABILITY (P.68/2008) —
AMENDMENTS

Lodged au Greffe on 17th June 2008
by the Conneétable of S5t. Helier

STATES GRETTE

2008 Price code: B

P68 Amd.
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PARISH RATES: THE STATES’ LIABILITY (P.68/2008) —MENDMENTS

1
For the words “Parish Rates” substitute the woRigtés”.

2
For the words “public buildings” substitute the wsr “public land and
buildings”.

3
Delete the words “, and to increase the contriloubyg Parishes to the Island-
Wide Rate by a commensurate sum,”.

4

For the date “2010” substitute the date “2009".

CONNETABLE OF ST. HELIER
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REPORT

After considerable delay the Minister for Treaswyd Resources has lodged a
proposition that the States should pay rates. Antbadhundreds of propositions put
forward in the 10 years of my membership of theteStaP.68/2008 must rank as
among the most half-hearted and doomed to failure.

The Working Party’s recommendations are that theteStshould pay Parish and
Island-Wide Rates on ‘public use’ land, and tha¢ tBtates should absorb the
additional cost, except where such costs are partcharge recoverable from service
users. What the Minister is proposing is that theeS should pay only Parish Rates,
and that they should claw this money back in atgréaontribution by the Parishes’
to the Island-Wide Rate. Ratepayers in St. Heligl @ a lesser extent in St. Saviour
would benefit from such an arrangement, but everyalse would be worse off. States
members are effectively being asked to ask th@agts of 10 or 11 parishes to pay
more in order that the ratepayers of one or twishas should pay less. The Minister
has done the maths and knows the likely outcontkeofiebate — P.68 will be defeated
and he can wash his hands of the messy subjdoe @tates paying rates.

It was suggested to the Minister that he withdrdss groposition and had further
discussions with the Working Party that he sethuyt,he has declined to do so. This
stance is all the more surprising when one consitter defects in the wording of the
proposition itself. In the first place the wordrh and buildings’ should be used in
place of ‘buildings’, a defect which the secondnof amendments seeks to remedy.
(The Law uses the term ‘land’ which is carefullyfided. In general, in forms and
notes about rates, the expression ‘land and bg#diis used.) Furthermore, it is
illogical to request the States to increase theritmrtion by Parishes to the Island-
Wide Rate (IWR) as the Parishes do not contribatéheé IWR — they collect it on
behalf of the States. Indeed, the proposition digpla fundamental lack of
understanding of the operation and interrelatiothefParish Rates and the IWR.

The Minister has ignored the Working Party’s rec@ndation that the States pay
both Parish rates and contribute to the IWR. Ifghaciple is accepted that the States
should pay rates — and the Minister appears topadhés in the first line of the final
section of his Report (‘Proposal’ — page 6) — thereo reason why the States should
be treated differently from any other owner or gieu of land. This is particularly
true if it is believed that the States should ofee@ a level playing field with the
private sector: under the Minister's proposal, tdperator of a private school, for
example, would have to pay Parish Rates and the d&\Re Non-domestic level but a
school run by the States would not pay the IWR.a#8lded difficulty of the Minister’s
approach is that the computer systems operateloebipdrishes are designed to prevent
an individual who is paying the Parish rate frorfad#ing in payment of the IWR.

The Minister implies on page 3 under ‘Backgrourwittthe Working Party tasked to

address this subject took a year and a half toym®ds report (between October 2006
and April 2008), whereas its final draft was madailable to the Assistant Minister in

July 2007. Some minor adjustments were made armbtgprrected but it was signed
off in August that year. It is, therefore, disingens for the Minister to claim that

‘final approval (was) received on 8th February 2008

The report attached to the proposition is one efvtleakest | have read. The Working
Party’s proposals are listed concisely on pageith glear statements of the reasons
why the States should pay rates. These are repeddhedow —
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4.1

(@)

Proposal 1 — that the States, like other ratggas, should be liable for both
Parish Rates and Island Wide Rates on all their pesties.

The Working Party is of the opinion that thisucse of action is the correct
one for the following reasons:

. The States should pay rates on an equity basis.

The States operates as a competitor with thetersector in the provision of

certain services, for example office facilities, magement services, grounds
maintenance etc. By not including an equivalenth®rates charge met by a
private sector organisation, the States’ operatawasartificially subsidised.

. The States should recognise the full cost of occupy property for
comparative purposes.

The lack of a rates charge skews comparisons pritrate sector service
providers and public sector bodies in the UK whesndhmarking on
performance indicators.

. The States should recognise the full cost of occupg property to
improve strategic decision making.

By not recording the full cost of occupying pragethe States are hampered
when making decisions on property usage.

. The States should pay Parish rates to meet the cosf Parish
service provision.

Parishes incur costs associated with the occupadfobuildings that are
normally recovered through rates. In particulae Barish of St. Helier faces
an opportunity cost of foregone rates when theeSttdkes possession of a
building that was in the private sector (e.g. Mori¢ouse), without any
reduction in the Parish cost base.

. The States should pay their share of the Island Wil Rate.

The States, by not contributing to the IWR, regsira higher level of
contribution from the parishioners of all Pariskigsn would otherwise be the
case. A commensurate States contribution wouldigeoscope for a reduction
in the rates demanded from all parishioners.

The Minister’s response to this is contained uriderheading ‘Counter position’ — in

itself a curious phrase in this context when wealtebat this Working Party was set
up by the Minister himself and staffed by the Tregsand Resources Department — in
two short paragraphs, the arguments in which casubemarised as follows —

According to the Minister, the State paying rates —

1 ‘achieves no net efficiency gain to the wider paiskector’
2 ‘'has a marginal increase in overall administratiosts’
3 ‘(will impact) on service provision’.
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The first point can be rebutted by referring to theommendations of the Working

Party: States’ service delivery is artificially sidised, cannot be properly

benchmarked with local private sector or UK pulskctor service delivery, and States
decision-making on property usage is hampered byfdht that the full costs of its

property holdings are not taken into account. laseel efficiency will be one result of

the States paying rates because it will enableStates property portfolio to be

managed more effectively and with more realisteeasment of revenue budgets.

The second point is debateable — surely the infoomaystems in States departments
can manage to remit an annual rates payment? Gheitinister mean ‘negligible’
rather than ‘marginal’?

The third point raises the all too familiar spectt@ch confronts anyone who suggests
that departmental revenue budgets should be trimfadseveral years now, and in
spite of dire predictions of service cuts, Statepasitments have shown themselves
able to make efficiency savings, and there is rasor to think that further savings
cannot be made. In any case, if there are — artleve the Working Party has shown
this to be the case — good reasons for Statestdegds to fulfil their obligations by
paying rates, it is no more acceptable for theeSt&h object, than it would be for a
private business to do so.

Perhaps aware of the paucity of these argumersyithister proceeds to spend three
paragraphs playing the centuries-old politicalktn€ trying to drive a wedge between
the Parish of St. Helier and the rest of the Islahthe States were to pay rates, the
Minister argues that St. Helier would benefit itaton to other parishes which would
be inequitable. The Minister appears to forget tlwat decades the ratepayers of
St. Helier bore an unequal proportion of the burdémwelfare payments, with the
equalisation of the payment for non-native welfardy occurring in May 2006.
Addressing ‘the position of St. Helier was one thie objectives of P.40/2004:
‘Relationship between the Parishes and the Exezuivd the Working Party chaired
by the then Deputy of Trinity, accepted that it wadair that St. Helier ratepayers
funded a range of public amenities including tsilgtarks, gardens, street-cleaning
and litter-bin emptying within the Parish, the mé#jo of which are funded out of
general taxation where they are provided elsewinettee Island. It is the predicament
of St. Helier ratepayers nothat is inequitable, not the prospect of theimbeihe
main beneficiaries of the States paying rates.

The Minister concludes his ‘Counter position’ witkio further arguments which he
appears to believe reduce the States’ obligatigrayorates —

1. Direct investment in St. Helier by the States (egclamation schemes)
increases the rates paid to that parish.

2. Public sector activity in St. Helier leads to ireesed trade for small businesses
and hence ‘a higher level of rates take’.

The first point is a common misunderstanding altoeitoperation of the rates system.
The argument that St. Helier parishioners arecsbenefit from a rates windfall as the
bulk of the Island’s development is to be conceaattan that parish is fundamentally
flawed, as anyone who has attended a Parish ‘rAssembly will know. The effect
of increased rates income is to lower the amountgparter, or ‘penny rate’ that is
required to meet the Parish’s expenditure. Incitaswelopment in St. Helier means
increased rates income, but if that exceeds theofdke extra services required there
is no windfall to the Parish but a lower Paristenatll be set.

It is worth noting that despite the equalisatiomafive welfare payments achieved in
2006 by the creation of the IWR, St. Helier rategrayof today still pay the fourth
highest rates in the Island. What is more, hadStiages paid rates on ‘public use’ land
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(including buildings) last year, the position of Btlier on the ‘league table’ of rate
payments would probably only have been alteredngymace.

Over the past decade the States of Jersey haskbeanto endorse and implement
policies which concentrate development, trafficisapet cetera, in St. Helier — how
can they propose to deny this parish the ratesmecihat is needed to maintain high
levels of service and to lower the rates paid byHstier ratepayers in relation to those
paid in other parishes?

The second point makes no sense at all: there Imkdetween increased trade for
small businesses and the amount of rates paid. g@s dhe Minister mean that

increased economic activity will lead to the creatof more businesses? If that is the
case, the second argument is the same as tharfass similarly flawed.

The last section of the Report returns to the ss@gpanability of States departments to
pay rates. Although work on the 2009 Business Rlarell advanced, Ministers have
known for some considerable length of time thatvdts feasible their departments
would become liable to pay rates and should hasangd accordingly. They had a
clear steer from the Machinery of Government Rey{Bwi0) in 2004 and a report by
the Finance and Economics Committee the followiegryat that stage more time was
bought by the claim that the issue of the Statgéngarates could not possibly be
debated until the ‘economic effects of the Fisciht®gy are clearer and the IWR
debated, accepted and implemented.” One year iat@Q06, the States adopted my
amendment to the Strategic Plan requediimg recommendations on this matter be
brought forward later that year. Subsequently theidter for Treasury and Resources
set up a working group and committed to bringingvérd firm recommendations
one year later, in 2007. The Working Party’s pr@®svere actually completed in the
summer of 2007, and the Council of Ministers shdwdde included the matter in their
work on the 2008 Business Plan, even if there agp®ahave been no hurry on the
part of the Minister to bring forward hi¥m recommendations as agreed in the
Strategic Plan.

There is no excuse for delaying implementationhi$ tong overdue measure until
2010, indeed | understand that the original prdfmsfrom the Minister gave 2009 as
a target date. However, according to the minutab@fCouncil of Ministers’ meeting
of 8th May 2008, “it was reported that the Bailfid invited the Minister for Treasury
and Resources to reflect on whether the changg®ged could be delivered in 2009.
Having considered the matter, the Minister for ey and Resources had decided to
lodge ‘au Greffe’ a revised report and propositioniting the States to determine
whether the recommendations of the working pargukhbe adopted with effect from
2010.” (As an aside, it should be pointed out tR288/2008 does not contain the
recommendations of the working party.)

If one accepts the findings of the Working Partggs-the Minister says that he does,
albeit ‘broadly ... on an equity basis,” on page ®isfreport — there is no good reason
for delaying implementation of the Working Partysscommendations. The Minister

cites ‘already pressured States spending limitgl geod reason for further delay, but
| suspect that if the States do decide that theplsi cannot afford to pay the rates
which the Working Party set up by the States hagsaed are due, owners of

businesses in Jersey (some of which provide serwiceompetition with the States)

will protest at unfair competition, while individisastruggling to make ends meet in
the current economic climate will declare that thagnot afford to pay rates either!

The effect of these amendments, if approved, istha
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1. the States will have to pay both Parish and Ishfide Rates;

2. the States will be unable to simply claw back e Parishes a commensurate
amount to offset Parish Rates, but States deparsmeil have instead to
make efficiency savings, increase fees where sssvere provided, and,
where necessary, seek increased revenue budgets;

3. the States will have to pay their rates bills ngedr, in common with the rest
of the Island’s businesses and householders.

There are no manpower implications in the amendsnent

The financial implications are set out in the WatkiParty’s report, attached as an
appendix to P.68, and are approximately £1.65awnillper annum based on 2006
assessments, but the exact sums will, of coursaffeeted by the number of quarters
assessed by the Island’s Rates Assessors. Othersfagclude the level of Parish rates
set by Parish Assemblies and the split between Boend Non-domestic IWR to be
set by Regulations as recommended by the SupeyviSommittee. Of particular
relevance is section 4.2 of the Working Party’orep

4.2 Proposal 2 — that the additional cost to theates in meeting their rates
liability should be contained within existing Stadebudgets, except where
such costs form part of a service whose costs aeovered in the form of
charges to end users.

(a) In the United Kingdom, local and national gawaent buildings are liable for
National Non-Domestic Rates, subject to mandatoryliscretionary relief,
and the resulting costs are born by those orgamisaas part of their annual
budgetary requirement.

(b) The Working Party considered that, as an od&gi principle, total public
sector revenue take (taxation and rates) shoulthomase and that the States
should seek to absorb the additional costs witlsirapproved future funding
envelope.

(© The Working Party was of the view that the &atontribution should not be
offset by a commensurate increase in the contohuto the IWR, which
would have a ‘neutral’ impact on States finances.

(d) Where those costs form the basis for the regehaf a service whose charge is
limited to cost recovery (e.g. car parking, plamgniees, etc.), such costs
should be passed onto the end user to maintaagval ‘playing field’ position
when comparing States services to comparable ssrvicovided by the
private sector.

(e) The proposal will have a distributional effeloetween ratepayers and
taxpayers but it should not increase aggregateiguddctor expenditure
(i.e. the combined expenditure of the States amdPatishes) above that
required to provide the current level of services.

() The Working Party did, however, acknowledgettle@ch Parish has the
autonomy to determine whether the States contdbwtias reflected in full as
a reduction in rates charged to parishioners or@red to provide additional
services. Ultimately, this would be for the relevBarish Assembly to decide.
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(9)

(h)

Note:

The net total additional cost to the States belin the order of £1.65 million
per annum at a 2006 cost base. This sum refleetadjustment required to
contributions by all ratepayers (including the &stto achieve the existing
total rates yield.

The vast majority of the States contributiorPrish rates (around £568,000)
will be received by the Parish of St. Helier, witfurther £120,000 received
by St. Saviour. No other Parish would receive nibaa £38,000.

On the 2006 rates base data, the estimatedcinggaoss Parishes of the States
paying Parish rates is as follows —

Table 1
Estimated Indicative States Contribution to ParishRates by Parish
Parish Parish Rates
(£)
Grouville 4,070
St. Breladg 37,720
St. Clement 14,470
St. Helier 567,725
St. John 2,765
St. Lawrence 4,195
St. Martin 6,435
St. Mary 2,540
St Ouen 7,200
St Peter 29,785
St Saviour; 119,975
Trinity 7,730
Estimated States Contribution to 804,610
Parish Rates

This table shows what the position would have bieeR006 if the States had paid
Parish Rates on all its properties (excluding amtribution in respect of IWR).

This illustration should not be regarded as a ptexh of the specific benefits to
Ratepayers or Parishes if the States were to pgasRa

()

(k)

()

Parishioners would also benefit by not haviagontribute a total of £845,390
to the IWR fund.

Thus, as noted above, the amount payable bystages in respect of Parish
Rates is estimated to be £805,000. The States walatdl have to pay an
estimated £845,000 for its IWR contribution, resigitin a total cost of

£1,650,000 based upon the 2006 rates base data.

The above estimate assumes that the overasiPegvenue requirement and
contribution to the IWR fund will remain constaag there is no increase in
their operating costs, and the States contributsnlts in a pro-rata reduction
to all ratepayers (including the States).
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(m) Further detailed work is required to analyse #plit between ministerial
departments, however, departments that have ‘popengry’ services, such
as Health, Education and Transport and Techniaafics, will bear the vast
majority of the costs, either directly or throughrecharge from Property
Holdings.

(n) The Working Party recognises the competingrfai@ pressures within the
States. The cost of implementing these proposaistigncluded in the current
States forward financial forecast, but the WorkiPayty considers that this
should not, in itself, be a reason to delay impletaiton.
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APPENDIX 5

Debate on Vote of No Confidence in the Council of Misters:
1st and 2nd July 2008

7.1.5 The Connétable of St. Helier:

I would refer Members to the failure of the Stategrapple with several long-running
issues surrounding the inequity of the way thedbaof St. Helier is treated. Of course
it might be wrong to blame this Council of Minidefior that because this has been
going on not only for decades, but for centuriesabk particularly disappointed that
the Treasury Minister hoped that dithering and yl@lauld mean that the issue of the
States paying rates on its properties could betlguiiried and when he finally
brought forward a proposition which, as Memberg lnlow, was almost designed to
failure, that of course has now been withdrawn iespy having spent quite a lot of
time on it, on amending it and | suppose that magthe back next year or the year
after. | think that is one example of the inequifythis important Parish in the Island
that gives me concern, but other Members will baravwof, under the former Deputy
of Trinity, David Crespel, the machinery of govemmhreview recommended that the
position of St. Helier be addressed as a priornity several issues around the Parish’s
position simply have not been met ...

1.13  Senator F.H. Walker (The Chief Minister):

... | was very grateful for the contribution from tl@onstable of St. Helier. | am

particularly pleased that he identified a numberissues in St. Helier where the
Council of Ministers have been supporting initiagvin terms of street cleaning, safer
St. Helier, et cetera.
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