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Foreword — Minister for Treasury and Resources

The Constable of St Helier has brought propositiorthe States Assembly on a number of
occasions to propose that the States should pay oatall of the properties it owns and
occupies. In my comment to his most recent prajoson this subject, in 2013, |
committed to consider how such a change could beefd, and to report back to the
Assembly before this term of office finishes. | ateased to be able to publish this report
sooner than planned, in order to assist States Meswhith this difficult issue.

The States does not pay rates on properties whioith owns and occupies, although it does
pay rates on properties where it is either theladdr the tenant. While the majority of
parishes lose comparatively small sums of moneyrasult, some are significantly
disadvantaged by the concentration of States ptiepen their parish. This is most
prominently the case for St Helier and, to a leiseugh still material extent, St Saviour.

The States has taken action in the past to adolreggalities between the parishes. The
assumption of responsibility for welfare by thet8¢an 2005 removed a significant burden
from those urban parishes which had been bearthigpaoportionate cost of supporting
Islanders in need up until that point.

At the same time, the States has made very signifiovestment into St Helier which most
Islanders would recognise as improving its envirentnincluding a number of urban
renewal projects — road safety improvements anémpant widening projects at Charing
Cross, Broad Street and Conway Street — in additidhe development of the Town Park
and the relocation of the bus station which opaned significant new urban space at the
Weighbridge.

| recognise the importance of St Helier's positasthe Island’s commercial capital and the
parish with the largest amount of residential actmdation. Policies which are designed
jointly between the States and St Helier to makectipital a good place to work, as well as
to live in, are essential to the well-being of thland as a whole.

It is expected that the Constable and/or otherehieHrepresentatives will continue to bring
forward proposals for the States to pay rates tlaeyg should not be criticised for doing this.

At the same time, representatives of other parjshgsarticular rural parishes which have a
smaller number of States properties, have not &eddpat the case has been adequately
made that the States should pay rates. This l&sibeen long-standing and contentious and
it is accepted that there is no agreement.

The purpose of this report is to:

1. Allow States Members and parishioners to be bettermed about the potential cost
of the States paying rates

2. Meet the commitment to consider how to fund thda obshis move

&RESOURCES




States &
of Jersey

3. ldentify a potential way forward
4. Set out a timetable for resolving this matter

Treasury and Resources finds itself in the challepgosition of needing to respond to the
inevitable requests from St Helier for the recovefriheir costs relating to States properties
in the parish, while at the same time recognisiag other parishes would receive little
benefit from such a change, although their rateqzaweuld be affected by any compensating
rates measures.

Personally, as a former St Helier Deputy, | cantBegustice in the argument that urban
centres should not be penalised from having a laugeber of States properties. At the same
time, as a Senator with an Island-wide mandategéat that there are broader issues which
affect the Island as a whole.

Potential cost

In order for States Members and parishioners tpgng consider this issue, it is important
that they understand the figures involved. A cdesable amount of work has been done by
the rates assessors, together with Treasury amauRes, to establish a reasonable estimate
of the potential cost to the States of paying ratstsapproximately £900,000 per annum this
is lower than other figures which have previoustei suggested, and should help to inform
the debate on this subject.

This work also highlights the importance of thisue to St Helier and St Saviour.

The potential revenue to St Helier of the Statggnggrates of approximately £600,000
represents approximately 10% of its current rad¢gsmues; for St Saviour the £150,000 of
additional revenues would represent a similar priogo of its rates charged.

Potential means of funding the cost of the States paying rates

The first question that must be considered is wdrathis right that the States should pay
rates on all of the properties it owns and occupies

If this principle is accepted, then the next isatilebe how this should be funded. While
Jersey’s public finances are in a strong positieamknow that the next States Assembly will
face a number of challenges, not least around bdwnid the healthcare system that
Islanders will require in the near future. Thesasiderations will be informed by the
publication of a long-term revenue discussion papadvance of the Budget debate in
September 2014.

One option open to the States Assembly could loe¢ale that the cost of the States paying
rates should be absorbed by existing revenuesen@Ghe known and increasing demands on
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States spending, identifying an area in which sdesback expenditure in order to fund the
payment of rates seems challenging.

For that reason, Treasury and Resources has igatsdia cost-neutral solution to the States
paying rates. The attached paper identifies anpiatdunding option which would see the
increased income of the parishes being, for the pexs, funded by the ratepayers of those
parishes. Should the States decide to pay raiss;duld be a workable way forward.

This report has been prepared in order to inforendiebate on this long-standing and
contentious issue. It will need proper consideraind measured and appropriate response
from all sides. No decisions have been taken,jtandl be for States Members to decide
what is in the Island’s best interests, with regardhe particular circumstances of the urban
parishes of St Helier and to a lesser, but stijontant extent, St Saviour. Any proposal will
need to be carefully considered, consulted on aftimed by the facts.

Next steps

Although not a part of the Property Tax Review, aagsideration of the rates system should
be informed by its principles. The consultationi@e on the principles of the review will run
until 31 December 2014. |therefore recommendith#ie first quarter of 2015, when the
responses to the consultation have been carefoigidered, the new Council of Ministers
should consult all interested parties in an atteimfind an acceptable solution. This should
be done well in advance of the issuing of the Mediterm Financial Plan for 2016-19 in
order to protect the integrity of the budgetingqarss.

In the meantime, there is more work to be donehbgé on either side of the debate. For its
part, St Helier will need to be better placed tplak and quantify the additional cost of
having the States in the parish, while those whaatdavour a change will have to explain
their views more clearly.

On a positive note, the Constable of St Helierindated that in the event that the States
Assembly agrees that the States should pay ratel ohits properties, the additional parish
revenue could be targeted at further improvementise urban environment of St Helier, to
the benefit of all Islanders. Similar commitmeadsild be sought from the Parish of St
Saviour to, for example, target road traffic impgowents such as the development of safe
walking routes to schools or to deal with the copsmces of higher traffic in parts of the
parish due to the concentration of schools there.

In conclusion, | committed last year to review hitne States could fund the cost of paying
rates on all of its properties. This informatiastbeen provided to allow States Members to
better understand the issue and | hope it will praseful for any future debates on this topic.
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I am extremely grateful to the Chairman of the Raesessors and all of the rates assessors

for their hard work. Jersey is fortunate that ssmgnexperienced and dedicated people are
prepared to offer their services on a voluntarydyds the benefit of us all.

@L‘.\\( OJAT

Senator Philip Ozouf
Minister for Treasury and Resources
18 July 2014
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Section 1: Introduction

In his response to Proposition P. 40/2013, lodgethé Constable of St Helier in 2013, the
Minister for Treasury and Resources acknowledgatiiib agreed in principle that the States
should pay rates on all of their properties, predithat a measure could be identified to
compensate the States for the additional costiiadur

As a result, Treasury and Resources has been eoimgjdhe potential cost of removing the
current exemption from the States from paying rateall of its properties, as well as
identifying cost-neutral solutions for recoveritg tadditional cost.

Potential cost

Based on the work done to date, the States lalli2013 to parish rates would have been
approximately £890,000. Assuming that rates irs@ea line with the Retail Price Index
(RPI), a prudent estimate of the liability by 20&6uld be approximately £950,000.

Cost-neutral ways of funding the States paying rates

In terms of recovering the £890,000, such thactiange is overall neutral to the States, the
Minister had previously indicated that the addiiboost should be recovered through the
property tax system. Jersey taxes property innab@n of ways, but only the rates system
allows for comparatively minor additional revente$e raised in a stable and predictable
manner.

This report has therefore considered ways of mgétia cost of the States paying rates
through the Island-wide rate (IWR) system. Thrpgoms have been identified:

1. Increasing the IWR for both domestic and non-doragsbmmercial) ratepayers

2. Increasing the IWR for non-domestic (commercialgpayers only, or

3. Increasing the IWR for domestic ratepayers only
Option 2, increasing the IWR for non-domestic ratggrs only, appears to produce the result
whereby the amount of additional IWR payable byrdtepayers of each parish most closely
matches the additional amount of revenue accruarie parishes through the additional
parish rate payable by the States. The impact@pahishes and on their ratepayers of each
of these options is set out in further detail inpApdix 1.
Examples of how these options could affect ratefsagee set out in Appendix 2.

Treasury and Resources
July 2014
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Section 2: Potential cost to the States of payingites

Working with rates assessors, a reasonable estoh#te potential States liability to both
parish rates has now been produced of £890,00@ loaws2013 data. Assuming that rates
increase in line with the Retail Price Index (RRIprudent estimate of the liability by 2016
would be approximately £950,000.

Rates assessors are continuing with their worleterchine the potential liability; however it
is not expected that the final figure will vary sifgicantly from the estimate outlined above.
The earliest that parish rates assessors would &dg@osition to charge the States rates would
be 2016.
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Section 3: How rates are calculated

Two types of rates are charged in respect of ptppedersey, namely the parish rate and the
Island-wide rate (IWR).

Parish rates
Parish rates are charged by each individual pamnshapproved by ratepayers at the annual
Rates Assembly. Parish rates are set by eachhraslevel which allows them to meet

their spending needs for the forthcoming year.

Parish rates therefore vary from parish to paasth;an be seen below:

Parish 2013 rate, in pence per quarter
St Ouen 1.30
Trinity 1.15
St Helier 1.13
St Martin 1.12
St Mary 1.10
St Peter 1.10
St John 1.00
St Saviour 1.00
St Brelade 0.90
St Clement 0.88
St Lawrence 0.81
Grouville 0.71

Parish rates are charged to both the owner (fag)card the occupier of a property at the
standard rate applicable in the relevant parish.

|sland-wide rate

The IWR was introduced in 2005 to raise revenudHerStates to partially compensate it for
the additional cost of removing responsibility feelfare payments from the parishes.

Total income from IWR automatically increases attigua line with the rate of inflation
applicable at March of the previous year. 55%heftbtal IWR income is raised from
domestic ratepayers and 45% from commercial ratpaylhese figures are then divided by
the number of quarters in each category to artivkearate per quarter for each category for
the particular year.

Although the total proportion of rates payable bynenercial (non-domestic) ratepayers is
less than that payable by domestic payers, bet¢haseare significantly fewer commercial
guarters in the Island the rate per quarter chaogettiem is much higher. In 2013, the
commercial IWR was 1.21 pence per quarter, whiedibimestic rate was 0.69 pence per
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guarter. In 2013, rates were assessed on 434mdbmmercial quarters, compared with
929 million domestic quarters.

Basis for establishing rateable value

Jersey rates are not calculated based on rentad.vdlhe link between rateable value and
rent was removed in 2003, which is why Jersey rassgssments are expressed in “quarters”
rather than another term. The objective of pardsls assessors at the time was to
standardise rateable values across the Island tétitention that properties with similar
attributes but in different parishes should be ss=@ to the same amount of quarters. If a
property’s attributes change (for example, by adgiarking spaces, additional bathrooms or
the addition of an extension), then the rateab#tgus will be increased.
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Section 4: Impact on the parishes’ own financial pgitions

St Helier would benefit most from the States paysigs, with St Saviour and St Brelade

much less so and the other parishes to a minonexkght parishes would raise less than an

additional £10,000 per annum.

Parish Parish rate payable by Number of States Percentage of total
the States at 2013 properties per parish | States rates receivable
rates per parish
St Helier £600,780 125 67.5%
St Saviour £148,269 41 16.6%
St Brelade £66,305 44 7.4%
St Clement £26,520 17 3.0%
St Ouen £9,527 21 1.1%
St Martin £6,924 26 0.8%
Trinity £6,894 23 0.8%
St Peter £7,266 14 0.8%
St John £5,949 9 0.7%
Grouville £4,902 11 0.6%
St Lawrence £4,841 6 0.5%
St Mary £2,457 7 0.3%
Total £890,633 344 100.0%
Figure 1: Total States rates receivable per parish
Trinity Grouville
St Saviour | St Brelade
St Peter
St Clement

St Ouen

St Mary

St Martin

St Lawrence

St John

St Helier
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Some increase in the cost of administering the fRhe parishes would be expected, but it
would be likely to be minor.

What would be more significant would be the inceghadministration from assessing the
additional properties as rates are assessed aradlissanually. This should be minor for
most parishes but St Helier would be affected raest has the largest concentration of
States properties which would be charged ratethéofirst time.
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Section 5: Island-wide rate payable by the parishes

Currently, the States collects the IWR from moshers and occupiers of property in Jersey,
with the two main exceptions being the States hedarishes.

In the event that the States Assembly agreed hiegbtates should pay rates on its properties,
it would appear likely that there would be a palathange so that the parishes then became
subject to pay their share of the IWR.

The rates assessors will consider the net conioibtd the IWR that would arise from this,
but it is likely to be reasonably low. It has bestimated that St Helier's IWR liability
would be approximately £20,000. As it has a maebdr infrastructure than the other
parishes, the other parishes’ liability is likebyie much lower.

For the avoidance of doubt, this potential adddiaevenue from the parishes has been
ignored when considering the options for recovetitgcost to the States shown in this
report.
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Section 6: Identifying a cost-neutral solution to lhe States paying rates

The three options for meeting the cost of the Stpsying rates through the IWR are as
follows:

1. Increasing the IWR for both domestic and non-doinésbmmercial) ratepayers

2. Increasing the IWR for non-domestic (commerciatgpayers only, or

3. Increasing the IWR for domestic ratepayers only
The figure below shows the distributional impactath of these options, and compares
them to the additional rates income gained by g@acish from the States paying rates on all

of their properties.

Figure 2: Comparison of the relative impact of eaclof the options
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== Option 1: Increasing the IWR for both domestic and non-domestic ratepayers
== Option 2: Increasing the IWR for non-domestic ratepayers only
Option 3: Increasing the IWR for domestic ratepayers only

== Proportion of Parish rates revenue from the States

This shows that in almost all cases, Option 2,dasing the non-domestic (commercial) rate
only, produces the outcome whereby the additicatalsrpayable by ratepayers of each parish
most closely matches the additional income dertedtiat parish.

The distributional impact of each of the optionslioed above is discussed in greater detail
in Appendix 1.
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Section 7: Practical issues

The process for notifying ratepayers, then assgssid collecting rates is a manual and
labour-intensive process for the parishes. Fargel holder of property like the States,
checking each rates demand is a time-consumin@@cbus process. It is estimated that
Treasury and Resources currently spends three matheon dealing with its current
obligations under the Rates Law. This will onlgnease if the States pays full rates unless
changes are made to the way the parishes issuenthigies. It is estimated that dealing with
rates notices under a manual system would be -&irffudl equivalent job for one employee.
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Appendix 1: Potential impact of each of the option$or meeting the cost of
the States paying rates

The three options for meeting the cost of the Stpsging rates through the IWR identified
in Section 6 are as follows:

1. Increasing the IWR for both domestic and non-doinésbmmercial) ratepayers
2. Increasing the IWR for non-domestic (commerciatgpayers only, or
3. Increasing the IWR for domestic ratepayers only
These are considered in greater detail below. ekaenples assume that the cost to the States

of paying rates on all of its properties would pprximately £950,000 by 2016, assuming
current rates rise in line with RPI in that time.

Option 1: Increasing the IWR for both domestic and non-domestic (commercial)
ratepayers

The IWR would rise by 0.057 pence per quarter tamdstic and 0.1 pence per quarter for
non-domestic ratepayers. This represents an iser@a8% over the 2012 IWR.

This would be paid for by the ratepayers of eaaispaas follows:

Parish Percentage of total increase in IWR Percentage of total States rates
payable by ratepayers of each parish receivable per parish
St Helier 47.2% 67.5%
St Saviour 10.1% 16.6%
St Brelade 9.2% 7.4%
St Clement 5.5% 3.0%
St Peter 5.3% 0.8%
Grouville 4.5% 0.6%
St Lawrence 4.5% 0.5%
St Ouen 3.3% 1.1%
St Martin 3.2% 0.8%
Trinity 2.9% 0.8%
St John 2.7% 0.7%
St Mary 1.5% 0.3%
Total 100.(% 100.(%
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How the additional rates payable by the ratepagkesich parish compares to the additional

revenue earned by each parish through the Stayesgpates can be illustrated in the figure
below.

Figure 3: Comparison of the proportion of additiond revenue received by each parish
from the States paying rates with the additional IWR charged to the ratepayers of each
parish, under Option 1
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== Proportion of total increase in IWR payable by parishioners

== Proportion of Parish rates revenue from the States

The additional IWR would be paid by domestic and-domestic ratepayers as follows:

Parish Percentage of total increase in IWR Percentage of total increase in
payable by domestic ratepayers of IWR payable by non-domestic

each parish ratepayers of each parish

St Helier 16.0 31.3
St Saviour 6.6 3.5
St Brelade 7.0 2.2
St Clement 4.9 0.6
St Peter 3.0 2.3
Grouville 3.7 0.8
St Lawrence 3.6 0.9
St Ouen 2.7 0.6
St Martin 2.6 0.6
Trinity 1.9 1.0
St John 1.9 0.8
St Mary 1.1 0.4
Total 55.0% 45.0%
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The IWR Regulations provide that 55% of IWR reveshbeuld be raised from domestic
ratepayers, with the remaining 45% from non-domestiepayers. In almost every parish,
domestic ratepayers would bear more of the incréesenon-domestic ratepayers, with the
exception of St Helier. However, there are momnestic ratepayers than there are non-
domestic ratepayers, so the burden would be spneael widely among domestic ratepayers.

Figure 4: Distribution of additional IWR between domestic and non-domestic
ratepayers, by parish, under Option 1
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Option 2: Increasing the IWR for non-domestic (commercial) ratepayers only

The increase would be 0.222 pence per quartenaeadse of 18% on 2012.

Parish Percentage of total increase in IWR Percentage of total States rates
payable by non-domestic ratepayers receivable per parish
of each parish
St Helier 69.5 67.5
St Saviour 7.8 16.6
St Peter 5.1 0.8
St Brelade 4.9 7.4
Trinity 2.3 0.8
St Lawrence 1.9 0.5
Grouville 1.8 0.6
St John 1.7 0.7
St Ouen 1.4 1.1
St Clement 1.3 3.0
St Martin 1.3 0.8
St Mary 0.9 0.3
Total 100.(% 100.(%

Not surprisingly, as the majority of Island busises are located in St Helier, the majority of
the increase would be paid by St Helier ratepay8td-elier officials estimate that
approximately 40% of non-domestic rates in St He$igoaid by offices, with the rest paid by
other types of business including retailers, hotidéertainment venues and hospitality
businesses. This suggests that approximately 8264f the additional £950,000 in IWR
required would be raised from offices based in &ie+.

Of that 40%, at least half is payable in respedfbfes classed as “small”, with a rateable
value of 20,000 quarters or less.
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Figure 5: Comparison of the proportion of additiond revenue received by each parish

from the States paying rates with the additional IWR charged to the non-domestic
ratepayers of each parish, under Option 2
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== Proportion of increase in IWR payable by non-domestic ratepayers

== Proportion of Parish rates revenue from the States

Increasing the non-domestic element of the IWR avdyld mean that the additional IWR
payable by businesses in each parish would berdioslee additional revenue received by
each parish than under any other option reviewed.
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Option 3: Increasing the IWR for domestic ratepayers only

The increase would be 0.103 pence per quartenaedse of 15% on 2012.

Parish Percentage of total increase in IWR Percentage of total States rates
payable by domestic ratepayers of receivable per parish
each parish
St Helier 29.0 67.5
St Brelade 12.7 7.4
St Saviour 12.1 16.6
St Clement 8.8 3.0
Grouville 6.8 0.6
St Lawrence 6.5 0.5
St Peter 5.5 0.8
St Ouen 4.9 1.1
St John 3.5 0.7
St Martin 4.8 0.8
Trinity 3.4 0.8
St Mary 2.0 0.3
Total 100.(% 100.(%

Figure 6: Comparison of the proportion of additiond revenue received by each parish
from the States paying rates with the additional IWR charged to the domestic
ratepayers of each parish, under Option 3

== Proportion of increase in IWR payable by domestic ratepayers

== Proportion of Parish rates revenue from the States
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Appendix 2: Potential impact of each of the optiongor meeting the cost of
the States paying rates on ratepayers

With assistance from the rates assessors, thevialjptable has been prepared for the
purposes of illustrating the impact of the changeslifferent types of property. The rates
payable are illustrative only.

Type of property Current total | IWR increase:| IWR increase: | IWR increase:

rates payable Option 1* Option 2° Option 3°
One-bedroomed £157 £6 £0 £10
flat, no garage; St
Clement
Three bedroomed £300 £11 £0 £20

semi-detached
house with garage
and small garden;
St Lawrence

Four bedroomed £434 £14 £0 £25
detached house
with parking and
large garden; St

Martin

Small corner shop £628 £27 £60 £0
St Mary

Medium sized high £19,656 £840 £1,865 £0
street retailer; St

Helier

Supermarket; St £17,680 £800 £1,776 £0
Saviour

Small office; St £201 £12 £27 £0
Helier

Large office; St £28,080 £1,200 £2,664 £0
Helier

" Increase domestic rate by 0.057ppq and non-doorrasé by 0.1ppq to raise £950,000
2 Increase non-domestic rate by 0.222ppq to raise,090
% Increase domestic rate by 0.103ppq to raise £050,0

There are many more domestic properties in Jersgythere are non-domestic properties.
As a result, the total rates payable by individunahers and occupiers of domestic properties
are lower than the rates payable on individual cencial premises. Any increase to the non-
domestic IWR would therefore impact more on owraserd occupiers of these premises.
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Figure 7: Comparison of the impact of the differentoptions on different types of
ratepayer

22

3000
2500 =
2000 /
1500 /‘ ‘\ /
1000 / \ //)
1-bedroom 3-bedroom  4-bedroom  Small corner Medium high Supermarket; Small office; Large office;
flat, no garage; semi-detached  detached shop; street retailer; St Saviour St Helier St Helier
St Clement house, garage, house, St Mary St Helier
small garden; parking, large
St Lawrence garden;
St Martin

== |ncreased IWR under Option 1 (increase domestic rate by 0.057ppg and non-domestic rate
by 0.1ppq)

== Increased IWR under Option 2 (increase non-domestic rate by 0.222ppq)

Increased IWR under Option 3 (increase domestic rate by 0.103ppq)
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The impact of each of the options on domestic ptagseand small businesses can be more
clearly illustrated in the example below.

Figure 8: Comparison of the impact of the differentoptions on domestic properties and
small businesses only
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1-bedroom flat, no 3-bedroom semi- 4-bedroom Small corner shop; Small office;
garage; detached house, detached house, St Mary St Helier
St Clement garage, small parking, large
garden; garden;
St Lawrence St Martin

=&—Increased IWR under Option 1 (increase domestic rate by 0.057ppg and non-domestic rate
by 0.1ppa)

== Increased IWR under Option 2 (increase non-domestic rate by 0.222ppq)

Increased IWR under Option 3 (increase domestic rate by 0.103ppq)

= TREASURY

&RESOURCES




	Blank Page

