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DRAFT BUDGET STATEMENT 2014 (P.122/2013): SECOND ANDMENT
(P.122/2013 Amd.(2)) — AMENDMENT

1 PAGE 2, AMENDMENT (i) —

For the words “£989,000 by increasing duty on atkgories of alcohol by the
June 2013 RPI figure of 1.5% and not” substitutewlords “£1,254,000 by not
increasing duty on all categories of alcohol”.

2 PAGE 2, AMENDMENT (ii) —

For the words “£866,000 by increasing duty on allaicco products by 4.5%
(being the June 2013 RPI figure of 1.5% plus 3% @ot” substitute the words
“£1,466,000 by not increasing duty on tobacco”.

3 PAGE 2, AMENDMENT (jii) —

For the words “£100,000 by increasing duty on fwethe June 2013 RPI figure
of 1.5% and not” substitute the words “£399,000nmy increasing duty on
fuel”.

DEPUTY S.S.P.A. POWER OF ST. BRELADE
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REPORT

| wish to amend the second amendment lodged bZdmnétable of St. Helier to the
Draft Budget Statement 2014 (P.122/2013).

“except that the estimate of income from taxatianry 2014 may be decreased”

. Alcohol duties by as much as £1,254, 000;
. Tobacco duties by as much as £ 1,466,000;
. Fuel duties by as much as £399,000.

My amendment to this amendment will be to alter phevisions for increases in
alcohol, tobacco and fuel duties, and proposesaease in these 3 areas for 2014.
The detailed provisions are included on pages 3%f4fhe Draft Budget Statement
2014 (reproduced for convenience in the attackgoendix).

The Treasury thinks that this annual rite of passagincreasing impd6ts is a logical

and justifiable process. However, Jersey is anmesipge place to work and live. The

middle-income groups that live and work in Jerseg pay the predominant amount of
tax owing to a shift to indirect taxation bear threint. The increases proposed in the
budget are not modest. These are excessive.

I include here 3 short paragraphs on the 3 aregsopiosed imp6ts increase covered
by this amendment to the second amendment.

Alcohol

Using the Health Department as an excuse to raigeld of duty on alcohol and
tobacco is not acceptable. It is an old hobbyhopseect experience of attitudes to
alcohol abuse are that those that drink alcohahatly and moderately are sensitive
to the price of alcohol. They are sensible abowt lwey buy alcohol, spend their
disposable income in the local hospitality industand have budgets for their
entertainment and enjoyment.

Those that have a problem with alcohol, drink toessive or dangerous levels and are
a cost to the Health Department do not care abwaitprice of alcohol. They are
insensitive to the cost of alcohol, and will bugdiol in the local corner-shops where
it is most expensive or they will break the law amdplift in supermarkets. Alcohol
abuse and drinking to dangerous levels is largedgdahidden affliction. It carries on
behind closed doors. The unfortunates that are m@shoften in parks and adjacent to
the Hospital are but a small representation offadtabuse in Jersey. People that drink
strong lager and wine at 07:00 in the morning atedoing it for pleasure. They are ill
and are doing it because they are slowly dyinghdf price of alcohol goes up, they
will still drink excessively and will find the mearto fuel their habit, similar to drug
addiction.

If the States were serious about controlling thegeéaous levels of consumption of
alcohol by a limited number in Jersey, then it vdosek to control the supply route.
Drinking in well-run licensed premises, restauraotfés and hotels is safe and well-
managed. There will always be those that drinkximess and cause problems after a
night out. They are few.
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The real problem lies with the supply of alcoholr foetail in corner shops,
supermarkets and off-licences. That is availaldenf06:00 to 23:00 in some cases.

Tobacco

We now know that impdts on tobacco products hakerfatiramatically. Tobacco
consumption has fallen, but not as fast as impétenue. We know that over 40% of
tobacco product consumed in Jersey is duty-freat Tigure may be higher. Cause
and effect has set in and, while imp6ts continudrtip, consumers have adapted by
developing their own methods of buying tobacco mdreaply. The shop at Jersey
Airport currently sells 400 cigarettes for £57.0020 for £2.90. This is compared to
about £6.50 locally for the retail price of cigaest The difference is astonishing. Yet
the States licence this operation and take a pogfieasing this large retail operation
at Jersey Airport. People will consume tobacco pet&l because it is legal and
available. Much of this product purchased at Jedsieyort returns to the Island for
consumption.

There are now well-developed and sophisticatedesofidr personal importation of
tobacco product that may be legal or illegal. Muelvenue is being lost to the
Treasury because of the unofficial importations strange that there is no duty-free at
the Elizabeth Terminal. If the Airport shop can gate with the airlines and other
airports, why is the Treasury not encouraging drgg-sales at the Harbour? Surely, a
source of States revenue is being lost here.

The hard evidence for the above lies in the 2003gbtu(agreed in December 2003),
when States members agreed to an amendment fromtyoRe@d.D. Ryan, which
increased tobacco duty by 12.1%, in an attempet@gate an extra £1.19 million. The
actual result was an increase of just £578,00@vwenue, less than half of what was
expected. The following year, States revenue frobbad¢co duty fell back even further
to a level substantially below the 2003 total: baky, the point of diminishing returns
had been reached, and consumers looked for “dagy/-fsptions instead. So, the actual
evidence of recent history shows that increasidmpatoo impdts so significantly is
likely to have the opposite effect to the one debipy States members. Using impots
as a source of funding can never provide the caytaf return, which is clearly
needed in order to invest in 39 nurses and adsifiitee care. It is worth noting that
since 2000, tobacco duty in Jersey has already tharedoubled, increasing over that
period by £1.75 per pack of cigarettes, comparefi0i@1 in the UK, and £1.07 in
Guernsey. Tobacco prices in Jersey generally hagady risen by 96% in that period
(Guernsey: 78%, UK: 44%). Source: States Statistlcst. There should be no
increase in the rates of duty on tobacco.

Fuel

The ordinary family unit that comprises “middle sky” is being asked to accept
almost a 10% increase in fuel charges. This apptepetrol and diesel. Island
residents already pay a premium to get on and edf Island. We have the most
expensive ferry fares on the English Channel. Wee hep-called low-cost airlines
operating in and out of the Island that chargeteruse of debit cards, seat allocation,
hold luggage, and so on. Yet we ask these fantesend their bright, well-educated
local children to UK universities, where these sdamilies pay a premium to have
their children educated at a university where tk#yin lecture halls beside their
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English, Welsh or Scottish fellow students, who pathird of the Jersey student’s
university fees.

Transport costs, whether on-Island or off-Islanat, iato the disposable income of
Islanders. “Middle Jersey” has to put up with dltlis. Now this Assembly wants to
push the cost of a litre of fuel to a figure wherahe Minister for Treasury and
Resources will take almost 60% of the price chaagdtie forecourt.

In the same vein, duty-free or lowered impo6ts cel fiould be sold at the Harbour to
vehicles leaving Jersey. Again, no effort or attehgs ever been considered as far as
the author has been able to establish, to setfforeeourt and fuel sale outlet on States
property adjacent to the Harbour to sell petrol diesel to vehicles leaving Jersey on
car-ferries.

| will provide members with further and supplementiaformation to members in the
debate and will circulate beforehand.

Financial and manpower implications

There appear to be no manpower implications. Thaidir for Treasury and
Resources proposes to raise about £3,163,000 bbgaise in the 4 areas listed on
page 39 of the Draft Budget Statement. If this asinegnt to the second amendment is
accepted, | will show in the debate that signiftcdiminishing returns are setting in
because of the increases imposed by Treasury; teatdat balance has to be found
between reasonable impobts returns to Treasury fentheénefits to the local economy
of a local and visiting population that can expesasonable charges within the
products sold by the hospitality industry, thawvkslocals able to put money back into
the economy and for visitors to be encouraged tendpmoney. The figure of
£3,163,000 is over a million less that the provisiof the 2009 budget of £4,250,000,
and this does show that diminishing returns aréingeinto the local hospitality
industry, an industry that is already strugglinghwiecession and other increased
costs. Treasury estimates may be an over-estimate.

The only way of financing this amendment is for Theasury to accept that constantly
increasing impdbts, almost a rite of passage foridtkins for Treasury and Resources,
will damage and cause further irreparable damagieddocal industry. The Jersey
economy is robust, the finance industry is keyhig;tand we must accept as States
members that this Island revolves around the targagnd income-earning ability of
middle-income Jersey. To risk penalising any furtis hugely important sector of
the economy is folly. The financial implicationseasomewhere between zero and
£3,163,000. In all probability, the cost will bes¢e Therefore Treasury will have to
find an alternative approach to impéts duty ancgptthat.
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APPENDIX
Pages 39-44 of the Draft Budget Statement 2014

States ﬁ Draft Budget Statement 2014
of _lL‘I"SL:‘:;

4. Impots Duty Proposals

Backeground

Each year, in advance of the Budget, the proposals for impédis duties are rewiewed against the prevaiding
economic condifions, the 1sland's financial position and the States strategies on alecohol and lobacco.

The Minister's proposals for 2014 take all the above factors into account.
To help inform his decision the Minister has considered the following:

» The most recent rate of infiation.

» The lobacco and alcohol strategies.

+ Informed consultation with the Council of Ministers and in particular the Ministers and Officers
from Health ard Social Services, Home Affairs and Economic Developmeant.

It iz proposed that the increases in duty will take effect at midnight on 31 December 2013,
The Budget proposals are =et out in detail below and will raise additional revenue of approximately:
+ Alcohol duties — £1,254 000
+ Tobacco duties — £1,466,000
+ Fuel duties — £359,000
» Wehicle Emissions Duty — £44.000
{The above amaunls are the estimated additional revenue that will be collecied by the Customs and

Immigration Service in 2014 and do not take inio account any increases already calculaied as a resull
of the MTFP forecast).

Aleohol

Following consultation wilh the Council of Ministers, it is proposed to increase alcohol duty rates above
the most recent rate of inflabion.

Accordingly the Minister propozas the following:
« An 11% increase on spints (£1.27 per litre)

« An 11% increase on strong beericider (exceeding 4.9% abv) (6p per pint)

IMPOTS DUTY PROPOSALS PAGE 38
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States 5 Draft Budget Statement 214
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= A 5% Increase on wines (Fp per bottle)
= A L% increase on weaker beercider (noi exceeding 4.9% abv) (2p per pini)

As a result of these Budget proposals, the forecast is that the annual duty collected on all alcohol
will total £18,965,000 in 2014, This would be E463,000 more than forecast for 2014 in the MTFF, and
ETT0,000 maore than forecast for 2013 in the 2013 Budget (see Figure 13)

Tobacco
It is proposed that the policy of increasing duty on-tobacco at a level above the cost of living is continued.

As a result the Minisier is propasing 1o increase the rate of duty on all tobacco products by 11% (47p
per packet of 20 king size cigaretes).

There is evidence to show that both locals and tourists are increasingly turning to duty free sources for
their tobacco supplies and thal this is because of the high cost of tobacco in the island.

The Customs and Immigration Service has previously reported a significant increase in passengers
attempting o impori cigarettes in excess of their statutory allowance and there has been no change in
this trend during 2013. The Service continues to monitor this activity and though it is having an impact
on the revenue yield, at this time there is neither evidence nor intefligence o suggest that commercial
quantifies of cigarettes are being smuggled into the Island.

As a resull of the Budget proposals, the forecast s that the annual duty coliected on all tobacco will
total £14,783,000 in 2014, This would be £2,976 000 more 4han forecast for 2014 in the MTFF and
ETRS, 000 more than forecast for 2013 in the 2013 Budget (see Figure 13).

Fuel

The Minister confinues to consider all issues regarding the duty on fuel, including the cument
warkdwide price of hydrocarbon oil and the reiail price of fuel at garages in the Isiand.

Having taken this info account and having considered the fact that there has been no increase in fuel
duty for the last 2 years and an increase of only 2p per litre over the last 5 years, it is proposed o
increase fuel duly by 2% (ip per lire),

As a result of the Budget proposals, the forecast is that the annual duty collected on fuel will total
E£20,363,000 in 2014. This would be £1,174,000 less than forecast for 2014 in the MTFP and £772,000
less than forecast for 2013 'in the 2013 Budgel. The reduction is mainky due to lower levels of
importation than previously forecast

PAGE 40 IMPOTS DUTY PROPOSALS
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Vehicle Emissions Duty

Vehicle Emissions Duty (VED) was infroduced in Seplember 2010 with an estimated annual revenue
yield of E2 million.

The number and type of new vehicles registered has not proved consisient with the onginal modeling
used fo formutate the duty banding and in 2012 the total yield for VED was approximately £840,000. it
is estimaled that the yield will be similar in 2013.

It iz mot known the extent to which the intreduction of VED has influenced consumets’ decisions on
vehicle purchases, but the current economic situation must have also been a factor. In-addition it is
apparent that new vehicles are being manufaciured with reduced carbon dioxide (COF) emission
figures. As a result these vehicles are either falling inlo a lower revenue VED band or the band where
the revenue collection is zero.

For 2014 the Minister proposes-an increase of 5% to all VED bands.

Az a result of the Budget proposals, the forecast is that the annual duty collected for VED will tolal
£924 000in 2074, This would be £76,000 less than forecast for 2014 in the MTFP and £126,000
less than forecast for 2013-in the 2013 Budget. This is mainly due to different numbers and types of
vehicles being imported and registered fo those onginally modelled.

Detailed Duty Increases for 2o14

FIGURE B - DUTY INCREASES PROPOSED FOR 2014
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Aothe of tabie wine £1.38 o5
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IMPOTS DUTY PROPOSALS PAGE A1
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FIGUEE g — PROPOSED RATES OF VEHICLE EMISSIONS DUTY BASED ON CO2 MASS EMISSION FIGURE
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FIGURE 10 — FROPOSED RATES OF VEHICLE EMISSIONS DUTY BASED O CYLINDER CAPACITY OF
ENGINE
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Compansons with neighbouring jurisdictions

FIGURE 11 — 2003 BETAIL PRICE MARGINS — COMPARISONS WITH THE UK (JUNE 2013)
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The Figure below llustrates that in all of the abowe examples of dutiable products the proportion of

price made up by duty and tax is lower in Jersey than the UK. BEven allowing for other cos

factors in

Jersey there would still appear to be a much greater mangin in the refail price of producis in Jersey

than exisis in the UK

FIGURE 12 — A COMPARISCON OF TYPICAL 20:3 TAX AND DUTY LEVELS FOR. A RANGE OF

COMPMODITIES
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FIGURE 13 — SUMMARY OF DUTY REVENUES

Budgst 2014
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FIGURE 14 — EXPLATNING THE NET VARIATION TO FORECASTS
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The table shows the estimated net variation to forecasts afier allowing for the duty assumptions in the
MTFP for 2014 of 2.5% and the estimated effect of the changes in the assumption for the volume of each
commaodity imported since the MTFF and Budget 2013 assumptions in March and Sepiember 2012
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