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COMMENTS
Part (a)

Deputy G.P. Southern of St. Helier proposes thatrtét revenue expenditure of the
Transport and Technical Services Department shallifnzreased by £350,000,
£100,000 and £100,000 in 2013, 2014 and 2015 rteelcin order to provide
funding for the Sustainable Transport Policy, amel tbtal net revenue expenditure of
the Economic Development Department shall be retldge the same amounts in
2013, 2014 and 2015 by reducing the grant to Jéfsence Limited.

Part (b)

Deputy Southern proposes that the net revenue ditpem of the Transport and

Technical Services Department shall be increaseé®@,000 in each of the years
2013, 2014 and 2015 in order to provide fundingther Hoppa Bus Service, and the
net revenue expenditure of the Economic Developrbapartment shall be reduced
by the same amounts in 2013, 2014 and 2015 by imgltlte grant to Jersey Finance
Limited.

The Council of Ministers conducted an extensiveoniisation process for the

allocation of growth, with no less than 7 iteragasf proposals. It was not possible to
fund all the growth requests, and the funding wasrifised towards the immediate
strategic priorities of Employment, Economic Growahd Reform of Health and

Social Services. Consequently, the Transport anchriieal Services request for
additional Sustainable Transport funding was notsssful.

The Council of Ministers endorses its original pties for growth funding, and the
comment from Economic Development emphasizes thegortance of the Jersey
Finance grant funding in terms of diversificationternational competition and market
share. Any reduction in funding will affect the gramme of work proposed by Jersey
Finance Limited in its 2013 — 2015 business plahjctv supports the Economic
Growth Strategy approved by the States in July 2012

It is important to note that Jersey Finance Limi{@BL) has a number of funding
streams, and the grant from the States of Jerggggents only 40% of total funding
for 2011. Furthermore, additional funding comesnfrthe pro bono work done by
JFL’s technical specialists and industry repreddms. It is estimated that this
contribution was worth £4 million for 2011. Thisgagement through working parties
and other groups provides technical consultatiomkjch in turn inform the
development of financial services.

In respect of sustainable transport, a numberibéiives will be delivered during the
Medium Term Financial Plan period, and there angodpinities within the new bus
contract to provide more town services.

The Council of Ministers opposes this amendment.
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Department Comments

Transport and Technical Services (TTS)

Although the principle of a low or zero fare towddppa’ service is an aspiration of

the Sustainable Transport Policy (STP), and prdpdeamprove pedestrian facilities

at Midvale Road and at 5 town junctions identifigdthe Connétable of St. Helier are
also consistent with its aims, none of these pralgaare considered fundamental to its
success.

The provision and improvement of the Island-wides Iservice, particularly at peak
times, is critical to the success of the STP, &mlis mostly funded through the TTS
revenue budget (£4.6 million in 2011).

Some improvements to the bus service have beereduticttough increased fare
income; however, the more significant enhancementfie bus services have been
funded from the STP funding of £500,000 per annQther funding may be received
through planning obligations, which require develgp to contribute towards
sustainable transport. In 2011, approximately £&1,0was received from
developments for that purpose. Several improvemgentie bus network have been
introduced in recent years, increasing peak hoyraaty and providing better
coverage to rural areas and on Sundays. Nine nevslielters were installed in 2011
and TTS has worked with the current operator toothice new improved vehicles,
although there will be more noticeable improvementen the new bus contract
commences in January 2013.

In addition to improved bus services, the fundiag been used to implement several
pedestrian and cycle improvements, school part-speed limits, cycle stands and
shelters, road safety schemes, and behaviouralgehamtiatives, including the
ongoing school travel plan programme and ‘greevetralay promotions.

£500,000 has also been transferred by the Staiestfre Car Park Trading Fund to
TTS to fund work on the Eastern Cycle Route (£238,9pent in total by the end of
2011).

The STP aims to achieve a significant shift towasdstainable forms of transport at
all times, and in particular sets a target of a IB#%uction in peak hour traffic to and

from St. Helier. To achieve this target, peak Hows use in and out of St. Helier needs
to double, and capacity has to be provided to te¢tdemand.

Although a town ‘Hoppa’ service is socially benélc it will not be significant
towards meeting the 15% target, and is therefoteargh priority with regard to the
current continuing improvement to the bus servie.improved school bus service
would contribute more significantly to the STP &trdout a bid for increased funding
has also been declined. Discussions with the nesvabgr will continue in order to
identify potential school bus improvements withiiséing budgets. Improved cross-
town bus routes are also included in the new nétvamid opportunities to develop
them further will be explored. It would be sensibbeassess these opportunities in
conjunction with the new operator with the hindsighthe new network in place. A
survey of users of the experimental town ‘Hoppaviee, run in 1999, identified that
50% would have walked instead of using the sendad, only 20% indicated that they
chose the ‘Hoppa’ instead of the car. The take{futh® service was modest and had
no noticeable impact on traffic. The 1999 ‘Hopparvice stayed within the town ring-
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road. To reduce car use, the town service needsver a wider area than in the 1999
experiment, elements of which are covered withenréhvised network commencing in
January.

The pedestrian improvements at Midvale Road an8 sites in the town area are
consistent with the STP’s intention to give befigority to non-motorised travel, and
TTS is supportive of the proposals in principle. afable budget, however, is
currently mostly directed towards improvement o gouthern cycle route linking
New North Quay to Havre des Pas, a cycle route tirP&er's Valley and in
development of an eastern cycle route, all of wlaoh expected to contribute more
significantly to a reduction in car trips than thbove-mentioned schemes. TTS
anticipates allocating £200,000 per annum from 2@12015 from its infrastructure
capital allowance for that purpose, in additiorthe one-off funding for the eastern
cycle route as mentioned above.

The Medium Term Financial Plan allocates £635,00@2015 for cycle tracks and
pedestrian improvements, and the schemes mentionedeputy Southern’s

amendment would be appropriate candidates for thatling. It also allocates

£1.45 million over the next 3 years for village tertreatments which will enable the
ethos of the Sustainable Transport Policy to béieghputside of the town area.

The Minister concludes that whilst additional fumgliwould assist in the provision of
a successful Sustainable Transport Policy, the wumeasidentified in Deputy
Southern’s proposition are not a sufficiently hjgfority for funding to be diverted as
proposed.

Economic Development Department (EDD)

Introduction

The Economic Development Department exists to deligrowth, improve
competitiveness, diversify the local economy arehter employment.

The benefits of creating employment are evidemtltdGetting people back to work is,
as agreed by the States, a key strategic prigkitya time when Jersey is witnessing
the highest unemployment rates the Island hasevavuntered, it is more important
than ever that the resources are focused on this ai

On occasion, however, the absolute necessity tvedairowth is not given the same
priority. Growth is a precursor for job creationutBeven more than that, growth is
needed simply to stand still — let alone improveéliguservice provision. With an
aging population, the ratio of workers to pensisnisr set to halve by 2035 to just
under 2 workers to every pensioner. Therefore, itnportant that businesses generate
more profits and people are able to earn highearisal so that they provide the
funding for health, education, and indeed, transgenvices, in the years to come.

That is why EDD developed the Economic Growth angleBification Strategy

(EGDS). It set out 4 strategic aims, one of whikoi grow and diversify the financial
services sector, capacity and profitability. Thi® és a critical pillar of this strategy,
because in terms of our public finances, on averagery person working in the
finance sector contributes more than double theagecperson working outside of
financial services.
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The EGDS was approved by the States by 35 vot8s Therefore, in developing the
bid for the Medium Term Financial Plan, the Depaminstarted from a zero base and
prioritised our current budget allocation — withaumy growth — according to the aims
set out in the strategy.

From a strictly economic perspective, this wouldréhdoeen the most appropriate
option to take, as it would have delivered growtld fobs at the least financial cost.
But the costs would have been felt elsewhere —aitiqular in tourism and the rural
economy.

That is because more of EDD’s budget is spent onigim than any other sector, yet it
delivers one of the lowest GVA contributions of asgctor. Likewise, the rural

economy is allocated more money than enterprisks,sknd policy and regulation put
together — yet again, the GVA contribution is alsw. Furthermore, both sectors
employ significant numbers of non-locals — betw8eand 4 times that of the finance
sector — which undermines another strategic ainedificing inward migration.

However, this does not take account of the manytiaddl benefits the tourism and
rural sectors bring to Jersey life and the envirenimwe live in. To withdraw
significant financial support for these sectors ldodamage Island life irrevocably.
Whilst not directly in EDD’s remit, as part of avggnment looking at broader Island
interests, it was not an option that the Departmerg willing to take.

The consequence of this was that the additionalirements to deliver EGDS were
reflected in the growth bid in the Medium Term Kiogl Plan. It follows, therefore,
that the consequences of reducing the growth bidhéo extent this amendment
proposes, undermines our ability to deliver thateyy for growth and job creation,
approved by the States.

Impact on Jersey Finance Ltd. (JFL) of reductiorfiunding

The amendment calls for a significant cut to theppsed grant for JFL, amounting to
a reduction of £2.3 million in funding over 3 yea8ich a reduction will necessarily
have a significant impact on the programme of weprkposed by JFL in its

2013 — 2015 business plan, which in turn was subdhito EDD in support of the

EDGS.

The programmes of work that would be directly affecare:

) Inward investment activitySince 2011, JFL has assisted 9 new businesses to
establish operations in Jersey across diverse ,aiaading hedge funds,
banking, private equity and investment managemeritese created
approximately 20-25 high-value jobs that we arerawd. In addition, JFL
are in discussions with a further 5 hedge funds ssaral banks. This has
come about because of a significant work programimeluding over
60 meetings and events. The continued work in #rsa is crucial and
continues to provide Jersey with a differentiatfagtor over other offshore
jurisdictions.

(i) Developing new marketsThe balance of global wealth is rapidly shifting
from traditional western economies to newer emergmarkets. The centre of
growth for ultra-high-net-worth individuals has alsshifted eastwards.
Emerging and developing economies are expectedadnom just over one-
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fifth of the global economy (21.6%) in 2004 to male over two-fifths
(41.4%) of global economic output by 2016.

Business flows from Jersey’s traditional marketshef UK and mature Europe are
declining faster than business flows from the elingrgeconomies are coming
through. This results in a revenue gap. With tharfcial services sector contributing
in excess of 40% of Jersey’'s GVA, it is vital tetlsland’s continued success that we
get an early foot in the door of new and emergiragkets which is key to excelling
internationally.

Much progress has been made in repositioning Jengtty market entry affected into
China, India and the wider Gulf Corporation Coun¢6CC) and in-market
representation established in Hong Kong, Abu Dhabimbai and Delhi. For
example, Jersey’s targeted investment in the Gaglfon, including the opening of a
representative office in Abu Dhabi, directly tradg®wth in business volumes from
the region, including the doubling of bank depo#iten the Gulf, which grew from
£11.4 billion in 2007 to £19.4 billion in 2012. &ddition, 4 banks from the Middle
East and China are expected to apply for licencegpen branches in Jersey in the
months ahead, which is as a result of the markegffgrts and opening of
representative offices for JFL in Hong Kong and Abhabi. Banking remains an
enormous part of the industry and was hugely ingsartn contributing tax to the
Jersey economy.

The JFL business plan for 2013 —2015 includes ifipestrategic business
development in China, the GCC, India, Russia antinLAmerica, including the

establishment of satellite offices in Shanghai Brakil. If this amendment is adopted,
much of the development of activity in the growthrkets identified will be stopped
or severely reduced.

iif) UK and Europe The volume of business from the traditional corekats of the
UK and mature Europe are being challenged by a twatibn of very low economic
growth in those regions and increased competitioomf rival centres. Even
maintaining the current level of investment willtrime sufficient to defend Jersey’s
market share against increased activity from oreslamid offshore rivals and the JFL
strategy calls for increased investment over the tieee years to defend the island’s
position.

Comparison against other jurisdictions

It is vital to remember that Jersey does not dxissolation; the Island is part of a
highly competitive global marketplace. The amendmregpears to miss this point,
suggesting that: “..more of the burden (should be) taken up by thadshoulders of
the financial giants who wish to continue doingibass from Jersey.”.

This argument suggests a dangerously insular vigiweoworld and fails to recognise
the competitive pressures from rival jurisdictioBsiropean competitors in particular
are attempting to convince market players thateyergill be marginalised by EU
regulation and to entice business flows and acmiapanies from Jersey.

In the face of declining revenues, competitor gligsons have increased investment
in promotional marketing, and sharpened pricinghwAsian centres in particular
taking market share from European centres, inctudarsey.
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For example:

(0]

Luxembourg is outspending Jersey in terms of tHame of events, conferences
and seminars sponsored and attended, by a cordilenargin.

Dublin has responded to the problems of the Irehking crisis by re-doubling its
efforts on inwards investment and promotion, and h&launched the Dublin
International Financial Services Strategy.

The Isle of Man has recently launched a publicatgwpartnership to promote its
financial industry with increased Government fumglints core focus being to
create sales opportunities for the finance sectdn lon the island and abroad,
including a programme of international visits ire thiddle East, China and the
UK.

Malta and Gibraltar are also renewing their efféotgapitalise on their perceived
EU advantage in connection with the Alternativedstiment Fund Management
Directive.

In the Middle East, the Qatar Financial Centrengesting heavily, the Dubai
International Finance Centre is growing again fellw the pattern of recovery in
the region, and Abu Dhabi is working to launch atsn International Finance
Centre, the Abu Dhabi Finance Centre in Sowwah fegqua

In Asia, Hong Kong is growing fast off the back i$ newfound offshore
renminbi (RMB) status, and Singapore is the fasiesting private banking
centre globally as a result of significant investinend a defence of legitimate
clients’ right to privacy. Singapore alone genetta?&,900 new financial services
industry jobs in Q3 2011, and expects to generaf@0® more in 2012.

Traditional centres such as the British Virgin igla and Cayman still present a
significant competitive challenge in developing ks due to aggressive pricing
of services, and centres such as Switzerland agpebe emerging from their
challenges in connection with the USA with a rengwietermination to protect
their market share.

It is clear therefore, that a reduction in propo$edding for JFL, which in turn
reduces the scope of the programme in UK, Europgdangeted international markets,
in a context of increasing investment in promotimn our competition will have a
significant impact on Jersey’s current and futuegkat share.

Industry view of JFL’s effectiveness

According to the Jersey Finance 2011 Member Survey

0 85% rated their experience of working with JFL agcellent’ or ‘good'.
There were no ratings in 2011 of ‘poor’ or ‘verygpno

o Over three-quarters of those surveyed thoughtitRlatprovided ‘excellent’ or
‘good’ value for money.
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Impact on_Jersewf a reduction in JFL funding and any subsequestlide in the
financial services industry

The finance sector remains the largest single ttar to the economy in Jersey,
generating over 40% of G\VMand nearly £300 million per year in taXémore than
the entire budget needed for education, healthsao@l services combined).

The industry directly employs over 12,500 Islantlesome 22% of the working

population, and the vast majority are local. Onbp@ximately 6% (750) of those
employed in Financial and Legal Services are naiied, compared to 45% (2,350)
in tourism. Furthermore, it supports virtually eweother local industry (travel,

hospitality, professional services, ICT, etc.) tlgb its activities. Finance firms spend
more than £400 million per year in the local ecopbnThis far outweighs the

financial contribution of any other sector of themeomy.

JFL’s own analysis indicates that the total taxetaksociated with each £1 billion of
blended assets held in Jersey (e.g. banking dspdsitids under management and
administration, private wealth deposits) is appmately £240,000, including income
tax from financial services employees. It is cléberefore, that a reduction in
proposed funding for JFL, which in turn reduces shepe of the programme in UK,
Europe and targeted international markets, wikligkimpact on Jersey’s current and
future market share of these markets, which in twil directly impact on
employment levels in the Island and overall taxome for the States.

Existing industry pro bono financial contributiomw JFL programme i.e. the true
balance of States vs. industry contribution

The amendment argues that JFL funding requiremamisild be met by increased
contributions from finance industry firms and raidbe idea of ‘pound for pound’
matched funding as a principle.

This approach is misleading as it fails to take iatcount both the additional cash
funding supplied by industry to support specifiojpcts and the substantial pro bono
contribution made by industry professionals who ageg with JFL's technical
consultation programme.

For example:

Alternative Investment Fund Managers Directive (P Project— in 2009 and
2010, industry contributed a total of £337,400 teate a fighting fund to enable
Jersey to successfully navigate the AIFMD, thusingl to protect and grow the
Island’s funds industry.

Independent Commission on Banking (ICB) VickersjeRte- in 2012, industry
contributed £50,000 to fund research into Jersegsking industry following the
publication of the Vickers report from the ICB.

! Source: Gross Value Added (GVA) Report 2011, Stdtdsrsey Statistics Unit
2 Source: Estimate provided by the States of Jersepdinics Unit

% Source: Labour Market Report June 2012, Stategrsfey Statistics Unit

* Source: Survey of Financial Institutions 2011, &aif Jersey Statistics Unit
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Annual pro bono contributions industry professionals engage extensively with J
through working parties and other groups that glevechnical consultations, which
in turn inform the development of financial serdgcen the absence of such
contribution, government would struggle to fund tieguired professional technical
input to ensure that Jersey remains competitive.

The table below shows all contributions to JFL luding pro bono work, and it is
clear from this analysis that JFL member firms dbate well in excess of 50% of the
total resource consumed by JFL in delivering itsgpamme.

Year States Fiscal JFL Members’ JFL % JFL
Grant Stimulus/ Cash Members’ | Members
Project-specific Pro Bono
funding Contribution
2010 | £1,800,000 £418,350 £613,931 | £2,842,150 61%
2011 | £2,200,000 £426,150 £589,011*| £3,992,385 64%
2012 | £2,290,000 £385,000 Est. £620,000%*

*Drop from 2010 to 2011 due to fall in number of migers from 181 to 169, which in
turn was traced to M&A-led consolidation within timelustry

D

**Estimate for 2012 based on member subscriptiomd$ marketing income to dat
Q4 activities remaining

Implications to EGDS and States Strategic Plan

Reducing the funding to JFL to this extent compjetsdermines the Department’s
strategy for growth. The Department would be suipgrow-value sectors ahead of
high-value sectors, with the knowledge that theneawy would suffer, growth
prospects would be reduced and jobs would be [bsis is against the States’
decision, made in July, when it approved the ED&%] it would be against the
priorities of the States Strategic Plan — to geipteinto work.

It also has implications across other departmendsthe wider States Strategic Plan.
The finance sector effectively pays for all of #séand’s health and social services
provision and all of the Island’s education promisi Yet the sector is under
significant threat. If we do not take action to ldeéh this threat, as outlined above,
we risk significantly reduced profitability, and ssch significantly reducing tax take,
at a time when we need to see increased revenpey for an ageing population.

Therefore, Members are urged to reject this wellinireg but unrealistic amendment.
Council of Ministers’ Key Themes

Key Theme — Growth

The States approved initial growth allocationshie 2012 Business Plan of £6 million
in 2013 and £16 million in 2014. As part of thetiali work on the Medium Term
Financial Plan and the resource statement in théesStStrategic Plan, a level of
£26 million was proposed for growth in 2015 as péthe total States spending limits
for the Medium Term Financial Plan.
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Against these original growth allocations, the Golof Ministers received growth
requests from departments amounting to almost AB®&m The growth requests also
proposed that a higher level of growth was requine?l013 to address the immediate
priorities of Getting People Back to Work, Econordcowth and Reform of Health
and Social Services. In addition to the main grohitls, initiatives for Back to Work
and Employment projects (which may not be permaanedtrecurring) of £7 million
by 2015 were also proposed.

The Council of Ministers and Corporate ManagemeoarB conducted a significant
prioritisation process with departments which atieed to reduce the requests to the
level of growth funding available. Treasury workeith departments to identify if
there were other ways that the growth requestsdcbel funded within existing
spending limits. Departments were encouraged toamfse existing services and
identify efficiency savings wherever possible.

The Council of Ministers then went through a preces7 iterations. A fully funded
package of proposals was agreed which will preeitthe growth bids, taking into
account changes to resources that the Treasuryl ddehtify, to help deliver the
Strategic Priorities.

The prioritisation process dovetailed with the wbeing carried out by a number of
Ministerial Oversight Groups, for example on Healtid Social Services and Housing
Transformation. White Papers were due to be puldistand the MTFP has been
prepared to be consistent with what will be progpséthout in any way pre-empting

the support of the States for the funding propadseatise MTFP.

The Council of Ministers considered that there e a priority to find additional
funding for Reforming Health Services, Getting Hedpack to Work and Stimulating
Economic Growth, and proposed to allocate all atéeél growth in the Medium Term
Financial Plan. This was not the original plan, ethivould have left some growth
available to allocate in future years, but the irdiate funding of these initiatives in
2013 was felt to be vital to provide a stimulugtoployment, the economy and also to
begin the essential reform of Health and SociaviSes.

The Council of Ministers was conscious of the nieprovide some future flexibility,

especially for 2014 and 2015, and this has beerewsth, for example, through the
provision of contingencies and the agreement of£2#2 million capital programme
on an annual basis.

The Council ultimately considered 3 final options —

» All prioritised growth bids to be included in MTFP,
* Removing selected growth bids to get closer tdlg funded position,
* Removing all 2013 growth except Health and Soc@l/Bes.

One of the Council of Ministers’ key resource pinbes is to maintain a balanced
budget position and deliver affordable and sushdégublic services, and this
determined the final option which required a fialoritisation process to select
growth bids to be removed and not funded as patteoMedium Term Financial Plan
proposals. These removed or deferred growth bidsiated to £11.6 million in 2013,
£7.4 million in 2014 and £5.1 million in 2015.
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Financial implications
The financial implications of the proposed amendnaee neutral.

However, reducing the funding to JFL to this extenimpletely undermines the
Department’s strategy for growth. The Departmentilddbe supporting low-value
sectors ahead of high-value sectors, with the kedgé that the economy would
suffer, growth prospects would be reduced and yatnsid be lost. This is against the
States’ decision, made in July, when it approved EDGS; and it would be against
the priorities of the States Strategic Plan — tiopgeple into work.
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