3.17 Deputy M. Tadier of the Minister for Treasury and Resour ces regarding the 20 per cent
tax rate:

Given that the Minister has in the past said that20 per cent tax rate is sacrosanct, will heszdvi
what other tax model, if any, he also sees as sawod and what the logic is of including such an
item for possible amendment in the current GreqrePan taxation proposals?

Senator P.F.C. Ozouf (The Minister for Treasury and Resour ces):

| have been a strong supporter of Jersey’s longdstg 20 per cent rate of tax because of the
stability and the certainty that it brings the t&leand the reputational benefit it brings. In fdloe
mere proposal of changing the 20 per cent ratevoattracted headlines in tRénancial Times for

2 days last week. | am concerned and remain do-thad the Green Paper points this out - a
higher rate of tax could mean that higher earnetie Island would have a real incentive to move
elsewhere and that businesses and individuals waltetate to other places. Not the United
Kingdom but other places that we compete with afdckv would be a negative effect on the
economy. If this were to happen, and this woulgafall Islanders, not just high earners, that
would be bad. However, the option of a potenti@l @r cent rate of tax is included in the
consultation because the Council of Ministers wanhear what the evidence is, if that were to
happen. We want to hear from people and busingsaesvould be directly affected and what the
consequences would be. Only then would | be irositipn to recommend to the Council of
Ministers, and ultimately this Assembly, the bestyvto raise personal tax is to address the part of
the structural deficit that will need to be deaithnby taxation and in a way that is least damaging
to the economy.

3.17.1 Deputy M. Tadier:

The Minister started off by giving us a whole hos$treasons for why the 20 per cent tax rate
should not be changed; stabilitst, cetera. Then he goes on to say: “But we will nonetheless
include as one of the options ...” The first parthe question still needs to be answered, | elie
about what other elements of Jersey’s tax modeldwesees as sacrosanct.

Senator P.F.C. Ozouf:

Well | did not answer the question because | dothiok there is necessarily anything that | have
said in the past that should be sacrosanct. IDégguty wants to draw me out then clearly | think
that a 10 per cent rate for financial servicesommeathing that is very important - a tax neutrality
but the underlying business activities are very angmt; delivering tax neutrality in terms of
having a zero rate is our way of delivering tax tredity in the absence of double taxation
agreementst cetera. So if drawn, | can put other matters to the Adslg but it is the 20 per cent

| previously said is sacrosanct, so | have madeiewys known.

3172  Deputy T.M. Pitman:

The Minister used the word “evidence”, | believ&urely, |1 hope you would agree with me, if as a
very high earner | respond to this document and “$fiyou increase my tax | will leave.” That is
not evidence, it is just an opinion. It is juskfseterest. How can that be classed as evidewnith,
due respect?

Senator P.F.C. Ozouf:

Well of course as a member of Scrutiny | would imaghat Deputy Pitman knows what evidence
IS versus opinion. So | am very clear that celyaifor example, competitive evidence would be
clear, a clear statement that the jurisdictions$ ¥ compete against have absolutely no intention
of changing their 20 per cent tax rate and theyldvbe seeking to take businesses and jobs that we
would be charging a higher rate of tax. That wdwddevidence. A competitive landscape of other
international financial centres and what their pagposals would be, together with businesses, and
| have to say that businesses are pretty forthcgriminthe way that they can balance their own
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interest in the balance of the national Islandregeof Jersey. | welcome all of the comments that
have been made from the business community; | waerh to keep coming, keep giving me
information that we can base good decisions.

3.17.3 The Deputy of St. Mary:

On page 3 of the consultation document into privat@tion there is a table which shows that if
income tax is raised to the 30 per cent, econoffficiency and competitiveness would suffer a
negative result. That appears to suggest thaMihester thinks that people take these location
decisions of where to live entirely on the basisheftax rate and | wonder if the Minister - and ca
he answer this - has any evidence that people woolk and whether there are not other factors
which influence people’s decision of where to laed where to work, and has he and his team
done any research on the literature to study hawery people take the decisions of where to live
and work?

[16:30]
Senator P.F.C. Ozouf:

There are, as the Deputy quite rightly says, ofletors in location business - the quality of
regulation, the standard of living, the great restats, the fantastic place that Jersey is to live.
They are all compelling reasons why you would cdaméersey and you would attract business to
Jersey. But tax remains an important issue. Wkti@at as a result of th&inancial Times article,
which | will, subject to data protection and makisgre that it is all right to send around to
Members, | will send it round to Members, | knovathmany of our competitors drew great glee
from the statement that we were going to change26uper cent rate of tax. There were phones
buzzing in the City of London and elsewhere th&aively were saying that they would be better
locations in the longer term. There is a huge arhad evidence available to this, | hope the
Deputy is not as complacent as to think that jesialise Jersey is a fantastic place we do not need
to care about tax rates. It is an important comipetissue and we should be alert to it, but | am
listening to the consultation to see how far we pash tax rates to achieve the legitimate aim of
many Members to have a progressive tax system.

3174 Deputy G.P. Southern:

Is the Minister aware that one of his options is @reen Paper on taxation - the lifting of the
ceiling on social security contributions - effeetiy kicks-in around £43,000 and, therefore, impacts
upon those middle earners who are already hit byn2@ns 20. Will he consider, given that he
could raise £45,000 from lifting the ceiling altdiger, to removing the double hit by removing 20
means 20 from this particular sector of our eafhers

Senator P.F.C. Ozouf:

Deputy Southern confuses me because | just dommw kvho he thinks we can tax. | am afraid
that this Assembly has to understand that if yontwa raise £20 or £30 million of revenue then
you have to target the majority of the incomeM#&mbers want to propose - and | will give them a
working model because it is useful for decision imgk if they want to lift, as was said earlier in
guestion time, it is all right if the income taxses £150,000 or £200,000 for a married coupley the
the amount of revenue raised is going to be fa. |ékhere are no easy answers here. We have to
understand that it is not other people that payitag all of us and it is going to be affectiriglé
Jersey and no, we have had a debate about 20 B8anisthink 20 per cent rate of tax is a fair
amount of tax to pay and that is why we have waladr the allowances, 20 should mean 20 over
and above a certain limit.

3.17.5 Senator S.C. Ferguson:

| have referred earlier to the fact that thereaary 12,000 - 18 per cent - of the total, paying aa
the 20 per cent rate. Will the Minister issue samme basic information on that so that Members
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can understand that something like 37,000 people avh paying income tax pay in the marginal

rate, 12,000 pay in the 20 per cent rate and thenba of the 66,000 pay no tax at all because of
our high low exemptions. Will the Minister issus@mmary of these figures to Members so they
can understand the parameters within which we ar&ing?

Senator P.F.C. Ozouf:
| will try.
3.17.6 Deputy M. Tadier:

| am astounded, it is the Minister himself who hreduded this 20 per cent tax increase proposal in
his Green Paper and he tries to turn it round oasus$ we are the ones to blame. He has clearly
just stated that the one thing he sees as beimgssacct is the 20 per cent tax rate. So the duresti
is, why was it included in the consultation papad avhy were other elements which are not
sacrosanct, such as the absence of capital gaimsmtbinheritance tax specifically, are not incldide
in the tax proposal given that they are not saciSa

Senator P.F.C. Ozouf:

Obviously things have changed and the reality aefidg with a deficit means that we are having to
look at, and this Assembly is going to have logktla whole range of taxes. | would have thought
that the Deputy and supporters of higher rateaxofaould have said it is a good thing to hear what
the views of the public and business in competitass issues are and putting in the consultation. |
thought the Deputy would criticise me if we wouldtinave included in it. My views are known,
they are on record, but | have to be completelynapehear the views of the Island community,
which is something that many Members want to hbardvidence for. Capital gains tax: | am
afraid it is the same thing as just proposing &éigate of tax on incomes over £200,000. It sise
very little revenue for a huge administrative costundermines the financial services industry and
Deputy Tadier, if he wants to come in and have strtwrials on the reality of taxation and what
we could realistically raise, then he can comespwhd some time in the Treasury in the summer.
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