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COMMENTS
Corporate Services Scrutiny Panel proposes that —

Members have the ability to vote on the States mdib@re for each of the years
of the MTFP 2016 — 2019 separately, rather thaandgear plan.

The Council of Ministers strongly opposes this amatment and the associated fifth
amendment and urges States Members to oppose thisoPosition.

Summary of Council of Ministers’ Comments

» The proposed amendment put forward by the Corp&ateces Scrutiny Panel
attempts to undermine the principles of the Meditenm Financial Planning
process approved by the States Assembly in 2015@maborted by the Fiscal
Policy Panel (FPP).

* The content and format of the draft MTFP 2016 -281n line with the States’
decision of 16th June 2015 on P.42/2015 as ameadddsupported by the
Corporate Services Scrutiny Panel.

* This amendment offers no alternative to the fistedtegy proposed by the
Council of Ministers nor the expenditure levelsiud Council of Ministers, it
merely asks the States to vote for or against Wleeatl expenditure figures for
2016— 2019 put forward by the Council. Without the @rehing income and
expenditure levels there is no States’ plan tandimbalanced budgets by 2019.

* The Panel appear to be advocating an approach wfielets a retrograde step
which could see a return to an annual planningecydlich is an approach that
this Council cannot support and which would nosbpported by the FPP.

* The Council of Ministers’ Medium Term Financial Rlaas been developed in
accordance with the recommendations from the inudg®t Fiscal Policy
Panel.

Background

The Council of Ministers has been open and tramspan its approach to the second
MTFP process and Ministers cannot understand tla@geh in direction behind the
amendments by the Corporate Services Scrutiny PahelPanel were consulted with,
regarding the changes to the Public Finances (dersaw 2005 amendment
(P.42/2015 — Draft Public Finances (Amendment ok INo. 2) (Jersey) Regulations
201-), and the Treasury in recognising their comgerorked with the Panel to produce
a more acceptable approach. This resulted in aefnaork for the Council to work with
through the production of the draft Medium Termdfiaial Plan for debate by the States
Assembly. Not only will this amendment undermine ghinciples of the medium term
financial planning process approved by the StateseAbly in 2011 and supported by
the independent Fiscal Policy Panel, it will alegate the purpose of the amendment
to the Public Finances (Jersey) Law 2005.
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Public Finances (Jersey) Law 2005 — amendmenfP.@42/2015 — Draft Public
Finances (Amendment of Law No. 2) (Jersey) Regubats 201}

The Council of Ministers has developed and put fothits draft MTFP for the period
2016 — 2019 completely in line with the informatiocluded in P.42/2015 as amended
(copy of the approved amendment to the Public FEiesn(Jersey) Law 2005 is
attached — this incorporates amendments to theegsgout forward by the Corporate
Services Scrutiny Panel themselves).

(For clarity, the Corporate Services Scrutiny Panelvn amendments restricted the
amendment to just the 2016 — 2019 MTFP, with aireqent that any outstanding
detail on years 2017 — 2019 would be lodged, fariramum 12 week period, no later
than 30th June 2016.)

It was made very clear in the covering report whthdraft Regulations and in the speech
made by the Assistant Minister for Treasury andoReses (who acted as rapporteur for
the proposal) what the States would be debatitiggMTFP 2016 — 2019 and what the
States would be asked to approve —

» Total States’ income targets for each year 2016192
* Total maximum expenditure allocation for each y2@it6 — 2019;
* Total net capital allocation limits for each ye@18 — 2019; and

» Department spending limits, central contingensasijngs and other measures
for 2016 only;

» Departmental revenue spending limits for 2017 -92@aduld be brought back
to the Assembly in 2016 no later than 30th Juné2@ivas clear that the draft
MTFP would, however, include the high level intetidttecome and expenditure
figures for these years which would require Stagggroval.

The Minister for Treasury and Resources highlighted this would “afford the Council
and the States time as well as flexibility to cdesj consult and analyse how the
financial challenges faced by the States shouladakessed. The Council were rightly
extremely conscious that the original concept ef tiedium term financial planning
process should be retained and to ensure thatcialaoontrol and discipline are
maintained”.

It is interesting to note that Hansard recordstiaChairman of the Corporate Services
Scrutiny Panel (Deputy J.A.N. Le Fondré of St. Lemae) commented that —

“On that basis, (being that the amendment would @piply to the 2016 — 2019
MTFP and that the MTFP addition would be lodged dominimum 12 week
period by 30th June 2016) | am very happy to bestmg the Regulations
(P.42/2015) as amended by our (CSSP) amendmemesced.”

There were only 2 States Members who are recordespeaking during this debate
(Assistant Minister for Treasury and Resources puDeT.A. Vallois of St. John, who

acted as Rapporteur; and the Chairman of the Catgp@ervices Scrutiny Panel —
Deputy J.A.N. Le Fondré of St. Lawrence); and tiveeee only 3 States Members who
voted against the draft Regulations (Deputies Gdrithern of St. Helier, M. Tadier of
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St. Brelade and S.Y. Mézec of St. Helier), withratmbers of the Corporate Services
Scrutiny Panel voting in favour of the proposals.

There are fundamental changes needed within theopats for public sector reform
and reorganisation over the next 4 years. The parpbthe amendments to the Public
Finances (Jersey) Law 2005 proposed in P.42/20K5tavgrovide the time for this
detail to be worked through. The MTFP Addition isaaintended to provide time to
consider the impact of the changes on public sesvamnd also the distributional effect
of the whole package of measures.

The Council of Ministers could have considered sional budgets for departments
for the years 2017 — 2019 ahead of the detail bemfged through and proposed these
allocations in July 2015.

However, Ministers did not feel this was approgria¢cause of the scale of change that
was likely to be required by Ministerial transfarce the detail of 2017 — 2019 was
known. This approach would have undermined theeStatecisions and put budget
setting in the hands of Ministers — something wi&SP has criticised previously.

Instead, the Council of Ministers proposed the aime&nt to the Public Finances Law
(P.42/2015) to enable the detail to be explainedhto Assembly in an open and
transparent way in the MTFP Addition with approt®idetail.

States Strategic Plan — Corporate Services ScrutinfPanel amendment for
“Sustainable Finances”

The draft MTFP sets out the States’ overall tax speinding envelope for the next
4 years and departmental expenditure limits for620he Council remains committed
to placing Jersey on a path to fiscal balance aratldressing any structural deficit by
2019 in line with both advice from the Fiscal Pglitanel and with the States’ own
“Sustainable Public Finances” Strategic policy adrby the States in only April 2015.

Indeed, it was the Corporate Services Scrutiny Réeenselves that brought forward
the amendment to P.27/2015 (Draft Strategic Pla®2@®018) to establish “sustainable
public finances” as the first priority.

Without the overall targets for States income aotdltexpenditure levels, the States
would no longer be approving a clear plan for bedéahbudgets or sustainable public
finances by 2019.

Medium Term Financial Planning and Fiscal Framework

Jersey is facing similar issues to many advancexhauies — an ageing society,

intensifying global competition, rapid technolodiaad environmental change. Advice

from the States’ Economic Unit and the Fiscal Bolkanel states that: “By setting out
the fiscal framework it is anticipated that a clesrd transparent decision-making
process will help lead to fiscal decisions thatparpthe Island’s economic objectives

and underpin medium-term fiscal sustainability heTStates must continue to plan and
react if Jersey is to remain a competitor in trebgl market. The overall expenditure
limits for 2016 — 2019 put forward in the MTFP rgotse the importance of these

factors.
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R.102/2014 (Updating Jersey'’s Fiscal Framework)dadsby the Minister for Treasury
and Resources, highlighted the importance of the=RiTvhich had ensured much
greater focus on the medium term and led away &onual business planning, and had
contributed to an improved fiscal framework forssr.

The States’ Economics Adviser and FPP have stagdt developing the latest update
to the Fiscal Framework (R.107/2015 — Fiscal Fraorkwfor the Medium Term
Financial Plan 2016 — 2019 and beyond), it is irtgodrto take account of international
experience that suggests strong and resilientl fisomameworks have the following key
components —

* Numerical fiscal rules
* Independent fiscal institutions

* Medium-term budgetary frameworks: where the hori@bfiscal planning is
extended beyond the annual budgetary timetableedlatts the impact of past
and new policy measures

* Budgetary procedures.
The European Commission even advises that —

“The reform of these elements, namely numericaésuindependent fiscal
institutions, medium term budgetary frameworks &udigetary procedures
should be regarded as a single process. All thesa firrangements are closely
inter-connected, and the functioning of one of tredfacts the working of the
remaining elements. Partial or fragmented reformssally fall short of
providing the needed improvements.”

The Council of Ministers believes that the formad @ontent of the MTFP rightly takes
into consideration all of these factors.

The Council of Ministers has been clear throughbetdevelopment of this MTFP that
it will bring back full details of departmental expditure proposals for 2017 — 2019 in
the MTFP Addition which will be lodged by 30th Ju2@16. States Members will then
have the opportunity to consider these proposalsdacide if they are able to support
the Council of Ministers’ expenditure plans.

The Council is fully aware that the expenditureitgset for 2017 — 2019 in the MTFP
will require difficult decisions to be made acrdbe States, which will transform the
Island’s government and enable money to be redideitom current budgets to invest
in States’ approved strategic priorities.

Advice and input from the States Independent FiscdPolicy Panel (FPP)

The Council of Ministers has consistently consulteih, and considered the
independent advice provided by, the States indegrgniiscal Policy Panel and has
been keen to ensure that it fully considered, an#d bn board the recommendations of
the Panel that the 4 guiding principles for figgalicy should form the cornerstone of
the MTFP 2016 — 2019. These being —
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i. Aim to balance the budget over the economic cycle;
ii. Aim to ensure long-term fiscal sustainability;

iil. Adopt a practical and realistic assumptions fourfettrends in income and
expenditure; and

iv. Include flexibility within a clear framework for enditure.

The Fiscal Policy Panel has commented “The Panehsdalers that their four guiding
principles have been followed during the developrefithe draft MTFP”.

The Council of Ministers believes that the draft M it has put forward reflects the
advice and input received from the FPP, who has&ated that they are encouraged
with the approach taken by the States in medium ferancial planning terms.

Summary of Comments on the proposal by the Corporat Services Scrutiny Panel
(CSSP)

The Council of Ministers is keen to highlight ttethough the detail on departmental
revenue expenditure allocations (including growtld aontingency) is omitted for the
years 2017 — 2019 from the draft MTFP, the way hicl capital expenditure and
income is proposed is in line with the MTFP procgsgsroved by the States in 2011 and
included in the Public Finances (Jersey) Law 2005.

The Council is disappointed that the CSSP has dfaite offer any constructive
alternative to its proposals and would have hopidcbuld have been put across as part
of the amendments under P.42/2015 — the Panel mppdse merely attempting to
undermine the fiscal approach put forward by tharcd.

The Panel appear to be advocating an approach wdiigltts a retrograde step which
could see a return to an annual planning cyclechvts an approach that this Council
cannot support and which would not be supportethey-PP.

It is interesting to note then when reviewing thigioal Law amendment introduced in
P.42/2015, the CIPFA Adviser to the Corporate $ewiScrutiny Panel had some
reservations regarding the 2-part approach —

“We had some initial reservations around this pregb- “running a four year
MTFP based on only one year of detail and threes/eh control totals with
no reasonable detail for these three subsequemsyeauld negate the benefits
of the MTFP and significantly reduce its utility.”

But in his most recent report to the Panel the selvcomments —

“However, notwithstanding the impact on the MTFPfuy acknowledge the
rationale for the amendment (the revised planniogkwo restructure services
would be insufficiently advanced by the time of thquired submission)
although we recommended that such a change bestinit a ‘one off’ event
with a strict time clause on the amendment beirgieg.”.

L CIPFA — Corporate Services Scrutiny Panel — Reviéproposed amendment to Public
Finances (Amendment of Law No. 2) (Jersey) Regutat?01-
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Financial implications

The Corporate Services Scrutiny Panel has not ifcehtany financial implications
arising from their proposal. However, the CoundiMinisters strongly believes that
the consequences of not approving total expendiiongs for 2017 — 2019 and
therefore not providing a financial framework andear path within which the States
can plan ahead, puts at risk the plan to retubatanced budgets by 2019.

This is detrimental to the aims of the Fiscal Frawond, the first priority of the Strategic
Plan for sustainable public finances, the Stategh dResource Principles and the
recommendations of the Fiscal Policy Panel.
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APPENDIX

P.42/2015 — Draft Public Finances (Amendment of Lawo. 2) (Jersey)

Requlations 201-

8A  Medium term financial plan for 2016 to 2019 — shsequent approval of
certain net States expenditure

(1)

(2)

3)
(4)
(5)

(6)

The draft medium term financial plan for theafncial years 2016 to 2019
need not seek the approval of the States to adngr of the amounts
described in Article 8(2)(c) and (d) for the secamdany subsequent
financial year to which the draft plan relates.

If such amounts for the second or a subsediranrcial year are omitted
from the draft medium term financial plan for theahcial years 2016 to
2019 —

(a) the Council of Ministers must prepare a drdttigon to the medium
term financial plan that would add the amountdh®rnedium term
financial plan for that year (a “draft addition™);

(b) adraft addition may add amounts for one orenforancial years;

(c) Articles 8, 24A, 24B and 24C apply, with any caessary
modifications, to the preparation of a draft additas they apply to
the preparation of a draft medium term financiaipl

(d) adraft addition must be lodged no later thétnJune 2016.

Subject to paragraph (4), only the Council ahisters may lodge a draft
addition.

The Council of Ministers may agree that a deaftlition is lodged by the
Minister.

Where a draft addition is to be lodged by thimiMer, the Minister may
lodge the draft addition and a draft budget aspyoposition.

The minimum lodging period that applies to aftimedium term financial
plan shall also apply to a draft addition (whetloeiged by the Council of
Ministers or, in accordance with paragraph (5)tHeyMinister).
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