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COMMENTS

The Corporate Services Scrutiny Panel proposes —

* The States commence the payment of Parish Rat281i6 rather than the
original proposal to begin in 2017. As a mechanisifund the payment is still
to be identified, the payment should be met fromt®gency in 2016 — 2019
and the income figures in 2017 — 2019 removed.

The Council of Ministers strongly opposes this ameiment and urges States
members to oppose it.

Summary of Council of Ministers’ Comments
The Council of Ministers opposes this Amendmentlierfollowing reasons —

* ltis right that the States pay Rates on their eriogs, but it must be affordable
and funded sustainably, with the proper legal adgss changes required to
avoid the States simply paying more so that otlesarticular businesses, pay
less. Furthermore, it should be part and parcehafe joint working with the
Parishes to deliver the best services for Islandérs is why the Council of
Ministers has committed to pay Rates by 2017, giyust over 12 months to
deliver this change, as part of an overall, seasdnd considered package.

* Proposing to fund the payment of Rates out of thenfllion of provisions for
unforeseen and unexpected events such as stormgeaamal emergencies
already represents only 1% of expenditure, and nedluce considerably the
ability to respond to such events.

Background

It is broadly accepted that the States should patgdR0n its property portfolio, so that
it fully understands the cost of its property politi and does not have a competitive
advantage vis-a-vis the private sector. Howeveis important to remember exactly
what the Council of Ministers outlined when theyceuted the Connétable of
St. Helier's amendment to the Strategic Plan, ngmel

“To support this, the Council of Ministers will pridle in the Medium Term
Financial Plan for the payment of Rates, shouls @mmendment be accepted.

In recognition that this must be funded, the Medibenm Financial Plan will
also include additional income to support this pagtn This will be brought
forward to the Assembly for separate approval asgian overall package for
the funding and provision of municipal serviceswill seek to do this in close
co-operation with parochial authorities. It follotist the payment of Rates will
be contingent on the identification and approvaihi$ income stream, and an
agreement for the fair and reasonable funding dfidiemt and effective
provision of municipal services”.

Page - 2
P.72/2015 Amd.(12)Com.



Detailed Comments

The basic work to enable the States to pay Rated®é&en undertaken, with the Rates
assessors having reviewed States properties. Fudhe, the Rates Law can be
amended by Regulations such that the exemption helthe States can be removed
quickly. So, the States is reasonably well placeplty Rates, which is positive news.

However, more time is needed for such a major ohandpe made, if we are to avoid
large unintended consequences, such as changifgtas paid by others, and if we are
to deliver on what was agreed in the Strategic.Plan

While the exemption for the States can be removwe&dégulations, and therefore in
time, just, for 2016, a primary Law change woulsbabe needed to avoid the States at
the same time becoming liable for the Island-wid¢eRThis will take longer, and if is
not done, the level of Island-wide Rates paid theonhon-domestic ratepayers would
be reduced. If this is not done, the States woalgdying for a reduction in the Rates
of businesses, ironically by making a payment gelit Putting aside the issue of the
States becoming liable for the Island-wide Rate mwtthg with thought this could be
fixed — the States becoming liable for Parish Ratedd also result in reduced Rates
bills. While these are matters for the Parisheselgupotential shifts in fiscal burdens
across the Island deserves more thought?

Furthermore, the Strategic Plan is very clear plagiment of Rates should be part of an
overall “new partnership” with the Parishes, topsa the most effective and efficient

municipal services possible. These improvementd brian opportunity to strengthen

the role of the Parishes in our society — providngre money, supporting better

services for residents. This will take time, angexting this “new partnership” to be

concluded by 2016, such that the States can sgimg Rates in line with the agreed

position in the Strategic Plan, is unrealisticti®¢ least, opportunity should be provided
in 2016 for this work to advance.

In accepting the amendment to the Strategic PranCouncil of Ministers was also
clear that the additional costs should be fundedhdigitional income. This seems a
simple principle. The public purse needs to be entigt balanced, and simply relying
on contingencies to fund greater commitments isaagdrous strategy. A more
sustainable funding model is needed, and it isalistes to expect this in 2016. Finding
a mechanism by 2017 is also challenging, but &t leéaives an opportunity to think
through all the potential options and associatedes.

There are also administrative implications of eciuhange — the States is not ready to
process a large number of returns on individuaperties and needs to work with the
Parishes on a bulk return mechanism, otherwise Weneed more staff to simply
process returns and notice of assessments.

Finally, should the additional income source nofudky in place by 2017 and the “new
partnership” not be in place, it would still be ttase that the MTFP provides that Rates
will be paid by 2017. The MTFP itself cannot limcome to expenditure — this is simply
the basis on which this change is supported by thencil of Ministers.

The Council of Ministers therefore commits to wargiwith the Parishes to explore
these issues in depth, and asks that this chang# izished through with inadequate
thought, and the risk of unintended consequencaticplarly as change is already
scheduled for 2017.
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Contingencies

The Corporate Services Scrutiny Panel propose£ ihaillion is removed from Central
Contingencies in 2016.

Principles of Contingencies

» Contingencies provide an important part of theiligity within the MTFP. They
provide short-term resources for unexpected events.

* Contingencies should not be used to fund recursipgnding, only to provide
temporary funding until a permanent re-allocatibfuoding is agreed.

» Contingencies also provide a buffer for more vtdatireas of spending, such as
social security benefits. These areas, termed #gnusanaged expenditure
(A.M.E.), are extremely difficult for departments forecast and manage, and so
central contingencies are provided in additiorhtmse held in departments.

» Allocation of contingency funding is closely mandgthrough the Council of
Ministers and Minister for Treasury and Resourcagproval. The allocation
process is part of Financial Directions.

* Adequate contingency provisions are an importarttqfathe overall flexibility in
the MTFP to help deal with the scale of changeraf@'m that is needed.

» A fundamental principle of contingencies is thaéythshould not be used to
permanently fund recurring items of expenditurd,bdmiused primarily for one-off
unforeseen events.

* The proposed Amendments to the MTFP seek to rerB2\@3 million in 2016
from Contingencies, which if continued as propoiedthe period of the MTFP
would amount to over £11 million.

Contingency Provisions

* The Council would highlight that, although the 2Qd®vision for Contingencies
amounts to £37 million, it is very clear from th& WP Report (Section 9) that this
includes a number of specific allocations.

* The provision for the actual annual contingenayrily £7 million. This is made up
of —
o £5 million or 1% for total States general departhexpenditure, and
o £2 million or 2% for Social Security benefits.

This is far from a generous allocation.

* The balance of the £37 million is made up of —

o0 £10 million for Redundancies,
o £5 million for Economic and Productivity Growth fiiaitives,
o £7 million for Restructuring projects to supportiRc Sector Reform,
0 £4 million for the Independent Jersey Care Inquaryd
o0 £4 million provision for pay and pensions proposals
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» These additional provisions for the IndependendeleCare Inquiry, Redundancy
and Economic and Productivity Growth initiativese gproposed as part of the
Contingency Allocation only to provide appropri@g@vernance and control over
the allocation of this funding.

 The Council of Ministers would also want to highiigthat these additional
provisions are primarily funded in 2016 from trarsffrom the Strategic Reserve,
and does not therefore believe it would be appatgrio use this funding for the
purposes proposed by the various amendments afjeCantral Contingencies.

Financial implications

The financial implications of this Amendment areinm@rily an increase in the
expenditure budget (allocated to Jersey Propertidinigs) and a reduction in the
contingency allocation, and therefore the flexibilvithin the MTFP and in particular
the expenditure allocations in 2016. Taken alomés tAmendment amounts to
£1 million from Contingencies in 2016, but togethesth similar proposed

Amendments (11), (13) and (14), the central cosmtirny could be reduced by almost
£3 million in 2016.

As the Council of Ministers has explained, the gipte of taking funds from central
contingency would have a significant effect on itbéliky and provision for risks on
expenditure in 2016. The combined effect of theppsed Amendments represents
£3 million out of the £7 million Contingency Allotan, which is not specifically
allocated in 2016. This would leave department egjgare and social security benefits
(A.M.E.) significantly at risk during 2016.

The second part of this Amendment also seeks toveltine sustainable mechanism for
income from 2017 — 2019, and the CSSP indicatéshisashould be replaced by further
reductions to Central Contingency of £1 million panum from 2017 — 2019. In total,
this Amendment removes £4 million from Central Qugncy Allocations, which will
significantly affect the flexibility and risk to lesér expenditure allocations within the
MTFP.

Together with the other proposed Amendments, thiddcamount to a reduction to
Central Contingency Allocations of over £10 milliower the period of the Plan.

Until the review has been undertaken, it is notsiide to quantify the impact on
resources required to manage the significant isereavolume of Rates assessments to
be processed within the statutory deadlines. Howeatea paper-based process for
issuing Rates information by Parishes to the Stasains, it is likely that
supplementary staff resources will be required.
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