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[10:36]

Deputy S.G. Luce of St. Martin (Chairman):

Okay, Minister, thank you for coming with your tearham sure you are all aware of
the rules and regulations regarding no phones aad/leody behaving properly. If
anybody needs to leave, can | ask them to do slgand we will just kick off very
quickly just running around the table for the tap@am Deputy Steve Luce, Chairman

of the Economic Affairs Scrutiny Panel.

Connétable S.W. Pallett of St. Brelade:
Steve Pallett, Constable of St. Brelade.

Connétable M.J. Paddock of St. Ouen:
Michael Paddock, Connétable of St. Ouen.

The Minister for Treasury and Resources:

Senator Philip Ozouf, the Minister for Treasury &ebsources.



Assistant Minister for Treasury and Resources:

Deputy Eddie Noel, Assistant Minister.

Director of Tax Policy:

Director of Tax Policy.

The Deputy of St. Martin:

Thank you very much indeed. Minister, we are his morning because we are
investigating the possible setting up of an aitcredistry in Jersey, Guernsey or the
Channel Islands and tax has been a big issue fonyung to work out competitive
advantages and things like that. Could you judhe@outset, give us your knowledge
on what benefits or exemptions that we have whiehcan apply and transfer to an

aircraft registry were we to set them up?

The Minister for Treasury and Resources:

Okay, well, the current treatment of aeroplaneshictv I am sure you have been
briefed on and we can get you a note - is that ceroia aircraft are zero rated for
G.S.T. (Goods and Services Tax) purposes. No Gapglies to them or to many of
the services supplied in connection with them.vda aircraft are subject to G.S.T. at
the standard rate of 5 per cent. A “private aittrdefinition is something that | am
told is designed and adapted for recreation pugpase weight of less than 8,000
kilos and is not operated by an airline for inteéioraal routes and we changed that
definition extending this scope in the 2012 buddeh the economic benefit side, first
of all, I welcome the fact that you are doing tresiew because if your conclusions
are that this is a good idea for Jersey, then weasury and Wendy Martin as Head
of Tax Policy, will then fall in behind and we willut the necessary resources in to
analyse and to deliver what a competitive offeriagJersey should be. Obviously,
we are aware that there is a difference betweeseyesind Guernsey in terms of
G.S.T. We would need to maintain competitivene¥®u will know the hard line
that we have taken on G.S.T. that there are no ptiens and we keep is simple. |
think there can be if there is a economic compgléase to do some further review
about G.S.T. applicability to aircraft but we netdknow the analysis that this is

economically beneficial and we will basically faillbehind.



The Deputy of St. Martin:

If we went down the road of a Channel Island regjs¥linister, but the register was
based in Guernsey, would a Jersey owner who registeis plane in the Channel
Island registry but signed the documentation in r@sey ... would that make him
applicable for G.S.T.?

The Minister for Treasury and Resources:
| am jolly pleased that | have brought my Assistihnister and the Head of Tax

Policy, because both of them know far more abogitigtails than | do. Wendy.

Director of Tax Policy:

No, if it falls within the definition of a privataircraft, as the Minister has just
defined, if it is a Jersey resident who keeps Hane ... well, he registered it in
Guernsey and kept it in Guernsey and did not bitimgto Jersey, there would be no
G.S.T. applicable to the purchase of that planaryr services that were carried on
outside of Jersey. If he imported that plane owgttang other than a temporary
importation basis, which is not tightly defined hsita short period of time as agreed
with customs, then he would be liable for G.S.T tlom importation of that aircraft if
he had not owned it for more than 6 months.

The Deputy of St. Martin:
Well, would that apply to anybody then. Anybodyanik purchasing a plane and the
plane is not permanently here and the registratvas done outside the Island in

Guernsey, they would not pay G.S.T. on the purchase

Director of Tax Policy:

Well, a non-resident is not liable to G.S.T. on fiane anyway so if it is a Jersey
resident, absolutely, and so even under the curubed, a Jersey resident acquiring a
new plane is almost encouraged to keep the platsdeuof Jersey because of the
G.S.T. liability.

The Deputy of St. Martin:



What exemptions do we have in place at the monmntukel or things like that for

boats?

Director of Tax Policy:
For boats, | have to say | do not know. | havelooked at that but that is something

we would need to consider.

The Minister for Treasury and Resources:

Chairman, | think you know the answer to that guest We have got a tax policy on
dealing with income tax and G.S.T. If you are itadkabout the duty on the fuel, we
have agreed that we would not levy road duty onimeduel and rather we came to
an agreement with E.D. (Economic Development) thay would seek to recover a
proportion of the duty that you would raise by eotleharging mechanisms and
efficiency mechanisms within E.D. and after hawigjted Gorey Harbour on a spot-
check a few weeks ago to see whether or not oucypwlas working, | was very
pleased to see that there was lots of incomingdirérade coming in benefitting our
economy. We will always look at these issues. yTdre politically sensitive but we
will always look at them but we have obviously gotmaintain the integrity of our
duty and G.S.T. systems here. But we will alwagklat them but we want to know
what the economic benefit is and we need the aisalydve done. | do not understand
- because | have not been close to it - why tlsisaf aircraft registry has not moved
faster. | am not criticising. | just genuinely dot know. We have a huge agenda of
work to do in the Treasury, as | am sure you knoWe will respond when a
conclusion is made but we need that conclusioretmbde. If the analysis has been
made, if you agree with that, then we will respamdl we will respond as quickly as
we possibly can and we will give the most carefuhsideration to ensuring that the

competitiveness of Jersey, as of the other congpstiis secured.
The Connétable of St. Brelade:
It would be fair to say that, at the present tiled). has not put their business case to

you.

The Minister for Treasury and Resources:



No. We have not done any tax work on this but veepmepared to do it and we will

commit to do it and | have discussed with Wendy qusthe way, and Eddie that your
review is very important and is helpful to actugblpgressing matters because if you
conclude that this is what we should be doing ari?l Eoncurs, the sooner we know

it, we can deploy resources to look at it and Watld be a fair thing to say, Wendy.

Director of Tax Policy:

Yes, | think that is right. We have already stait@oking at what the issues might be.
We have not done a lot of the detailed work yetibistsomething that is on our work
plan to start looking at. We have identified wia issues might be and whether we

can resolve them.

The Connétable of St. Brelade:

How long have you been looking at it because itrsgd think for all of us, that the
G.S.T. issues and the tax issues is one of therrmajmbling blocks to moving this
forward? How long have you been looking at it &oav far have you drilled down in

to the issue?

Director of Tax Policy:

It has only been a matter of days and weeks ankdawe not started drilling down in
to the issues. We have identified what the issught be but we have not got full
information on what the registry is likely to prde. What service are we likely to be

providing and ...

The Deputy of St. Martin:

Would it be fair to say, Minister, that your depaent has not been approached for
any detailed advice as to whether this idea wasggi run or not?

[10:45]

The Minister for Treasury and Resources:
Well, politically, that is the case and, officiglyat is the same thing.

Director of Tax Policy:



It is, yes.

The Minister for Treasury and Resources:

| am not making excuses for the Treasury but weelewassive agenda. Wendy's
team is a team of 3 and we can keep that teamfbudlye next 10 years. We need to
have the priorities from departments set about ity are trying to achieve and if
that is given a high priority, we will respond. Whell also deploy additional
resources by ... | do not know the extent to whagternal assistance could be used.

We will do whatever we are asked. That is whatwe

The Connétable of St. Brelade:
One of the criticisms made by some of the airargfresentatives this morning was
slow government. Do you think that potentiallystgl going to be an issue because |

think some of these things need to move on faivigk]y?

The Minister for Treasury and Resources:

Connétable, not under Deputy Noel and my watch.dolnot think that slow
government is something that | recognise we malest look at the work programme
of what we have delivered in the last 4 yearswdfare asked to deliver something,

we will deliver it.

The Connétable of St. Brelade:
Glad to hear it.

The Minister for Treasury and Resources:
We have put in place under our political managena¢nfreasury ... we have got a

Tax Policy Unit and the Director of Tax Policy didt exist for ...

Director of Tax Policy:

Eighteen months ago.

The Minister for Treasury and Resources:
Eighteen months ago. So we recognise the neegbfmit tax collection and efficient

tax collection but also the deployment of resoutoedeal with tax policy and that is



why Wendy and her team asked the States for moreeynoWe have done it and we

have got that fantastic team but, again, all wa&ds to be prioritised.

The Deputy of St. Martin:
| know you said the Guernsey Minister for Treasand Resources is here today.
Have you had any discussions with him previousttay since his election? How do

you see moving forward with Guernsey in the newt years?

The Minister for Treasury and Resources:

On what basis?

The Deputy of St. Martin:

On legislation and on tax harmony and things |iet.t

The Minister for Treasury and Resources:
Deputy Noel and I, | think, have been very encoedapy the new Minister for

Treasury and Resources.

Assistant Minister for Treasury and Resources:

We had a meeting in Guernsey a few weeks ago. &Ve had a meeting today. We
met with the Minister for Guernsey yesterday ad aetl there is a new environment
now where we hope Jersey and Guernsey are goiog &oting more closely together

on a whole range of topics.

The Minister for Treasury and Resources:

Without straying into other areas, we have agreedesTreasury driven ideas, all the
Chief Ministers who are going to be seeing eaclerott the British-Irish Council
tomorrow so we are pushing on the Comprehensivexdiipg Review and we are
pushing on co-operation. We think the Treasuraes act as a catalyst. Do we think
that there is always going to be a competitive fglayween Jersey and Guernsey?
Yes, but where one plus one equals 3, it maked smase. | am completely
ambivalent as to whether or not the registry igensey or Guernsey. | just do not
mind. | want to know what the economic benefitlad registry is versus the services

that would play off the registry but | do not knowhat analysis is not done within



the Treasury but we have certainly a very strongperative stance with Guernsey
and might | also say that | am aware that my forroglfeague, now the Chief
Minister of the Isle of Man, has obviously been mgkbig strides in the area of
aircraft registry and from a personal point of vidvgat some of my winter holidays
watching Isle of Man registered plane after IsléMain registered plane come in and |
wondered why that was not the case in the Charstethds or Jersey but | do not

know enough about it. It is easy to make thes@l&points.

The Connétable of St. Brelade:

But there are other offshoots obviously. It is pat the actual buying of the plane
and the G.S.T. issues involving that. There argauisly G.S.T. issues involving, for
example, insurance which, in the Isle of Man, izated. Can you see that type of

zero rating being extended to those types of sesvicthe business case was put?

The Minister for Treasury and Resources:

| am always very cautious in committing to that bfitourse if it is in the economic
interest of Jersey, what we want to do with ournecoy. We work hard on
maintaining our competitiveness in financial seegic We are diversifying it
geographically from a product-wise point but we dbdonot have, to coin the old
phrase, all our eggs in one basket. We shoulcekirgg to diversify other sectors of
the economy which is why we have made the investnmeigabit. We think the
digital economy is important domestically and franservice offering in the longer
term. We think that we should be looking outsitietaer sectors. | understand that
registries will drive business. Well, let us gatwith it. Let us do it. Certainly from
the airport’s point of view, you will be aware we dave an ongoing relationship with
E.D. because of the future structural change ofttgort. | think Eddie and | share a
view that the airport would be better incorporat®® per cent state owned, let me be
absolutely clear, but we think the governance’s ehaad the speed to react would be
faster within an incorporated state owned entitp@sosed to a political body. We, at
the Treasury, operate the shareholding functioalladtilities. The airport and Ports
of Jersey would become a utility and we would manigt relationship on behalf of
taxpayers and we would push the Ports of Jerseyvandould push them to exploit
their land resources. We would push them to dellternative streams of income in

order to make sure that our landing fees are catiygeso | warmly welcome - and



Deputy Noel is involved in some of this - the newtiatives that Property Holdings
are now involved in in the airport because, cleathere is potentially lucrative
business for Jersey. We want to attract more hghworth economic players into
Jersey. Would those individuals have a requirerf@mprivate aircraft in a way that
perhaps there has not been in the past? We needki® sure that Jersey Airport has

got the capacity to serve that domestic marketgast standalone issue.

The Connétable of St. Brelade:
There is also a danger there as well | think thate may seem to be some unfairness

if we are exempting certain groups of people frartain ...

The Minister for Treasury and Resources:

That is exactly why | was cautious.

The Connétable of St. Brelade:
That is where the danger may lie.

Assistant Minister for Treasury and Resources:
Do not forget that the Isle of Man V.A.T. (Value ded Tax) system is very, very
different to our simple low-value G.S.T. system wvéheve have very few or no

exemptions. We are not comparing apples and apples

The Connétable of St. Brelade:
No, and | accept that.

The Minister for Treasury and Resources:
All 3 of the panel members, you are very welcom& neembers to the States. We
have had long and difficult discussions about G.8nd so | am very cautious about

anything that is moving away from the principletthiit moves, you tax it.

The Connétable of St. Brelade:
Yes.

The Minister for Treasury and Resources:



It is better to re-distribute the revenue from &&.T. in other ways but we will look
at it because we have to maintain competivenesg. d8 | understand the way that
V.A.T. works in the E.U. (European Union)? | dattioink | do and | do not know
whether Guernsey has thought through - they may ltlbne so - how their own
absence of G.S.T. is going to be treated within Eig. in terms of landing. |
understand that there is a different treatment oA. V. in the U.K. (United
Kingdom).We are not part of the E.U. Thereforey;, ‘Guinimum V.A.T. level of 15
per cent” is not permitted within the E.U. singlanket.” How does that work? What
is the economic offering that Guernsey has gott dsG.S.T. play? Is it a location
play? Is it a tax neutral play? | do not know whas. Once we know what the

competitive advantage and the opportunity for Jeisehen let us go for it.

The Connétable of St. Brelade:

The competitive advantage in Guernsey might exigha present time but | think
they have got their backs against the wall to sdegree with the black hole that they
sought to fill so, presumably, that competitive @agay erode somewhat if they had

to go down the G.S.T. route.

The Deputy of St. Martin:
Well, | think that is supposition.

The Minister for Treasury and Resources:

| would not even start the debate about tellingr@sey what to do.

The Connétable of St. Brelade:

No, absolutely not.

The Minister for Treasury and Resources:

But there could be problems.
The Deputy of St. Martin:

If we could move to something now called the Cape/ Convention, Minister. | do

not know if you are aware of it.

10



The Minister for Treasury and Resources:

| am afraid | have not had sight of it but | haveddficial here ...

The Deputy of St. Martin:
It only came into being in 2006. You do not needé¢ overly concerned. It mainly

concerns aircraft and if Constable Pallet could fsk ...

The Connétable of St. Brelade:

It is just on a general point really. Obviouslpuyare going to be very aware of and
very protective of Jersey’s intentional reputatiomhe Cape Town Convention, in
many ways, safeguards banks and those leasehdbddrsvest in aircraft. If you
sign up to it, anybody buying or leasing aircréfie first call on that, if the business

was to go bust or go into voluntary liquidatiore first holder of the ...

The Deputy of St. Martin:
The first call on it.

The Connétable of St. Brelade:
The first call would remain with the bank and teaems as a benefit to anybody that
would lease or buy aircraft on a Channel Islandsteg | presume that is something

that you would support if it seemed to be inteaily the right way to go.

The Minister for Treasury and Resources:
Yes, | am speaking completely unsighted.

The Connétable of St. Brelade:
| was up until 2 days ago.

The Minister for Treasury and Resources:

Yes, the default position ... and, obviously, theie€ Minister's Department and
Treasury are looping on this stuff all the time.e \db not want activity in Jersey that
IS going to impair our reputation. Jersey madehaice to be a quality financial
services jurisdiction. Yesterday’'Emes article on tax is interesting because it is

about a pretty shoddy U.K. tax based organisatiwat happened to be using,

11



unfortunately, a Jersey entity. It is for the Uid. sort that out. We do not want
anything that would detract from Jersey’s reputago the default position is what is
the Intentional Convention, and we will match i¥We do not want substandard
treatment in any area. That is the default pasitiot, again, the devil is in the detail.

Assistant Minister for Treasury and Resources:

Traditionally, and | do not know what the case @svras | am out of the loop, you
could not have a charge on a moveable asset iayJetsich is why, historically, the
Isle of Man has been used for leasing of commemit@raft and we have to sort

solutions to that first before we can sign up to ..

The Connétable of St. Brelade:
Well, that is what the convention does. It givesi ya charge over a moveable object

in this case.

Assistant Minister for Treasury and Resources:

But we have not got that in Jersey law at the mapsenfar as | am aware.

The Minister for Treasury and Resources:

| am sighted on that because | know something abimatt This is the reforms
required in the security interest law and | knowttfrom my period at E.D. where
that needed to be progressed. | do not know wihésat the moment. | know that it
is very important. The whole basis of lending reqppon the basis of the ability to
get a secure and certain charge which is admitisthp capable of being properly
done. Whilst we have got good security interest iais old and needs to be updated
and it would be useful to ask E.D. where they arth that. | know that an eminent
individual called Professor Goode has been advi&iiy and the industry and the
industry have not entirely been united about tHermes required into the security
interest law but you have put your finger on sonmgflguite important that needs to

be done.

The Deputy of St. Martin:
| think, just to clarify it in one quick sentenc&Jnder the treaty, the first party to

register an interest in the subject aircraft b thtentional registry will have an

12



interest prior and superior to all other interest; in some ways, we were interested
to see a reaction to that in as much as governmeuatd have to fall behind other

people.

The Minister for Treasury and Resources:

So that is a convention?

The Deputy of St. Martin:

It is a convention.

The Minister for Treasury and Resources:
Has the U.K. signed up?

The Connétable of St. Brelade:
It currently covers the E.U. as a whole.

The Deputy of St. Martin:

It is not compulsory.

The Connétable of St. Brelade:

Ireland have signed up to it, for example, becdlieg hold the international registry.

The Minister for Treasury and Resources:
Right.

The Connétable of St. Brelade:
But Malta, for example, have signed up to it beeahgey have got an aircraft register.

As we are outside the E.U., for all intents andopses ...

The Minister for Treasury and Resources:

We would need to sign up.

The Connétable of St. Brelade:

... we would probably have to be part of it.

13



The Minister for Treasury and Resources:

Of course, there is signing up but just signinglops not mean to say it is reflected in
Jersey law and so it would need, in order to becon&nationally compliant - so |
think | have now understood what the conventioahisut - the process is we would
find out what the treaty is, we would sign up ahén we would reflect that in
domestic law. Then we would need to prove to magonal bodies that we are doing
it properly but the default position is that wersigp.

Assistant Minister for Treasury and Resources:

Is there some paper that we can read about that?

The Deputy of St. Martin:
Okay, that is fine.

The Minister for Treasury and Resources:

We can find out about that.

The Connétable of St. Brelade:
It is just something that came to light as we wstegting interview people.

The Minister for Treasury and Resources:

You raise an interesting point because what you nge/ou need to ... if you are
going to go and develop a business segment instaed, then you need to know all
of the elements that need to be in place to ddNibw you might have identified - |

have no idea - an issue which is a deal breakeoiimg it.

[11:00]

It is all very well having an aircraft registry buhless you have signed up for the
convention and got the domestic law in place, y@urmt going to get any business.
Now have you done a full risk assessment on theidsiies of the creation of this
industry in the same way that the digital economyt.is not going to happen by

accident? There are 5 pillars that need to béaoepbefore Jersey is going to be able

14



to deliver our dream of creating an I.C.T. (Infotrma and Communication
Technology) sector. Each one of those pillars nbgsin place and you need a co-
ordinated approach from government to ensure thaepartments are ensuring that
that happens. It may exist, | do not know, buavdrnot seen the business case that
links all these things together. You mentionedtislaMalta is a jurisdiction that | am
quite familiar with and, indeed, | saw the High Guissioner in London on Friday.

They are moving ahead boldly with aircraft mattass) understand it.

The Deputy of St. Martin:

Well, we were given to understand that they sea upgistry and subsequent to that,
signed up to the convention and | think they obsipwsaw that it was something
which was beneficial to their reputation.

The Minister for Treasury and Resources:
Malta is a good example. The Isle of Man and Mat& competitors. They are our
friends but they are our competitors. If they dogng something, then | assume that

they are not doing it for fun.

The Deputy of St. Martin:

Right, Minister, | am going to wind up because we @ery aware that your time is
very precious today so we would like to thank you doming but before you go, |

would just like to clear up a couple of things. Nhimation - and | am sure the

Constables would be the same - is that you veryhmuauld like to support this but

you would like to see business cases made forangreaks, tax exemptions or what
have you before you do commit but, in theory, yoe ery supportive of anything

which could help to diversify our economy in thiayv

The Minister for Treasury and Resources:

Hugely supportive. We will be very interested inuy conclusions and if your

conclusions are positive and E.D. agrees, we véplay the resources to make it
happen and | would also speak with the Chief Marisd ensure that the whole of the
work programme as we have just described are icepldf | may be so bold as to
make a recommendation that you might want to cemsiél E.D. has not got a single

point of responsibility for co-ordinating and pregsing this endeavour, | doubt that it

15



is going to happen quickly. You need to have alsipoint of responsibility cross-

departmental with the appropriate departments eetja@therwise, these things, we
talk about for a long time but they never happea @ffi the top of my head, there are
certainly 5 departments that need to be involvethis; 2 are sub ones within E.D.

So if we are serious about it ...

The Deputy of St. Martin:
A classic example of a new body to be set up wiiah cope with these cross-

department projects.

The Minister for Treasury and Resources:

You need a project manager. You need a projecag&nn government that drives
change. | am not criticising the public sector thé public sector needs managing in
terms of getting things done and you need a sipgi@t of responsibility with

accountability to do it and that is what | would do

The Deputy of St. Martin:

This particular project - | was going to use thadviconfused” but it is a wrong word
but | will still use it - is further confused bydlfact that not only do we need cross-
department work in Jersey but this is a projecpesdormed with Guernsey as well so

that is an added level of work which needs to bhesdo

The Connétable of St. Brelade:
Yes, and with the international responsibilitiesttare on top of that.

The Deputy of St. Martin:
Yes, it is almost a test case to see how we canalke forward together in the future.

The Minister for Treasury and Resources:

Well, | hope we can.

The Deputy of St. Martin:

Which was are looking forward to in many other gahg.
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The Minister for Treasury and Resources:

| hope we can.

The Deputy of St. Martin:

| will just thank you for your time.

The Minister for Treasury and Resources:

| am happy to share the working note that the Talicy Unit did with you. | will
leave you a copy of it. Is it capable of being Imii®ed? It is capable of being
published so this is the note that Tax Policy didrhe.

The Deputy of St. Martin:

Thank you very much.

The Minister for Treasury and Resources:

It has got all the answers that you want to know.

[11:04]
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