3.17 The Deputy of St. Mary of the Minister for Treasury and Resources
regarding tax harmonisation:

Following the introduction of a zero rate for corpiion tax in Jersey and the

consequential reduction in tax revenues, can thesiéir advise what work, if any, is

being undertaken to explore tax harmonisation vather jurisdictions similarly

placed to Jersey and if it is not being done, hellexplain why?

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

| am not exactly clear what the Deputy means byisglictions similarly placed to
Jersey”. | am assuming that he could mean ouestdsiends in Guernsey and in the
Isle of Man but of course he also could be refgrtm other low tax jurisdictions; the
United Arab Emirates, Hong Kong, overseas tergmriMalta, Estonia and all ranges
of jurisdictions. Jersey’s tax system is very &mto the tax regimes of those 2 first
jurisdictions that | mentioned, in Guernsey and Itle of Man, although there are
some important differences. The Treasury does tmotax developments in other
jurisdictions on an ongoing basis and we will coné to do so in the best interests of
Jersey. Ultimately, tax is a matter for this ekectAssembly in this jurisdiction.

3171 The Deputy of St. Mary:

That was a fascinating answer. The Minister masitwhat other jurisdictions are
doing with regard to corporation tax. The questias would he explore with those
other jurisdictions the possibility of working tager so that we do not all end up
with no tax from corporations, which benefits tleeporations but not the residents of
any of the jurisdictions?

Senator P.F.C. Ozouf:

First of all, | do do my best to monitor internai#d developments on tax and, as far
as building bilateral relations with other juristims, that is of course the important
reason why the Chief Minister has appointed theistast Chief Minister, to build
better relations with all sorts of different retats. The Chief Minister and | do what
we can but we do need to do more in terms of mgldelationships. So, ultimately,
while | am content to have discussions, | am scaptabout whether or not,
ultimately, we will ever lead to a situation ofatharmonisation among jurisdictions.
| cannot see it happening. At the end of the ttagre will continue to be competition
across the Atlantic with the U.S. (United States) &urope and so will continue to
be the case in relation to small jurisdictions witell-run financial services
industries.

3.17.2 Deputy M.R. Higgins:

Following on from this, will the Minister outlinehé current state of play with
Guernsey and the Isle of Man? Obviously, on Zexn/The was working in step with
the Isle of Man, but Guernsey appeared to be owtay. Can he tell us what the
current state of the relationship is between tisa®ds and their view on this matter?

Senator P.F.C. Ozouf:

| will be lodging later today amendments to theolme Tax Law to deal with the
issue of the attribution and deemed distributiooriter to remove the issue which the
co-group has come forward and found harmful. Miditbe lodged later today. |
continue to engage with discussions in relatiothéocommon position that Jersey has
with the Isle of Man, and | am hopeful that we @@ng to be able to reopen
discussions on the tax issues with our friends @oittagues in Guernsey. But of



course | cannot speak for the Guernsey line ineespf Zero/Ten and what their
reaction will be to us finding a solution to ZerefTand our confidence that Zero/Ten
will be found to be compliant after having made ghmanges on deemed distribution
and attribution.

3.17.3 Senator S.C. Ferguson:

Will the Minister name the number of jurisdictiondhich he was monitoring? He
neglected to include Singapore, which is perhaps dhe most like ourselves,
although on the other side of the world. Wouldekplain how much notice is taken
of what is happening in Singapore?

Senator P.F.C. Ozouf:

| think the Senator makes an important point, whicthat the world of competition
in terms of financial services is fierce and | oftefer to Hong Kong but she is right
that Singapore is developing their own financiavees sector. They have a trust
law, which is probably vying for an equivalent g&tn our much respected trust law -
and, indeed, the first law - and we must be evgilant of competition of other
jurisdictions seeking to compete with us in the lijpaarea of financial services.
Singapore is one of those jurisdictions that wetrbeswatching with interest in terms
of competing against Jersey but | am confident thatwill compete even with
Singapore.

3.17.4 Deputy G.P. Southern:

Competing on the downward spiral to the bottom thks Minister in any position to
inform Members what progress he has made on mestharo replace the zero rate in
Zero/Ten and, if not, when will he report to theude?

Senator P.F.C. Ozouf:

| am not going to be proposing a replacement to-z&ting because at the heart of the
Zero/Ten debate, which has been rehearsed in #88rAbly many times, the general
rate of tax for Jersey is zero with the speciat fat financial services at 10 per cent
and 20 per cent for utilities. What this Assemibys charged me to do is to come up
with alternative proposals to raise revenue for-lomal entities. Work on that is
being somewhat delayed because of the Zero/Tengdigms but | will be making the
commitment in advance of the budget, and that iisggtio be a subject which will be
discussed in the budget later on this year aseisithimal rhythm of decisions on tax
in Jersey.

3.17.5 The Deputy of St. Mary:

Does the Minister accept that the present situatibere he goes on and on about
competition and the result is that corporations mo& paying nothing while the
individual taxpayer pays, | think, nearly 90 pentcef the tax take for Jersey ... does
he not accept that there is something wrong abbist imbalance and will he
undertake to make sure that he rebalances thakaxsb the individual taxpayers in
Jersey pay less and corporations pay more?

Senator P.F.C. Ozouf:

| realise that later on today we are going to hedkebate about food exemptions and,
no doubt, the accusations will be made again thaiesiow we can raise more money
from corporates and we can therefore undo soméeodecisions on spending and
indeed on taxes. | am afraid that we needed talaebe our income. The Island was



too dependent on income tax and corporate taxderaio run its affairs. We have
been through a difficult - and | understand juswdbfficult it has been — rebalancing,
but we are here now and we have got a balancejrsaisle model for taxation. | am
looking forward to a corporate taxes increase iseleat the 10 per cent when interest
rates recover but it will take some time. But | afraid that | cannot promise - and |
will not promise - that there is some sort of Atlaror some sort of easy solution to
raise revenue to pay for public services. We reegay for public services out of
consumption and income tax on competitive taxesthatis what we have done and
we are going to take as much of the upward turgroivth as we can on that model
and long may it continue.



