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DRAFT SOCIAL SECURITY (AMENDMENT OF
LAW No. 2) (JERSEY) REGULATIONS 201-

REPORT

On 20th July 2011 the States Assembly approvedO2011 — Draft Social Security
(Amendment of Law No. 1) (Jersey) Regulations 20hese Regulations introduced
a new social security contribution rate above tingent earnings ceiling, in line with
the Fiscal Strategy Review. The new contributide & 2% is payable by employers
and Class 2 individuals from 1st January 2012.

As noted in the report accompanying P.110/2011itiaddl legislative changes were
required to fully implement the agreed policy. $ntuly, 6 ministerial Orders have
been made by the Minister for Social Security fe &nd.

These new Orders have amended the following egi€irders —
o0 Social Security (Classification) (Jersey) Order497
Amended byR&0-123-2011In Force 10.10.11
0 Social Security (Collection of Contributions) (J=ysOrder 2001
Amended byR&0-123-2011In Force 10.10.11
Amended byR&0-159-2011In Force 1.1.12
Amended byR&0O-175-2011In Force 1.1.12

0 Social Security (Contributions) (Jersey) Order 1975
Amended byR&0O-123-2011In Force 10.10.11
Amended byR&0O-160-2011In Force 1.1.12
Amended byR&0O-176-2011In Force 1.1.12
0 Social Security (General Benefit) (Jersey) Ordef519
Amended byR&0O-161-2011In Force 1.1.12
0 Social Security (Residence and Persons AbroadieéeOrder 1974
Amended byR&0O-123-2011In Force 10.10.11.

In addition, one existing Order has been repealed —
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o0 Social Security (Earnings Limit) (Jersey) Order @01
Repealed br&0O-123-2011In Force 10.10.11.

The current Draft Regulations address various miissues within the existing
legislation to finalize the legislative frameworkrf2012 and the new contribution
liability. In addition, the opportunity has beerkéa to “tidy up” some areas of
existing legislation.

Timetable

The existing Regulations and Orders will all cordlyfinto effect on 1st January
2012 and will create a new liability for employeend Class 2 individuals.
Contribution liability for the first quarter of 2@1will be determined after the end of
the first quarter. These Regulations will come ifti@e 7 days after they are approved
and it is intended that they will be in place beftire end of March 2012.

Details of Draft Regulations
Regulations 2, 3 and 4

The changes made by Regulations 2, 3 and 4 creai®wa single Article in the
principal Law (Article 8A) that sets out the exigjirules to define monthly, quarterly,
annual and life average contribution factors. Thésstors are derived from the
number of contributions made by an individual arelsed to calculate entitlement to
benefits and pensions.

Regulation 5

Regulation 5 amends Article 3 of the principal L&wclarify that, if an individual
makes a partial contribution that is less than tbwl liability due, then the
contributions that are received are allocated ptapuately to the Social Security
Fund and the Health Insurance Fund.

Regulation 6

Regulation 6 amends Schedule 1A of the principal.L.3chedule 1A was introduced
by the first set of Regulations and it containsadetn respect of Class 1 contributors.
The revised Schedule provides a definition of ttemdard contribution for Class 1
employees. The standard contribution is used tocutste the amount of
supplementation, if any, that the individual reesivit is also used to calculate the
value of any contribution credits awarded to thdiviidual.

Regulation 7

This Regulation amends Schedule 1B of the princihalw which provides
contribution rates and various earnings limitséspect of Class 2 contributors. The
Regulation provides separate definitions for theueaof a standard contribution in
respect of Class 2 individuals with earnings beline standard monthly earnings
limit, those with earnings between the standardiegs limit and the upper earnings
limit, and those with earnings at or above the ug@enings limit.
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Financial and manpower implications

There are no additional financial or manpower iggtions for the States arising from
the Draft Regulations.

The net impact of the increased contributions bella reduction in the States Grant of
approximately £6 million in 2012.

There will be a need for increased staffing of aETE in the short term, in respect
of the additional administration of Class 2 conitdys. The cost of these staff and
other administration costs will be met from the i@b8ecurity Fund.
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Explanatory Note

These Regulations amend the Social Security (Jeksey 1974 (the “Law”).
Regulation 1 defines the Law.

Regulation 2 deletes Article 1(7) of the Law. Article 1(7) prded that a contribution

factor of 1.00 indicates a full contribution recadd that other contribution factors
were to be construed accordingly. The rule as tatwbnstitutes a full contribution
record is re-enacted as Article 8A(1), insertedRbgulation 3.

Regulation 3 inserts Article 8A in the Law. In addition to stag what constitutes a

full contribution record, this Article also speei how a person’s monthly
contribution factor, quarterly contribution fact@nnual contribution factor and life

average contribution factor are to be determinamhtbution factors are relevant to,
amongst other things, determining a person’s entiint to benefit, as described in
Schedule 2 to the Law

Regulation 4 deletes Article 14(4) of the Law. Article 14(4)faed what constitutes
the life average of the annual contribution factéws a person and is therefore
superseded by the new Article 8A.

Regulation 5 amends Article 30 of the Law so as to make it rckbat, where the
contributions paid in respect of a person are fleas the contributions due in respect
of the person, the amounts paid into the Healtrbrsce Fund and Social Security
Fund are reduced proportionally.

Regulation6 amends Schedule 1A to the Law, which specifiestofac and
contribution rates for a Class 1 insured person.

The amendment of paragraph 2 of the Schedule leasftéct that the earnings limits
set in it have effect for all the purposes of tlasvlL

Paragraph 3A, inserted in the Schedule, defined whthe standard contribution in
the case of a Class 1 insured person. The staodatdbution is the aggregate of the
contributions that would be made by an employeeangdloyer and payable into the
Social Security Fund in respect of earnings eqoahe standard monthly earnings
limit.

The rule in paragraph 4 of the Schedule for supetgation of a Class 1 insured

person’s earnings is re-enacted with the omissfadheodefinition of what constitutes
the standard contribution, having regard to thertinsn of paragraph 3A.

Regulation 7 amends Schedule 1B to the Law which specifie®faand contribution
rates for a Class 2 insured person.

The amendment of paragraph 4 has the effect thatea case of a Class 2 insured
person who pays reduced rate contributions, theiregg by reference to which the
amount of the person’s contributions is calculadee those specified in the Order
which sets out the conditions for eligibility toypeeduced rate contributions. There
are now 4 reduced rate contribution rules presdribg Order. In one case, the
person’s earnings are deemed to be equal to thdasth earnings limit. In the other
3 cases, the person’s contribution liability in eayis calculated by reference to the
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person’s earnings from 2 years earlier (being a j@awhich the person, therefore,
has final accounts and has been assessed to inag)ne

The inserted paragraph 4A defines the standardribation for a Class 2 insured
person. There are 3 possible rules for calculativey standard contribution. If the
person is liable for full rate Class 2 contribuspthe standard contribution equals so
much of the full rate contributions that would bayable into the Social Security
Fund. If the person is liable for reduced rate €Rgontributions and has earnings
that do not exceed the standard monthly earnirgg, lthe standard contribution
equals the amount of reduced rate contributionsvioald be payable into the Social
Security Fund in respect of earnings equal to taedard monthly earnings limit. If
the person is liable for reduced rate contributibns has earnings that exceed the
standard monthly earnings limit, the standard douation is, in the person’s case,
calculated by reference to his or her actual egmiand equals the amount of the
contributions that would be due from the person pawhble into the Social Security
Fund in respect of those earnings.

The substituted paragraph 5 re-enacts the rulsupplementation of the earnings of a
Class 2 insured person. The paragraph is reviseakoaccount of the fact that the
definition of the standard contribution is re-emakin paragraph 4A and that only one
of the rules in it is relevant to supplementatioeing the rule applicable in the case of
a person liable for reduced rate Class 2 contobgtiand having earnings that do not
exceed the standard monthly earnings limit.

Regulation 8 provides for the citation of the Regulations aifidnade by the States,
their commencement 7 days later.
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Draft Social Security (Amendment of Law No. 2) 6ky)
Regulations 201- Arrangement

DRAFT SOCIAL SECURITY (AMENDMENT OF
LAW No. 2) (JERSEY) REGULATIONS 201-

Arrangement

Regulation
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Draft Social Security (Amendment of Law No. 2) 6ky)
Regulations 201- Regulation 1

Jersey

DRAFT SOCIAL SECURITY (AMENDMENT OF
LAW No. 2) (JERSEY) REGULATIONS 201-

Made [date to be inserted]

Coming into force [date to be inserted]

THE STATES, in pursuance of Articles 50 and 51 of the So&akurity
(Jersey) Law 19724have made the following Regulations —

1 Interpretation
In these Regulations “Law” means the Social Seg(Jiersey) Law 1974

2 Article 1 amended
Article 1(7) of the Law shall be deleted.

3 Article 8A inserted
After Article 8 of the Law there shall be insertbé following Article —

“8A Full contribution record and contribution facto rs

(1) For the purposes of this Law, a contributioctda of 1.00 in
relation to any period shall indicate a full cobtriion record for
that period.

(2) For the purposes of this Law, subject to paplyr(3) and any
Order, the monthly contribution factor for a pergsrthe sum of
the contributions paid into, credited to and sup@eted from the
Social Security Fund in respect of the person fog month,
divided by the standard contribution for the motitht applies in
the person’s case.

(3) The monthly contribution factor for a persomlhot exceed 1.00.

(4) For the purposes of this Law, subject to angedrthe quarterly
contribution factor for a person is the sum of thenthly
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Draft Social SecurityAmendment of Law No. 2) (Jers:
Regulation 4 Regulations 201

contribution factors for the person for each mointthe quarter,
divided by 3.

(5) For the purposes of this Law, subject to angddrthe annual
contribution factor for a person is the sum of thearterly
contribution factors for the person for each quaitethe year,
divided by 4.

(6) For the purposes of this Law, subject to angeDrthe life average
contribution factor for a person is the sum of thanual
contribution factors for the person for the peridéscribed in
paragraph (7), divided by 45.

(7) The period referred to in paragraph (6) is pleeod or periods in
the aggregate, not exceeding 45 years, for whiaftribaitions
have been paid into, credited to or supplementexh fthe Social
Security Fund in respect of the person and which —

(@) begins on or after the first day of the monthwihich the
person attains the age of 18 years; and

(b) ends on or before the last day of the montlreethe one in
which the person attains pensionable age.

(8) Where contribution factors are calculated uritler Article for the
purposes of determining a contribution factor foperson, the
following contributions shall be disregarded —

(&) contributions which are not paid on their daged and are
not treated in accordance with any Order as so foaithe
purposes of survivor's benefit, incapacity pens@md old
age pension;

(b) contributions credited only for purposes ottiban the
purposes of survivor's benefit, incapacity pensamd old
age pension; and

(c) any other prescribed contribution, in the gasscribed.

(9) The product of the calculation specified inggaaph (2), (4), (5)
or (6) shall be rounded up to the third decimatela

4 Article 14 amended
Article 14(4) of the Law shall be deleted.

5 Article 30 amended
In Article 30 of the Law —

(&) at the beginning of paragraphs (2) and (3)etrshall be inserted the
words “Subject to paragraph (3A),”;

(b) after paragraph (3) there shall be inserteddhewing paragraph —

“(3A) Where the contributions paid in respect operson are less than
the contributions due in respect of the person,ameunt to be
paid into the Health Insurance Fund and the balembe paid into
the Social Security Fund shall be reduced propaatlg.”.
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Draft Social Security (Amendment of Law No. 2) 6ky)
Regulations 201- Regulation 6

6 Schedule 1A amended
In Schedule 1A to the Law —

(@) in paragraph 2(1) for the words “In this ScHeduthere shall be
substituted the words “For the purposes of this ;aw

(b) after paragraph 3 there shall be inserteddaheviing paragraph —

“3A Class 1 — standard contribution

The standard contribution for a month is, in theecaf a Class 1 insured
person, the sum of —

(@) the maximum amount payable under paragrapltd(Ipr the
month; and

(b) the maximum amount payable under paragrapl{l3(Zpr the
month.”;

(c) for paragraph 4 there shall be substitutedahewing paragraph —

“4  Class 1 — supplementation

| (1) Where -

(@) contributions have been paid in respect ofas<€lI insured
person for a month; and

(b) the sum of the social security contributiongl@and credited

in respect of the Class 1 insured person for thetimexceed
the contribution threshold but are less than thandsrd

contribution,

the social security contributions shall be suppleteé for the
month by an amount sufficient to cause those duutions in
respect of the person for the month to equal thendsird
contribution.

(2) No supplementation shall be awarded in respiect
(@) secondary Class 1 contributions alone; or

(b)  social security contributions paid and creditedespect of a
person which exceed the contribution thresholddvatless
than the standard contribution but which would hatve
been less than the standard contribution had tonin
liability been discharged in full.

| (3) For the purposes of this paragraph —
| (@) the contribution threshold is the sum of —
(i)  5.2% of the lower monthly earnings limit, and
(i) 5.3% of the lower monthly earnings limit;

(b) ‘social security contributions’ means so much the
contributions paid or credited in respect of a €thsnsured
person as are to be paid into the Social SecuubdF.
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Draft Social SecurityAmendment of Law No. 2) (Jers:

Regulation 6 Regulations 201

7 Schedule 1B amended
In Schedule 1B to the Law —

(@

(b)
(©)

(d)

“4A

at the beginning of paragraph 4 there shalhberted the sub-paragraph
number (1);

in paragraph 4(1)(a) and (b) the words “for ti@nth” shall be deleted,;
after paragraph 4(1) there shall be addeddhewing sub-paragraph —

“(2) The references in sub-paragraph (1) to a pessearnings shall be
construed in accordance with the provisions of ade® made
under Articles 1(5) and 8 by virtue of which thegmn is permitted
to pay reduced rate Class 2 contributions for teeod in which
the month for which the contributions are payablesf’;

after paragraph 4 there shall be inserteddhewing paragraph —

Class 2 — standard contribution

(1) The standard contribution for a month is, ie ttase of a Class 2
insured person liable to pay full rate Class 2 gbations, the sum

of —

(&) the maximum amount payable under paragraphf8(ithe
month; and

(b) the maximum amount payable under paragraphf8(che
month.

(2) The standard contribution for a month is, ie tase of a Class 2
insured person liable to pay reduced rate Classr2ributions
whose earnings do not exceed the standard mordhtyngs limit,
the maximum amount payable under paragraph 4(fib)the
month.

(3) The standard contribution for a month is, ie ttase of a Class 2
insured person liable to pay reduced rate Classr2ributions
whose earnings exceed the standard monthly eartimgs the
sum of —

(@) the maximum amount payable under paragraplii)(19r
the month; and

(b) the actual amount payable by the person under
paragraph 4(1)(c) for the month.

(4) The references in sub-paragraphs (2) and (8)gerson’s earnings
shall be construed as described in paragraph 4(2).”

(e) for paragraph 5 there shall be substituteddth@wing paragraph —
“5  Class 2 supplementation
| (1) No supplementation shall be awarded for a menth
(@) inrespect of full rate Class 2 contributiooss;
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Draft Social Security (Amendment of Law No. 2) 6ky)
Regulations 201- Regulation 6

(b) in respect of reduced rate Class 2 contribgtion a case
where the Class 2 insured person’s earnings aral égwr
exceed the standard monthly earnings limit.

(2) Where —
(@) a Class?2 insured person is liable to pay redurate
contributions for a month;
(b) the person’s earnings are less than the stdnaanthly
earnings limit; and
(c) the sum of the social security contributiongl@and credited
in respect of the person for the month is —

() at least equal to the amount of the social sgcu
contributions payable for the month in respecthsf t
person by virtue of paragraph 4(1)(b), but

(i) less than the standard contribution applicabléis or
her case, described in paragraph 4A(2),

the social security contributions shall be suppleteé for the
month by an amount sufficient to cause them to leitpad standard
contribution.

(3) Inthis paragraph —

(@) the references in sub-paragraphs (1)(b) an¢b)(2o a
person’s earnings shall be construed as descrilbed i
paragraph 4(2);

(b) ‘social security contributions’ means so much the
contributions paid or credited in respect of a €snsured
person as are to be paid into the Social SecuubdF.

8 Citation and commencement

These Regulations may be cited as the Social $gd@imendment of Law
No. 2) (Jersey) Regulations 201- and shall conefimice 7 days after they are

made.
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Draft Saial Security (Amendment of Law No. 2) (Jers

Endnotes Regulations 201
! chapter 26.900

2 chapter 26.900
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