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COMMENTS
Section 1: Introduction and Summary
I ntroduction

Survivors’' benefits are paid to the partner (hushamife or civil partner) of the
deceased, based on the deceased’s contributiordrébeo contributory survivors’
benefits are included within the Social Securithiesoe: the survivor’'s allowance is
paid for the first 12 months following bereavemearid survivor's pension may then
be paid from the end of the first 12 months ui# survivor reaches pensionable age.
The value of each benefit is based on the contdbutcord of the deceased partner at
the date of their death. The benefits cease iStimeivor enters into a new relationship
(marriage, civil partnership or cohabitation).

On 1st January 2013, the eligibility conditions &osurvivor's pension were amended,
restricting entittement to people who have resgulisi for dependent children
(children of compulsory school age or up to the af@5 if in full-time education).
People who were already in receipt of the benediteanot affected by the change, and
a transition arrangement was put in place enalgemple born in or before 1957 to
access the benefit even if they did not have arigp@ child. Survivor's allowance
was not amended, and continues to be availabli $araivors for the first 12 months
following bereavement.

P.122/2014 seeks to overturn this amendment argristate survivor's pension to all
survivors, i.e. to provide a pension to working-agevivors who were born after 1957
and do not have dependent children.

| strongly urge members to oppose this proposition.
Summary

P.122/2014 calls for the recent amendments to ®8ursi pension to be repealed
pending a full Green Paper consultation. In supmdrithis position, it presents
2 arguments: that research and consultation supgdtte amendment in 2012 were
not sufficient, and that there is a ‘contract’ whigrohibits the States from changing
benefit schemes. The views of one survivor ar@set

In summary:
Research and consultation

The decision to tighten eligibility conditions fagurvivor's pension has been
researched by the Social Security Department asdpaat of the Comprehensive
Spending Review process, analysis, costs and aptieere subject to thorough
consideration. The States have been presentedthvathationale for making changes
to this benefit and debated these changes on 2ioosa Both times, the move to
restrict the benefit received strong support (P20EL approved by 32 votes to 4;
P.101/2012 (principles) approved by 31 votes to 4).

The Government Actuary’s report of April 2014 confed that the Social Security
Fund is due to reach a break-even position in 2@16imilar review of the Health
Insurance Fund published last month identified that Health Insurance Fund has
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already reached break-even. Research and publgultation on the future of the

2 Funds is planned for 2015. In the next 2 yedwes Assembly will be called upon to

consider reducing the generosity of the old agesiparand other contributory benefits
or increasing contributions, possibly both. Resemeay be drawn down, but these
will only provide a short-term fix between incomedaexpenditure while strategies are
being developed and phased in.

Diverting resources to undertake a standalone ¢tatisimn on survivors’ pensions will
delay the decisions that need to be taken to maitt& long-term viability of the
Fund as a whole. Equally, it is unlikely that sachonsultation would conclude that a
benefit as generous and poorly targeted as theswidivor's pension should be
reinstated.

The ‘Contract’ and protection of future claimants

The Social Security Fund must adapt to changingsdns. The current Law has been
amended many times in its 40 year life; in genavakn a benefit is changed, existing
claimants can choose to continue with the previales or move to the new rules. It is
also common to provide interim entitlements asamdition between old and new
rules; these provisions have been applied to sorg\pension. There is no principle
which guarantees that a benefit which is availalol will continue to be available in
10, 20 or 30 years’ time. Benefits which are incplavhen an individual enters the
insurance scheme will invariably evolve in respottsehanges in society during the
working life of that member.

Benefits available under the new rules and the antof a survivor’'s experience

There are a range of benefits available to surgiveome are universal, others are
available to people whose partners have contribtgdtie Social Security Fund and
others are means-tested.

The individual account offered in P.122/2014 doessprovide an accurate description
of these benefits: it fails to mention that survisallowance is paid, at an enhanced
rate, for the first 12 months following bereavemdrtie account also suggests that a
survivor who is a homeowner is not entitled to imeoSupport — however, Income
Support is available to anyone who has lived irs@erfor the last 5 years if their
household income is low.

The table below summarises the weekly amounts ablail based on the average
contribution recortlin respect of new claims for survivor's allowanfo Jersey
residents in 2013.

Benefit type Weekly valug
Average weekly benefit — Survivor’s allowance £PBp
Average weekly benefit — Survivor’s pension £14354
Income Support — homeowner, no medical componantiger pension age £155.54 p
Old age pension (for widow using deceased husbaadtd) £145.11 p
1 75% for survivors resident in Jersey
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Circumstances of survivors in 2013

An analysis of claims submitted during 2013 doeissuggest that the withdrawal of
survivor’'s pension from people born after 1957 withdependent children has had a
significant negative impact on this group. Thergehheen no additional claims for
income support from local residents who did noenee survivor’s pension under the
new rules.

Financial implications

There was no reduction in benefit spend in 201¥inga will start to accrue from
2014. The long-term savings associated with theeatitegislation will increase each
year to reach an estimated total of £3.6 millionymar by 2023. These savings have
already been included in the recent actuarial vevie

Rescinding this decision would create a significaaditional financial burden on the
Social Security Fund, leading to the need for autsther benefits and/or an increase
in the contribution rate.

Conclusion

A move to rescind an existing decision requiregsupfrom 4 States Members — it is

a serious matter to return to a decision that lrasdy been democratically made. The
rescindment motion should identify an area wheeedkisting decision is no longer

valid, or identify circumstances that have changgdnarkedly that the decision needs
to be revisited. The arguments set out in the tepozompanying P.122/2014 do not
raise any such substantive issues.

Supporting the rescindment will not secure bettgicemes for Islanders — on the
contrary, it will delay important actions that ne¢ede taken to maintain the long-term
sustainability of the Social Security Fund.

The current balance of pensions, benefits and ibomiton rate cannot be maintained —
the Government Actuary report shows the Fund wifich break-even point in 2016.
The Health Insurance Fund has already reachedtiiing and could be completely
exhausted by 2025. The Actuary has advised thainagtust be taken to protect the
future operation of the Funds. Difficult choicedlwieed to be made over the next few
years; adopting this proposition will lead to dalay this process and an increase in
benefit spending; these are retrograde steps thlatomly add to our ongoing
problems.

Section 2: Previous States decisions

In July 2011, the States voted by 32 votes to ddrept the proposition of Senator
F. du. H. Le Gresley (at that time a backbenchemetiew survivors’ benefits with
the aim of achieving savings in future expendit#ethe time, Senator Le Gresley
argued that the benefit was outdated, based onadieresociety where women
remained at home to be provided for by their hudbakurther, the benefit was too
generous; it could pay a widow or widower the staddate of benefit over a period
of decades until they reached their pension agé, wa element of means-testing. The
Assembly accepted the proposition, and the Soaaliity Department was tasked
with reviewing the benefit to reduce expenditure.
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The Department undertook further research and araepreview was commissioned
from the Social Security Advisory Council. The Colins established under the
Social Security Law to give ‘advice and assistanegjarding proposals to amend
benefits and changes in Social Security Legisla@such, the Council is a statutory
body charged with a duty under the Law. Its findingave been dismissed in
comments made by Deputy G.P. Southern of St. Ha#iserting that the Council lacks
professional expertise — however, the Council islenap of members drawn from a
wide range of professional and community sectodsifiis able to offer an informed

perspective independent of the Department.

As Deputy Southern notes — the Council also fouhd benefit generous and
recommended significant cuts.

Plans to adapt survivor's pension were thus dubg@nted in P.101/2012 and debated
on 5th December 2012. This proposition put forwelndnges to the Social Security
Law and sought to restrict survivor’'s pension togle who had dependent children.
As a transitional arrangement, it was also propdbatl people aged 57 or over on
1st January 2013 should continue to be able tosadbe survivor’'s pension under the
old rules. Some members sought to capture a greateber of people in this
transitional arrangement, and 2 amendments wengoped that people aged over 55
or aged over 50 on 1st January 2013 should bedadlin the transitional protection.
The States rejected the option of protection frge 30 and a clear majority supported
the option of age 55.

Section 3: Protecting future claimants (the ‘contrat’)

The report accompanying P.122/2014 suggests that i a ‘contract’ between the

States and contributors to the Social Security ®ehend that this contract serves to
prevent the States from changing the operationhef $cheme. The concept of a
contract in statutory insurance schemes is notmnean — however, the interpretation

in this proposition is inaccurate and completelwarkable. There have been, and will
continue to be, changes to the Social Securityegydb ensure that it remains viable
as a long-term Fund and adapts to changes in gptiés essential that benefits can

be modernised.

Since the scheme was introduced in the 1950s, timere been many changes. The
levels of contributions have increased and a newc@ftribution above the standard
earning limit has been introduced. Married wometoahe working can no longer opt

out of paying contributions. New benefits have be&#mduced and other benefits
withdrawn. Survivors’ benefits have been amendédng men and women equal

access, and recently extended to civil partneres@&hchanges were applied to
everyone in the scheme, not just to people whafbihe scheme after the change.

The suggestion made by Deputy Southern is tharedhyction in benefit should only
be applied to young people starting to make comtidbs for the first time, and
everyone who has already made contributions ad#te of an amendment should
continue with the old rules. The Deputy does ngi&r whether this principle should
extend to the level of contributions people aréganl to pay or should exclude current
contributors from adaptations to benefits which lddae more favourable to them.

A ‘contract’ which froze benefits and contributioaisthe date of entry into the scheme
creates significant unfairness, with a dispropoiie burden being placed on younger
workers. For example, the contribution rate sé@atin 1974 is well below the cost of
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providing for today's pension payments, and as saltehe contributions required
from young people entering the scheme would hawgrpssively increased to a much
higher rate than that currently paid.

That said, | fully accept that there is a social autract between contributors,
benefit claimants and the Social Security Fund. Adhe Minister for Social
Security, | take this contract very seriously. It 8 my responsibility to protect the
long-term sustainability of the Fund, to make surethat the Fund continues to
provide pensions and other benefits into the futureto adjust both contributions
and benefits in line with changes in our society ahwith the ability of workers to
meet these costs. Workers who are making contribwins now need to be
confident that they will be able to draw a pensiorin their old age, just as they are
supporting the current generation of pensioners.

To reiterate, anyone already receiving a survivpesision has been protected from
these changes. However, it is wholly unrealistiqgptovide a blanket protection to
individuals who have not yet made a claim for dipalar benefit but may do so in the
future.

Section 4: Benefits available and the account ofsurvivor’'s experience

P.122/2014 sets out events as described by anidodiv Unfortunately, the
description of benefits and eligibility suggestedthe text quoted in P.122/2014 do
not fully reflect the benefits available. To clarif

» All survivors receive 12 months’ benefit, paid la¢ thighest rate of any Social
Security benefit (120% of the standard rate)

» All survivors receive contribution credits duringat 12 months to enable
them to claim other contributory benefits at thd efthe 12 month period

« Female survivorscan claim an old age pension based on their lagbdnd’s
record, if it is to their advantage

* Homeowners can receive support through the incarppst system.
A detailed explanation of the various benefits kde to a survivor is set out below.
Survivor’s allowance

Survivor's benefits are based on the contributiecord of the deceased partner; a
person has a 100% record if they have no gapsin¢bntribution record between the
age of 18 and the date of their death. Survivditsrence is paid at an enhanced rate
of up to £229.67 per week. Analysis of the clairos $urvivor's allowance from
Jersey residents in 2013 show an average contiibuéicord of around 75%; this
gives an average benefit rate of £172.25 per weéelsurvivor will receive the
allowance for 12 months following the death of theartner; during that time the
survivor will also receive full contribution credi{regardless of the percentage rate of
benefit).

2 Married before April 2001
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Survivor's pension

Prior to 1st January 2013, at the end of the 12timsorvivor allowance period, a
working age survivor would automatically move asré® a survivor’s pension which
was paid until the claimant reached state pengjen Bhe 2013 changes introduced a
new eligibility condition for survivor's pensionnd now it is only paid to survivors
who have a dependent cHild

The average contribution record of 75% for Jerseyigors in 2013 would result in a
survivor’'s pension payment of £143.54 per week.

Working age benefits and the married woman’s exiempt

A survivor's contribution record is fully crediteduring the first 12 months after
bereavement while they are claiming survivor's wwoce. Following on from this
period, the survivor will become responsible foeithown contribution record. This
has always been the case and was not affectedebghtinges introduced in January
2013.

The case presented in P.122/2014 describes a widmachose to opt out of making
social security contributions when she got marrtea/ing elected to take a married
woman’s exemptioh(often know as a ‘red card’). Under this provisigorking wives
made no contributions to the Social Security schem they were not entitled to
claim working age benefits such as sickness beoefitaternity benefit. Women who
have taken a married woman’s exemption can claimldmage pension based on their
husband'’s contribution record.

Survivors who have previously elected to take d tard’ will often become eligible
for incapacity benefits, having received contribaticredits for 12 months whilst
receiving survivor’s allowance.

In the example provided, Long-Term Incapacity Bénisfnow being received. This
benefit is paid with reference to the level of timeapacity, and claimants may
undertake employment with no loss of benefit.

Old age pension

A survivor as described in P.122/2014, who previobeld a red card and has not
made contributions in her own right whilst she waesried, is able to claim a pension
based on either her deceased husband’s recordthp tone of his death or her own
record — whichever is more favourable to her. Mis not affected by the changes
made in 2013. If her husband had a full contributiecord at the time of his death,
she will receive a 100% pension, regardless oatgesof her husband when he died.

% Including a student under 25 in full-time educatio

* A married woman’s exemption is not available tawem who have married after April 2001,
but these terms are still available to women wheetaready taken the exemption or were
married before April 2001
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Income support

People who have lived in Jersey for 5 years bafmmking a claim (or for 10 years at
any point in the past) can claim Income SupportisThenefit is available to
homeowners and tenants alike.

For example a homeowner living alone will be eetitlto an income of at least
£155.54 per week. Income Support also includes comportergsipport people with
medical conditions and health needs. Dependinderspecifics, a claimant may also
receive a personal care payment (ranging from £2&.%145.24 per week), mobility
payments (£22.96 or 45.92 per week), or clinicat€¢£3.15 or £6.30 per week).

Section 5: Circumstances of survivors in 2013

Survivor's allowance is paid irrespective of aged amesponsibility for dependent
children, and has not been affected by the chamgesduced in January 2013.
Survivor’s allowance claims submitted during 2018vide an insight into the number
of people affected by the changes to survivor'sspmnand give an indication of their
circumstances.

During 2013, 104 claims were initiated for survigomllowance. The majority of
claimants were Jersey residents (77%) and werelég(né%o).

Some 24 claimants lived outside Jersey, of whicleiftger featured a dependent child
or were captured in the transition arrangement, tdefore were eligible for a

survivor's pension. Overall, 8 claimants (one-thofl the total) will not receive a

further benefit after the 12 month period duringickhsurvivor’'s allowance is paid.

People off-Island average a 31% contribution recaquivalent to a survivor's

allowance of £71.20 per week and survivor’s pensiofb9.33 per week.

Eighty claims were made from Jersey residents,taadontribution record for these
people averages around 75%. This is equivalentsiangvor’s allowance payment of
£172.25 per week and a survivor’s pension of £4Be&y week.

Of these 80 people —

* 10 had a dependent child and will qualify for suovis pension under the
new rules

» 47 people were born in or before 1957 and qualifieder the transitional
arrangement

» 23 people did not have a dependent child and weme &fter 1957. They will
not receive a survivor’'s pension after their 12 thagntitlement to survivor’s
allowance.

As noted in section 4, survivors in Jersey witheang' residency can qualify for
Income Support. Of the 23 local people who did negeive survivor's pension under
the new rules, none have gone on to claim Inconpp&t.

® Based on owning a 3 bedroom house
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Section 6: Cost of rescindment

Deputy Southern’s report provides little detail s the financial impact of the
proposal. He suggests that the maximum impact wbaldjust over half a million
pounds”. Members will recall that the details pomd in the original proposition
(P.101/2012) identified a saving to the Social $i&cu-und of £3.6 million per
annum. This amount will build up gradually, and Iwike fully realised when the
provisions of the transition arrangement have ledrausted in 2023.

The significant cost of reversing this saving mstbalanced and viewed alongside
the analysis of the actual outcomes for claimanthere no local survivor, who was

unable to claim a survivor’'s pension, opened a ma@me support claim in the year

after the bereavement.

The Minister published the Government Actuary’'siegavof the Social Security Fund
in April of this year. This review noted that thecsl Security Fund is about to reach
break-even point — where expenditure of benefitenly just matched by the amount
of money raised in contributions. As a result @ tkthe Actuary has advised the States
to take urgent action to review the Fund.

Next year we must consider increases in contripstiand/or a reduction and
restriction in the pensions and benefits paid,afave to maintain the sustainability of
the Fund for future generations. The Department wnidertake a review of the
options, which will include public consultation. raview of the impact of the recent
changes to survivor’'s benefits will be includedhat process.

However, there is no justification to rescind tkeeant changes, which will only serve
to divert effort, resource and funding from moregsing concerns.
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