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Summary

These Regulations propose a new method for upratohgge pensions from October
2013. The new method will continue to peg the medito long-term growth in
pensions in line with the growth in average earsjnvghilst guaranteeing a minimum
rise in any one year in line with the increasehi@ tost of living for pensioners. This
will ensure that future pension increases will aisvat least match the rise in prices
during the year, whilst also allowing pensioneremjoy increases that keep pace with
the earnings index in the long term.

In contrast to the “triple lock” method rejected Hye States in early 2012, the
additional cost associated with this method istéchand does not build up from year
to year. The proposal will protect pensioners friby@ impact of high prices without
damaging the long-term sustainability of the SoSeturity Fund.

In line with a commitment made by the Minister f6ocial Security in November
2012, and supported by a States decision at thefdadt year, these Regulations also
provide for an adjustment in the value of the enrrold-age pension, to bring it in
line with the increase in RPI (Pensioners) fromel®012. It is planned that
pensioners will receive a lump sum amount in elsidy in respect of the difference in
the value of the old age pension between OctobE? add May 2013, followed by an
increase in the pension rate until the next upwdtieh is due in October 2013. The
total cost of these adjustments is estimated atgusr £2 million, which will be met
from the Social Security Fund. Income support paysdo pensioners will be
amended in line with these increases, to ensutéadfvancome pensioners receive the
full value of the adjustment and the uplift in {ension rate.

Background

At present, the States of Jersey old age pensioncieased each October by the
percentage rise in the Jersey Index of AverageifgsnHistorically the percentage
increase in earnings has usually exceeded theaserén the cost of living, as
measured by the Retail Price Index. Since 2001olth@ge pension has been uprated
in line with the increase in the earnings indextwg®n 2001 and 2007 the value of
the old age pension grew by 28% and the improvemdipg power of the pension
echoed the increasing prosperity of the generakwgrpopulation. However, the
global downturn has disrupted this upward trend iand of the last 5 years, prices
have risen faster than wages, and both workergansdioners have seen a fall in the
real value of their incomes.
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Following the most recent increase in the Statdsage pension of 1.5% in October
2012, Ministers made a commitment to review thehmaasm for uprating the old age
pension. The issue was investigated during thenawtof 2012, and the mechanism
which these Regulations propose was first annourgedhe Minister for Social
Security in November 2012.

Changes to future uprating methodology

It is vital that any changes made to pension upgasafeguard the future value of the
pension and ensure that it remains affordable énldhg term as pensioner numbers
increase.

Any uprating methodology must remain mindful thangioners can be particularly
vulnerable in times of recession; equally in yeah®re average earnings stagnate, it
should acknowledge the financial pressure placedhenworking population, who
fund the pensions paid.

As previously announced, the new uprating methaglol@fers to both changes in
RPI (Pensioners) and average earnings. It guararites pensioners will always
receive an increase at least in line with the obdiving for pensioners, while also
following the trend in average earnings, which expected to rise faster than the cost
of living in the long term.

In summary:

* In years where prices (RPI (Pensioners)) rise fast@n average earnings,
pensions will increase by the percentage increapeges.

« In years where average earnings rise faster thiaaspfRP| (Pensioners)), the
pension will increase by at least the midpoint eetwthe average earnings
increase and RPI (pensioners).

< If the midpoint increase would take the value & tid age pension below the
long-term growth in earnings, then the old age enwill be increased so
that it matches the long-term growth in earnings.

However, if in any year, the uprating process waelsllt in a reduction in the value
of the old age pension, then the old age pensitimemain unchanged at its previous
value.

The diagram below illustrates how the method wilbrkv In this hypothetical
example, in year 3 and year 8, prices grow fakten earnings and the old age pension
increases above the level of the earnings indexath of those years. This protects
pensioners whenever prices are rising faster taamrgs. The method then continues
to provide increases in the pension rate, but oueror two years the pension index is
brought back in line with the earnings index. Thietliations in the earnings index are
smoothed out to protect pensioners from short-tgramges in the economy.

Prices rising
faster than /H

earnings = R

—— AFI
m—Ch QAP

Pension Index [ Average Earnings index

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year B Year 9 Year 10
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The baseline for the growth in earnings will be swead from 2011. In that year, the
index of average earnings stood at 267.3 and tleklweld age pension rate was set
at £184.45. The adjustments that will be made ¢octirrent old age pension (see next
section) are equivalent to the old age pensionimi)12 being set at £189.84 per
week. This provides a pension index for 2012 of.2/78ompared to the index of
average earnings in 2012 of 271.4.

Subject to the approval of these regulations, thgt mprate will take place on

1st October 2013 using the new method and basetieoiRPIl (Pensioners) and the
average earning index figures for June 2013. The uygrating method will only be

applied to old age pensions. All other contributbenefits will continue to be linked

directly to the index of average earnings.

Adjustments

In line with the commitment made by the Minister November 2012, and the
subsequent States decision in December 2012 (Pi®adgeé pension: increase for
2012, as amended), these Regulations also prowidanfincrease in the current rate
of old age pension and a lump sum payment in résggebe difference between the
current value of the pension and the increaseitepmas at June 2012.

The Regulations will create a new benefit, in ttirf of a single payment, the “2013
old age pension adjustment”, calculated as thetiaddl amount that pensioners
would have received since October 2012 if the menbad been increased by 2.9% at
that time. The lump sum will be paid to all pengitnwho are eligible for a pension
on a specific day and it will be added to theiralqaension payment for that week.

This lump sum will be followed the next week withmad-year uprate, calculated to
raise the value of the old age pension to the daxs as would have been achieved
had an uprate of 2.9% been applied in October .20tz will increase the full rate
single old age pension from £187.25 per week t®BBper week.

As set out in the comments to P.97 Amd., providthgse backdated payments
represents a major administrative task. The tinletab implement the proposed
solution currently provides for the lump sum payiseaio be made on 2nd May 2013
and for the revised old age pension rate to be lpayrom 9th May 2013. As
payments are made in advance and operational charegel to be made some time
before the planned payment dates, the exact datetrenvalue of the lump sum
payment will be confirmed by a Ministerial Ordeo, be made by the Minister for
Social Security, in early April.

Based on a payment date of 2nd May 2013, the mawrivaiue of the 2013 old age
pension adjustment for a single pensioner with lacintribution record is £80.29.
The value of the adjustment will vary accordingtite value of the weekly pension
rate for each individual pensioner. Thus —

e The lump sum will be paid proportionate to the ddwtion record of the
pensioner. For example, a single pensioner witl8@¥ record will receive
£64.23.

* The lump sum will be reduced accordingly for pensis who have opted to
take a reduced pension at age 63 or 64.

e A dependency increase of 66% will be paid to hudbawho receive a
pension in respect of a dependent wife.

Pensioners and income support

Just over 2,000 local pensioners claim income supptie income support system
includes a pension income disregard which ensurasgeople aged 65 and above
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receive up to an additional £45.08 per week (sipgasioner), or up to £74.13 per
week for a pensioner couple.

In the week in which the 2013 old age pension dufjest is made, the IS pension
disregards will be increased in line with the maxim value of the lump sum
payment. As with previous annual uprates, this wifisure that all low-income
pensioners benefit from the full value of the 2@1Bage pension adjustment.

In the following week, the pension disregards Vii# adjusted in line with the
maximum value of the revised pension rate. Thesangds will be made by
Ministerial Order at the beginning of April.

Administration of the 2013 old age pension adjustnre

As set out in the comments to P97 Amd., the cdlicmaand payment of backdated
amounts across 28,000 pensioners represents aamtidisadministrative task. The
Regulations reflect a pragmatic solution to thislgbem. In particular, the 2013 old
age pension adjustment will be paid to all pensi®méo are eligible to receive an old
age pension in a specific week (planned to be #hekvof 2nd May 2013). All eligible

pensioners in that week will receive a payment dase the total number of weeks
since the October 2012 uprate, and their contobutecord. This will include some
pensioners who have reached pension age after @@6t2 and before May 2013.

Even with this simplification, substantial admingttve effort will be required to
ensure that —

« Pensioners are fully informed as to the paymertsttiey will receive,

* Income support claimants receive the full valuéhefadditional amount,
* Local pensioners can be advised of their incomdigaxity for 2013,

« Payments can be made efficiently throughout thddyor

« Backdated claims received later in 2013 can be détd fairly.

Financial and manpower implications

The proposed uprate methodology ensures that thease in pensions in a particular
year cannot fall below RPI (Pensioners) but canpagasion, rise above the increase
in the Index of Average Earnings. In these yedrs,cost to the Fund will be greater
than under the current method. The additional eatdepend on the difference
between the increase in prices and the increas&rmngs in that year.

Adjusting the 2012/2013 pension rates in line wille 2.9% increase in RPI
(Pensioners) as at June 2012 will introduce antiaddl cost of approximately

£2.04 million. Based on a payment date of 2nd Mad/3 the 2013 old age pension
adjustment will be paid to just over 28,000 pensisn cover 31 weeks from
4th October 2012 to 8th May 2013 and cost approtain&1.21 million. The pension

uprate, to run from 9th May 2013 to 30th Septena®dr3 will cost approximately

£0.83 million. These costs will be met from the i@bSecurity Fund.

Increasing the value of the pension disregard withe income support calculation
will create additional cost within the income supgmdget. However, this cost forms
part of the normal uprating process and is includikin the cash limit for 2013.

There are no ongoing manpower implications. Howewensiderable temporary
resources will be needed to ensure the smooth payofighe 2013 old age pension
adjustment. Existing departmental resources wi#dn® be reallocated from other
operational areas to administer this project.
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Explanatory Note

These Regulations amend the Social Security (Jetsay 1974 so as to provide for a
single payment (the “2013 old age pension adjustiném persons entitled to an old
age pension on a date that will be prescribed iDeder made by the Minister for
Social Security; to alter, from one week after tate, the rate of old age pension;
and, from 1st October 2013, to alter the way inchtthe rate of old age pension is
calculated.

Regulation 1 provides for references in these Regulations tticlds and other
provisions of a Law to be construed as referenzasith Articles and other provisions
in the Social Security (Jersey) Law 1974 (the “Law”

Regulation 2 amends Article 1 of the Law. The definition “stand rate of benefit” is
substituted consequentially upon the introductimnthese Regulations, of a different
standard rate of benefit for the old age pension.

Regulation 3 amends Article 12 of the Law. Article 12 lists tthescriptions of benefit
payable under the Law. The amendment adds the @d18ge pension adjustment to
the list.

Regulation 4 amends Article 13 of the Law. Article 13(1)(a) ggveffect to Schedule 1
to the Law, in which the various weekly rates afidéfits are set out. Article 13(1)(a) is
simplified having regard to the amendments to Soleefl that are made by
Regulation 7. Article 13(2) is amended so that stendard rate described in it no
longer applies to the old age pension.

Regulation 5 amends Article 14 of the Law. Paragraph (1) of thdicle gives effect
to Schedule 2 to the Law, in which the contributtmmditions for all the various kinds
of benefit are set out. There is already an exopgtr insolvency benefit, because the
contribution conditions for that benefit are set ouArticle 26A of the Law rather
than in Schedule 2. This amendment adds an execefaiothe 2013 old age pension
adjustment, because that payment does not diréetye contribution conditions
attached to it. Instead entitlement to the paymeélhtbe determined by reference to a
person’s entitlement to the old age pension ancetbee, indirectly, according to the
contribution conditions for the old age pension.

Regulation 6 inserts Article 25A in the Law. Article 25A dedweis the circumstances
in which a person is entitled to the 2013 old agespon adjustment. To qualify, the
person must be entitled to receive an old age per{gicluding a reduced pension) on
the prescribed date. The Minister for Social Ségumust also prescribe, by Order, the
amount of the 2013 old age pension adjustment.

Regulation 7 amends Schedule 1 to the Law. Currently, Schebliden 2 Parts. Part 1
sets out rates of benefit, including the rate for bld age pension. Part 2 sets out
amounts of benefits which are a single payment.

Paragraph (1) of Regulation 7 deletes from Part 1 of Schedule 1 the 3 provistbas
currently set the weekly rate of old age pensibe, weekly rate of reduced old age
pension and the weekly rate of old age pensiontpgaya respect of a dependent wife.
All of these rates are currently set by refereicthé standard rate of benefit, which is
set in accordance with Article 13(2) of the Law.eTprovisions are deleted as new
provision is made to set these rates in the newlPaof Schedule 1.
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Paragraph (2) of Regulation 7 inserts a new Part 1A in Schedule 1. This new Part
contains new rules for setting a standard rateHerpurposes of the old age pension
only. The calculation of the standard rate for othenefits is unchanged.

In the new Part 1A —

» The standard rate for the purposes of the old agsipn (the “standard rate”)
is fixed at £189.84 from 7 days after the date @reed under the new
Article 25A of the Law until the end of Septembpar@graph 2(1)).

* From 1st October 2013, the standard rate is adjustving regard to the
relative values of the Retail Prices Index (Permishthe Jersey Index of
Earnings and the Pensions Index, in the followiray w

0 On the 1st October, the standard rate is recatllay reference to
changes in the various indicgm(agraph 2(2)).

o If the Retail Prices Index (Pensioners) increasea percentage that
equals or is greater than the percentage incrédaaey] in the Jersey
Index of Earnings, the standard rate is changedth®y same
percentage as the change in the Retail Prices IfBersioners)
(paragraph 2(3)).

0 There are 2 different rules if the Retail Pricedelx (Pensioners) does
not increase by a percentage that is more thapdhmntage change
in the Jersey Index of Earnings.

0 The default rule is that the standard rate is chdrxy the percentage
that is halfway between the percentage changeenRibtail Prices
Index (Pensioners) and the percentage change idetisey Index of
Earnings paragraph 2(4)).

o0 However, if the result of applying that rule woldd that the Pensions
Index falls below the Jersey Index of Earnings, stendard rate is
changed by the percentage necessary to ensut@éhaensions Index
is the same as the Jersey Index of Earnipgsagraph 2(5)).

0 A Pensions Index is created which is simply inceglaannually in
accordance with the annual change in the standdéed The baseline
for the Pensions Index is, for 2012, a value of.27%his represents
the Jersey Index of Earnings for 2011 (267.3),figaliby the pension
increase on 1st October 2012 (1.5%) plus the nakioplift in the
pension effected by the 2013 old age pension adprst (1.4%)

(paragraph (2)(6)).

o If neither the Retail Prices Index (Pensioners)therJersey Index of
Earnings increases, the standard rate shall ins@adin unchanged
(paragraph 2(7)).

« The weekly rates for the old age pension, the redlwdd age pension and the
old age pension payable in respect of a dependémtivat formerly appeared
as paragraphs 8, 8A and 9 of Part1l of Scheduleelnaw set out in
paragraph 3 of Part 1A of Schedule 1. The only ghdn these rates is to link
them to the new standard rate described abovegaitisbf to the existing
standard rate in Article 13(2) of the Law.

Paragraph (3) of Regulation 7 amends the heading to Part 2 of Schedule 1. Glyyen
that heading refers to all benefits that are otiggafments as “grants”. The addition
of the 2013 old age pension adjustment makes rogpjate to widen the description
in the heading.
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Paragraph (4) of Regulation 7 amends Part 2 of Schedule 1 so as to add the amoun
for the 2013 old age pension adjustment. The basiount will be prescribed by
Order of the Minister for Social Security. The lzagimount is the amount which will

be received by a person who is entitled to a fllage pension. However, if a person
is entitled to less or more than the full old agagion, the basic amount is pro-rated
in accordance with existing provisions of the Lavd ®rders made under it.

Regulation 8 provides for the citation and commencement ofalRsgulations.

States % Page -9
of Jersey P.15/2013






Draft Social Security (Amendment of Law No. 5) 6ky)
Regulations 201- Arrangement

DRAFT SOCIAL SECURITY (AMENDMENT OF
LAW No. 5) (JERSEY) REGULATIONS 201-

Arrangement

Regulation

1 INterpretation ......oooe e 13
2 YN Lo (ST = T 0 1= Lo [T 13
3 PN g (oA L3 =T 0 T=T o (<Y TR 13
4 PN g (oA LI R Ir= T aT=T o [<To T 13
5 WA Lo (ST R Yy a1 o (o (<Y [T 14
6 ATTICIE 25A INSEITEA ... iieeeeee et e e e e enns 14
7 Schedule 1 amMENAEA............ieieee e e ettt e e e e e e e e e e e e eenns 14
8 Citation and COMMENCEMENT.......ieveieer ettt e et e e e e raaas 16
States & Page - 11

of Jersey P.15/2013






Draft Social Security (Amendment of Law No. 5) 6ky)
Regulations 201- Regulation 1

Jersey

DRAFT SOCIAL SECURITY (AMENDMENT OF
LAW No. 5) (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 1974have made the following Regulations —

1 Interpretation

In these Regulations a reference to an Articlee8ate or Part of a Schedule by
number only is a reference to the Article, SchedulPart of a Schedule of that
number in the Social Security (Jersey) Law $974

2 Article 1 amended

In Article 1(1) for the definition “standard ratef denefit” there shall be
substituted the following definition —

“‘standard rate of benefit’ —

(@) for the purposes of the old age pension, hasntbaning
given in Part 1A of Schedule 1;

(b) for the purposes of any other benefit, hasntieaning given
in Article 13(2).".

3 Article 12 amended

In Article 12, after paragraph (e) there shall beserted the following
paragraph —

“(ea) 2013 old age pension adjustment;”.

4 Article 13 amended

In Article 13 —
(@) for paragraph (1)(a) there shall be substituthd following sub-
paragraph —
States & Page - 13
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Draft Social Security (Amendment of Law No. 5)réky’
Regulation 4 Regulations 201-

“(a) the weekly rates of benefits and the amoulfitany single
payment benefits (apart from long term incapadigwance
and insolvency benefit) are the amounts set out in
Schedule 1;7;

(b) in paragraph (2) after the words “for the puag® of this Law” there shall
be inserted the words “(except for the purposdb@bld age pension)”.

5 Article 14 amended

In Article 14(1) for the words “(other than insohey benefit)” there shall be
substituted the words “(other than insolvency bitnef the 2013 old age
pension adjustment)”.

6 Article 25A inserted
After Article 25 there shall be inserted the foliag Article —

“25A 2013 old age pension adjustment
(1) A person shall be entitled to the 2013 old pgasion adjustment
if —
(@) on the prescribed date, the person is eligirean old age
pension or reduced old age pension; and
(b) in accordance with the Law and any Order maaggeu it,
has applied for and, in the case of a reducedggdpansion,
elected to take, such pension.
(2) The Minister shall by Order prescribe —
(@) adate for the purposes of paragraph (1)(&); an

(b) an amount for the purposes of paragraph 3 of Paf
Schedule 1.".

7 Schedule 1 amended
(1) InPart1 of Schedule 1, paragraphs 8, 8A asldall be deleted.
(2) After Part 1 of Schedule 1 there shall be ireskthe following Part —

“PART 1A — RATES OF OLD AGE PENSION

1 Interpretation of Part 1A
| (1) Forthe purposes of this Part of this Schedule
‘standard rate’ shall be construed in accordantie paragraph 2;

‘RPI (Pensioners)’ means the Jersey Retail Pricedex
(Pensioners) produced by the States of JersewgigtatUnit.

| (2) For the purposes of this Part of this Schedule
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Draft Social Security (Amendment of Law No. 5) 6ky)

Regulations 201-

Regulation 4

(@) areference to the RPI (Pensioners) for a geto the Jersey
Index of Earnings for a year is a reference to ithdex after
the percentage increase or decrease in the inddkdo/ear
has been applied; and

(b) the percentage increase or decrease in thgHPkioners)
or the Jersey Index of Earnings for a year is thiegntage
increase or decrease in that index during the li2timso
commencing July of the preceding year.

2 Standard rate

(1)

(2)

®3)

(4)

®)

(6)

The standard rate for the period beginning ysdafter the date
prescribed for the purposes of Article 25A(1)(aj amnding with
30th September 2013 shall be £189.84.

The standard rate shall be recalculated o®&&iber 2013 and on
each anniversary of that date, in accordance whiehfollowing
provisions of this paragraph.

If, for a year, the RPI (Pensioners) increamas the Jersey Index
of Earnings either does not increase or increages jpercentage
that is less than the percentage increase in théHRRsioners), the
standard rate shall be increased by the same pageems the
percentage increase in the RPI (Pensioners) fordae

Subject to sub-paragraph (5) if, for a year —
(@) the RPI (Pensioners) increases but the increadsy a

percentage that is less than the percentage imcinathe
Jersey Index of Earnings;

(b) the RPI (Pensioners) stays the same but tlseyléndex of
Earnings increases; or

(c) the RPI (Pensioners) decreases and the Jermsx lof
Earnings for the year increases or remains the same

the standard rate shall be adjusted by the pegemtsange that is
the arithmetic mean of the percentage change in the
RPI (Pensioners) for the year and the percentagagehin the
Jersey Index of Earnings for the year.

If, for a year, the application of the rulesuab-paragraph (4) would
result in the Pension Index for the year being tess the Jersey
Index of Earnings for the year, the standard ratgl snstead be
increased by the percentage required to incre@sPehsion Index
for the year so as to equal the Jersey Index afifgs for the year.

For the purposes of sub-paragraph (5) —
(@) the Pension Index for 2012 is 275.1;

(b) the Pension Index for each subsequent yedreisaimount
that is the Pension Index for the preceding yeereased by
the same percentage as the percentage increaaey|ifin
the standard rate on 1st October in that subsegeant
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Regulation 4

Draft Social Security (Amendment of Law No. 5)réky’
Regulations 201-

(7)

If, for a year, there is no increase in eittrer RPI (Pensioners) or
the Jersey Index of Earnings, the standard ratdl semain
unchanged.

3 Rates of old age pension

(1)
)

®3)

The weekly rate for the old age pension isstiaadard rate.

The weekly rate for a reduced old age pensi&art in accordance
with Article 25(1A) is the rate of old age pensipayable to the
person, reduced by 0.58% for each month from thetimim which
the person becomes entitled to receive the redoickdge pension
until the month in which the person attains perelde age (both
months inclusive).

The weekly rate payable for an old age pengibare the pension
is payable to a woman by virtue of her husbandsiiance, and
the woman’s husband is alive, is 66% of the rateldfage pension
payable to her husband.”.

(3) For the heading to Part 2 of Schedule 1 théadl e substituted the
heading “PART 2 — AMOUNTS OF SINGLE PAYMENT BENEFST.

(4) In Part2 of Schedule 1, after paragraph 2ethenall be added the
following paragraph —

u3.

2013 old age A lump sum that is the relevant percentage

pension adjustment of the prescribed amount—- where the
relevant percentage is the percentage of the
old age pension that, on the date prescribed
for the purposes of Article 25A(1)(a), the
person is, in accordance with this Law and
any Order made under it, eligible to
receive.”.

8 Citation and commencement

These Regulations may be cited as the Social $gd&imendment of Law
No. 5) (Jersey) Regulations 201- and shall conefimice 7 days after they are

made.
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Draft Social Security (Amendment of Law No. 5) 6ky)

Regulations 201- Endnotes
! chapter 26.900

2 chapter 26.900
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