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COMMENTS

Deputy M. Tadier of St. Brelade proposes —

To increase the total intended amount of Statesmecfrom 2017 — 2019 by a
higher rate of income tax to be introduced in 2@8d6 individuals whose

income is greater than £100,000 per annum to dfiedfinancial impact of not
proceeding with the proposed savings in the Sdsedurity Department,
i.e. retaining the Income Support Index-linking fadults aged below 65,
Income Support disregards for LTIA/ invalidity/ swor's benefits,

maintaining emergency grants.

To increase the total States’ expenditure in 202619 by not proceeding with
the savings in the Social Security Department metgi the Income Support
Index-linking for adults aged below 65, Income Supplisregards for LTIA/
invalidity/ survivor’'s benefits, maintaining emergy grants as proposed in
the MTFP for 2016 — 2019.

The Council of Ministers strongly opposes Amendmen{9) and the associated
Amendments (2) and (8).

Summary of Council of Ministers’ Comments

For ease of reference, the Council of Ministepésenting a single Comment regarding
the proposed increases in income tax, which shioelldonsidered by States members
alongside each of the Amendments (2), (8) and (9).

Every Social Security benefit has been consideretladl the proposals were judged
against the principle of making the benefit sysfairer.

It is vital that we review these benefits to ensilvat they provide effective
support to people that really need it.

The proposed benefit measures have been propenghih through, and in
many cases protect existing claimants with budgeings created through
holding benefit levels steady, rather than needmgnake cuts in current
entitlement.

Workers on Income Support have seen a real incieaseome since it was
introduced.

The package of measures presented in the MTFP &es proposed to
reprioritise resources by reducing spending in saneas to invest in other,
higher priorities for Health, Education, infrastwe, economic growth and
improving productivity.

Each department has considered its priorities anumgted requests for
additional funding alongside a spending review Wwhiequires savings and
efficiencies across the States.

The Amendment proposals are presented as a packaddhe States’ first
strategic priority is sustainable public financ€his is a principle that should
be maintained when considering these proposals.
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Summary of benefit proposals

The Council of Ministers believes that every aregavernment spending should play
its part in helping the States to return to a baanbudget. The proposal to hold the
benefit budget at its 2015 level by the end of M¥F-P represents £10 million, or 7%

of the proposed £145 million package of measuresler to balance the budget and
fund the investment in States’ strategic priorities

Impact of Proposed Changes to Tax Funded Benefits
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The proposed measures have been properly thouglhigtin, and in many cases protect
existing claimants with budget savings createdughoholding benefit levels steady,
rather than needing to make cuts in current entile to those benefits targeted at need.
The package creates savings of £10 million by 26&Mpared to an estimated budget
that includes full indexation of benefits.

All the necessary changes have been put forwapdra®f the initial MTFP document.
Subject to the States’ approval of the current psafs, there will be no need to submit
further proposals in 2016.

Every Social Security benefit has been considenetladl the proposals were judged
against the principle of making the benefit systairer. Three tests were also used to
identify the most appropriate measures —

* Promoting financial independence;

* Improving the targeting of benefits; and

* Minimising the impact on individuals.
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Linked amendments

Amendments (2), (8) and (9) taken together seekverse the Social Security benefit
changes that have been proposed. Rather than affepensatory savings, these
amendments seek to increase the rate of inconte fard the ongoing budget for these
benefits. In the event that the tax increases aresupported by the States Assembly,
alternative savings would need to be identified nake up this shortfall of
approximately £10 million by 2019.

Detailed Comments

Maintaining income support components at 2015 evatlaimants aged below 65

The Council of Ministers’ proposal is that mostloé income support components will
be maintained at their 2015 values for 2 years|sivttie rental (and childcare cost)
income support components will continue to incraad@e with inflation. The Council
of Ministers wishes to ensure that all income suplpouseholds are able to afford their
rent increases. The MTFP budget also providesdperal component increases in both
October 2017 and October 2018.

The written report accompanying this Amendment sgtgythat there has been a
reduction in the spending power of claimants sthesbeginning of income support.

This analysis is not correctand a detailed explanation of this issue was pealiin
response to Written Question 8956 tabled by Degufy. Southern of St. Helier on
22nd September 2015.

The level of income support received by a housel®ldetermined by the value of
components and the treatment of income. There éas & substantial improvement in
the level of disregard applied to earned incomees008. From an initial rate of just
6%, the current disregard level stands at 23%. fidsded to a significant improvement
in the total household income available to incomepsrt families that have full- or

part-time earnings.

For example, a couple with 2 children with one pasgorking full-time at minimum
wage has seen an increase in household income8oé fieek (£1,472 a year) after
adjusting for inflation.

Given the low level of inflation, holding some cooments steady until October 2017
will have a small impact on these households, ttreates a substantial saving because
it affects all households claiming income supp®he alternative would be to impose
much greater changes on specific groups of claisnant

The amendment to the proposal to maintain incormpe@t components has been split
across 2 separate propositions (this one and Amendf®)). Under the current income
support system, adults aged above and below 6%ecttee same set of components.
A proposal to increase components just for claisiaged under 65 (or over 65) would
require significant changes to IT and administetsystems. Additional resources
would be required to make these changes, and wwarkl be a delay of a minimum of

several months before this split could be impleme&nOngoing administration costs
would increase.
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Amendment (9)(ii)

Maintaining current disregard levels for contribytbenefit income

The current income support legislation include®@adisregard against some types of
contributory benefit income. These mainly coverimbnts with long-term medical
conditions, who are claiming either LTIA or the afalidity benefit. It also covers a
small number of working-age individuals who ardralag a survivor’s benefit.

These individuals are receiving 2 benefits from3loeial Security Department, and the
current disregard means that they keep a smaleptrge of the contributory benefit,
on top of their income support award. The maximuiandard rate benefit is
approximately £200 per week, giving a maximum addél income of £12 a week.

This extra allowance is not aimed at any speciied) or additional cost. It is not
provided to income support claimants who are recgisickness benefit (STIA),
maternity allowance or carers allowance (HCA)ddsiextra complexity to the Income
Support system and does not encourage claimantsndee towards financial
independence.

Claimants who have long-term health conditions alisability can claim a range of
medical benefits through income support to assit various costs associated with
their condition. The ‘Back to Work’ teams have abtg extended the support they can
offer to people with long-term conditions, to héhgm return to suitable employment,
and will be continuing to extend the help they [devin this area.

Amendment (9)(iii)

Providing one-off loans instead of grants

Income support is designed to support basic wekkilyg costs. One-off payments,
known as special payments, are used to help wéthdkt of more significant items such
as rental deposits, white goods and dental costs.

At present, most special payments for white gob@dwsiture and fittings are given as
grants, and do not need to be repaid. Other spg&yahents such as rental deposits are
provided as loans which are repaid in small weakipunts.

The savings proposal is that payments for whitedgpturniture and fittings will now
also be provided as loans. This ensures that aeholgscan always receive help with
basic items, but reduces the cost to the Socialf@g®epartment as loans are repaid.
Household circumstances are always carefully cemnsd when setting the level of
repayment. Vulnerable claimants such as care Isawér still receive grants when
needed.

Other special payments, such as help with fun@stscand dental costs for pensioners,
will continue to be available as grants.
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Sustainable Public Finances and PrioritisationRedllocation of Resources

The Deputy is proposing to maintain certain of ghesting benefit provisions by
increasing taxes.

* The Council of Ministers has prioritised the pragigsn the MTFP on the strategic
priorities of the States.

* The package of measures presented in the MTFPdeaispoposed to re-prioritise
resources by reducing spending in some areas ¢gtiinv other higher priorities for
Health, Education, infrastructure, economic growaild improving productivity.

» Each department has considered its priorities abthdted requests for additional
funding alongside a spending review which requsasngs and efficiencies across
the States.

* The Amendment proposals are presented as a pachkadjthe States’ first strategic
priority is sustainable public finances. This igranciple that should be maintained
when considering these proposals.

Financial and manpower implications

This Amendment is part of three similar Amendmég)s (8) and (9), which together
propose to raise £9.6 million in Income Tax andtoanake the benefit changes from
Social Security.

The Amendment is presented as financially neuttalvever, States Members should
consider the benefit proposals a package with #wsibn to increase income tax,
otherwise the implications of this Amendment cob&lan increase in spending and
projected deficit of £4.1 million in 2019, or curatively more than £14 million over
the period of the Plan.

The amendment identifies cost implications for egetir of the MTFP for each of the
changes proposed.

The Social Security Department has published detéihe impact of these changes for
2016, and it should be noted that there are soswegpancies between the departmental
figures and those identified in Amendments (2),a(&) (9).

The report published by the Minister for Social 3@y in respect of associated
legislation (P.103/2015, Draft Income Support (Mitaneous Provisions No. 2)
(Jersey) Regulations 201-) explains that a degfdkexibility has been incorporated
into the overall plan to allow both for unforesesternal pressures to be accommodated
but also for the possibility of improvements inrdgard levels during the MTFP.
Therefore, at this stage, it is not possible tdficanthat the figures identified for each
sub-amendment for each year of the MTFP are aecurat

A decision that required separate component Ideelsmcome support claimants aged
above and below 65 may require additional manpower.
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