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European Convention on Human Rights

In accordance with the provisions of Article 16tbé Human Rights (Jersey) Law
2000, the Minister for Treasury and Resources hedenthe following statement —

In the view of the Minister for Treasury and Res®s; the provisions of the Draft

Income Tax (Amendment No. 44) (Jersey) Law 201- aosnpatible with the
Convention Rights.

Signed: Senator P.F.C. Ozouf

Minister for Treasury and Resources

Dated: 17th July 2014
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REPORT

With Jersey’s aging demographic, it is vitally innfamt that the tax rules applying to
pensions and pension schemes are fit for purposeetkr, it has become apparent
that the relevant tax rules in Jersey have not kape with modern society and are
now lagging behind those applied in comparablesglictions.

In response, alongside the 2014 Budget, a consutalocument (including draft
legislation) was issued by the Treasury regardirap@sed changes to the tax rules
relating to pensions and pension schemes. The ebamgflined in the consultation
document sought to achieve the following aims —

« simplification of the tax rules;

¢ modernisation of the tax rules — including, in matar, the introduction of
flexible retirement in the context of occupatiopahsion schemes; and

e achieving greater consistency between the tax apedying to occupational
pension schemes and personal pension schemes,etmdeh the tax rules
applying to different forms of personal pensionesobs, such that the tax
incentives to transfer funds between pension scher@minimised.

The overwhelming majority of respondents to thestitation were supportive of the
general aims of modernisation and simplificationt they also challenged the initial
proposals and identified different options. Havimgviewed the consultation
responses, a Report was presented to the Sta&ndrMay 2014 by the Minister for
Treasury and Resources (see:

http://www.statesassembly.gov.je/AssemblyReporistZR.70-2014.pdf

which summarised the consultation responses anoh@dithe changes that would be
made to the initial proposals as a result of thesatiation process.

The Draft Income Tax (Amendment No. 44) (Jerseyy P81- proposes the necessary
legislative changes to the Income Tax (Jersey) 1864 required to give effect to the
changes to the relevant tax rules.

The Draft Income Tax (Amendment No. 44) (Jerseywy [201- proposes that Part 19
of the Income Tax (Jersey) Law 1961 is rewritterc@ate a modern and flexible set
of tax rules for pensions and pension schemes.ri&i@ changes proposed to the
existing tax rules are outlined below —

* members of occupational pension schemes will ngdoibe required to retire
before being able to draw a pension from their jpenscheme;

e occupational pension schemes with members in Jarsgyne or more other
jurisdictions will be able to seek approval in &grdor just the part of the
scheme relating to the Jersey-based members;

¢ Retirement Annuity Trust Schemes (“RATS") will benamed as Retirement
Trust Schemes;

*« non-resident individuals will be allowed to contrib into Retirement Trust
Schemes;

e pension schemes will be able to allow a personesuffj from serious ill-
health to commute their pension fund at any time;

« pension schemes will have much greater flexibiitheer how they choose to
pay out the 30% tax-free lump sum available fromraped Jersey schemes;
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* where a lump sum payment from an approved Jers®nseis taxable (e.g. a
lump sum paid following the death of the pensioideowhere the pension
holder had already commencement benefits) it vélltéxable at the rate of
10%, deducted by the scheme manager from the lumgbgfore it is paid;

e a much wider range of international pension fumehgfers, both to and from
Jersey, will be permitted:;

* individuals will be able to access the flexibility drawdown contracts where
they have already taken a tax-free lump sum fraair pension scheme; and

< the introduction of a potential benefit-in-kind fpension contributions made
in the context of owner managers.

In addition, consequential amendments are madentmder of the other Articles of
the Income Tax (Jersey) Law 1961 in order to re¢fllee changes made in Part 19.

If agreed by the States, the changes outlined enDiraft Income Tax (Amendment
No. 44) (Jersey) Law 201- would come into effeotrfrlst January 2015.

Financial and manpower implications

No financial or manpower implications are anticgzthtas a result of the
implementation of this draft Law.

Human Rights

The notes on the human rights aspects of the Heaftin the Appendix have been
prepared by the Law Officers’ Department and aruited for the information of
States Members. They are not, and should not les tag, legal advice.
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APPENDIX TO REPORT

Human Rights Notes on the
Draft Income Tax (Amendment No. 44) (Jersey) Law 2D

These Notes have been prepared in respect of thi Dcome Tax (Amendment
No. 44) (Jersey) Law 201- (théraft Law ") by the Law Officers’ Department. They
summarise the principal human rights issues arisong the contents of the draft Law
and explain why, in the Law Officers’ opinion, theaft Law is compatible with the
European Convention on Human Rights§ CHR”).

These notes are included for the information of Stas Members. They are not,
and should not be taken as, legal advice.

The only part of the new provisions which touchesGonvention rights is the new
Article 131P. This essentially re-enacts existimgvjsions on the withdrawal of

approval, and the consequential tax charge of g% of the value of the Fund (or
part of the Fund affected by the withdrawal of awat). That tax charge may be
greater than the tax benefit that approval givesvéler, the imposition of liability on

those who wrongly seek a tax benefit is commomxslystems.

The questions of withdrawal of approval and theiltesy tax charge are both subject
to appeal to the tax commissioners. It is partidylaoted that the liability to tax on
withdrawal of approval must be abated to a levat ik fair, just and reasonable. This
would mean that the Tribunal would reduce it t@eel that represented a removal of
any benefit gained from wrongly having approvedustaand any further liability
would represent a fair, just and reasonable amtmusanction deliberate or reckless
default.

The Law Officers have no doubt that the system iidvawal of approved status and
the tax charge represent a “fair balance” of pubhd private rights. The system of
court oversight would satisfy the fair hearing riegiments of the Convention, and so
it is not necessary to consider the question oftkdrethis as a tax case would fall
outside Article 6 of the Convention by reason & Herrazzini decision.

For these reasons, the draft Law is plainly conppativith the Human Rights (Jersey)
Law 2000.
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Explanatory Note

This Law re-enacts, with substantive and structahainges, almost all of Part 19 of
the Income Tax (Jersey) Law 1961 (the “1961 Lawart 19 contains provisions for
taxation relating to pensions.

Article 1 defines the 1961 Law.

Article 2 amends Article 3 of the 1961 Law, which contaimsi@ral provisions for
interpretation. The amendments are consequentiah upe amendments made by
Article 11 of this draft Law.

Article 3 amends Article 41A of the 1961 Law, which imposesiuty on certain
taxpayers to pay an instalment of tax in April egelar. The amendment makes it
clear that the requirement to pay an instalmentsibeapply to any tax that the
scheme manager of an approved Jersey scheme, mvegprawdown contract or an
approved trust is required to pay in accordanch ®ért 19 of the 1961 Law.

Article 4 amends Article 62 of the 1961 Law. The amendmémifies the Case, in
Schedule D, under which pension income or a lump paid in commutation of a
pension, is to be taxed.

Article 5 inserts Article 77A in the 1961 Law. It is, esselly, a relocation of the
provision currently made by Article 130 of the 1964w.

Article 6 amends Article 81 of the 1961 Law. Article 81 @n$ rules for the
computation of tax under Cases VI and VIl of Sched Generally, tax is charged
under Case VI or VII at the rate of 20% on the futhount of a person’s profits or
gains arising in the year. The amendment crosssrde exceptions from that rule,
whether the exception is to apply a different raitéax or charge tax on a different
amount.

Article 7amends Article 82 of the 1961 Law. Paragraph {ihat Article imposes the
charge to tax under Schedule D on the personsviegedr entitled to the income to
be taxed under that Schedule. This amendment gliteetreader to exceptions to that
rule, in particular, to instances where a schemeager is charged to tax on a lump
sum being paid out of a pension fund, and is reguio recover the tax by deducting it
from the lump sum before paying it.

Article 8 amends Article 87 of the 1961 Law. Article 87 regs the deduction of tax
before a payment is made out of certain grosstprofigains. The amendment has the
effect that Article 87 no longer applies to anrastipaid under retirement annuity
contracts or to annuity equivalents paid under ejersetirement trust schemes
(formerly known as retirement annuity trust schemes

Article 9 removes tax exemptions for the income of pensimulé and annuities from
Article 115 of the 1961 Law. Part 19 of the 1961M_as amended birticle 11, will
contain all the rules relating to taxation of pensi

Article 10inserts Article 123G in the 1961 Law. Article 123Gakes it clear that the
rules in Part 17 of the 1961 Law for companiesdddxed at 0% or 10% are subject
to any rule in Part 19 of the 1961 Law that chargeson a scheme manager of an
approved Jersey scheme.

Article 11 substitutes Articles 130 to 131G in Part 19 of 1861 Law. The provisions
that replace them are structured as follows —

Articles 130, 130A, 130B and 130C contain defim#and other provisions for
interpretation.
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Articles 131, 131A, 131B, 131C and 131CA provide floe approval of the
pension schemes or arrangements.

Articles 131CB, 131CC, 131CD, 131CE, 131CF and 13D10ntain provisions
as to the payments that must or may be paid cappfoved Jersey schemes.

Articles 131D, 131E and 131F re-enact existing @ased provisions regarding
approved drawdown contracts, approved trusts andinmim retirement
income.

Articles 131G, 131H, 131l, 131J, 131K, 131L and N3dontain the rules for
taxation relating to approved Jersey schemes.

Article 131M contains rules for taxation relating @pproved drawdown
contracts and approved trusts.

Article 1310 contains the rules relating to taxatiaf approved schemes for
non-residents.

Article 131P sets out the procedure for withdraafehpproval under Part 19 of
the 1961 Law and Article 131Q confers rights of egdpagainst decisions under
Part 19.

Article 131R is an Order-making power.
A detailed explanation of these substituted Artdialows —

Interpretation
130 Interpretation of Part 19

This Article defines expressions used in Part 1¢hef1961 Law. In particular,
“approved Jersey scheme” means an approved Jetcseapaiional scheme, an
approved Jersey retirement annuity contract or @roved Jersey retirement
trust scheme.

130A  Dependants

This Article defines who is a dependant of a pamsiolder, for the purposes of
Part 19 of the Law.

130B Fund value

This Article defines the value of a pension holdgrénsion fund, according to
whether the pension holder is in a defined contiglouscheme, a defined
benefit scheme or has made a retirement annuityraznor is the primary
beneficiary of a retirement trust scheme.

130C Relevant earnings

This Article defines an individual's relevant eargs. The definition is needed
for rules, in Article 131l, described below regaglithe tax treatment of a
pension holder’s contributions to an approved Jessbeme.

Approvals

131 Approval of Jersey occupational pension schemes

This Article specifies the rules that a scheme mastply with in order to be an

approved Jersey occupational pension scheme. Heenscmust be established
in connection with a trade or undertaking that éaployees in Jersey, in order
to provide an income for life for those employdésnly part of the scheme has
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that purpose, the approval would be of that pathefscheme only. This Article
replaces the current Article 131 (Superannuation$uand pension schemes) of
the 1961 Law.

131A  Approval of occupational pension schemes foverseas employees

This Article is also concerned with occupationahgien schemes — but where
the trade or undertaking is carried on outsideeyeby a non-resident, and the
employees are employed outside Jersey. It repldmesurrent Article 131A
(Exemption of superannuation funds for oversead@&yaps) of the 1961 Law.

131B Approval of Jersey retirement annuity contracs

This Article specifies the rules that a retiremanhuity contract made by a
Jersey resident must comply with in order to beaygy. It replaces the current
Article 131B (Annuity contracts) of the 1961 Law.

131C  Approval of retirement annuity contracts for overseas residents

This Article provides for the approval of retirenh@mnuity contracts made by
non-residents. It replaces the current Article 13 hnuity contracts for
overseas residents) of the 1961 Law.

131CA Approval of Jersey retirement trust schemes

This Article provides for the approval of retiremdrust schemes established
and administered in Jersey. This Article replades ¢urrent Article 131CA
(Retirement annuity trust schemes) of the 1961 Law.

Payments from approved Jersey schemes
131CB Requirement to pay pension income

This Article is a general rule that pension payredndm an approved Jersey
scheme cannot commence before the pension holdenas the age of 50, but
must commence before the pension holder reachesgeeof 75. There are
exceptions to this rule, which follow.

131CC Permitted early payment of pension income

This Article allows an approved Jersey scheme twige for the payment of
pension income before a pension holder reachesadheof 50 if the pension
holder is in ill health (defined in the substitutédticle 130(3)(a)) or if the
pension holder's employment or occupation is or@mfrwhich individuals
customarily retire before the age of 50.

131CD Permitted commutation — serious ill health

This Article allows an approved Jersey scheme tmpe pension holder who
is in serious ill health to commute the whole of ldr her pension fund,
irrespective of his or her age at the time. “Sesiduhealth” is defined in the
substituted Article 130(3)(b).

131CE Permitted commutation — trivial pension

This Article allows an approved Jersey scheme tonpea pension holder to
commute the whole of a trivial pension fund. A pensholder must be aged 60
or more to commute a pension under this Article amst not have started to
draw benefits from the pension. The aggregate vafiuke pensions commuted
by a pension holder under this Article cannot edd&#0,000.
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131CF Permitted commutation — thirty percent of netfund value

This Article allows an approved Jersey scheme tonjpiea pension holder to
commute part of a pension fund. A commutation camlade at any time when
the pension holder is between the ages of 50 and%o 30% of the net fund
value can be commuted on any one occasion. Moredha commutation may
be made, but the amount of previous commutationakisn into account so as
to reduce the net fund value at the time of comtmrta Furthermore, if the
pension holder has transferred into the pension tinie proceeds of another
pension, the proceeds transferred in shall be ghsded, in calculating the net
fund value, if the transfer is from another appobversey scheme (or was from
a scheme approved before the commencement of &ng Wwhich the pension
holder has already partially commuted under thischr or if the transfer is
from an equivalent scheme established outside yleasel the pension holder
has already partially commuted his or her fundhat scheme, and the amount
commuted was not liable to tax.

131CG Permitted transfers from and to approved Jemsy schemes and to
approved drawdown contracts

This Article allows the transfer of the whole ofund in an approved Jersey
scheme to another approved Jersey scheme. Paatiafdrs are also allowed,
with the prior approval of the Comptroller. Thististe also allows the transfer
of the whole of a fund in an approved Jersey schiena@ approved drawdown
contract, but only after payments of pension incarmoald have commenced
from the approved Jersey scheme. In addition, tmp@roller may approve a

transfer of the whole of a fund in an approved éescheme to an equivalent
scheme established outside Jersey, if the perspreséng the transfer is not
resident in Jersey. An approved Jersey scheme taayparmit transfers into

the scheme from an equivalent scheme establishsitleuersey.

Approved drawdown contracts and approved trusts

131D  Approved drawdown contract

This Article describes the requirements that a dawn contract must satisfy in
order to be approved. This Article and the follogvir2 Articles are re-
enactments of the existing Articles 131D, 131E 8BdF of the 1961 Law.

131E  Approved trust

This Article describes the conditions that a tmsist comply with in order to
be approved. Approved trusts are associated withrogpd drawdown
contracts. Establishing an approved trust is aarrative to purchasing a
lifetime annuity in order to provide the minimumtirement income for a
person who makes an approved drawdown contract.

131F Minimum retirement income

This Article specifies how an individual's minimuratirement income is to be
determined, for the purposes of Articles 131D aBtFL
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Taxation relating to pensions, etc.

131G  Taxation of approved Jersey schemes, drawdowgsontracts and
trusts

This Article provides that the income from invesitge and deposits in
approved Jersey schemes, approved drawdown cantmadtapproved trusts is
exempt from income tax.

131H  Allowance for contributions to approved Jerseyoccupational
pension scheme by employer

This Article provides that the contributions madg &n employer to an

approved Jersey occupational pension scheme ae detuctible expense of
the employer’s business. Annual contributions rwlyi made by an employer
are treated as an expense in the year in which daheypaid. If the employer

makes additional contributions, the Comptrollerlditect whether they are to
be treated as an expense in the year in whichahepaid, or whether they are
to be treated as an expense spread over a humipearst

1311 Allowance for contributions paid to approved &rsey schemes by
pension holder

This Article provides that, generally, a pensiorideos contributions to an
approved Jersey scheme are a tax deductible exp€hsee is a cap on the
amount of annual contributions that are tax debietiThe cap is whichever is
the lesser of —

. £50,000, less the pension holder’s excess incang;
. the pension holder’'s relevant earnings, less #msipn holder's excess
income.

For this purpose, a pension holder’'s excess incentke amount (if any) by
which his or her total income (before deduction ioferest relief under
Article 90AA of the 1961 Law and deduction of his leer contributions to
approved Jersey schemes) exceeds £150,000.

131 Taxation relating to repayment of contributiors made to
approved Jersey schemes

Contributions and accrued interest that are refmash employer are treated as
receipts of the business.

Contributions and accrued interest that are refmithe pension holder in an
approved Jersey occupational pension scheme, astieel by Article 131(12),
are taxed at 10%. The scheme manager is liableetdaix, and must deduct it
before repaying the pension holder. The amountiveddy the pension holder
is not liable to any further tax in his or her hanldut he or she does not receive
any credit or relief for the tax paid by the schemanager.

131K  Taxation of pension income paid from approvedersey scheme

Generally, pension income paid from an approvedgeleischeme is taxed
at 20%, which the scheme manager must deduct befakeng the payment.
The income paid is, for taxation purposes, treatsdthe recipient’'s earned
income. The Comptroller may direct that incomeitasteducted at a lower rate.
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131L  Taxation of lump sum paid from approved Jerseyscheme to
pension holder or dependant

Generally, when a lump sum is paid in commutatibthe whole or part of a

fund in an approved Jersey scheme, the paymeakeésitat 10%. The scheme
manager is liable to the tax and must deduct ibfeemaking the payment.
However —

. no tax is charged when a fund in an approved yageme is commuted
by reason of the pension holder’'s serious ill legtrovided that the
pension holder has not started to receive incoora the scheme and has
not previously commuted part of the fund;

. 30% of a lump sum paid in commutation of a trifiahd in an approved
Jersey scheme is exempt from tax;

. no tax is charged when 30% of the net fund valfiea dund in an
approved Jersey scheme is commuted;

. no tax is charged when, following the death of pea@sion holder in an
approved Jersey scheme, the fund is commuted amitfgel by the
conditions of approval, provided that the decegmation holder had not
started to receive pension income and had not cdethpart of the fund.

A lump sum paid as described in this Article is sabject to tax, or further tax,
in the hands of the recipient. Equally, the recipies not entitled to any
deduction or relief for any tax deducted from thap sum.

131M  Taxation of sums paid from approved drawdown ontracts and
approved trusts

A scheme manager making a payment from an apprdrsgdown contract or
approved trust must deduct income tax at 20%. Hyenpnt from the contract
or trust is, for taxation purposes, treated asexhimcome of the recipient.

131N Exemption from tax for transfer from approved Jersey scheme to
equivalent scheme

If the Comptroller has approved a transfer of tinedffrom an approved Jersey
scheme to an equivalent scheme outside Jersegrastied by Article 131CG,
no tax is paid on the amount transferred.

1310  Taxation of approved overseas schemes

No tax is charged on pension income or a lump saith {© a non-resident from
a scheme for overseas employees approved undeteAt81A or a retirement
annuity contract for an overseas resident.

Withdrawal of approval and appeals
131P Withdrawal of approval

This Article permits the Comptroller to withdrawyaapproval under Part 19 of
the 1961 Law and describes the process for withalraaf approval. The
consequence of withdrawal of approval is that #tieeme assets or, if greater,
the contributions made and income accrued, aréeli@mbtax at 50%, although
the Comptroller has a discretion to abate this gdaif he or she thinks it just
and reasonable to do so.
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131Q  Appeals against decisions of the Comptrollemdler this Part

This Article confers a right of appeal against a®gision of the Comptroller
under Part 19 of the 1961 Law. The appeal is toom@ission of Appeal
constituted under the 1961 Law.

Miscellaneous

131R  Order-making powers

This Article enables the Minister for Treasury @Resources to make Orders
specifying the procedures to be followed when gngnor refusing approvals
under Part 19 of the 1961 Law and specifying tHerimation to be provided
when applying for an approval under Part 19.

Article 12amends Schedule 2 to the 1961 Law. Schedule Ziblesdenefits that are
to be disregarded when benefits in kind are tagherally, contributions paid to an
approved Jersey scheme are to be disregarded. ldowethe contributions are paid
by a company owned by the pension holder, the eiemjs limited to an amount
equal to 25% of the pension holder’s relevant egsifrom the company.

Article 13 provides for the citation of this Law and its coemuement on 1st
January 2015.
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Draft Income Tax (Amendment No. 44) (Jersey) Lai-20 Article 1

==

Jersey

DRAFT INCOME TAX (AMENDMENT No. 44)
(JERSEY) LAW 201-

A LAW to amend further the Income Tax (Jersey) Law 1961

Adopted by the States [date to be inserted]
Sanctioned by Order of Her Majesty in Council [dedde inserted]
Registered by the Royal Court [date to be inserted]

THE STATES, subject to the sanction of Her Most Excellent &4ay in
Council, have adopted the following Law —

1 Interpretation

In this Law “principal Law” means the Income Taerdey) Law 1961

2 Article 3 amended
In Article 3(1) of the principal Law —

(@) in the definition “annuity equivalent” for the words
“Article 131CA(1)(a)” there shall be substituted eth words
“Article 131CA(1)";

(b)  in sub-paragraph (d) of the definition “earmecbme” for the words “any
provision of this Law” there shall be substitutedhe t words
“Article 77AA(2)(b), Article 131K(1), Article 131M2) or any other
provision of this Law”;

(c) the following definitions shall be deleted —
(i)  “approved drawdown contract”,
(i)  “approved trust”,
(i)  “minimum retirement income”,
(iv) “related earnings”.

3 Article 41A amended

In Article 41A(12) of the principal Law for sub-gagraph (b) there shall be
substituted the following sub-paragraph —
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Article 4 Draft Income Tax (Amendment No. 44) (#sfsLaw 201-

“(b) to a scheme manager of an approved Jerseyms;han
approved drawdown contract or an approved trust, as
defined in Article 130, in respect of any tax clatgn the
scheme manager under Part 19.”.

4 Article 62 amended
In Article 62(1) of the principal Law —

(a) at the end of sub-paragraph (b) of Case lletlstnall be added the word
lland,l;

(b) for sub-paragraphs (c) and (d) of Case Il thdrall be substituted the
following sub-paragraph —
“(c) all payments which, by virtue of Article 131Ky, are to be
treated as earned income;”;

(c) for sub-paragraph (d) of Case Il there shallsobstituted the following
sub-paragraph —

“(d) subject to any exemption in Part 19 —

() any payment of a pension (other than a payment
which is taxed under Case Il, in accordance with su
paragraph (c) of that Case) whether paid voluntanil
otherwise and whether capable of being discontinued
or not, and

(i)  any lump sum paid in commutation of or otheswin
lieu of a pension, or by way of return of contribus
paid by a pension holder, other than a paymenthwhic
is taxed wunder CaseVI, in accordance with
Article 131J(2)(a) or 131L(2);".

5 Article 77AA inserted

After Article 77 of the principal Law there shalk hinserted the following
Article —

“TTAA Social Security allowances

(1) This Article applies to payments of benefitsden the Social
Security (Jersey) Law 1974other than payments of maternity
benefit, sickness benefit, accident benefit andhdgaant.

(2) A payment of benefit to which this Article apgd shall —
(@) be charged to income tax under Case |l of Sdbkdd; and

(b) subject to paragraph (3), be deemed for allpimposes of
this Law to be earned income.

(3) A payment of benefit to which this Article ajgd shall only be
treated as earned income of a wife for the purposés
Article 92A(4) if itis —

(@) an old age pension payable to the wife by gidéither own
insurance; or
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Draft Income Tax (Amendment No. 44) (Jersey) Law-20 Article 6

| (b) home carer’s allowance payable to the wife.”.

6 Article 81 amended

In Article 81(1) of the principal Law for the word®rticles 86(2)(e) and

131G(5),” there shall be substituted the words itdes 86(2)(e), 131J(2)(a),

131L(1) and 131P(6),".
7 Article 82 amended

In Article 82(1) of the principal Law for the wordSubject to paragraph (2),”

there shall be substituted the words “Subject tagraph (2) of this Article,

Articles 131J(2)(a), 131L(1) and 131P(6) and arnepprovision of this Law”.

8 Article 87 amended

In Article 87 of the principal Law —

(a) in paragraph (1)(a) the words “, annuity eql@rtl shall be deleted;

(b)  the word “or” shall be inserted following paragh (1)(a);

(c) paragraph (1)(c) and the word “or” followingbsparagraph (b) shall be
deleted;

(d) in paragraph (1) for the words “in the caseaof annuity or annuity
equivalent,” there shall be substituted the words the case of an
annuity,”;

(e) the word “or” shall be inserted following paragh (4)(a);

(f)  paragraph (4)(c) and the word “or” following nagraph (4)(b) shall be
deleted;

(g) after paragraph (5) there shall be added thawimg paragraph —

“(6) This Article does not apply to any annuity ghainder a retirement
annuity contract approved under Article 131B or@31
9 Article 115 amended

In Article 115 of the principal Law, paragraphs (fla), (faa), (fab) and (fb)

shall be deleted.

10  Article 123G inserted

After Article 123F of the principal Law there shélé inserted the following

Article —

“123G  Exception for pension scheme manager, etc.

| Articles 123C(2) and 123D(2) are subject to —
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Article 11 Draft Income Tax (Amendment No. 44) k) Law 201-

(@) any provision of Part 19 that charges incomeda the scheme
manager of an approved Jersey scheme, approveddaraw
contract or approved trust, as defined in that; Rad

(b) any charge to income tax that arises on anysoperunder
Article 131P(6).".

11  Articles 130 to 131G substituted

For Articles 130 to 131G of the principal Law thesiall be substituted the
following cross headings and Articles —

“Interpretation

130 Interpretation of Part 19
| (1) Inthis Part —

‘approved drawdown contract’ means a contract amataunder
Article 131D;

‘approved Jersey occupational pension scheme’ maascheme
approved under Article 131;

‘approved Jersey retirement annuity contract’ meansontract
approved under Article 131B;

‘approved Jersey retirement trust scheme’ meansclense
approved under Article 131CA;

‘approved Jersey scheme’ means —

(@) an approved Jersey occupational pension scheme;
(b) an approved Jersey retirement annuity contract;
(c) an approved Jersey retirement trust scheme;

‘approved trust’ means a trust approved under krtiS1E;
‘dependant’ has the meaning given in Article 130A,
‘fund value’ has the meaning given in Article 130B;

‘ill health’ has the meaning given in paragraphd})

‘minimum retirement income’ has the meaning given i
Article 131F;

‘pension holder means —

(@) in relation to an approved Jersey occupatigrethsion
scheme, a member of the scheme, as described in
Article 131;

(b) in relation to an approved Jersey retiremenuép contract,
the individual by whom the contract was made;

(c) inrelation to an approved Jersey retiremargttscheme, the
primary beneficiary;

‘pension income’ means —
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)

®3)

(@) in relation to an occupational pension scheamejncome
paid for the life of the recipient;

(b) in relation to a retirement annuity contracty aannuity
payable under the contract;

(c) in relation to a retirement trust scheme, spangable under
the scheme by way of annuity equivalent;

‘pensionable age’ has the same meaning as in thialSecurity
(Jersey) Law 1974

‘prescribed’ means prescribed by Order of the Mamis

‘primary beneficiary’, in relation to a retirememtist scheme, has
the meaning given in Article 131CA(1);

‘relevant earnings’ has the meaning given in AetitBOC;

‘scheme manager’ means —

(@ in the case of an occupational pension schemae it
established as a trust, or in the case of a retinértrust
scheme, the trustees;

(b) in the case of an occupational pension schemag¢ is
established otherwise than as a trust, the perssing
management of the scheme;

(c) in the case of a retirement annuity contrabt person
having control of the fund;

(d) inthe case of a drawdown contract, the manager

‘secondary beneficiary’, in relation to a retirerhérust scheme,
has the meaning given in Article 131CA(1);

‘serious ill health’ has the meaning given in paagd (3)(b).

In this Part —

(@) a reference to the commencement of benefits iglation
to a pension, a reference to whichever is theazaofi—

() an election by the pension holder to receivkirap
sum by way of commutation of part of the fund value

(i) the day from which pension income is paid tet
pension holder, whether or not the pension holder
actually receives a payment on that day; and

(b) where —

() a pension holder transfers the whole or parhisfor
her fund value in an approved Jersey scheme to
another approved Jersey scheme, and

(i)  benefits have commenced from the scheme from
which the fund value is transferred,

benefits shall be taken to have commenced frons¢heme
to which the fund value is transferred.

For the purposes of this Part —
(@) a pension holder is in ill health if —
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() a medical practitioner has, in writing, provite
evidence to the scheme manager that the pension
holder is, and will continue to be, incapable of
carrying on his or her occupation because of playsic
or mental impairment, and

(i)  the pension holder has in fact ceased to canryis or
her occupation;

(b) a pension holder is in serious ill health if naedical
practitioner has, in writing, provided evidencehe scheme
manager that the pension holder is expected toftivdess
than one year.

130A Dependants

(1) For the purposes of this Part, a person ispemigant of a pension
holder if he or she was married to, or the civittpar of, the
pension holder —

(@) atthe date of the pension holder’s death; or

(b) if the rules of an occupational pension scheradtement
annuity contract or retirement trust scheme so igegvon
the date when the pension holder first becamel@htio a
pension under the scheme or contract.

(2) For the purposes of this Part, a child of aspmn holder is a
dependant of the pension holder if the child —

(@) has not attained the age of 23; or

(b) has attained that age and, in the opinion ef sbheme
manager, was at the date of the pension holder&hde
dependant on the pension holder because of physical
mental impairment.

(3) A person who was not married to, or a civiltpar of, a pension
holder at the date of the pension holder’'s deathignot a child of
the pension holder is a dependant of the pensitaehd, in the
opinion of the scheme manager, at the date of ¢énsipn holder’s
death —

(a) the person was financially dependant on thaiparholder;

(b) the person's financial relationship with thengien holder
was one of mutual dependance; or

(c) the person was dependant on the pension hbktsruse of
physical or mental impairment.

130B Fund value

(1) Forthe purposes of this Part ‘fund value’ nat any time —

(&) in relation to a member of an occupational menscheme
that is a defined contribution scheme, or, follogvthe death
of the member, his or her estate or any persotiezhtio a
payment from the scheme, as permitted by Articli(a8
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(2)

(b)

(c)

the aggregate, at that time, of the amounts acateullin
the scheme for the benefit of the member or ofdchiker
estate or any person, as the case requires;

in relation to a member of an occupational pEnscheme
that is a defined benefit scheme or, following teath of
the member, his or her estate or any person ehtitea
payment from the scheme, as permitted by Articli(a8
the capital value of the benefits to which the membr his
or her estate or any person, as the case requsirestitled at
that time, calculated by an actuary;

in relation to an individual who has made airestent
annuity contract or the primary beneficiary of éiregnent
trust scheme or, following the death of the indint or
primary beneficiary, his or her estate or any persotitied
to a payment from the contract or scheme, as pechniy
Article 131B(7) or 131CA(6), the fund accumulateddar
the contract or trust at that time.

In paragraph (1) —

‘actuary’ means a person who is or a body of persesch of
whom is a Fellow of the Institute and Faculty otdaries;

‘defined benefit scheme’ means a scheme wherediense rules
define the benefit independantly of the contribagigpayable and
benefits are not directly related to the investra@rithe scheme;

‘defined contribution scheme’ means a scheme witierébenefits
of a member under the scheme are determined byerefe to
contributions paid into the scheme in respect @it tnember,
usually increased by an amount based on profitsgaitts arising
from those contributions.

‘ 130C Relevant earnings

In this Part, ‘relevant earnings’ means, iratieh to an individual,
any of his or her income assessed to tax being —

(1)

)
®3)

(@)
(b)

income arising in respect of emoluments fromo#fitce or
employment held by the individual; or

income which is charged under Schedule D and
immediately derived by the individual from the gamg on
or exercise by the individual of his or her tragepfession
or vocation, either as an individual or, in the ecadf a
partnership, as a partner personally acting irptrénership.

In paragraph (1)(a), ‘emoluments’ do not inédysension income.

For the purposes of this Part —

(@)

(b)

a married woman'’s relevant earnings shall motreated as
her husband’s relevant earnings, notwithstandiray trer
income chargeable to tax is treated as his income;

a civil partner B’s relevant earnings shall et treated as
the civil partner A’'s relevant earnings, notwitlstang that
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civil partner B’s income chargeable to tax is teekfs civil
partner A’s income.

Approvals

131 Approval of Jersey occupational pension schemes

(1) A scheme or, in accordance with paragraphg&t of a scheme,
shall be approved as a Jersey occupational pessioeme if it
complies with this Article.

(2) The scheme must be —

(@) a superannuation fund bona fide established emund
irrevocable trusts; or

(b) a scheme bona fide established,
in connection with some trade or undertaking.

(3) The scheme must have for its sole purpose theigion of an
income for life for all or any of —

(@) one or more persons who are or have been eethlag
Jersey, in the trade or undertaking; and

(b) following the death of such a person, one oraraf his or
her dependants.

(4) If a scheme having the purpose described iagraph (3) also has
the further purpose of making a lump sum paymenonupe death
of a person described in paragraph (3)(a), thequérplescribed in
paragraph (3) includes that further purpose.

(5) If only part of the scheme has the purpose riest in

paragraph (3) —

(a) only the part of the scheme that has the perdescribed in
paragraph (3) must comply with paragraphs (6) &);(@nd

(b) the approval under this Article shall be ofyothe part of
the scheme that has the purpose described in pafads),
and references in this Article to the scheme othis Part,
to a scheme approved under this Article, shall drestued
as references to only so much of the scheme a®is s
approved.

(6) The scheme may only permit a person —
(@) to become a member of the scheme; or
(b)  to contribute to the scheme,

whilst he or she is an employee of the trade oettaling.

(7) The person carrying on the trade or undertakihg ‘employer’)
must contribute to the scheme.

(8) The scheme —

(@ must provide for the payment of an income fé to a
member in accordance with Article 131CB;
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(b) may only otherwise provide for payments frore gtheme
as permitted by this Article and Articles 131CCLR1CG.

(9) The scheme may provide for the payment, follmnthe death of a
member, of —

(@) an income for life to one or more of the merber
dependants; or

(b) alump sum to the member’s estate or to anyquer

| (10) Despite paragraph (8)(a) the scheme may pedaid—

(@) the income payable to the member to continueafterm
certain, not exceeding 10 years and commencing thi¢h
commencement of payment of such income, as descnibe

Article 130(2)(a)(ii), notwithstanding the memberteath
within that term; and

(b) such income, in the event that the member eli¢idled to it,
to be capable of assignment to a dependant of émebar —

() by testamentary disposition made by the memtrer,

(i) if the member dies intestate, by the member’s
personal representatives, in the distribution of th
member’'s estate in accordance with the laws of
intestacy.

(11) The scheme may permit a member —
(&) to receive a return of contributions, in acemk with
paragraph (12);
(b) to commute the fund value, in accordance with
paragraphs (13) and (14).

(12) The scheme may permit the member to electetgpdad a sum
representing the contributions made by the menbénd scheme,
and any interest accrued on them, where, at the tthe

election —
(@) the member has been a member of the schentes&than
5 years;

(b) the member has ceased to be employed by thivgenpand
(c) the member has not commenced benefits.
(13) The scheme may permit the member to eleabrtanoute the whole
of the fund value where —
| (@) at the time of the election —
() either—
(A) before the member has commenced benefits,

the member has ceased to be employed by the
employer, or

(B) the member no longer accrues rights under the
scheme, by reason of its winding up or closure
in respect of any class of member in which he
or she is included,
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(14)

(15)

(16)

7

(i) the employer does not make any contributionstize
member’s behalf to another approved Jersey scheme,
and

(i) the member’'s fund value does not exceed £1&,0
and

(b) following the payment, the member is not eatitito any
further payment from the scheme.

The scheme may not permit a commutation updeagraph (13)
where the member’s fund value includes any amouamsterred
from another scheme, trust or contract.

The scheme may only permit all or part of themployer’s
contributions to be returned to the employer, wath without
interest, with the prior written approval of ther@gtroller.

The scheme and the scheme manager must cavitply
(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

For the purposes of this Article, a referetwa person employed
in, or an employee of, a trade or undertakingudek —

(@) in relation to the scheme established by Reignist made
under Article 2(1) of the Public Employees (Retiggt)
(Jersey) Law 1967any person who, pursuant to Article 1(2)
of that Law, is taken to be employed by the States
Employment Board; and

(b) in relation to the Scheme established by Reiguiea made
under Article 2 of the Public Employees (Pensidds)ysey)
Law 2012, any person who, pursuant to Article 1(2) of that
Law, is taken to be an employee of the States Eynpot
Board.

131A Approval of occupational pension schemes foverseas employees

(1)

(2)

®3)

(4)

A scheme or, in accordance with paragraphdjt of a scheme,
shall be approved as an occupational pension scfamoverseas
employees if it complies with this Article.

The scheme must be a superannuation fund bdeaes$tablished
under irrevocable trusts in connection with somadér or
undertaking carried on —

(@) wholly or partly outside Jersey; and
(b) by a person not resident in Jersey.
The scheme must have for its sole purpose tlowigion of

superannuation benefits in respect of persons’ eynpént in the
trade or undertaking wholly outside Jersey.

If only part of the scheme has the purpose riest in
paragraph (3) —
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(@) only the part of the scheme that has the perdescribed in
paragraph (3) must comply with paragraph (5); and

(b) the approval under this Article shall be ofyothe part of
the scheme that has the purpose described in pafads),
and references in this Article to the scheme othis Part,
to a scheme approved under this Article, shall daestued
as references to only so much of the scheme a®is s
approved.

(5) The scheme and the scheme manager must coritplyw
(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

(6) For the purposes of this Article, duties parfed in Jersey, the
performance of which is merely incidental to thefpenance of
other duties outside Jersey, shall be treated derped outside
Jersey.

‘ 131B Approval of Jersey retirement annuity contracs

(1) A contract shall be approved as a Jersey ne¢éiné annuity
contract if it complies with this Article.

(2) The contract must be made —

(@) by anindividual who is ordinarily residentJersey;
(b)  with a company to which this Article applies.

(3) This Article applies to a company carrying om Jersey or
Guernsey the business of granting annuities on hulifg and
being —

(@) acompany resident in Jersey;
(b) an authorized insurance company; or

(c) a person or institution authorized, in accomamvith the
laws of the United Kingdom, to carry on the busies
granting annuities on human life and carrying osifbess
through a branch or agency in Jersey or Guernsey.

(4) Any annuity payable under the contract must daéd by an
authorized insurance company carrying on in Jemse@uernsey
the business of granting annuities on human life.

(5) The contract may not provide for contributidosbe made by any
person apart from —

(@) the individual who made the contract; and
(b) a person from whom that individual receivesevaht
earnings.
(6) The contract —

(@) must provide for the payment of an annuityh®individual,
for the life of the individual, in accordance with
Article 131CB;
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()

(8)

‘ ©

(b) may only otherwise provide for payments as [idech by
this Article and Articles 131CC to 131CG.

The contract may provide for the payment, folltg the death of
the individual, of either or both of —

(&) an annuity to one or more of the individuakpendants, for
the life of the dependant;

(b) a lump sum commuting the whole of the fund galto be
paid to the individual's estate or to any person.

Despite paragraphs (6)(a) and (7)(a), the eshtmay provide
for —

(@) the annuity payable to the individual under toatract to
continue for a term certain, not exceeding 10 yeamd
commencing with the day payments of the annuity
commence, whether or not the individual actuallserees a
payment on that day, notwithstanding the indivitudeath
within that term;

(b) such an annuity, in the event that the indigidiies entitled
to it, to be capable of assignment to a dependarihe
individual —

() by testamentary disposition made by the indieili or

(i) if the individual dies intestate, by the indival’s
personal representatives, in the distribution of th
individual's estate in accordance with the laws of
intestacy.

The contract, the company to which this Artielgplies and the
company paying the annuity must comply with —

(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

‘ 131C Approval of retirement annuity contracts for overseas residents

(1)

)

®3)

A contract shall be an approved retirement apraontract for an
overseas resident if it complies with this Article.

The contract must be made by an individual —
(@) who is not resident in Jersey; and

(b) whose employment, trade or profession, if asyexercised
outside Jersey.

The contract must be made —

(&) with a company carrying on business throughramdh in
Jersey and carrying on, in Jersey, the businegganiting
annuities on human life; or

(b) under an irrevocable trust established undefatv of Jersey
and administered in Jersey and having for its polgpose
the provision of retirement benefits for the indival.
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(4)

()

(6)

The contract may provide for the right to reeeiby way of
commutation, a lump sum representing the fund value

The contract and the company with which it &de or the trustees
of the trust under which it is made must complyhwit

(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

For the purposes of this Article, duties paried in Jersey, the
performance of which is merely incidental to thefpenance of
other duties outside Jersey, shall be treated derped outside
Jersey.

131CA Approval of Jersey retirement trust schemes

| (1)

(2)

®3)

(4)

()

In this Article, unless the context otherwisguires —

‘annuity equivalent’ means a regular payment mada primary
beneficiary or to a secondary beneficiary undeetaement trust
scheme;

‘primary beneficiary’ means the individual for whkeogenefit the
trust is primarily established;

‘secondary beneficiary’ means a dependant of thengmy
beneficiary;

‘trustees’ include a single corporate trustee.

A scheme shall be approved as a Jersey retiteimest scheme if
it complies with this Article.

The scheme must —

(@) be established under irrevocable trusts ungiesey law and
administered in Jersey;

(b) have as its sole purpose making provision fendfits in
accordance with this Article; and

(c) have 2 or more trustees or a corporate trusidm are
subject to regulation by the Jersey Financial $esvi
Commission under an enactment in respect of theiogr
on of the business of trustee of that trust.

Contributions —
(@) may be paid into the scheme by the primary ficagy;

(b) may not be paid into the scheme by any othesqoe other
than a person from whom the primary beneficiaryenezs
relevant earnings.

The scheme —

(&) must provide for the payment of sums payablevay of
annuity equivalent to the primary beneficiary, otardance
with Article 131CB;
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‘ (6)

()

(8)

(b) may only otherwise provide for payments as [idech by
this Article and Articles 131CC to 131CG.

The scheme may provide, following the deathtloé primary
beneficiary —

(@) for the payment of a sum by way of annuity eglent to
one or more secondary beneficiaries; or

(b) for the payment of a lump sum commuting the et the
fund value to the primary beneficiary’s estate orany
person.

The scheme must require the scheme manager —

(@) to calculate the amount of an annuity equivalém
accordance with a calculation published by the Goolipr;

(b)  to make the calculation —

(i) before payment of an annuity equivalent comnesnc
and

(i) from time to time after payment has commended,

accordance with guidance published by the

Comptroller;

(c) to keep a record of calculations made under plaragraph;
and

(d) to pay an annuity equivalent, whether to a primor
secondary beneficiary, in an amount permitted bg th
calculation and guidance published by the Comroll

The scheme and its trustees must comply with —
(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

Payments from approved Jersey schemes

131CB Requirement to pay pension income

(b)

Except as permitted by or under any provision & Bart, the payment
of pension income to a pension holder in an apgtdegsey scheme —

@

must not commence before the pension holdainattthe age
of 50;

must commence before the pension holder attheage of 75.

‘ 131CC Permitted early payment of pension income

An approved Jersey scheme may provide for the patyok pension
income to the pension holder to commence beforep#esion holder
attains the age of 50 —

@
(b)

if the pension holder is in ill health; or
if —
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() in the case of a member of an approved Jerseypational
pension scheme, the member's employment in thee toad
undertaking is one in which persons customarilyseesork
before attaining that age, or

(i)  in the case of a pension holder in any othgpraved Jersey
scheme, the pension holder’'s occupation is one hiclw
persons customarily cease work before attainingeahe.

‘ 131CD Permitted commutation — serious ill health

An approved Jersey scheme may permit the pensitweto elect to
commute the whole of the fund value if he or shimiserious ill health,
whether or not he or she has attained the age.of 50

‘ 131CE Permitted commutation — trivial pension

(1) An approved Jersey scheme may permit the pemstader to elect
to commute the whole of the fund value if, at timeetthe election
is made —

(@) the pension holder has attained the age of 60;

(b) the pension holder has not commenced benefiteruthe
scheme; and

(c) the aggregate of the following amounts does exateed
£30,000 —

() the fund value,

(i) all lump sums that the pension holder has joesly
commuted —

(A) under this Article, or

(B) before the commencement of the Income Tax
(Amendment No. 44) (Jersey) Law 2Qlunder
any of the previous trivial pension commutation
provisions.

(2) For the purposes of paragraph (1)(c)(ii)(B)e tiprevious trivial
pension commutation provisions’ are —

(@) Article 5(2D) of the Income Tax (Superannuatieands)
(Jersey) Order 1972

(b) Article 131B(3)(f); and
(c) Article 131CA(4)(9),

as they were in force before the commencementeofritome Tax
(Amendment No. 44) (Jersey) Law 201-

‘ 131CF Permitted commutation - thirty percent of netfund value

(1) An approved Jersey scheme may permit the pemgitdler to elect
to commute, on one or more occasions, up to 30%eohet fund
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value if, on the day the election is made, the enbkolder has
attained the age of 50 but has not attained th®tgs.

(2) In this Article, ‘net fund value’ means the turalue on the day
the election is made less —
(@) for each relevant amount previously commuteamfrthe
scheme, the sum of A and B where —
() A is the amount commuted, multiplied by 7 ahen
divided by 3, and
(i) B is so much of the increase or decrease ftind
value since the day the election was made to commmut
the amount, as is attributable to A; and
(b) for each relevant amount previously transfernet the
scheme, the sum of C and D where —
(i)  Cisthe amount transferred into the schemd, an
(i) D is so much of the increase or decrease anftind
value, since the day the amount was transferrad int
the scheme, as is attributable to C.
(3) In paragraph (2)(a), ‘relevant amount previgusimmuted’ means
an amount previously commuted —
(@) under this Article; or
(b)  before the commencement of the Income Tax (Almemt
No. 44) (Jersey) Law 20%-under any of the previous
commutation provisions.
(4) In paragraph (2)(b), ‘relevant amount previgushnsferred into
the scheme’ means an amount transferred into thense —
(@) from an approved Jersey scheme, if the penkader,
before or at the time of the transfer, commutedieurthis
Article, part of his her fund from which the traesfs made;
(b) before the commencement of the Income Tax (Almemt
No. 44) (Jersey) Law 201-, if the pension holdefpke or at
the time of the transfer, commuted, under any & th
previous commutation provisions, part of the fumdnf
which the transfer is made; or
(¢c) from an equivalent scheme, as permitted by
Article 131CG(5), if the pension holder has, beforeat the
time of the transfer, commuted part of his or fundthe
equivalent scheme without any liability to tax leincurred
on the amount commuted.
(5) For the purposes of paragraphs (2), (3) and tf# ‘previous
commutation provisions’ are —
(&) Article 5(2A) and (2B) of the Income Tax (Sugemuation
Fund) (Jersey) Order 1972
(b)  Article 131B(3)(d); and
(c) Article 131CA(3)(d),
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as they were in force before the commencementeofritome Tax
(Amendment No. 44) (Jersey) Law 281-

131CG Permitted transfers from and to approved Jersy schemes and to
approved drawdown contracts

(1) An approved Jersey scheme may only permit émsipn holder or,
following the pension holder’'s death, his or hepetedant, to elect
to transfer the whole or part of the fund valuamnether scheme or
contract as allowed by paragraph (2) or (4).

(2) An approved Jersey scheme may permit the pensiadder or,
following the pension holder’s death, his or hepeteant, to elect
to transfer —

(@) the whole of the fund value or, subject to pnier written
approval of the Comptroller, part of the fund value
another approved Jersey scheme; or

(b)  subject to paragraph (3), the whole of the fuatlie to an
approved drawdown contract.

(3) The pension holder or, following the pensiotdeds death, his or
her dependant, cannot transfer the fund value faomapproved
Jersey scheme to an approved drawdown contracteb#fe first
day on which the payment of pension income couldeha
commenced out of the approved Jersey scheme.

(4) An approved Jersey scheme may, subject to the prritten
approval of the Comptroller, permit —

(a) the pension holder, at any time when he oiishet resident
in Jersey; or

(b) following the pension holder’s death, his or dependant,
at any time when the dependant is not residergrisey,

to elect to transfer the whole of the fund valueato equivalent
scheme established outside Jersey.

(5) An approved Jersey scheme may permit the persadder or,
following the pension holder’'s death, his or hepeteant, to elect
to transfer into the approved Jersey scheme thdewdfahe fund
value from an equivalent scheme established oulsickey.

(6) The scheme manager of an approved Jersey schasienotify the
Comptroller, in writing, of the date of a transfezceived in
accordance with paragraph (5), the amount of thesfer, the
name of the scheme from which it was transferred #me
jurisdiction in which that scheme is established.

(7) For the purposes of this Article, a scheme bdisteed outside
Jersey is an equivalent scheme if the Comptrolieees that it is
an equivalent scheme.

(8) The Comptroller may agree that a scheme estaai outside
Jersey is an equivalent scheme if, in the Comgtrsllopinion, the
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scheme has characteristics which are consistent thte
characteristics of an approved Jersey scheme.

Approved drawdown contracts and approved trusts

| 131D Approved drawdown contract

(1) A contract shall be approved as a drawdownraontf it complies
with this Article.

(2) The manager must certify to the satisfactiontref Comptroller
that, on the day the contract is to be made, tb&iolual will be
entitled to minimum retirement income.

(3) The manager must show to the satisfaction @@bmptroller that
the contract —

(@) prohibits the transfer to the contract of fuldiser than the
individual's fund value in an approved Jersey saheand
funds to which Article 131E(4)(e) applies;

(b) where, on the day the contract is to be mauejndividual
will not otherwise be entitled to minimum retirenben
income, requires the manager to —

() purchase from an authorized insurance company
which is unconnected with the individual a lifetime
annuity payable to the individual which is sufficido
secure that, on that day, the individual is erditle
minimum retirement income, or

(i) subject to the requirements of Article 131Eansfer
sufficient funds to a trustee for the establishnu#ran
approved trust;

(c) requires the manager to invest the remainingduafter any
such purchase or transfer, in —

() cash deposits with any bank, building societyther
institution carrying on deposit-taking businessthie
jurisdiction in which it is authorized to carry such
business,

(i) securities or financial instruments traded an
recognized stock exchange,

(i) units in collective investment funds withinhe
meaning of the Collective Investment Funds (Jersey)
Law 19882 or

(iv) investments falling within paragraph 9 of Sdbke 1
to the Financial Services (Jersey) Law I'99®ng
term insurance contracts);

(d) prohibits any payments to any person other tliam
individual or the individual's personal represeiviat apart
from —

() sums applied in the purchase, from an authdrize
insurance company which is unconnected with the
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individual, of a lifetime annuity payable to the
individual or, on the individual's death, to a degant
of the individual, or

(i) fees and commission properly incurred in the
administration of the contract and tax accounteddo
the Comptroller;

(e) requires the manager to pay to the individuaihssums
from the funds invested and any income accruechemtas
the individual requires;

()  where, on the death of the individual, thenmaén any funds
invested or income accrued on them, requires theagex,
within the period of 3 months following the datedwfath, to
pay to the individual's personal representativeséhéunds
and all such income; and

(g) requires the manager to deliver to the Comiatrolvithin
the period of 3 months following the end of a yedr
assessment, or within the period of 6 months fahowthe
date of death of the individual, a statement shgwin

() the funds invested at the beginning of thatryaa for
the year in which the contract commences, the funds
invested at the commencement of the contract,

(i)  monies received during that year,

(i) monies paid out during that year, whether ttwe
individual, in fees and commission, as tax accalinte
for to the Comptroller or in any other manner, and

(iv) the funds invested at the end of that yeaatdhe date
of death of the individual, as the case may be,thad
manner of the investment of those funds.

(4) The manager must be —
(@) residentin Jersey;
(b)  unconnected with the individual; and
(c) either—

(i) the holder of a permit under the Collective dstment
Funds (Jersey) Law 1988

(i) registered under the Banking Business (Jersey)
Law 1992%° or under the Investors (Prevention of
Fraud) (Jersey) Law 1987

(i) the holder of a permit under the InsurancesiBess
(Jersey) Law 1996 or

(iv) registered under the Financial Services (Jgrse
Law 1998°

| (5) The contract may only be assigned from one gemtm another —

(@) with the consent of the individual and the prigritten
approval of the Comptroller; and
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(6)

(b) subject to any conditions the Comptroller tisinkroper to
impose.

The contract and the manager must comply with —

(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

131E Approved trust

(1)
(2)

®3)

(4)

A trust shall be approved if it complies withg Article.

The trust must be established, and the apprdreaddown contract
to which it relates made, before the individuahiaié pensionable
age.

The manager of the approved drawdown contrattlae trustee of
the trust must certify, to the satisfaction of @@mptroller —

(a) that, disregarding the investments to be madsuant to
paragraph (4)(a), the individual will be entitlea rhinimum
retirement income on the relevant day, being asidgcted
for the purposes of this Article and which is ntetahan the
day on which the individual attains pensionable agel

(b) that, when the contract is made, the managat &inthwith
transfer to the trustee at least sufficient furatslie purpose
described in paragraph (4)(a).

The trustee must show, to the satisfactiorhef Comptroller, that
the trust —

(@) requires the trustee to —

() purchase sufficient securities issued by the
Government of the United Kingdom yielding an
income having an actuarial equivalent, determimed i
the prescribed manner, as will secure that, ord#ye
the trust is established, the individual is enitte an
income which, taking the actuarial equivalent of th

income from those securities into consideration and

disregarding the fact that the income from thensesa
on or after the relevant day, is minimum retirement
income,

(i)  hold the securities so purchased upon trust tfee
individual until the relevant day, and

(i) receive the income from the securities ang ftato
the individual,

(b) prohibits any payments out of the trust to @eyson other
than the individual or his or her personal représtére,
apart from tax accounted for to the Comptroller;

(c) prohibits any payment out of the trust to theividual other
than income accrued on the funds invested by tistete;
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(d) on the relevant day, requires the trustee ttifgeto the
satisfaction of the Comptroller, whether or not,that day,
the individual is entitled to minimum retiremencame;

(e) where, on the relevant day, the individual iiteed to
minimum retirement income, provides that the funds/ be
withdrawn for the purpose only of —

() their transfer to an approved drawdown contract

(i) the purchase from an authorized insurance @mwp
which is unconnected with the individual of a lifeé¢
annuity payable to the individual;

()  where, on the relevant day, the individual & entitled to
minimum retirement income, provides that the trsisall
continue, upon the same terms, for the life ofitttgvidual
save that the trustee shall be required —

(i) to purchase from an authorized insurance compan
which is unconnected with the individual a lifetime
annuity payable to the individual or purchase
securities issued by the Government of the United
Kingdom or convert the securities previously
purchased, so as to secure that, on the relevant da
the individual is entitled to minimum retirement
income,

(i) to hold the securities (if any) for the lifef dhe
individual, and

(i) where securities are held, to pay to the vidlial the
income arising from them;

() where, on the death of the individual, themaai any funds
invested or income accrued on them, requires th&tee,
within the period of 3 months following the dated#fath, to
pay to the individual's personal representativeséhéunds
and all such income; and

(h)  requires the trustee to deliver to the Comf#rplithin the
period of 3 months following the end of a year of
assessment, or within the period of 6 months fdhgwthe
date of death of the individual, a statement shgwin

() the funds invested at the beginning of thatry@a for
the year in which the trust is established, thedéun
invested on the establishment of the trust,

(i)  monies received during that year,

(i) monies paid out during that year, whether ttwe
individual or as tax accounted for to the Compémol|
and

(iv) the funds invested at the end of that yeaatdhe date
of death of the individual, as the case may be,thad
manner of the investment of those funds.

| (5) The trustee must be —
(@) residentin Jersey;
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(b)  unconnected with the individual; and

(c) registered under the Financial Services (Jgisay 1998°.
| (6) The trust and the trustee must comply with —

(@) any prescribed conditions and requirements; and

(b) any additional conditions and requirements isgabin its
case by the Comptroller.

131F Minimum retirement income

(1) Anindividual’'s entitlement to minimum retiremeincome shall be
determined in accordance with this Article.

(2) An individual is entitled to minimum retiremeimcome if, on the
day for which the entitlement is to be determintée, individual is
in receipt of relevant income which is not lessntiae amount of
the old age pension specified in paragraph 3(1)Paft 1A of
Schedule 1 to the Social Security (Jersey) Law 2974

(3) In this Article, ‘relevant income’ means anyeonr more of the
following —

(@) the amount of the old age pension payableddrttividual
in accordance with Article 25 of the Social Segufitersey)
Law 1974.

(b) an old age pension payable by another goverhnatiner
than a pension for which the income is fixed fae tifie of
the individual;

(c) any income not falling within sub-paragraph (@) (b)
which —

() shall be paid for the remainder of the life thfe
individual, and

(i) is guaranteed to increase by not less than 86
annum; and

(d) the actuarial equivalent of any income notirigliwithin sub-
paragraphs (a) to (c) which shall be paid for #meainder of
the life of the individual.

(4) The actuarial equivalent of any income shalldeéermined in the
prescribed manner.

Taxation relating to pensions, etc.

‘ 131G Taxation of approved Jersey schemes, drawdoveontracts and
trusts

‘ The following income shall be exempt from income-ta
(@) income derived from the investments and depasit-
() an approved Jersey occupational pension scheme,
(i) an approved Jersey retirement trust scheme,
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(i) an approved drawdown contract,
(iv) an approved trust;

(b) income derived from the investments and depasiitan annuity
fund created by an approved Jersey retirement gnoaomtract.

131H Allowance for contributions to approved Jerseyccupational pension
scheme by employer

(1) Ordinary annual contributions paid by an employinto an
approved Jersey occupational pension scheme in aa gé
assessment shall be allowed to be deducted aspansxincurred
in that year, when computing profits or gains faattyear under —

(@) Schedule A, to the extent that tax is chargedeu
Article 51(1)(b) or (c); or

(b) Case | or Case Il of Schedule D.

(2) For the purposes of paragraph (1), ‘ordinarguah contribution’,
in relation to a scheme, means an annual contoibudf a fixed
amount or an annual contribution calculated on sdefiite basis
by reference to the earnings, contributions or rensilof members
of the scheme.

(3) Contributions paid by an employer into an appth Jersey
occupational pension scheme that are not ordinamua
contributions shall be treated, as the Comptraofiay direct —

(&) as an expense incurred in the year in whictstime is paid;
or

(b) as an expense to be spread over such perigeao as the
Comptroller thinks proper.

1311 Allowance for contributions paid to approved &rsey schemes by
pension holder

(1) Subject to paragraph (2), a pension holder'pramgd pension
contributions paid in a year of assessment shatldzkicted from

the pension holder’s relevant earnings as an egpenshe year of
assessment.

(2) The amount of a pension holder’s approved pensontributions
which is allowed to be deducted by the pension drolds an
expense for a year of assessment shall not exceietiever is the
lesser of —

(@) £50,000, less the pension holder’'s excess iacdrany; and

(b) the pension holder's relevant earnings in theary of
assessment, less the pension holder's excess indang.

(3) Inthis Article —

‘approved pension contributions’ means a pensiorddns
contributions —

(@) to approved Jersey occupational pension schemes

States % Page - 39
of Jersey P.130/2014



Article 11

Draft Income Tax (Amendment No. 44) k) Law 201-

(b) under approved Jersey retirement annuity corgrand
(c) to approved Jersey retirement trust schemes;

‘excess income’ means the amount by which a penisaider’s
income for a year of assessment exceeds £150,000;

‘income’ means the pension holder’s total income doyear of
assessment, before the deduction of any of thewolg paid by
the pension holder in the year of assessment —

(&) interest in respect of which the pension hoigl@ntitled to a
marginal income deduction under Article 90AA; and

(b) the pension holder's total approved pensiontrdmrtions
(whether or not allowed as a deduction under pa@y(2)).

131J Taxation relating to repayment of contributiors made to approved
Jersey schemes

(1)

(2)

®3)

Where contributions to an approved Jersey catompal pension
scheme, including interest on contributions, if game repaid to the
employer, the amount so repaid shall be treatethfopurposes of
this Law as a receipt of the trade, professionomation carried on
by the employer upon whichever is the earlier of —

(@) the repayment falling due; and

(b) the last day on which the trade, professiorvaration is
carried on by the employer.

Where contributions to an approved Jersey catoupal pension
scheme, including interest on contributions, if game repaid to the
pension holder during his or her lifetime as petexit by

Article 131(12) —

(@) income tax shall be charged, at the rate of ,1Q%@er
Case VI of Schedule D, on the scheme manager pecesf
the amount so repaid; and

(b) the scheme manager shall deduct the incomechiaxged
from the amount repaid to the pension holder.

Where a repayment of contributions, includingy anterest on
contributions, is made to a pension holder frorapproved Jersey
occupational scheme, as described in paragraph (2)

(@) the amount repaid, after deduction of tax, |l be treated
as income of the pension holder for any other paep this
Law; and

(b) the pension holder shall not be entitled to deguction,
allowance or relief under this Law in respect & thcome
tax charged on and deducted by the scheme manamar f
the amount repaid.

131K Taxation of pension income paid from approvedersey scheme

(1)

For the purposes of this Law, the following pents shall be
treated as the recipient’s earned income —
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)

®3)

(4)

(@ an income for life paid out of an approved &grs
occupational pension scheme to the member or hiseor
dependant;

(b) an annuity paid under an approved Jersey netiné annuity
contract to the individual who made the contradtisror her
dependant;

(c) an annuity equivalent paid under an approvedseye
retirement trust scheme to a primary beneficiary or
secondary beneficiary.

A scheme manager, when making a payment refetoe in

paragraph (1), shall —

(@) subject to paragraph (3), deduct income tathatstandard
rate; and

(b) deliver to the Comptroller an account of thgrmpant and the
tax deducted from it.

The Comptroller may direct that income tax eddcted from a
payment referred to in paragraph (1) at a rate ithlgss than the
standard rate.

Paragraph (1)(a) does not affect the generafisub-paragraph (a)
of the definition ‘earned income’ in Article 3(1).

131L Taxation of lump sum paid from approved Jerseyscheme to pension
holder or dependant

(1)

(2)

®3)

(4)

Subject to paragraphs (3) and (4), income taxll Soe charged
under Case VI of Schedule D, at the rate of 10%aoscheme
manager of an approved Jersey scheme where a lumpsspaid
in commutation of or in lieu of pension income unttee scheme
to —

(@) the pension holder, during his or her lifetiroe;

(b) following the death of the pension holder, thension
holder’s estate or any person.

The scheme manager must deduct the tax be&yiagthe lump
sum.

The following payments to a pension holder fram approved
Jersey scheme shall be exempt from income tax —

(@ lump sums commuted by the pension holder asitied by
Article 131CD, if the election is made before the
commencement of benefits;

(b) 30% of lump sums commuted by the pension hpldsr
permitted by Article 131CE: and

() lump sums commuted by the pension holder asigted by
Article 131CF.

Where the pension holder in an approved Jessdeme dies
before the commencement of benefits, lump sums adednas
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permitted by Article 131(9)(b), 131B(7)(b) or 131@&Ab) shall
be exempt from income tax.

(5) Where a lump sum is taxed or exempt from taadoordance with
this Article —

(@) the amount paid, after deduction of tax (if Jarshall not be
treated as income of the recipient for any othepase of
this Law; and

(b) the recipient shall not be entitled to any deidun,
allowance or relief under this Law in respect & thcome
tax (if any) charged on and deducted by the scheamager
from the amount paid.

131M Taxation of sums paid from approved drawdown ontracts and
approved trusts

(1) A scheme manager of an approved drawdown azirdraapproved
trust, when paying any sum that is charged to tadeuCase VII of
Schedule D to an individual or an individual's paral
representative, shall —

(@) deductincome tax at the standard rate; and

(b) deliver to the Comptroller an account of thgmant and the
tax deducted from it.

(2) For the purposes of this Law, any sum refetceith paragraph (1)
that is paid to an individual (other than an indial to whom it is
paid in his or her capacity as a personal repraseej shall be
treated as the earned income of the individual.

131N Exemption from tax for transfer from approvedJersey scheme to
equivalent scheme

A transfer of the fund value of a pension holdemamapproved Jersey
scheme to an equivalent scheme established oulsidey, as permitted
by Article 131CG(4), shall be exempt from income. ta

1310 Taxation of approved overseas schemes

(1) Pension income or a lump sum paid —

(@8 from an occupational pension scheme for oversea
employees approved under Article 131A or a retiregme
annuity contract for an overseas resident appraveder
Article 131C;

(b) to a person who is not resident in Jersey,

shall be exempt from income tax.

(2) Income derived from the investments and deposit an
occupational pension scheme for overseas employeas is
approved under Article 131A shall be exempt froocoime tax.
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(3) Income derived from the investments and depasfiitan annuity
fund created by a retirement annuity contract for averseas
resident that is approved under Article 131C shalexempt from
income tax.

Withdrawal of approval and appeals

131P Withdrawal of approval

(1) The Comptroller may withdraw an approval untes Part if it
appears to the Comptroller that the facts concgrttie approved
scheme, contract or trust, or its administratiam,ndt warrant the
continuance of approval.

(2) The Comptroller may withdraw an approval unttes Part in part
if and to the extent that it appears to the Confietrthat the facts
concerning the approved scheme, contract or trost, its
administration, do not warrant the continuancepgraval.

(3) The Comptroller shall give written notice ofetlwithdrawal of
approval, the grounds for withdrawal and the datewdich the
withdrawal takes effect to —

(@) the scheme manager and any person connectéd tht
scheme manager;

(b) any person whose acts or omissions are a refasothe
withdrawal;

(c) any person who has benefitted from the actsmissions
which are a reason for the withdrawal; or

(d) any person connected with a person mentionedcuin-
paragraph (c).

(4) Where the Comptroller gives a notice under gaph (3) to a
person other than the scheme manager, the Coneptrsifall
inform the scheme manager that the notice has gigen.

(5) A withdrawal of approval may take effect on aydhat is earlier
than the day the notice is given under paragrapho(@ shall not
be earlier than the day on which the grounds fdndvawal appear
to the Comptroller to have arisen.

(6) Upon the withdrawal of approval taking effeat,person given
notice under paragraph (3) shall be liable to ineomx under
Schedule D Case VI at the rate of 50% on an amegoal to
whichever, on the day on which the withdrawal ta&Bect, is the
greater of —

(@) the market value of the assets held for thepgmes of the
scheme, contract or trust; or

(b) the aggregate of —

() contributions to the scheme, contract or trust,
including transfers from other schemes, contracts o
trusts, and
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(i) income accrued from investments or depositghef
scheme, contract or trust.

(7)  Where the Comptroller is unable to ascertaihegior both of the
amounts described in paragraph (6)(a) and (b),Gbmptroller
may, for the purposes of raising an assessmehedfability to tax
under that paragraph, estimate the amount that Bbeois unable
to ascertain.

(8) The Comptroller may decide to abate the ligbito tax under
paragraph (6) by an amount which is, having re¢attie relevant
circumstances, just and reasonable.

(9) Where all or any of the tax charged under paay(6) remains
unpaid —
(@) the Comptroller may give a further notice under
paragraph (3) to any of the persons there mentiaredhas
not previously been given notice; and

(b) the person to whom the further notice is gishall be liable
to so much of the tax charged under paragraph §6) a
remains unpaid.

131Q Appeals against decisions of the Comptrollemdler this Part

(1) A person aggrieved by any decision of the Coaligtr —

(a) to refuse to approve a scheme, contract ot tmder this
Part;

(b) to impose additional conditions or requiremenis the
approval of such a scheme, contract or trust;

(c) to withdraw the approval of such a scheme, re@hbr trust,
whether wholly or in part;

(d) torefuse approval under Article 131(15);
(e) to refuse approval under Article 131CG (2)(@}4;

(f) to disagree, under Article 131CG(7), that aesuk is an
equivalent scheme;

(g) torefuse approval under Article 131D(5)(a);
(h)  to refuse to give a direction under Article K83); or
()  under Article 131P(8),

may appeal to the Commissioners.

(2) The following provisions of this Law shall agplwith the
necessary modifications, to an appeal under pgshdiy as they
apply to an appeal against any assessment —

(a) Article 27;

(b) Article 28(1);

(c) Article 29, with the omission of paragraphs &y (5);
(d) Articles 29A, 35 and 36.
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Miscellaneous

| 131R Order-making powers
(1) The Minister may by Order specify —

(@) information and particulars that must be deédeto the
Comptroller by an applicant for any approval unitiés Part;

(b) the manner in which an application for any awpl under
this Part must be made;

(c) the process for the grant or refusal of anyreygd under this
Part;

(d) information and particulars that must be delkto the
Comptroller by any specified person where any clé&m
relief under this Part is made;

(e) information and particulars that must be deédeto the
Comptroller by any specified person regarding tatesl and
amounts of any contributions and the persons bynwtiey
were made; and

()  the manner in which any claim for relief undkis Part is to
be made.

(2) The Minister may by Order require scheme marsagenotify the
Comptroller of the date and amount of any paymeoinfany
scheme, contract or trust approved under thisdarthe person to
whom the payment was made.

(3) The Minister may by Order prescribe any mattat shall or may
be prescribed under this Part.”.

12 Schedule 2 amended
In paragraph 1 of Schedule 2 to the principal Law —

(@) at the beginning of the paragraph there shellinserted the sub-
paragraph number “(1)”;

(b) for clauses (a) and (aa) there shall be suibstitthe following clause —

“(8) subject to sub-paragraph (2), contributionsato approved
Jersey scheme;”;

(c) after sub-paragraph (1) there shall be addeel fbllowing sub-
paragraphs —

“(2) Where contributions are made to one or morpraed Jersey
schemes by a company owned by the pension holdehdse
schemes, the amount of the contributions made éygdmpany in
a year of assessment that shall be left out of uadcehall not
exceed 25% of so much of the pension holder’'s agleearnings
as are received from the company in that year.

(3) For the purposes of this paragraph —
| (@) a person owns a company if he or she —
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() is a person who owns, or is deemed to own, more
than 20% of the ordinary share capital of the
company, or

(i) is a person who is connected with a persorciilesd
in sub-clause (i);

(b)  whether or not a person is deemed to own shslrab be
determined in accordance with Article 82A.

(4) Expressions used in this paragraph that aieetkfn Part 19 have
the same meaning as in that Part.”.

13  Citation and commencement

This Law may be cited as the Income Tax (Amendnigat 44) (Jersey)
Law 201- and shall come into force on 1st Janu8ib2
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