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COMMENTS
Deputy G.P. Southern of St. Helier proposes —

e Toincrease the total intended amount of Statesniiecfrom 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. removing the Christmas bonus, closing the Tdéhce benefit scheme for
the over-75s, removing index-linking to core comgais of Income Support
for the over-65s and removing current Income Supgisregard for pension
income.

* Toincrease the total States expenditure in 202619 by not proceeding with
the savings in the Social Security Department &naving the Christmas
bonus, closing the TV Licence benefit scheme fa twer-75s, removing
index-linking to core components of Income Supgdortthe over-65s and
removing current Income Support disregard for pgngicome, as proposed
in the MTFP for 2016 — 2019.

The Council of Ministers strongly opposes the secdnamendment and the
associated eighth and ninth amendments.

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 consideretdadi the proposals were
judged against the principle of making the bersfittem fairer.

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

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

* Without any change, the cost of benefits aimechatdlder population will
increase dramatically over the next 20 years, @nha when expenditure on
health, long-term care and pensions will also lseciasing.

» If we put off these decisions now, they will jusivie a bigger impact and
become harder to make later on, as the numberagi@elaiming pensioner
benefits increases each year.

* The Jersey Old Age Pension increased by £135mpm. ©ctober this year, a
real terms increase of £94 p.a. over and abovatioifi.

» Pensioners reliant on income support have also @geve-inflation increases
in their total income since the introduction ofdnte support.
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« The package of measures presented in the MTFP ées proposed to
reprioritise resources by reducing spending in sameas to invest in other
higher priorities for Health, Education, infrastue, economic growth and
improving productivity.

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

» The Amendment proposals are presented as a packab¢he States’ first
strategic priority is sustainable public financ€his is a principle that should
be maintained when considering these proposals.

Background to benefit proposals

The Council of Ministers believes that every aregavernment spending should play
its part in helping the States to return to a baganbudget. The proposal to hold the
benefit budget at its 2015 level by the end ofMid=P represents £10 million or 7% of
the proposed £145 million package of measures needealance the budget and fund
the investment in States’ strategic prioritiestipatarly Health.

Impact of Proposed Changes to Tax Funded Benefits
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The proposed measures have been properly thoughigtin, and in many cases protect
existing claimants with budget savings createdutjnoholding benefit levels steady,

rather than needing to make cuts in current entéle to those benefits which are
targeted at need. The package creates savingah#lion by 2019 compared to an

estimated budget that includes full indexation efiéfits.

All the necessary changes have been put forwapaa®f the initial MTFP document.
Subject to States approval of the current proppsése will be no need to submit
further proposals in 2016.
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Number of adults aged 65 and over

Every Social Security benefit has been consideaad,all 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.
Demographics

It is irresponsible to ignore the demographic changs that are already taking place
in our population.

The number of people aged over 65 in Jersey ia@jrgrowing — 16,700 people at the
end of 2015 compared to 14,400 at the end of 2040 increase of 16% in this 5 year
period. By 2020 this will have risen to 19,000, déhnid steep growth will continue. By
2035 there will be nearly 28,000 people over the @fgs5 —regardless of the level of
immigration .

Growth in 65+ population - Estimated number of peofe for different levels of net
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Without any change, the cost of benefits aimechatdider population will increase

dramatically over the next 20 years, at a time whependiture on health, long-term
care and pensions will also be increasing. It fal\that we review these benefits to
ensure that they provide effective support to pedbphat really need it. If we put off

these decisions now, they will just become hardenake later on, as the number of
people claiming pensioner benefits increases eaah y
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The new long-term-care scheme was launched ir2Dil¢ to support people with long-

term care needs. In particular, the scheme prowgdesrous support to home-owners
to protect the value of family assets. Contribuionio this Fund began in 2015 and will
rise to 1% in 2016. A further increase in contribatrates is likely to be needed by
2020.

A comprehensive review of the Social Security fwiliistart in 2016. Action is needed
in the next few years to maintain the old-age pem$or future generations. A public
consultation will consider options for increasirantributions, and reviewing the level
and range of benefits available through the scheme.

Linked amendments

Amendments (2), (8) and (9) taken together seakuerse 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 arsupported by the States Assembly,
alternative savings would need to be identified nake up this shortfall of
approximately £10 million by 2019.

Detailed Comments

Amendment (2)(i)

The Council of Ministers’ proposal is to pay theriStmas bonus in 2015 and then close
the scheme. At the same time, the 65+ health scfwmeh provides support for dental,
optical and chiropody costs for pensioners who dbpay tax) will be thoroughly
reviewed, to provide additional benefits, incorgimrgan additional £200,000 of budget
and a simpler application process. These detaild@ibrought back to the Assembly
in early 2016 for implementation during next year.

The amendment seeks to reverse both these proposals
Christmas bonus

Jersey adopted a Christmas bonus in line with tlk& government many years ago.
The U.K. bonus was set at £10 a year and has rethainthat level ever since, while

the Jersey bonus rose on an annual basis. Thentualee reflects a reduction made a
few years ago as part of a previous savings in@atn 2015 it will be paid at just under

£85 per person, at a total cost of £1.6 million.

Removing the Christmas bonus has been includduesetproposals for the following
reasons —

1. There are better ways of allocating benefit spendtimprove the quality of
life of pensioners —it does not help pensioners with costs that anemifficult
to plan for, such as the extra cost of heatingwuaicold winter or urgent dental
treatment.

2. It will make the benefit system fairer —the Christmas bonus is the only benefit
funded by taxpayers that does not include any kiihctheans test — it is paid
automatically to all local pensioners, more thalf tlawhom are taxpayers.
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3. The value of the bonus to each individual is smalkquivalent to £1.63 per
week, but the total cost of the scheme is high as itisl o a large number of
claimants.

4. The bonus is not sustainablewith a growing pensioner population and
pressure on all areas of States spending.

From 1st October, the value of the old-age penkamincreased by £2.59 per week
(full rate single pension), worth an extra £135roadull year. This is an increase in
spending power for pensioners of £94, as the iofiatate (RPI pensioner) for the last
12 months stands at just 0.4%, well below the im®edn the pension rate. The annual
uprating of the old-age pension is enshrined inigdecurity legislation and is not
affected by any proposals within the MTFP.

Prioritising spending to allow for investment inafite care will ensure that pensioners
will be able to continue to benefit from a high Lyahealth service, which can
accommodate the increasing demand from a growimgbeu of older people in the
population.

A decision to maintain the Christmas bonus willcgla further burden on all States
departments to identify an additional £1.6 millmfreavings, service reductions or other
benefit changes by 2019.

It is acknowledged that this is an emotive subjbkat,if this amendment is supported
there will be a growing cost of Christmas bonubdamet in the future.

65+ health scheme

This scheme is open to people aged 65 and abowed@vhot pay income tax, including
homeowners. It provides support with the cost afokhups and treatment in 3 key
areas — dental, optical and chiropody. Taken t@gethese can provide key support in
helping pensioners to maintain an independenttyifesor as long as possible.

However, before putting forward the proposal toestvin this scheme, the Social
Security Department also investigated the altevaapossibility of restricting the
Christmas bonus to income support pensionerssiatitar cost of £200,000 per year.

The Council of Ministers supports the additionaleéstment in the 65+ health scheme,
as the benefit provided by the scheme supports rloveeme pensioners more
effectively, at a time of real, and often unexpdcteeed. Expanding the 65+ health
scheme will give pensioners support throughout yiear with unforeseen costs —
perhaps a deterioration in eyesight leading to nbed for extra glasses, or the
replacement of a set of dentures that are makimdiffitult to eat properly. When
weighed against the provision of a lump sum payrae@hristmas to all income support
pensioners, Ministers concluded that the expansfaime 65+ health scheme would
provide a greater level of support to a wider raofypensioners, at the time when it is
most needed by the individual pensioner.

The need to review the administration of the 65&lthescheme has previously been
acknowledged and is included in the overall projeutial discussions have already
taken place with key stakeholders and, subjech¢ooutcome of the MTFP debate,
detailed plans will be drawn up for approval angllementation during 2016.
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Amendment (2)(ii)

Closing the TV Licence benefit scheme to new emgran

The proposal to close the TV Licence benefit schémmeew entrants means that all
pensioners who already receive a free TV licendlecantinue to do so.

Other pensioners aged below 75 are already metitingost of their TV Licence from
their household budget and will continue to dolde BBC provides a range of payment
methods, making it easy to spread the cost oveydhe

When considering possible areas to include in theggosals, benefits which deal with
expenses that are more difficult for people to idgr have been protected. These
include the cold weather bonus, which provides etifpr heating costs, with its value
increasing depending on the severity of the wiftee 65+ health scheme has also been
protected (and a proposal put forward to expandstiheme) as this provides targeted
support for dental, optical and chiropody costthay are needed.

As with the Christmas bonus, the cost to the tagpay maintaining the TV Licence
benefit will rise substantially in future yearsthe older population increases.

A decision to maintain the TV Licence benefit wouktjuire the States to identify
additional savings in other areas in the short temna also to put aside an increased
budget for future years as the number of claimenu®ases.

Amendment (2)(iii)

Maintaining income support components at 2015 evallaimants aged 65 and above

Most of the income support components will be nsned at their 2015 values for
2 years, whilst the rental (and childcare costpime support components will continue
to increase in line with inflation. The Council Ministers want to make sure that all
income support claimants, including pensioner hbolsks, are able to afford their rent
increases.

The MTFP budget provides for general componeneiz®es in both October 2017 and
October 2018.

The written report accompanying this amendment asiggthat there has been a
reduction in the spending power of pensioners sihedeginning of income support.
This analysis is not correctand a detailed explanation was provided in respaons
Written Question 8956 tabled by Deputy Souther2amd September 2015.

An extract from that response is reproduced below —

“The amount of Income Support received by a houdettepends on both the
components that they are entitled to and the desmg)(or allowances) that are
applied to their own income. Whereas some of tle®re Support basic
components have been fixed in recent years, theauents for paying rent
and child care costs have increased in line wiftation. There have also been
significant increases in the disregards applie@&aonings and pension income.
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As an example, the table below shows that this ow@tibn of factors has led
to the total income available to an Income Suppertsioner not only keeping
up with, but exceeding the rise in prices sinceS20) more than 7%.

Example: A single pensioner with a full Jersey pEmsrenting a 1 bedroom

flat.

October October
2008 2015
Pension income (full rate Jersey OAP) 172]83 199.99
deduct pension disregard -27.09 -55.23
Pension incomeincluded in | S calculation =145.74 =144.76

Income Support
Adult component 89.3p 92.12
Household component +45.71 +51.31
Rent component +148.§2 +181.30
Total of all components =283.85 =324.73
Deduct net pension income -145]74 -144.76
Total Income Support =138.11 =179.97
Total household income (pension + | S) 310.94 379.96
% change in household income 2008 — 2015 22.2%
RPI % change 2008 — 2015 14.9%
I mprovement in purchasing power since 2008 7.3%

The measure to maintain some of the income supporponents at 2015 rates
for two years will have some impact on househdids ¢laim income support
benefit. However, as can be seen above, improvemenincome Support
disregards over the last few years have led tahirerease in total household
income for many Income Support claimants and wiseies never easy to
restrict benefit budgets, this option helps to mise the impact on individuals.

At present, increases in RPI are running at histalty low levels — the most
recent RPI figure published for June 2015 gave anual increase of 0.9%,
with an increase of just 0.4% for the RPI figurdlished specifically to reflect
pensioner spending.”
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In summary, a typical pensioner receiving incongpsut has seen an improvement in
purchasing power since the start of income suppaingle pensioner with a full Jersey
pension has an extra £23 per week, or £1,180 par gféer adjusting for inflation
compared to the same pensioner in 2008.

With the low levels of inflation, holding some coaments steady until October 2017
will have a limited impact on these households. By, the option of not uprating
components creates a substantial saving acrosgeariamber of claimants, which has
a small impact on each claimant. The alternativelld/de to impose much greater
changes on specific groups of claimants.

The amendment to the proposal to maintain incompe@t components has been split
across two separate amendments (this one and Aneenid®)). Under the current
income support system, adults aged above and bébweceive the same set of
components. A proposal to increase components fiustlaimants aged over 65
(or under 65) would require significant changeslToand administrative systems.
Additional resources would be required to make éhasanges, and there would be a
delay of a minimum of several months before thig spuld be implemented. Ongoing
administration costs would increase.

Amendment (2)(iv)

The changes to pension income disregard

The proposed change in the method of providing llswance, or disregard, for

pensioners claiming Income Support only affects r&wms from 2016 onwards. All

existing Income Support pensioners will be allodatee higher of the existing fixed
disregard or the new percentage disregard andchailsee any reduction in their total
income as a consequence of this proposal.

Promoting financial independence includes encountpgivorkers to save towards a
pension for their old age. Under the current rufes total income, including benefit, is
the same for a household claiming Income Suppodtkér it has a small amount of
pension income, or a large amount of pension inc@ne aspect of the overall savings
package is to align the treatment of pension incaitiethe treatment of earned income
within the Income Support system.

The proposed changes to the treatment of pensami@ will mean a fairer Income
Support system in future, and Income Support haldstihat have provided for their
old age will be better off compared to those tlaatehnot.

In parallel to this change, age discrimination Raftjons are planned for 2016, and the
Ministers for Treasury and Resources and Sociaur@gowill be working together
during this MTFP period on proposals to encouragekers of all ages to make
provision for old age through a review of the @rigttax and benefit systems.

From January 2016, a new pensioner income supfaomant will keep 23% of their
pension income outside the Income Support calauddtie. this amount is disregarded).
With a standard single person’s pension of juseuf@00 a week, this allows them to
retain £46 per week in addition to the full rangéncome Support components.
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It is acknowledged that there will be some indivduwho are already close to pension
age who will have little opportunity to take adwvage of the more generous treatment
of higher pension income under this proposal. Heregwn terms of the spending power
calculation shown above, an Income Support claimaathing pension age in 2016
relying on a full Jersey old-age pension will stilve a spending power which is £13
per week or £700 per year (4.3%) above the 2004.lev

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 pragissn the MTFP on the strategic
priorities of the States.

* The package of measures presented in the MTFPdmasfyoposed to reprioritise
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 paahkdghe States’ first strategic
priority is sustainable public finances. This igraciple 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, and teomake the proposed benefit
changes.

States Members should consider the proposalsaskage with the decision to increase
income tax, otherwise the implications could béremease in spending and projected
deficit of £2.9 million in 2019, or cumulatively ew £10 million for the period of the
MTFP.

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

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

The reports published by the Minister for Sociati 8@y in respect of associated
legislation (e.g. P.103/2015) explain that a degfeitexibility has been incorporated
into the overall plan to allow both for unforeseemxternal pressures to be
accommaodated, but also for the possibility of iny@ments in disregard levels during
the MTFP. Therefore, at this stage, it is not gaedio confirm that the figures identified
for each sub-amendment for each year of the MTERecurate.

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