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PROPOSITION

THE STATES are asked to decide whether they are afpinion -

to request the Minister for Social Security torgaout a comprehensive
review of survivor's benefits, and in particular take into account the
bereavement schemes available to survivors in Gagrand the Isle of Man,
and to report back to the States, no later thahNasch 2012, with proposals
for a new scheme which should have a long-term afmachieving a

significant reduction in the current annual expamei of £5 million, whilst

honouring the claims of current recipients.

SENATOR F. DU H. LE GRESLEY
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REPORT
Originally there were 4 categories of widow's bétsef

* widow's allowance — paid for the first year of wigloood

» widow’s pension — paid after the first year of widwod

» widowed mother’s allowance — paid after the firsayof widowhood

» widowed father’s allowance — paid for the periodewla widowed father has
the sole responsibility for bringing up a child g marriage who is in full-
time education in Jersey.

A minor change to widow's benefits took place ir©19vhen the States approved a
proposition of the Social Security Committee to ath¢he Social Security (Jersey)

Law 1974 so that a widow, regardless of age, gaamedss to widow’s benefit for the

period that she remained a widow. Prior to this Adment, the Law prevented the
payment of widow's benefit to widows without chigdir who were under the age of 40
at the time of their husband’s death or to widowsese the children of the family had

ceased full-time education before the widow reachecdage of 40.

In their proposition P.105/1991, the Social Segu@ommittee expressed the view
that“a widow’s prospects of employment do not differettier she is widowed at 25,
35 or 45, nor does the need for the compensationiged by widow's benefit'The
Committee also pointed out that the existence efatpe limit had only prevented the
payment of benefit to less than 10 widows since4197

This change to the Social Security (Jersey) Lawdl8ffectively removed widowed
mother’'s allowance, as all widows moved from widewdllowance to widow’'s
pension regardless of age or dependent children thi first year of widowhood.

In 1995, the Social Security Committee carried automprehensive review of the
Social Security and Health Insurance Schemes aoduped a major report called
Continuity and Change. In the President’'s Foreworithe report he stated —

“Social Security schemes must change with the tifrtegy are to continue to

serve society as a whole....Within the workplaceptioportion of women is

increasing.....Within the family there has been a enaway from the

traditional male head of household role and divorages have increased as
has the number of single parent families. In shitwis could mean that more
people may not be fully covered by the Schemetimefias it is based on

traditional concepts of continuous full-time empl@nt and the male as the
head of the household...If the Jersey Social Secscityeme is to maintain its
credibility, we must ensure that benefits accrugdtiose already in the
scheme are honoured and, at the same time, inteodhanges which will

benefit our society in the future.”

The report recommended that the 3 elements of wgltenefits be replaced with
survivor's benefits in order to give equal treatinenwidows and widowers. It was
also noted that the 20% “enhancement” during th& frear of widowhood was a
carry-over from the old UK system and was not auieaof many other Social
Security systems, the UK having stopped this weekiiiancement in favour of a
lump sum.
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On 19th November 1996, the States adopted the gitapo of the Employment and
Social Security Committee, P.132/96 — Social Sécu@ontinuity and Change. One
of the proposals in P.132/96 was to replace widdwe'sefits by survivor’s allowance
and survivor’s pension so that both men and wonaertdcbenefit from contributions
paid by their late spouse.

Current survivor's benefits scheme

Survivor's allowance is paid for the first 52 weeks after a spousediad, at a rate
20% higher than the usual full rate of benefit. Cibation credits are awarded whilst
a survivor is in receipt of survivor's allowancehel minimum requirement is for the
deceased spouse to have contributions or creditatfteast 10% of the number of
months between the age of 18 and the month when dieal. The full, standard,
weekly rate of survivor’s allowance is £216.02.0%l of £745,472 was paid in 2010
to 205 separate claimants. As at 31/12/10, thene \B& open claims and 4 being
processed.

A survivor’'s pension is paid until the recipient reaches “pensionalge’awhen the
benefit changes to an age-related pension. In eode&rceive the survivor’'s pension at
the full standard rate (currently £179.97 per weitld deceased spouse must have
paid, or been credited with, full contributions rfraheir 18th birthday up until the
month before their death. If the deceased spous@duas in their contribution record,
the amount paid is reduced. The minimum requirerigefdr the deceased spouse to
have contributions or credits for at least 10%hef humber of months between the age
of 18 and the month when they died.

A total of £4,389,000 was paid in 2010. As at tlg12/10 there were 847 open
claims, of which 783 were for survivors aged 4%loove.

Why | am proposing a review of survivor’'s benefits?

Paying a survivor's pension to a widow, or widowaho has no children, or no
dependent children, is, as far as | have beentaldetablish, unique to Jersey. Thirty-
seven years ago, significantly less married womemewn full-time or part-time
employment compared with the make-up of the lalboarket today.

A survivor's pension is a very generous benefiitas not means-tested and can be
paid to a survivor who is in paid employment. Pdad the survivor does not co-habit
with another person of either sex or re-marry, gibasion is paid until it is replaced

with an old age pension based on the survivor’s centribution record.

In order to show the financial cost to the Societ8ity Scheme, | give an example
below.

A childless husband or wife, aged 25, who loosegs $pouse at an early age of, say,
30 years, is currently entitled to receive the msamvs allowance for 12 months,
totalling £11,230, and then the survivor's pendimn39 years, provided the deceased
spouse had 12 years of full contributions or ceedilsing the current rate of benefit,
this means that the surviving spouse could poténtiaceive, in total, a survivor's
pension of £364,979 before he or she reaches tientuetirement age of 65 years.
This is before allowing for annual increases in thge of benefit in line with the
average earnings index. With compounded annuatases of, say, 3%, the total cost
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to the Social Security Fund over the 39 years temally £705,000, assuming the
widow or widower does not re-marry or co-habit wefoeaching State Pension Age.
A person in receipt of a survivor's pension is addigible to receive the Christmas
Bonus.

At a time when the States of Jersey is endeavotwitigd savings of £65 million per
annum, it seems to me that we cannot ignore thetfat our survivor's benefits
scheme costs in excess of £5 million per annum, izgeGuernsey the cost is
£2 million, and in the Isle of Man £% million. Weeaalso paying £1 million of this
benefit each year to people who have left the tslaamd are totally reliant on their
honesty to advise the Social Security Departmeatlshthey start to co-habit or re-
marry.

Before 2007, the only safety net for widows andowdrs was parish welfare. Now
all people who have been continuously resident5far more years are entitled to
claim income support benefit. Furthermore, wherdapient of a reduced survivor’s
pension is entitled to claim another benefit, bagedheir own contribution record,
such as short-term incapacity benefit, he/she t@mose to receive whichever is the
most favourable.

All adults living in Jersey who are under pensiaye are required to pay Social
Security contributions. The vast majority of wometo do not have pre-school
children are in paid employment, or in receipt ohtribution credits or receiving
benefits due to prolonged ill-health or temporamgmployment.

Whilst it goes without saying that the death opause is a tragedy for the survivor, |
would ask Members to consider if it is still appriape for government to fund a
survivor's pension to a survivor of any age ungfdhe reaches “pensionable age”?
Perhaps the time has come for a survivor who haghildren, or no dependent
children, to only qualify for survivor's allowander one year? On the other hand,
there is clearly a need to help a survivor who yasg children and therefore sound
reasons why a survivor’s pension should continukeetgaid to a survivor who has a
dependent child or children under school-leaving, ag aged 19 or under and still in
full-time education.

How does our current survivor's benefit compare wih other similar
jurisdictions?

Guernsey

Guernsey changed their bereavement benefit schremetiie 1st January 2004. There
are 3 benefits: bereavement payment— a lump swmredly a maximum of
£1,630.00) payable to all survivors; widowed pdeerdllowance (currently a
maximum of £188.93 per week) — for survivors withildren; and bereavement
allowance (currently a maximum of £162.40 per weekpyable to survivors without
children aged 45-64 inclusive, for up to one yealfoWing bereavement. All
3 benefits are calculated on the contribution récof the deceased spouse. The
bereavement benefit scheme does not recogniseartierships.

There are 2 contribution conditions that have tonet —

D) the deceased spouse must have paid at leastveEidy social security
contributions at any time in their working life,can
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2) between the age of 20 and their age of deatfol® their 65th birthday), they
must have paid or had credited an average of batd@end 50 contributions
each year that count towards benefit.

For a survivor to receive full benefit, the decehspouse needs to have paid or had
credited an average of 50 contributions each yean the age of 20. Benefit is paid at
a reduced rate if the average is less than 50.

Widowed Parent’s Allowance is only paid to a pareito has a child or children
under school-leaving age or aged 19 or under a@hahdull-time education.

The current benefit rates are set out in the fatowable —

ALLOWANCES & WEEKLY PAYMENTS FROM 3.1.11

Yearly Bereavemer  Widowec Bereavemer Bereavemer Widowed Bereavemer

average of Payment Parents Allowance Payment Parents Allowance

reckonable Allowance Allowance

contributions

paid or

credited
50 £1,630.00 £188.93 £162.40

Reduced rate at which payments and allowancesagabfe
49 £1,597.00 £186.22 £159.15 29 £945.00 £132.06 £94.19
48 £1,565.00 £183.51 £155.90 28 £913.00 £129.35 £90.94
47 £1,532.00 £180.81 £152.66 27 £880.00 £126.65 £87.70
46 £1,500.00 £178.10 £149.41 26 £848.00 £123.94 £84.45
45 £1,467.00 £175.39 £146.16 25 £815.00 £121.23 £81.20
44 £1,434.00 £172.68 £14291 24 £782.00 £118.52 £77.95
43 £1,402.00 £169.97 £139.66 23 £750.00 £115.81 £74.70
42 £1,369.00 £167.27 £136.42 22 £717.00 £113.11 £71.46
41 £1,337.00 £164.56 £133.17 21 £685.00 £110.40 £68.21
40 £1,304.00 £161.85 £129.92 20 £652.00 £107.69 £64.96
39 £1,271.00 £159.14 £126.67 19 £619.00 £104.98 £61.71
38 £1,239.00 £156.43 £123.42 18 £587.00 £102.27 £58.46
37 £1,206.00 £153.73 £120.18 17 £554.00 £99.57 £55.22
36 £1,174.00 £151.02 £116.93 16 £522.00 £96.86 £51.97
35 £1,141.00 £148.31 £113.68 15 £489.00 £94.15 £48.72
34 £1,108.00 £145.60 £110.43 14 £456.00 £91.44 £45.47
33 £1,076.00 £142.89 £107.18 13 £424.00 £88.73 £42.22
32 £1,043.00 £140.19 £103.94 12 £391.00 £86.03 £38.98
31 £1,011.00 £137.48 £100.69 11 £359.00 £83.32 £35.73
30 £978.00 £134.77 £97.44 10 £326.00 £80.61 £32.48

Less than 10no benefit payable

The most notable difference between the JerseyGuetnsey bereavement benefit
schemes is that a survivor under the age of 45matbhildren is only entitled to claim
the lump sum bereavement payment, which at thedtdlis currently £1,630.

Page - 6
P.105/2011



The Isle of Man

The Isle of Man has 3 bereavement benefits — dgéete bereavement allowance,
widowed parent’s allowance and bereavement paymiEné. amount a survivor

receives in bereavement benefits is based on teaded spouse’s or civil partner’s
National Insurance contributions record.

In order to receive a lump subereavement paymentof £2,000, the deceased must
have paid at least 25 Class 2 or 3 NI contributiondrad earnings from employed
earner's employment of at least 25 times the laxeenings limit for any tax year.

Widowed Parent’s Allowanceis a weekly benefit of £100.70, paid to a survvin
husband, wife or civil partner who has dependeittiem for whom they are entitled
to (or can be treated as entitled to) Child Ben@&tfite deceased spouse or civil partner
must have paid at least 52 Class 2 or Class 3ibatitns or earned at least 52 times
the lower earnings limit in any one tax year andlg@ass 1 contributions on those
earnings. NI contributions must have been paiddfi$% of the deceased spouse’s or
civil partner’'s working life for the allowance tcelpaid at the full rate. Widowed
Parent’s Allowance stops when the survivor no lofges a dependent child, i.e. at the
same time as Child Benefit ceases, if this is with2 weeks of bereavement the
survivor may be entitled to Bereavement Allowanoevigled he/she is aged between
45 and State Retirement Age.

Age Related Bereavement Allowancés a weekly benefipaid for a maximum of
52 weeks to a spouse or civil partner who has no rdgr@ children and is aged
45 years or over when they became widowed or wheir tivil partner died. A
survivor cannot receive Bereavement Allowance & fame time as Widowed
Parent’'s Allowance. If the survivor is aged 55 weiohe/she will receive the full rate
of £100.70 per week. The allowance is reduced byfal%ach year of age by which
the survivor was under the age of 55 when theiuspoor civil partner died. The
amount is fixed and does not increase after adasth

The contribution conditions require the deceasedisp or civil partner to have paid at
least 52 Class 2 or Class 3 contributions or eab2giimes the lower earnings limit in
any one tax year and paid Class 1 contributionshose earnings. NI contributions
must have been paid for at least 90% of the ladesgds or civil partner’s working life
for the allowance to be paid at the full rate.

The current Age Related Bereavement Allowances-are

54 £93.65 49 £58.41
53 £86.60 48 £51.36
52 £79.55 47 £44.31
51 £72.50 46 £37.26
50 £65.46 45 £30.21

Note —In order to assist Members, | have summarised thie wiifferences between
Jersey, Guernsey and the Isle of Man bereavembabs in a table at the Appendix
to this proposition.
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Conclusion

My original proposition, P.70/2011, asked the State agree that any survivor's
pension awarded after 1st January 2013 will onlpdid to a survivor with a child or
children under school leaving age, or aged 19 deuand still in full-time education,
or a survivor who is aged 45 years and over buivb&tate Pension Age. Subsequent
research has revealed that an age limit of 40 emsved in 1991 and that there might
only be 6 fewer awards of survivor's pension pemuan if an age limit of 45 was
introduced. The intention of my original propositivas to find a way of reducing the
budget for survivor's benefits whilst at the sarimet protecting existing recipients.
Producing a saving of £50,000 per annum is insicanit when the overall budget for
survivor's benefits is in excess of £5 million. Anaprehensive review is therefore
required as we are clearly out of step with oughleours.

The Minister for Social Security has advised md,tiva principle, he agrees that
survivor’'s benefits are generous and that a revgengquired. | am proposing that this
review is carried out by 31st March 2012, as it rhaynecessary to consult with the
public via a Green Paper.

I conclude with the words of the former Presideinth@ Social Security Committee,
now our Chief Minister —

“If the Jersey Social Security Scheme is to mamtes credibility, we must
ensure that benefits accrued by those alreadyérsttheme are honoured and,
at the same time, introduce changes which will bemarr society in the
future.”

Financial and manpower implications
There will be manpower implications of carrying @uteview of survivor's benefits,

but there should be significant long-term savingstentially up to £2 million per
annum, for the Social Security Fund if a revisetkesge is approved.
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