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Summary

These amendments to legislation are to introducditiadal Social Security
contributions above the existing earnings limitnfrdst January 2012 to create a
corresponding reduction in the States cost of flugpdiupplementation in accordance
with the aims of the Fiscal Strategy.

In general, the amendments propose levying aniaddit2% employer contribution
on all monthly earnings above the existing earniirgid up to a new upper earnings
limit of £12,500 per month (£150,000 p.a.) from Jatuary 2012.

Likewise for the self-employed, there will be ardiidnal 2% levy on all earnings
and other income directly arising from their busieabove the existing earnings limit
up to the new upper earnings limit.

Individuals under pension age with little by theywaf earnings, but with income
above the existing earnings limit, will be liabtegay an additional 2% on that income
up to £150,000 p.a.

A revised methodology for the calculation of thestcof the States’ contribution
towards the pension records of those earning belmv existing earnings limit
(supplementation) is also proposed, which provikrainty to that cost and reduces
it by the additional revenue collected above thésterg earnings limit, thereby
reducing the cash limit of the Social Security Dréqpant.

The estimated increased vyield from contributionssimg from these proposals
amounts to £7 million in 2012, although the changiiscost the States as employer
up to £700,000, resulting in a net reduction irte&dt@xpenditure of £6 million.

Whilst sounding straightforward, the proposals seitate many changes to the
legislation; however they are mostly minor or tachhin nature.

Background

The proposal to introduce a contribution rate alitveecurrent earnings limit is one of
the 2 major recommendations arising from the FiStahtegy Review. The review
proposals were presented in the 2011 Budget répot67/2010). Whilst the Fiscal
Strategy is that of the Minister for Treasury anelsBurces, the Minister for Social

States% Page -3
of Jersey P.110/2011



Security is responsible for bringing forward ameedts to the Social Security
(Jersey) Law 1974 to provide for contributions abdlve current earnings limit from
January 2012.

A political steering group comprising: the Chiefrigter, the Minister for Treasury
and Resources, the Assistant Minister for Econorbievelopment (Senator
P.F. Routier), the Minister and Assistant Minister Social Security, was formed to
oversee the development of the proposals.

Latest developments

The outline proposal made in the budget statemtetiteaend of 2010 suggested that
contributions above the standard earnings limidedeto be set at 2% for employees
and 2% for employers, to raise an estimated additi616 million in contributions to
the Social Security Fund, which would be matche@myequal decrease in the cost of
the States Grant in respect of supplementation.

This increase in contributions planned for 2012e$ against the backdrop of GST
rising in June this year, current economic condgjdncluding levels of inflation and
other inevitable increases to contribution ratesr dkie next 5 to 10 years.

The introduction of a long-term care contributognbfit in 2013 will require a new
contribution rate, currently estimated at an ihiti&% across all earnings levels, to be
levied on all employees, the self-employed and thgahdividuals, as well as some
pensioners. This rate will have to rise as thece&sfef the ageing society are felt, and
this will also require contribution rates to risdthin 5 years in response to the
increasing cost of pensions and the forecast dedtinthe size of the working age
population.

The findings of the Review of the Fiscal Strategwvigw (S.R.2/2011) undertaken by
the Corporate Services Scrutiny Panel drew atterttiothe need to consolidate the
savings identified under the Comprehensive Spen@iagiew process before any
further additional taxes are introduced.

In addition, since the presentation of those plassDecember, there has been a small
improvement in the financial forecasts for futureéat€s revenues allowing a
reconsideration of whether the full increase in i8loSecurity contributions is
necessary.

Within this context, and in the particular knowledthat the long-term care benefit
will impose a contribution rate on employees, bot on employers, it is now
proposed that the contribution rate of 2% abovectireent earnings limit should be
applied to employers only.

Employees will now not see an increase in contidioutates until the introduction of
the proposed long-term care benefit. Individualsyim Class 2 contributions
(including the self-employed) will also pay 2% abothe current earnings limit, as
opposed to the 4% previously proposed.

Contribution limits and competitiveness

The proposals arising from the Fiscal Strategy &&viid not refer to any upper
earnings limit on the level of additional contritmms. However, the concept of
unlimited contributions is of concern when the ptigd impact upon the international
competitiveness of Jersey is taken into account.
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In considering the need for an upper earnings lamitl the issue of where best to
position it, estimated yields at differing limitsxéh the systems of neighbouring
jurisdictions were taken into account.

Competitiveness depends upon how attractive adjatien is to do business in and
with. All the costs of doing business, includinggaedevels, taxation and productivity
are factors, as well as less tangible factors sagatconomic stability.

Competitiveness is thereby difficult to measure asdess definitively, and any one
factor can only ever tell part of a story. Howeas, reflected in the Fiscal Strategy
Review, Social Security contributions form an intpot element of competitiveness
and any increases will affect the overall compeditess of any particular jurisdiction,
relative to others and it is therefore importarat thny change in contribution rates or
limits is assessed against the contribution rategighbouring jurisdictions.

The Table below summarises the existing headlinesrand limits for Jersey,
Guernsey, the Isle of Man and the UK.

Employee Employer

Jersey Guernsey UK loM Jersey Guernsey UK loM

Current (2011)

Primary Threshold N/A N/A 7,228 5,720 N/A N/A 7,072 5,720
Earnings Limit 44,232 91,884 42,484 39,000 44,232 20,900 N/A N/A
Standard Rate 6% 6% 12% 11% 6.5% 6.5% 13.8% 12
Higher Rate 0% 0% 2% 1%| N/A N/A N/A N/A

As can be seen, Jersey and Guernsey have loweibcioin rates than either the Isle
of Man or the UK, but Guernsey has the highest uppenings limit for employees,
with plans to increase it yet further.

The jurisdiction that most closely resembles Jeraeg where the competitive threat
could be regarded as greatest, is Guernsey, anflrer in-depth comparison
between Jersey and Guernsey was undertaken wheieong where to set an upper
earnings limit.

In considering where to position any upper earniimgg, it is important not only to
consider the current proposals when considering ¢benparison with other
jurisdictions, but also that further increaseshia tate of contributions will be required
to meet the increased costs of pensions arisimg fn@ ageing population and also the
more immediate measure of increased contributiorisetlevied against workers, the
self-employed, higher-income pensioners and otbgidents to fund a long-term care
benefit for all residents.

Comparisons were accordingly undertaken on thespasit only of proposals being
made in this proposition, but also incorporating #uditional estimated 1.5% levy on
contributions on earnings above and below the iegistarnings limit to fund the

long-term care benefit.
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Contribution limits and yield

Using the data provided by the Taxes Office in eespf 2009 tax assessments and
forecasts of annual growth produced by the Econdxdigser, it is possible to create
estimates of potential yield for 2012 using diffgreipper earnings limits combined
with forecasts of future economic growth and thergepresented in the Table below.

Calculation of contributions based on that part 0f2009 data supplied by the Taxes
Office which approximates to Class 1 and Class 2

level of upper limit 2009 2010 2011 2012
unlimited £7,490,00( £7,760,000 £8,117,000 £8,709,000
£120,000 £3,726,000 £3,860,000 £4,037,000 £4,332,000
£150,000 £6,035,000 £6,253,000 £6,540,000 £7,018,000
£180,000 £6,349,000 £6,577,000 £6,880,000 £7,382,000
£200,000 £6,500,000 £6,733,000 £7,043,000 £7,557,000
£250,000 £6,775,000 £7,019,000 £7,342,000 £7,878,000

These estimates are based on forecasts of an seciedax yield between 2009 and
2012.

Inevitably, forecasts of future performance arejettbto much uncertainty and the
actual yield may be above or below the values shown

The Table shows that an upper earnings limit of0g1@0 creates additional income of
approximately £4.3 million in 2012, but that a limof £150,000 creates total
additional income of £7 million. A higher limit &250,000 only adds a little to the
estimated yield, with additional yield above thé&®,D00 limit of less than £1 million.

The estimate of the additional yield without angiti must be viewed with some

caution, as it arises from relatively few individgjanaking it prone to changes in their
number and income from year to year.

These are estimates of gross yield. There willdmescost to the States in terms of its
contribution liability as an employer. With an upgarnings limit of £150,000, this is
estimated at £700,000, leaving a net yield of f@oni (rounded to the nearest
million).

Balancing yield and competitive factors

On the basis of the analysis undertaken of botll yiad comparison with Guernsey,
an upper earnings limit of £150,000 has been pexpes the level up to which the
greatest additional yield is gained whilst havirtilel impact upon the relative
competitiveness of the Island.

Appendix 2 to this report illustrates the impacttioé proposals at different levels of
earnings.
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New businesses

Individuals liable to make Class 2 contributionsake payments based on their
earnings/income received 2 years previously. Tlis hdvantages for established
business owners, who pay contributions based dorlisearnings. However, it can

pose difficulties for individuals moving from emploent (Class 1) into self-

employment (Class 2). For the first 2 years of Itlisiness, the individual will pay

contributions based on their employed earnings f2oyears ago.

This has often been cited as a barrier to settingbusiness and of hampering
economic growth.

To address this issue, the Minister is proposirgg tlopening year rules” will be
included in the Contribution Orders to allow estiathearnings to be used as the basis
of assessment for up to 3 years from the start wéwa business. The opening year
rules will only be available to bone fide new besises and an individual will not be
able to take advantage of the new rules more thaa o a given period. As business
accounts are completed for each full year of ommraadjustments will be made for
any under or overpayment.

Small changes are made to the legislation withase¢hproposals, which will make
these changes possible.

Value of States Grant in respect of supplementation

Contributors who have earnings above the loweriegsiimit but below the standard
earnings limit during a month receive an additiosain, known as supplementation,
to make up a complete contribution record for tmainth. This ensures that lower
earners are able to receive full pension and bemngiits.

At present, the full cost of the supplementationlafer earners’ contributions is
borne by a States Grant. The introduction of cbations above the standard earnings
limit will provide additional income into the Soti&ecurity Fund which will be used
to meet part of the cost of supplementation. This neduce the cost of the States
Grant and thereby reduce the States’ deficit.

The current legislation requires the calculationhef States Grant to be undertaken in
respect of the current year. As the cost of suppreation is dependent on a number
of factors, including the state of the economy, evdgvels and the distribution of
wages within the local labour market, it is verifidult to accurately forecast the total
cost in advance of the year itself.

The proposed legislation introduces a new calauidior the States Grant. This allows
for the additional contributions but also basesvilee of the States Grant on the cost
of supplementation from 2 years ago. This ensurasthe cost of the States Grant
will be known in advance of the year itself.

The calculation proposed is based upon the lateditesl figures for the cost of
supplementation, uprated by the square of the Bgsnindex, also from 2 years
previous, to arrive at a current year cost.

Applying this method to the known costs of suppletagon over the last decade
confirms that there is only a small difference kedwthem over that period.
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The UK Government Actuary examined a similar prepas 2009 and concluded that
this method of calculating the value of the StaB¥ant would have a very small
impact on the overall viability of the Social SdatuFund.

The new calculation will not be fully effective 2014, when it will be possible to
refer to the actual values for 2012. The propossgislation includes transitional
arrangements for 2011, 2012 and 2013.

Implementation and future changes

The Department is already well advanced in termgreparing for these changes and
will be working with businesses and their repreatvies to enable them to prepare for
these changes.

Contribution Orders will be made by the Minister poovide further detail for
employers regarding liability, payment and collestmatters.

In addition to the changes set out above whichpémened for implementation in

January 2012 subject to States’ approval, thereaanember of other amendments
which will be considered for implementation in tbeming years. These include
additional enhancements to the Social Securityeaystombined with changes that
will be necessary to introduce a contributory leegn care benefit. This later

implementation date allows for a period of congidtaon both a technical and public
level in respect of matters not covered by the &iStrategy consultation and the
efficient use of development resources.

A new contribution class will be required for theposed long-term care benefit and
the opportunity will be taken to review the exigticlasses and exemptions. Given the
increased risk of leakage from the system that npper earnings limit presents,
additional enforcement and anti-avoidance powerkjclw require new primary
legislation, are also planned for 2013.

The Department will work closely with the Taxes i0éf to agree joint definitions of
earnings and classifications of contributors. Tl &f this work is to reduce
duplication between the two departments and addesss “red tape” issues
experienced by local businesses that currentlyigeoinformation separately to the
2 departments. The issue of levying contributiogairst unearned income will be
further explored.

Financial and manpower implications

The additional yield to the Social Security Fundledse proposals is presented above
and has been estimated using income tax data 6%, 2(bdated in line with forecasts
provided by the Economic Advisor.

There will be additional administrative costs assted with the assessment of Class 2
earnings (and income in some cases), given theigai&d increase in earnings related
assessments that will be required once contribsiteme assessed above the current
earnings limit. Preliminary estimates are that aodal staff of up to 5 FTE will be
required in the short term. The costs of thesd atad other costs will be borne out of
the Social Security Fund.

However, as a result of successful collaborationvéen the Taxes Office and the
Social Security Department, it may be possibleutomate much of this process in
future years and improve the effectiveness andieffcy of the collection systems for
ITIS and Social Security contributions.
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There will be a cost to employers, who will needattjust their payroll systems to
calculate the new contributions and provide theessary information to the Social
Security Department. The Department will work wigmployers over the next
6 months, providing information and support to dedahese adjustments to be made.
This will include the Department testing and chagkithe output from employers’
systems.

The Department will also need to make changesstmwn IT and administrative
systems. This work is being planned to ensuregbtbsequent changes, for example,
the introduction of a long-term care benefit andcimeloser co-operation with the
Taxes Office, can be easily assimilated into tivisesl structure.

Summary of proposals

0 An additional Social Security contribution rate 2% on earnings above the
current earnings limit for employers and the setptoyed.

0 A new upper earnings limit, to be established &0£0100.

0 A contribution liability in respect of individualwith low earnings, but total
income above the current earnings limit, at theppsed 2% rate on all
income between the current earnings limit and fIED,

o0 New rules allowing new self-employed contributarde assessed on basis of
estimates of actual earnings for up to 3 years.
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APPENDIX 1

Comparison of contribution liabilities at differing upper earnings limits, against
Guernsey’s current system

The chart below compares the current Guernsey argkyl schemes, alongside an
additional contribution rate of 2%, above the catrearnings limit up to an upper
earnings limit of £150,000 and £250,000.
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The change to employer contributions will occu2812 and the graph indicates that
at both £150,000 and £250,000 the contributionlitglyemains below the Guernsey
rate.
For the self-employed, there are likely to be iases in 2012 (the introduction of the
2% rate above the current earnings limit) and 2818 introduction of a 1.5% rate for
long-term care benefit, at all earnings levelsrtapper earnings limit). The following
graph shows the liability taking into account boftthese proposals.
Self employed showing 2% rate in 2012 and 1.5% rate in
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This shows that the combination of the 2 propogath an upper earnings limit at
£150,000 remains competitive with the current Gseynsystem, but is less so at
higher earnings levels with an upper earnings lah£250,000.

Under the current legislation, Class 2 individuaig#h very low earnings, but
significant unearned income, are required to paytrdautions based on the current
earnings limit (£44,232).

It is proposed that Class 2 contributors who falbithis category, i.e. with —
0 Earnings below the lower earnings limit of £9,3&8d
0 Total income above the standard earnings limit4ef,232,

should pay contributions based on the value ofr tteal income, up to the upper
earnings limit.

The following graph shows the impact of both therreot proposal and the
introduction of a long-term care benefit on workiage individuals who have
substantial income but very little (or no) earnings

"non-employed" under 65 showing 2% rate in 2012 and
1.5% rate in 2013
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For this group, an upper earnings limit of £150,06@ates proposed Jersey
contributions that are slightly above existing Gisety contributions, but well above at
higher income levels if a £250,000 limit were toiteoduced.

Although employees are not affected by the changg0il2, they are likely to be
subject to the new long-term care benefit contibuin 2013 and it is intended to
introduce contributions into that fund up to thensaupper earnings limit decided
upon in the current proposals. This is shown orfahewing graph.
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Annual Contribution Liability

Employees showing 1.5% rate in 2013
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The increase in the rate of contributions belowdtamdard earnings limit from 6% to

7.5% will increase the cost, not only for thosehwgarnings above the current
earnings limit, but also for those on lower earsingowever, with an upper earnings
limit at £150,000, the position remains competitarel less than Guernsey at higher
earnings, but less so at higher earnings with aeugarnings limit of £250,000.
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APPENDIX 2
Analysis of impact on Contributors

The following table gives an indication of the aaial cost of contributions for
employers and Class 2 contributors following theoiduction of a 2% rate above the
current earnings limit, at different levels of amhaarnings. This table is based on the
2011 earnings limit of £44,232 and an upper eamlimgit of £150,000. These limits
will be uprated each year in line with average i@ and so the actual cost in 2012
will be slightly different from that shown. Thers no additional cost to employees
under this proposal.

£ Employer Class 2 (Including self-employed
Current | Proposed | Proposed| Current | Proposed | Proposed

Annual | annual annual annual annual annual annual
earnings | liability liability increase | liability liability increase
10,000 650 650 — 1,250 1,250 -
20,000 1,300 1,300 - 2,500 2,500 -
30,000 1,950 1,950 - 3,750 3,750 -
40,000 2,600 2,600 - 5,000 5,000 -
50,000 2,875 2,990 115 5,529 5,644 115
60,000 2,875 3,190 315 5,529 5,844 315
70,000 2,875 3,390 515 5,529 6,044 515
80,000 2,875 3,590 715 5,529 6,244 715
90,000 2,875 3,790 915 5,529 6,444 915
100,000 2,875 3,990 1,115 5,529 6,644 1,115
125,000 2,875 4,490 1,615 5,529 7,144 1,615
150,000 2,875 4,990 2,115 5,529 7,644 2,115
175,000 2,875 4,990 2,115 5,529 7,644 2,115
200,000 2,875 4,990 2,115 5,529 7,644 2,115
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In percentage terms, the maximum increase is expegd at an income of £150,000.
At this level the current system requires a contrdn rate of 1.92% of gross earnings,
and this will increase to 3.33%. This is an inceeat1.41 percentage points. As can
be seen from the graph, the percentage differeatigelen the current and proposed
systems is smaller, both above and below this egsrevel.
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As with employers, the maximum increase is expegdnat an income of £150,000.
At this level, the current system requires a cobation rate of 3.69% of gross
earnings, and this will increase to 5.10%. Thiarisncrease of 1.41 percentage points.

Proposed changes in 2013

The following Tables compare the current positiomhwhe proposed position for
2013, once the proposed contributory long-term tareefit is introduced at a rate of
1.5% for employees and Class 2, in addition to28&2 proposalsNote that the
contributions in respect of the long-term care berfi have yet to be considered
by the States Assemblylt is planned to lodge draft primary legislatiomiah will
establish a long-term care benefit for debate Iy 2011, and detailed Regulations
will follow during 2012. As with the previous Tabléhe figures are based on the
current earnings limit of £44,232 and the propaoggpler earnings limit of £150,000.
The actual figures in 2013 will be slightly differte
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The increase in contributions for employees is &imam of 1.5 percentage points.
This increase applies to all employees with easiqgto £150,000.
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In percentage terms, the maximum increase is expegd at an income of £150,000.
At this level the current system requires a countidn rate of 3.69% of gross earnings,
and this will increase to 6.60%. This is an inceeat2.91 percentage points. As can
be seen from the graph, the percentage differeatieelen the current and proposed
systems is smaller, both above and below this egsrevel.
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Explanatory Note

These Regulations amend the Social Security (Jektsey 1974 (the “Law”).

The amendments take effect in 2 stages. The amemnsmeade byRegulations 2
to11 would come into force on 1st October 2011. The amemts made by
Regulations 12, 13 and 14 would come into force on 1st January 2012.

Regulation 1 provides that references to Articles and other-divisions in the
Regulations are to the Articles and sub-divisiomsgmbered in the Law.

Amendments coming into force on 1st October 2011

Regulation 2 amends Article 1 of the Law. It adds definitiom®isequentially upon the
amendments in these Regulations that move conwibulactors and rates for,
respectively, Class 1 and Class 2, to new Schedélesnd 1B. It also restates and
expands the Minister's power to prescribe the egsiithat are to be taken into
consideration for the purposes of the Law. Findty, amendments make it clear that
the payment, crediting or supplementation of cbaotrons to the Social Security Fund
in an amount equal to the standard contributioatesea full contribution record.

Regulation 3 amends Article 4 of the Law. The amendments inmaragraphs (a)
and (b) reflect a change in terminology for Clag®@tributions, until now referred to
as “flat rate” or “earnings related” and, in futute be referred to as “full rate” or
“reduced rate”. The amendment in sub-paragraphréflects the addition of
Article 9A to the Law.

Regulation 4 amends Article 5 of the Law consequentially uploa telocation of the
rules for calculating the rates of Class 1 contrdns to the new Schedule 1A.

Regulation 5 amends Article 8 of the Law consequentially upde tthange in
terminology for Class 2 contributions and the ratamn of the rules for calculating the
rates of Class 2 contributions to the new SchetiBle

Regulation 6 amends Article 9 of the Law. Article 9 describ&g tircumstances in
which an insured person’s contributions will be pemented out of the Social
Security Fund. The rules for supplementation ofs€lh and Class 2 contributions are
relocated, respectively, to the new Schedules 1\ HB. In addition the Minister’s
power to allow supplementation for a person unterdge of 18, even though the
person’s contributions fall below the threshold:@moved.

Regulation 7 inserts Article 9A in the Law. This new Articleeates a method for
calculating the amount to be paid into the Socedusity Fund by the States, as a
contribution to supplementation. The amount is wlaked by reference to the
following figures: the total amount required forpplementation 2 years earlier, the
amount of contributions paid above the standard thiprearnings limit 2 years
earlier, and the rise or fall in the Jersey Indekarnings 2 years earlier.

Because the calculations depend on figures cotle@tgears earlier, transitional
arrangements are needed for 2011, 2012 and 20i8grBph (1) specifies a fixed
amount to be paid by the States in 2011. Contobstiabove the standard monthly
earnings limit will only commence in 2012 and swstead of calculating the States’
contributions for 2012 and 2013 by reference topl&t amounts of contributions paid
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above the standard monthly earnings limit, fixeglfes are specified for those years.
(SeeRegulations 12 to 14 for the addition of contributions above the staddaonthly
earnings limit and consequential amendments t@larA.)

Regulation 8 amends Article 10 of the Law so as to allow thenister to provide, by
Order, that a person may be excepted from liakiditpay contributions from any date
specified by the Minister. Currently the Ministemnot specify a date that is 13 weeks
before the date on which the application to be ptatkfrom liability is made.

Regulation 9 amends Article 11 of the Law so as to enable tladtér, by Order, to
round up or down amounts determined in accordaniteam index, such as the Jersey
Index of Earnings, and to make arrangements forecbon of overpayments and
underpayments of contributions.

Regulation 10 amends Article 30 of the Law. Paragraph (3) ot thdicle currently
specifies the percentages of contributions thataie paid into the Health Insurance
Fund. For the future, these percentages will bevehwithin Schedules 1A and 1B.

Regulation 11 adds Schedules 1A and 1B to the Law. Scheduleslgdmcerned with
Class 1 contributions. It defines what constitigamings for the purposes of Class 1
contributions, sets monthly earnings limits, setstébution rates and also restates the
rule for supplementation of Class 1 contributioBghedule 1B contains the same
information for the purposes of Class 2 contribugio

Amendments coming into force on 1st January 2012

Regulation 12 amends the new Article 9A so as to add ruleslfercalculation of B in
the formula in that Article, with effect from 201that depend upon monthly earnings
limits and contribution rates added to Schedulesdd 1B byRegulations 13 and 14.

Regulation 13 amends Schedule 1A so as to add an upper moraiyngs limit and a
new liability for employers to pay Class 1 conttibns, of 2%, on earnings of an
employee that exceed the standard monthly eartimggut do not exceed the upper
monthly earnings limit.

Regulation 14 amends Schedule 1B so as to add an upper momttriings limit and a
new liability to pay full rate or reduced rate Adscontributions, of 2%, on earnings
that exceed the standard monthly earnings limitdasuhot exceed the upper monthly
earnings limit.

Regulation 15 provides for the citation of the RegulatioRegulations 1 to 11 and 15
come into force on 1st October 20Regulations 12 to 14 come into force on 1st
January 2012.
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Draft Social Security (Amendment of Law No. 1) &k3y)
Regulations 201- Regulation 1

Jersey

DRAFT SOCIAL SECURITY (AMENDMENT OF
LAW No. 1) (JERSEY) REGULATIONS 201-

Made [date to be inserted]

Coming into force [date to be inserted]

THE STATES, in pursuance of Articles 50 and 51 of the So&akurity
(Jersey) Law 19724have made the following Regulations —

1 Interpretation

In these Regulations, a reference to an Articletber sub-division of a Law by
number only is a reference to the Article or suldsitbn of that number in the
Social Security (Jersey) Law 1974

Amendments coming into force on 1st October 2011

2 Article 1 amended
(1) InArticle 1(2) -

(@) for the definition “earnings” there shall be bstituted the
following definition —

“‘earnings’ —

(@ in relation to a Class 1 insured person, has rtieaning
given in Schedule 1A;

(b) in relation to a Class 2 insured person, has rtieaning
given in Schedule 1B;”";

(b) the definition “earnings limit” shall be deldte
(c) the definition “Jersey Cost of Living Index”"ahbe deleted,;

(d) for the definition “Jersey Index of Earningshete shall be
substituted the following definition —

“*Jersey Index of Earnings’ means the Index of rage Earnings
produced by the States of Jersey Statistics Unit;”.

(e) after the definition “Social Security Tribunathere shall be
inserted the following definition —
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Regulation 3 Regulations 201

)

®3)
(4)

“‘standard contribution’ —

(@ in relation to a Class 1 insured person, has rtteaning
given in Schedule 1A;

(b) in relation to a Class 2 insured person, has rtfeaning
given in Schedule 1B;".

For Article 1(5) there shall be substituted fiblbowing paragraph —

“(5) The Minister may by Order prescribe, for ampesified purpose or
provision of this Law —

(@) monetary amounts and benefits of any descriptichether
or not convertible into money) that are, or are patnings;

(b)  without prejudice to the generality of sub-gpeph (a),
descriptions of income that are to be treated asregs;

(c) the manner in which the value attributable ny @arnings
that are not money is to be determined;

(d) when any earnings are deemed to be paid;

(e) circumstances in which notional earnings areet@ttributed
to a person;

()  the manner in which a person’s earnings areetcalculated
or estimated,

(g0 the manner in which the amount of a person‘aiegs to be
treated as comprised in any payment made to @sipect of
the person is to be calculated or estimated; and

(h) earnings of a specified class or descriptioadenor falling
to be made to or by a person, that are to be disied,
wholly or in part, in calculating a person’s eagsn or
deducted from such earnings.”.

Article 1(6) shall be deleted.

In Article 1(7) after the words “a full contrtion record” there shall be
inserted the words “for contributions (being cdmitions paid into,

credited to or supplemented from, the Social SgcEind) equal to the
standard contribution”.

3 Article 4 amended
In Article 4 —

@
(b)

(©)

in paragraph (2)(a) the words “earnings relasbdll be deleted;
for paragraph (2)(b) there shall be substitutbe following sub-
paragraph —
“(b) Class 2 full rate or reduced rate contribuopayable by
Class 2 insured persons.”;
for paragraph (3) there shall be substitutedftiiowing paragraph —

“(3) There shall also be paid into the Social SiguFund, out of
monies provided by the States, such amounts adeseemined in
accordance with Article 9A, for the purpose of ciintting to the
cost of supplementing contributions in accordanitk Article 9.”.
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Draft Social Security (Amendment of Law No. 1) &k3y)
Regulations 201- Regulation 4

4 Article 5 amended
In Article 5 —
(a) paragraphs (1) and (2) shall be deleted;
(b) for paragraph (4) there shall be substitutedfdtiowing paragraph —

“(4) Subject to the provisions of any Order madelarmArticle 11(d),
the amounts of primary and secondary Class 1 twibns shall
be determined in accordance with Schedule 1A.".

5 Article 8 amended
In Article 8 —
(&) for paragraph (1) there shall be substituteddliowing paragraph —

“(1) Class 2 insured persons, who are not entitlsd virtue of
paragraph (2), or being so entitled do not applypay reduced rate
Class 2 contributions, shall be liable to pay frdite Class 2
contributions.”;

(b) in paragraph (2) for the words “Earnings redatehere shall be
substituted the words “Reduced rate”;

(c) for paragraph (3) there shall be substitutedfttiowing paragraph —

“(3) Subject to the provisions of any Order madelamArticle 11(d),
the amounts of full rate Class 2 contributions aaduced rate
Class 2 contributions payable in any month shaliermined in
accordance with Schedule 1B.".

6 Article 9 amended

For paragraphs (1) to (3) of Article 9 there shmdl substituted the following
paragraph —

“(1) Subject to the provisions of this Law, monthtgntributions in
respect of an insured person shall be supplemeotedof the
Social Security Fund —

(@) inthe case of a Class 1 insured person, ititcamstances

and by the amount provided by paragraph 4 of Sdbeld;
and

(b) in the case of a Class 2 insured person, irtitltemstances
and by the amount provided by paragraph5 of
Schedule 1B.".

7 Article 9A inserted
After Article 9 there shall be inserted the follagiArticle —
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lReguIation 8

Draft Social Security (Amendment of Law Nb. (Jerse)
Regulations 201

| “OA Contributions by States to supplementation

(1)

)

®3)

(4)

©®)

The amount required by Article 4(3) to be p#itb the Social
Security fund for 2011, out of monies provided by tStates, is
£65,350,000.

Amounts required by Article 4(3) to be paid dinthe Social
Security Fund from 1st January 2012, out of mompies/ided by
the States shall be determined annually, in acoocelawith
paragraph (3).

Subject to paragraph (4), the amount to be, farch year, shall be
the product of the following formula —

(A-B)x (1+Cf

Where —

(@) A is the total amount required, for the basaryédor the
purpose of supplementing contributions in accordanith
Article 9, reported in the accounts prepared inoed&nce
with Article 30(4);

(b) Bis—

(i) for the purpose of determining the amount pdsgab
in 2012, £6,850,000,
(i) for the purpose of determining the amount pgrga
in 2013, £6,900,000;
(c) C is the percentage rise or fall in the Jertegex of
Earnings in the base year; and

(d) the ‘base year' is the year 2 years beforeytbae for which
the amount is to be paid.

If B is equal to or greater than A, no moneydquired to be paid
for the year.

The amount to be paid in for a year may be paia lump sum or
in instalments, and at such time or times, as thmidiér
determines.”.

8 Article 10 amended
In Article 10 —

(a) in paragraph (2) for the words beginning “aayednot earlier than” to the
end of the paragraph there shall be substitutedvibrels “the day the
person’s application is made or a day that is eadr later than that
day.”;

(b) in paragraph (3) for the words “his or her cimitions, after the
deduction of the appropriate Health Insurance Rallmtation, to exceed
the standard level of contribution.” there shall dubstituted the words
“so much of his or her contributions as are payahte the Social
Security Fund to exceed the standard contribution”.
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Draft Social Security (Amendment of Law No. 1) &k3y)
Regulations 201- Regulation 9

9 Article 11 amended
In Article 11 —
(a) after paragraph (d) there shall be insertedai@wving paragraph —

“(da) for calculating or otherwise adjusting anyaamt determined, in
accordance with this Law, by reference to any inolegcale, so as
to avoid fractional amounts or otherwise facilitatanputation;”;

(b) after paragraph (g) there shall be inserteddhewing paragraph —

“(ga) for the correction of overpayments or undgmants of
contribution made in such circumstances as maydsrpbed;”;

(c) in paragraph (ha) for the words “the earningsitl there shall be
substituted the words “any earnings limit specified Schedule 1A
or 1B".

10  Article 30 amended
For Article 30(3) there shall be substituted thieofeing paragraph —

“(3) The appropriate Health Insurance Fund Allamatiwhich shall be
paid into the Health Insurance Fund, shall be tigregate of the
amounts expressed in Schedules 1A and 1B to beasdid to that
Fund.”.

11  Schedules 1A and 1B inserted
Before Schedule 1 there shall be inserted theviitig Schedules —

“SCHEDULE 1A

(Articles 5(4), 9 and 30(3))

CLASS 1 FACTORS AND CONTRIBUTION RATES

1 Class 1 — earnings

For the purposes of this Law, and subject to ange©Omade under
Article 1(5) or 11, the earnings of a Class 1 iesuperson include any
sums payable to the person (whether under a cordfeservice or any
other office, employment or arrangement wherebypirson is rewarded
for work done or services rendered) by way of wagedary, fees,
bonuses, commission, overtime pay or any other @maht including the
value of any loan, perquisite or any other benefiind.

2 Class 1 — monthly earnings limits
| (1) Inthis Schedule, subject to sub-paragraph-(2)
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Draft Social Security (Amendment of Law Nb. (Jerse)
Regulation 11 Regulations 201

(@) the lower monthly earnings limit for Class htributions is
£776;

(b) the standard monthly earnings limit for Classohtributions
is £3,686.

(2) Onthe 1st January in 2012 and every subsegean; the limits in
sub-paragraph (1)(a) and (b) shall each be incdeaseecreased,
as the case requires, by the percentage figurel etguahe
percentage rise or fall in the Jersey Index of EBasnduring the
12 months ending on 30th June in the preceding year

3 Class 1 — monthly contributions

(1) The amount of an employed person’s primary £lasontributions
in respect of the monthly earnings of an employmisntthe
aggregate of the following amounts —

(a8 0.8% of the person’'s earnings that do not ekcte
standard monthly earnings limit, which amount sHadl
allocated to the Health Insurance Fund; and

(b) 5.2% of the person’'s earnings that do not eXctee
standard monthly earnings limit.

(2) The amount of an employer’s secondary Classritributions in
respect of the monthly earnings of an employeddésdggregate
of the following amounts —

(@ 1.2% of the employee’s earnings that do noteedcthe
standard monthly earnings limit, which amount sHadl
allocated to the Health Insurance Fund; and

(b) 5.3% of the employee’s earnings that do noteeslcthe
standard monthly earnings limit.

4 Class 1 — supplementation

| (1) Where -

(8) contributions have been paid in respect ofas<£l insured
person for a month; and

(b) the social security contributions paid or ctediin respect of
the Class1 insured person for the month exceed the
contribution threshold but are less than the stahda
contribution,

the social security contributions shall be suppletee, out of the
Social Security Fund, by an amount sufficient taisea those
contributions in respect of the person for the rhaiat equal the
standard contribution.

(2) No supplementation shall be awarded in respieet
(@) secondary Class 1 contributions alone; or

(b) social security contributions paid or creditedhich are
above the contribution threshold and below the dstech
contribution but which would not have been belove th
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Regulations 201- Regulation 11

standard contribution had contribution liability dme
discharged in full.

(3) For the purposes of this paragraph —
(@) the standard contribution is the sum of —

(i the maximum amount payable under
paragraph 3(1)(b), and

(i) the maximum amount payable under
paragraph 3(2)(b);

(b) the contribution threshold is the sum of —
(i)  5.2% of the lower monthly earnings limit, and
(i)  5.3% of the lower monthly earnings limit;

(c) ‘social security contributions’ means so much the
contributions paid or credited in respect of a €thsnsured
person as are to be paid into the Social SecudbhdF

SCHEDULE 1B

(Articles 8(3), 9 and 30(3))

CLASS 2 FACTORS AND CONTRIBUTION RATES

Class 2 — earnings

For the purposes of this Law, and subject to ange©Omade under
Article 1(5) or 11, the earnings of a Class 2 iesuperson include any
sums payable to the person (whether under a cotitraservices or any
office or arrangement whereby the person is rewtafde work done or
services rendered) by way of wages, salary, femsudes, commission,
overtime pay or any other emolument including tladug of any loan,
perquisite or any other benefit in kind.

Class 2 — monthly earnings limits

(1) Inthis Schedule, subject to sub-paragraph-(2)

(@) the lower monthly earnings limit for Class 2ttdbutions is
£776;

(b) the standard monthly earnings limit for Classotributions
is £3,686.

(2) Onthe 1st January in 2012 and every subsegaan; the limits in
sub-paragraph (1)(a) and (b) shall each be incteaséecreased,
as the case requires, by the percentage figurel eiguahe
percentage rise or fall in the Jersey Index of EBasnduring the
12 months ending on 30th June in the preceding year

States %
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e

‘ 4

Class 2 — monthly full rate contributions

The amount of a person’s full rate Class 2 conti@ims payable in any
month is the aggregate of the following amounts —

(@) 2% of the standard monthly earnings limit, whamount shall be
allocated to the Health Insurance Fund; and

(b)  10.5% of the standard monthly earnings limit.

Class 2 — monthly reduced rate contributions

The amount of a person’s reduced rate Class 2ibations payable in
any month is the aggregate of the following amounts

(@) 2% of the person’s earnings for the month twanhot exceed the
standard monthly earnings limit, which amount shailallocated
to the Health Insurance Fund; and

(b) 10.5% of the person’s earnings for the montt tho not exceed
the standard monthly earnings limit.

Class 2 — supplementation

(1) No supplementation shall be awarded in respkfill rate Class 2
contributions.

(2) Where the reduced rate Class 2 social seauwitjributions paid or
credited in respect of a Class 2 insured persoa foonth —

(@) are at least equal to the amount of such dunions
payable for the month in respect of the person ibyes of
paragraph 4(b); and

(b) are less than the standard contribution,

the contributions shall be supplemented, out ofSbeial Security
Fund by an amount sufficient to cause the sociauriy
contributions in respect of the person for the rhaiat equal the
standard contribution.

(3) No supplementation shall be awarded in respégseduced rate
Class 2 social security contributions paid or destifor any month
in respect of a Class 2 insured person which dmbihe standard
contribution but which would not have been below gtandard
contribution had contribution liability been discgad in full.

(4) For the purposes of this paragraph —

(@) the standard contribution is the maximum amaqayable
under paragraph 4(b); and

(b) ‘social security contributions’ means so much the
contributions paid or credited in respect of a €snsured
person as are to be paid into the Social SecudbhdP.
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Amendments coming into force on 1st January 2012

12  Article 9A amended

In Article 9A(3)(b) after clause (ii) there sha# ladded the following clause —

“(iii) for the purpose of determining the amountyphle in
2014 and ensuing years, the aggregate ofthe
following amounts —

(A) the Class 1 secondary contributions paid fer th
base year in accordance with paragraph 3(2)(c)
of Schedule 1A,

(B) the full rate Class 2 contributions paid foe th
base year in accordance with paragraph 3(c) of
Schedule 1B, and

(C) the reduced rate Class 2 contributions paid for
the base year in accordance with paragraph 4(c)
of Schedule 1B,

as those amounts are reported in the accountsrptepa
in accordance with Article 30(4);".

13  Schedule 1A amended
In Schedule 1A —
(@) in paragraph 2(1) —
(i) for the words “subject to sub-paragraph (2)’erth shall be
substituted the words “subject to sub-paragraphar{d (3)”,
(i)  after clause (b) there shall be added theofwilhg clause —

“(c) the upper monthly earnings limit for Classdntributions is
£12,500."

(b) after paragraph 2(2) there shall be addedat@ning sub-paragraph —

“(3) On the 1st January in 2013 and every subsdqgesar, the limit in
sub-paragraph (1)(c) shall be increased or dealeasethe case
requires, by the percentage figure equal to thegoeage rise or
fall in the Jersey Index of Earnings during theniéhths ending on
30th June in the preceding year.”;

(c) inparagraph 3(2) —
()  the word “and” following clause (a) shall beleted;

(i) after clause (b) the word “and” and the foliogy clause shall be
added —

“(c) 2% of the employee’s earnings that exceed dtendard
monthly earnings limit but do not exceed the uppenthly
earnings limit.”.
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14  Schedule 1B amended
In Schedule 1B —
(@) in paragraph 2(1) —

() for the words “subject to sub-paragraph (2)’erth shall be
substituted the words “subject to sub-paragraphariéd (3)”,

(i)  after clause (b) there shall be added theofwilhg clause —

“(c) the upper monthly earnings limit for Classétributions is
£12,500.7

(b) after paragraph 2(2) there shall be addedat@ning sub-paragraph —

“(3) On the 1st January in 2013 and every subseqesr, the limit in
sub-paragraph (1)(c) shall be increased or dealeasethe case
requires, by the percentage figure equal to thegmage rise or
fall in the Jersey Index of Earnings during theniéhths ending on
30th June in the preceding year.”;

(c) in paragraph 3 —
()  the word “and” following sub-paragraph (a) dhad deleted,

(i)  after sub-paragraph (b) the word “and” and tledowing sub-
paragraph shall be added —

“(c) 2% of the amount that is the difference betw#ee standard
monthly earnings limit and the upper monthly eagsin
limit.”;

(d) in paragraph 4 —
()  the word “and” following sub-paragraph (a) dhad deleted,

(i)  after sub-paragraph (b) the word “and” and tledowing sub-
paragraph shall be added —

“(c) 2% of the person’s earnings that exceed thendsrd
monthly earnings limit but do not exceed the uppenthly
earnings limit.”.

Closing provision

15 Citation and commencement

(1) These Regulations may be cited as the Socilire (Amendment of
Law No. 1) (Jersey) Regulations 201-.

(2) These Regulations, apart from Regulations 32arid 14, shall come into
on 1st October 2011.

(3) Regulations 12, 13 and 14 of these Regulatitradl come into force on
1st January 2012.
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