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COLD WEATHER PAYMENTS: AMENDMENT TO INCOME SUPPORT
(P.4/2011) —- AMENDMENT

PAGE 2, PARAGRAPH (b) —

For the words “to be funded by reducing the budgethe Economic Development
Department” substitute the words “and to furthequest the Chief Minister to
endeavour to make provision for this funding witthe overall 2012 expenditure limit
already agreed by the States by reprioritising edjtere proposals in other areas as
considered appropriate”.

SENATOR B.E. SHENTON
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REPORT

In 2006, on 1st June to be precise, | lodged anndment to the Strategic Plan
seeking the introduction of a winter fuel allowarfoe all pensioners (reproduced as
Appendix 1). This aim was adopted by the States.

When the implementation was brought to the Stagekdo Minister for Social Security

it was in a means-tested rather than all-encompggermat. | did not challenge this
amendment to the original aim at the time as tlomeay was already showing signs
of deterioration and | held a rather negative vid\the financial future.

The harsh winter that we have experienced coupl#dnsing energy prices made me
realise that the eligible claimant net for a fu@wance should be extended and | was
delighted to receive Senator Le Gresley’s propmsiti

Whilst 1 am cognisant of the fact that spendinguthanot be increased at this time,
and that we must keep within budgets, | do not tlegt we should look at elements of
spending in isolation to determine savings. It wiolé wrong for the proposition to

fail for the wrong reasons, i.e. that Members da agree with the Economic

Development Department cuts as set out.

I have always held the view that the Governmentshdsty to assist those that deserve
help. However, there is a balance between beingal§oaesponsible and over-
generous. An income support bill approaching £100ion would need a 6% GST
rate just to cover the amount of benefits paid ahib, together with the
supplementation bill, is unsustainable over thgdorierm.

| lodged an amendment to the Business Plan lasmsunto reduce the pace of

increase as | did not feel that we were targethey right recipients in every case.
However, | withdrew it after discussion with the iter for Social Security on the

basis that the level of benefits and the interactidgth the tax system could be

reviewed — a process that is currently taking plase currently have a system

whereby you can be significantly worse-off workititan being on benefits. For

example, a single parent with 2 children will pigk £26,000 per year tax-free and, as
long as one child is under 5, there is no obligatafind employment.

If she was not on benefits and worked a 30 houkws&®e would need to earn an extra
£1,500 to cover social security, an extra £2,000awer tax, and another £8,000+ to
cover childcare. In other words, to be on the sameme and working she would
need a job paying £37,500 per annum to end up #2000 net. Of course, an
incentive is required to work so you would probabbed to add £6,500 to the salary
to make it a realistic level to choose employmevgradoenefits. How many single
parents can command £44,000 per annum?

With income support costing £93,000,000 and risimg, seem to have designed a
benefits trap.

There are many people who want to work but canfforchto because after tax,
childcare and social security they would be muchseff.
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Is £26,000 per annum the right level of benefitfomeone not working? Should there
be incentives for maintenance to be claimed? Shdddefits be taxed (some
recipients receive over £40,000 per annum)? Whylsh&omeone on benefits not pay
tax whilst someone holding down a job and in thactly the same circumstances
does?

We have a system whereby couples are being enadiragsplit up, as a single
person can claim higher benefits if the partnertme is excluded, and the incentive
to claim maintenance payments is also low. For aonty, unemployment is a
lifestyle choice rather than a burden. We shouttli$oon those in genuine need and
ensure that we do not continue with the currentesyswhich is a benefits trap for
those willing to work, to the detriment of both payers and those requiring
assistance.

| have therefore adjusted the wording of the prajors to allow the Council of

Ministers to take a macro overview of States spemdand | am rather hopeful that
this extension of the winter fuel allowance could financed from within the

Department’s existing budget — although there ithing in the exact wording to
ensure that this is the case.

The substance of my amendment to the 2011 Busklesswhich detailed some of
my concerns is attached as Appendix 2.

Financial and manpower implications
There are no manpower implications and, given #uoe that the amendment requests

that funding is identified in line with 2012 finaat limits, no implication of overall
States expenditure.
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APPENDIX 1

STATES OF JERSEY

STRATEGIC PLAN 2006 TO 2011
(P.40/2006): SIXTH AMENDMENT

Lodged au Greffe on 1st June 2006
by Senator B.E. Shenton
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STRATEGIC PLAN 2006 TO 2011 (P.40/2006): SIXTH AMBENIENT

After the word “Appendix” insert the words —

, except that, in Commitment Two, Outcome 2.2.eaffAction 2.2.4 insert the
following action —

2.2.5 Introduce in early 2007 a winter fuel paytmdrased on the UK
system, for all pensioners resident in Jersey (SEC).”

SENATOR B.E. SHENTON
REPORT

As at the last quarter (March 2006) Jersey had431l.Rersey old age pensioners, of
which a third live abroad. The last Census (20@H) 14,507 people over working age
(men 65 women 60). The census for 2006 was postpontd 2011 by the Council of
Ministers and, as a result, we will not have m@eent population data to work from
later in the year.

The provision of pensions and benefits for the yydentails a balance being struck
between saving for the future and immediate consiempbetween compulsion and

individual choice; between public and private sesstand between present and future
generations.

How those balances are struck cannot be deternsnigdhtifically. It is matter of
political judgment. Get it right, and the resultaymot be evident for decades. Get the
balance wrong, and the consequence will be a ggnifincrease in pensioner poverty
and social inequality, that may be punished mucimep— at the ballot box.

In the face of this the States have used widespresihs-testing to target extra money
at those on low incomes. However, means-testingoeaneffective at getting help to
those who need it most because of the low takesupl,| and demeaning for older
people who have to parade their poverty in ordeeteive a few extra pounds.

Those hardest hit tend to be the over 75s, themagirity of whom are women who
spent years bringing up families, caring or workingbadly paid or part-time jobs.
These efforts have been historically undervalued amany do not now have an
occupational pension or enough contributions tdityuar a full state pension.

A recent study on the effect of electricity and gage hikes on older people’s
inflation has shown that it will be at least douliat for the average householder.
Soaring gas and electricity prices will hit theezlgt hardest, a new study by Alliance
Trusts has found, potentially intensifying the éiince between how inflation affects
the elderly and the average householder.
(http://www.alliancetrusts.com/at/pdfs/er_inflati@ge.pdf

The ‘Inflation, Age and Domestic Energy’ study slsothat electricity and gas price
rises over this winter will push the overall inftat rate of the elderly up by at least
twice the rate that average inflation will rise.eTktudy found that rising domestic
energy prices are affecting all households, butetffect for inflation faced by the

elderly will be at least double the effect feltthg average householder.
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Official U.K figures show that in the year to Octwlthe cost of electricity, gas and
other fuels jumped 14.2% overall, compared to a gedlier. Inflation for the elderly
is already rising faster than the average andwhionly intensify that trend. Inflation
in over-75s households is presently rising at a that is 35% higher than for all
households. We have all read about the huge pgedrr Jersey electricity costs that
are in the pipeline.

The reason why domestic energy price increasesaffdict the elderly more is that
they spend a higher proportion of their income lus than the average householder.
The study showed that a 10% rise in gas, electrénid other fuel prices will raise the
headline rate of inflation by just under 0.3%, lthea the weights given to domestic
energy prices by the Consumer Price Index, theciaffimeasure of inflation.
However, another model suggests the increase letion facing a typical household
headed by someone aged over 75 would be over Oré¥e than double the increase
in headline inflation.

Alliance Trust’'s Chief Executive, Alan Harden, sdi@ur new study focusing on how
rising domestic energy prices hit the elderly hatdlan others shows that we have to
be aware of the different financial pressures the¢ people in retirement. The effect
of inflation should be part of the pensions debagaticularly at a time when the
upcoming Turner Report will underline the seriolwices facing the country if we
are insufficiently prepared for the future.”

Alliance Trust’'s Head of Economics, Shona Dobbads“The real effect of rising
energy prices on the elderly are masked by thetliattofficial inflation figures are an
average across the whole population. Older peqg@ada higher proportion of their
income on electricity and gas and this means wheset prices go up sharply, as they
will over this winter, the elderly are affected radr

The UK government has recognised that fuel coste laarelatively high impact on
the elderly and in December 2004 it increased tiraual payment made to help the
over-60s with winter fuel costs to £200 per housghfsom £150 previously. This
rises to £300 for households with someone aged &tbee.

The UK Government will again be making Winter Firdyments to most people
aged 60 or over for winter 2006/07. Jersey is altiweadsland and needs to distribute
its resources better. During my election campaigighlighted the need for a winter
fuel safety net as price rises were inevitable. [8¥tthe income support system will

provide some comfort this safety net will invariatle holed. Why penalize prudent
pensioners that have saved? Why penalize someah&dk reached maturity with a
overriding sense of pride that prevents them freneiving assistance? We must hold
on to the qualities that we hold dear — our heeifagur community, our social

responsibility, and our competitive advantagesaASovernment we are very good at
looking after our civil servants — let’s start Idog after everyone else.

Financial and manpower implications

There are, obviously, financial implications foristhamendment. However, the

Strategic Plan is a ‘vision’ document not basedpoecise accounting. As such,

funding can be provided through subtle changedé¢obusiness plan, and it is my

perception that the black hole will not be as lamgesuggested. This can be covered in
more detail at the appropriate time. There shoutd N additional manpower

implications.
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APPENDIX [to P.40/2006 Amd.(6)]

UK Winter Fuel Payment factsheet

If you're aged 60 or over you may get a Winter FuePayment to help pay for
keeping warm in winter. The tax-free annual benefitis normally paid from
November — most payments are made by Christmas.

Who is eligible?
You may get a Winter Fuel Payment (WFP) if the folbwing apply:
you're aged 60 or over during 18 to 24 September 26
you normally live in the United Kingdom

How much do you get?

This varies according to personal circumstances st in the table:

Circumstances Aged 60 to 79 on or Aged 80 or over on
before 24 September or before 24
2006 September 2006
You live alone or are the £200 £300
only person in the household
who qualifies
You get Pension Credit or £200 £300
income-based Jobseeker’s
Allowance
You live with another £100 £200 if you're the
qualifying individual only person in the

household who's
aged 80 or over
£150 if you and at
least one other
person are aged 80

or over
If your partner or civil You don’t qualify for You don’t qualify
partner gets Pension Credit Winter Fuel for Winter Fuel
or income-based Jobseeker’s Payment Payment
Allowance for you both
You live in a care home and £100 £150

don'’t get Pension Credit or
income-based Jobseeker’s
Allowance
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You live in a care home and You don't qualify for You don't qualify

get Pension credit or Winter Fuel for Winter fuel
income-based Jobseeker’'s Payment payment
Allowance
How it's paid

If you're getting State Pension or another benefitoy Direct Payment, Winter
Fuel Payment will be made with one of these payment

If you're not getting a State Pension or another beefit Winter Fuel Payment will

be paid into your bank, building society, NationalSavings or other account that
accepts Direct Payment or by cheque to your home dckss.

Timing of payments

If you claim on or before 22 September 2006 you shinl get your payment during
November or December.

If you apply after this date, you may not get paymst until after Christmas.

The Winter Fuel Payment won't affect your other berefits and you won’t have to
pay Income Tax on it.

How to apply

If you're aged 60 or over by 24 September 2006 angetting a State Pension or
other benefit (not including Housing Benefit, Couné Tax benefit or Child
Benefit) there’s no need to apply — Winter Fuel Payent should be paid to you
automatically.
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APPENDIX 2
The substance of what | lodged in P.99/2010 Amdy(7¢produced below —

Amendment 21 (and consequential amendment 45) — lome Support
After the words “withdrawn from the consolidateahdlin 2011 insert the words —

“except that the net revenue expenditure of the igbo8ecurity
Department shall be decreased by £1,822,000 byimgithe increase in
funding for income support”.

Reduce Income Support budget by £1,822,000 — to £833,700

In the draft Annual Business Plan the estimate e@st £79,334,000 for 2009. The
2011 figure is £99,455,700, an increase of £2071001(+25.36%).

So we should perhaps base the increase on thé idethe Financial Summary on
page 84.

The 2010 estimate figure was £93,828,700 — add dBlidn for benefit uprating,
£1.65 million for demographic and cost pressuresresidential care, £1.0 million
transfer of the Boarding-out Budget from Health &udtial Services and £1.0 million
allocated to increase Social Inclusion and Redumaa$ Deprivation in the Island.
This amounts to £100,678,700. Take away the saasgdetailed of £3,045,000 and
the amount required — per the Financial Summasy£9v,633,700. This is £1,822,000
less than the figure quoted, but still an uplifddd5% over 2010.

So where does the money go? This is based on aal @eise, albeit names have been
changed.

John is a Jersey-born and educated white-collakevoaged 31 and married with
2 young children (wife does not work). He earns,630Q per annum, rents in the
private sector, and pays £1,447.20 in income tak £1898.40 in Social Security
annually.

His annual income after Tax and Social Securi§2i8,294.40.

Christian came to the Island 6 years ago. He is als has 2 young children (wife
does not work) and works in retailing. He earns,826 per annum.

Christian does not pay any Income Tax as his egsname so low; in fact as he does
not earn enough, the taxpayer picks up a suppleatentcharge of a few thousand
pounds to cover his shortfall in Social Securityn@ags. Christian receives £16,540 in
Income Support — putting his gross earnings up3tb,@0.00. However, as he does
not pay any tax, and much less Social Securitynatsincome is £30,740.00 — some
£2,499.60 per annum higher than John’s (8.8%).

In order to incentivise Christian into getting @aed job to provide for his family, the
Income Support System ‘incentivises’ him by conitiguto pay support well above
his current income levels. If he gets a secondmbng £16,540, he can claim £3,952
per annum income support — pushing his gross eggnip to £35,592 — albeit he will
now be contributing in Income Tax.

With career benefit claimants on the Island, tinse to ask whether those on benefit
should have a higher income than those that work.

Going forward by making benefits taxable, if thenékts take income above the tax
thresholds, it would at least level the playinddielhe Income Support bill has grown
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by 25% in the past 2 years — if we don'’t get ititigoon it could destroy our Island,
and the biggest losers will be those that see themefits slashed because the pot has
been poorly targeted and recession means that iibHze drastically reduced.

Public Comments
A

“Having paid self-employed social security conttibns for many years, | have
grown to view social security liability as just d@her kind of tax anyway.

Last week | obtained an estimate from the Tax @ffar my ITIS liability for 2011. It
will be 6% with child allowance. 13% without.

A friend (aged 25) who has no children, has workiede the age of 16, never claimed
benefits, and earns less than £19k gross p.aarhBdS liability of 17%. It will never
be viable for her ever to buy her own home in Jeeseshe has no family to help her
and no margin to save anything. She is fully avthet financially her life would be
easier if she had some kids (Income Support paysnesnt paid plus no tax to pay),
but she chooses not to. But a lot of people mattéferent choice and it's easy to see
why.

Another friend (aged 40) worked full-time from abt@ until having a baby 2 years
ago. She’s on Income Support now. She doesn’t warie, but says she has no
choice. She’d have to pay tax and where would sitethe money for rent and bills
and childcare on a low wage (she was a carer) wherhas no partner or family help?
She feels trapped. Her best option financially wlobé to have another baby ...on
Income Support.”

B

“I have found out that my friend’s son who is Jgrbern, has been away from Jersey
for quite a few years can claim a lot of money frone States in the form of
unemployment benefit and a percentage of his i accommodation. His parents
are pushing him to get a job but he now says Heeiter of not working and all his
friends are doing this as well.

As the States are cost-cutting this does not segthand as a taxpayer | would prefer
the funds to go where they are needed.

Has this amount of benefit increased over the yaarsremember when you had to
work or go to the Parish Hall and plead your case.”

C

“I have 3 jobs and pay 10% tax. The couple acresgdad, both on benefits are going
to Amsterdam at the weekend — this is their thiodiday this year — it cannot be
right.”

D

“I was told by Social that if | only spend threaginis at my girlfriend’s house, with
our baby, she can get higher benefits. I'm doing lht feel it's wrong — why are you
advising me to spend time away from my family? Vedthe money and Social say
it's OK but | miss them. | cannot afford to movefull-time cause the benefits are too
good.”
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