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Proposition

Draft Budget Staement 2018

TheStates are asked to decide whether they are of the opinion:

a)

b)

d)

to approve, in accordance with the provisiorfsfgticle 10(3)(a) of the Public Finances (Jersey) Law 2005,
the estimate of income from taxation durirp18 of£689,146,00@s setout in Summary Table A of the
Budget Statement, with the sum to be raised through existing taxation measures and the guopos
changes tancome tax, imp6ts dutygoods and services tastamp duty, land transactions tax and vehicle
emissions dty for 2018as setout in the Budget Statement;

to approve, in accordance with the provisions of Articles 10(3)(c) and 11(3) aiitfie Pinances (Jersey)
Law 2005 the appropriation d&10424,000in 2018 and the full year effect amounting £8.400,000in
2019 from theamount appropriated to growtin the Medium Term Financial Plan Addition 2017 to 2019
(P.68/2016)to the revenue heds of expenditure ofthose States funded bodies as set in the
recommended allocation of growth expenditure in Summary Table B;

to approve, in accordance with the provisions of Article 10(3)(d) of the Public Finances (Jersey) Law 2005,
a capital head of penditure for each of the capital projects for States funded bodies to be started or
continued in 2018 (other than States trading operations) as set out in the proposed programme of capital
projects in Summary Table D with the net allocation from the Gladeted Fund totalling £43,233,000;

to approve, in accordance with the provisions of Article 10(3)(e) of the Public Finances (Jersey) Law 2005,
each of the capital projects that are scheduled to start during 2018 in the recommended programme of
capitalprojects for each States trading operation, as sdtinlsummary Tablethat require funds to be

drawn fram the trading funds in 2018.

Minister for Treasury and Resources
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1. Ministerial Forevord

Introduction

Budget 2018 builds on the package of measures agreed in the Medium Ternsi&iflan (MTFP), combining
savings, efficiencies and revenue raising measures to enable investment in priority services. It does this in :
oFftlFyOSR IyR LINUzZRSYy:G sleé& GKIFIG SyadiNSa WSNaRSe2Qa O¢2
delivering balanced budgets by 2019.

When developing the Strategic Plan, Ministers listened to Islanders, businesses and independent experts, an
identified our priority investment areas as health, education, infrastructure and promoting economic growth.
Since hen we have been investing in these priorities and ensuring we have sustainable finances for the long
term.

Budget 2018 continues that work. It supports working families by increasing tax allowances and asks businesse
and future High Value Residentsdontribute a little more. It continues to support the economy in the short
term, maintains investment in the health and social care we need as our society ages, and funds improvements
to schools so all our children can develop the skills they will neadhive fulfilling lives and careers.

Of course, there are still some difficult decisions ahead of us.

Userpays charges proposed as part of a package of measures in the MTFP were carefully developed in th
context of our priorities. If we do not impieent these, or if equivalent revenue raising measures are not found,
we will not be able to fully fund the growth in spending we need in health, social services and education.

Budget 2018 is the latest stage of the MTFP, which incorporates efficiengiéisgs and charges to enable
investment in priority services and achieve broadly balanced budgets by 2019. Budget 2018 is critical to the
RSEADGSNE 2F GKS FAYFYyOALFf LIXIFYy F3aINBSR o0& (GKS {aGF

Economic outlook

Thet F 6Sad RFGLF aK2ga WSNERSeEQa SO2y2Yeé Aa O2y(Aydz
employment at an altime high. The economy grew by 1% last year, earnings continue to grow faster than
inflation for the fifth successive year, and regrstg unemployment has fallen to its lowest level since 2009.
There are a number of challenges on the horizon, not least the implications of the UK exit from the EU, but these
also present some opportunities.

The Fiscal Policy Panel (FPP) has updateddtmetc assumptions and now expects Gross Value Added (GVA)
to grow slightly more than expected in 2017 and 2018. Employment growth is expected to continue but slightly
slower growth is anticipated in financial services profits. In its August 2017 léteepanel continues to advise

that we should balance our budgets by 2018/19 and support the economy in the short term.

The panel has raised concerns that revemnaising measures proposed as part of the MTFP package are proving
difficult to implement. Thepanel is urging us to implement these, or comparable measures, to address a
structural imbalance by 2018/19.
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Based on the latest data and the new economic assumptions, the income tax forecast is unchanged for this yea
and next. However, the forecast hbsen reduced by between £2 million and £3 million per year from 2019
because of earnings growth being slightly lower than expected and the lower assumptions for financial services
profits.

There is also a reduction income forecasts from imp6tsslard-wide rates and investments from 202821,
mainly due to the effect of the lower Retail Price Index (RPI) and interest rate assumptions.

Budget proposals
Personal tax

| am proposing to increase the tévee income allowance for workirage people bytlte June RPI figure of 2.5%.
This will benefit 35,000 taxpayefs NB RdzOAy 3 | aAy3dtS LISNAR2YyQa | yydz f
or civil partnership by £156.

¢CKA& YSIFadNB gAatt GF 1S WSNAS&®a singlpaidos) i £14,900, lwkich T NB

2YLI NB&a G2 DdzSNyasSeqQa ltt2y0S 2F mMpIZcTtpI GKS !
L AYyUGSYyR G2 AYyONBFaS GKS aSO02yR SINYySNRa Ftft2gl)
allowances between marriegind cohabiting couples, where both partners are earning. This measure will benefit
12,000 households.

| am also proposing to increase the minimum annual tax payable by new High Value Residents from £125,000 t
£145,000 and to review their minimum tax coibution every five yearsstarting in2023. This will apply from
January 2018.

Company tax

| am proposing a number of changes to our corporate tax regime to help fund the necessary investment in health
and social care.

First, | am widening the definition af financial services company to move more financial services companies
into the 10% tax rate. This will raise an extra £3 million a year.

Last year | said we would look at how best to tax large retailers. After detailed research, | am now proposing to
apply a 20% income tax to larger retailers.

2 KSNB GKS NBGFAfSNDRAE GFrEFofS LINRPFAGA INB fSaa (Kl
profits.

Where the taxable profits are £750,000 or more, the company will be taxed at 20% tsrpadifits.

Where the taxable profits are between £500,000 and £750,000 a year, a tapering provision will reduce the
STFFSOGAGS NI GS 2y | &atARAy3I &aoFtS FNRY x> (2 HE:®

This will raise mestimated £5.7 million a year from around 20 businesses, at least 75% of which are not locally
owned.
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| am also proposing to increase ISE fees and to require more companies to pay them. These fees, which are pa
by regulated financial services businesscurrently rais@pproximatelyE9 million per year. This measure will
raise an estimated £1 million from approximately 1,500 companies.

Impbts

| am proposing to maintain the value of the duty payable on alcohol, petrol and diesel by increasing it in line with
RA.

DA@PSY GKS O2yaARSNIoOtS AYLIOG 2y LIS2L) SQa KSIf KX
tobacco will increase in line with RPI plus 5%, with a slightly higher increase for hand rolling tobacco to continue
equalising the duty rates

Vehicle Emissions Duty

VED is charged when vehicles are first registered in Jersey, depending on the level of CO2 emission or engil
size. The duty was introduced to encourage Islanders to choose low emission vehicles and | am proposing t
amend the VE bands so that only cars emitting 50g CO2/km or less are exempt from paying VED.

This iniative is not solely aimed at raising additional revenue, but also at encouraging people to ¢heose
least polluting vehicles. We are already seeing a gradual move to electric and hybrid vehicles in Jersey. In 201
there were 82 new registrations. That roe148 in 2016 and 140 in the first eight months of this year. This is a
trend that is accelerating globally with manufacturers adopting these new technologies. Volvo has announced
that all its cars from 2019 will be electric or hybrid, and more than tywenbtor manufacturers are offering
scrappage schemes to encourage consumers to trade up to new, cleaner models.

CKAA Aad LIRAAGAGDGS F2N) 2dzNJ SYBANRYYSyYyd odzi AdG R2Sa 1L
raises £22 million a yearnd we will be considering how to address the gradual reduction in this income as
Islanders move to the less polluting options of electric and hybrid vehicles.

Growth proposals

The MTFP identified an extra £40 million per year to be spent on healthoaral sare. This budget allocates £8
million of that funding in 2018.

We made it clear in the MTFP that without the necessary reveaiging measures, this growth would not be
I FF2NRIFI60f Sd ¢KSNBEF2NB>X Ay GKAA 0 dsmf Slacatien tolfond the 1 Ay
Department for Infrastructure, as a result of liquid waste charges being deferred until 2019.

The allocation of the remaining £11 million of growth for 2019 will be proposed in Budget 2019, subject to the
approval of £11 millio of waste charges or equivalent revenue raising measures.

Capital spending

The MTFP identified £168 million for capital projects over the four years of the plan, including £55 million for
school buildings, £43 million for sewage works and £21 milliofilfeystems.

The MTFP identified £43 million for capital projects in 2018. Since then, departments have identified a number
of additional priority projects and there have been some increases in estimated costs due to further feasibility
work and risingriflation.
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The extra £14.7 million needed is coming from unspent capital budgets, existing revenue budgets, and £6.5
million from the Criminal Offences Compensation Fund for the latest phase of work on the prison.

The capital projects for 2018 includ& & NB FAdzZNDAAKYSyYy G 2F {0 al NBEQ& t N
redevelopment of Grainville School.

Nearly £7 million will be spent on projects in Health and Social Services, including the relocation of adult menta
health services from Orchard Haut Clinique Pinel.

More than £18 million has been allocated for infrastructure projects, delivering roads, drainage and sewage
works.

Reserves

In line with FPP recommendations, it is important to ensure flexibility in our plans. This is delivereghth

' yydz £ 6dzRaISGa yR O2yiGAy3aSyOAaASa Fa ¢Sttt a GKS ol
financial performance in 2016 has left the Consolidated Fund in a strong position, which means it will no longer
be necessary to withdramoney from the Strategic Reserve in 2018.

Future challenges

It is important that we develop sustainable funding mechanisms to meet the growing cost of health and social
care. Our MTFP works as a package of measures, incorporating savings, chargesmandcegrowth to fund
priority services. It provides a clear strategy to balance budgets by 2019, focusing on the prégpitied in the
Strategic Plan.

C2ft2oAy3a GKS {GFrGSa !'aasSyoteQa RSOAA&A2yreHiyistepih a G S
the coming months to consult Islanders on the details of such charges. The Fiscal Policy Panel has urged us
approve this, or comparable revenue raising measures, in time to be able to balance the budget by 2019.

| have already announcedynintention to bring proposals on student finance to the Assembly. A number of
options are still being evaluated and | intend to provide full details in November alongside the debate on Budget
2018.

Work on the final funding strategy and outline busineasecfor a new hospital is continuing and | expect to be
ready to lodge proposals for debate in December.

In consulting stakeholders over the payment of rates by the States, it has been made clear that 11 of the 12
Connétables, who are the guardians of therish rate system, do not support either the principle of the States
paying rates or the specific propogalt to them. In light of this, | am not bringing forward measures in this
budget.

Environment

¢KS Waéd& WSNESEQ adz2NBSe T2 dghRforiliskrdérs. This huddetiisSnvedtiag 1A S
million in infrastructure projects, following £650,000 allocated last year to prepare for the impact of climate
change. Work has started to ensure our coastline is resilient to the effects of coastal samksuater ooding

and to coastal erosion.
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In 2018 the latest climate predictions will help identify appropriate solutions for the most vulnerable areas. There
may be challenging decisions ahead and | will continue to support the solutions identifiethfsowork.

L NBYFAY O2YYAGUGSR G2 YFAYdGFAYyAy3a WSNESEQa NBaAf?
maintain and adapt the defences that keep our businesses and homes secure; to reinforce the critical
infrastructure that keeps our Islanrunning; and to set standards for building homes fit for the future through

the Island Plan review process, which will start in 2018. These actions will ensure Jersey continues to be a sa
jurisdiction for all Islanders and businesses.

Review of persoal tax system

Earlier this year the Treasury, assisted by a working group of States Members, completed the first stage of
comprehensive review of personal tax. We released data in March that explained the impact of tax policy
changes implemented from@2nc (G2 HAamMpd® ¢KAA&A S&alGlofAaKSR | &Kl NB
system, which will help us consider future changes.

The Treasury is now progressing with the second stage of the review, looking at how the personal tax systen
could be amendd to remove some of the discrepancies in income tax paid by similar households. The increase
Ay GKS aSO02yR SINYySNERQ ft26ly0OS Fyy2dzyOSR Ay (KA
The Treasury is building a tool that will allo to model the impact, on both the Treasury and taxpayers, of
moving from the current system of married couple taxation to a system of either independent or household
taxation.

We will shortly start consulting Islanders on how this system might changéhamdonsultation will continue
throughout 2018.

Taxes Office modernisation

L gAff &a22y 06S LINRBLRaAaAy3dI GKS FANRG GNIyOKS 2F GK
compliance framework and to enable online filing by persoaapayers.

The legislation will introduce a range of civil penalties that will be easier and cheaper to enforce than existing
LISyt 0ASasy gKAOK dzadz-ff& NBIAdZANS AYGSNBSyGA2y o8&
These penaltiesaise the stakes for those who evade their tax obligations, and who can take advantage of the
Disclosure Opportunity until 31 December 2017.

| expect the Taxes Office computer system to be replaced by 2020. If all goes to plan, the Comptroller of Taxe
expects online filing to be offered from that time.

Work continues on integrating the assessment and collection of social security contributions with the personal
tax system. This should be ready at around the same time, or soon afterwards.
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Conclusion

The package of proposals in Budget 2018 builds on measures to protect and grow revenues in a fair anc
sustainable way, and it focuses available funds on the priority services identified in the MTFP. It does this in &
balanced and prudent way that ensureNEB Se Q& O2y Ay dzSR LINRPALISNAR(GEe o6& L
delivering balanced budgets by 2019.

We need to maintain investment in priority services and | believe our balanced approach to savings, efficiencies
and revenue raising secures that @stment in a way that is fair, appropriate, and in thest interests of our
island.

The postBrexit reality is an uncertain one but our strong public finances and resilient economy are ready to
manage both the opportunities and threats that will emer@éith our considerable reserves, minimal debt and

net assets of more than £6 billion, our public finances are in a stronger position than those of most other places
in the world. We want to protect this position, and Budget 2018 maintains the investmanhwill support our
economy, create jobs and improve the living standards for all of us in Jersey.

Senator Alan Maclean
Minister for Treasuryand Resources
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2. Summary off axProposals

The Mhister for Treasury and Resources considers annual Budget measures within the context of spending
plans, the economic situation, current income forecasts and the States strategic priofiiesspending
proposals for 2018vere set out in the MTFP Additi@&®172019 which was adopted by the States Assembly in
September 2016

A summary of theaxation proposals contained in the 2018 Budget has been provided below:

PersonalTax Proposals

T

Income tax exemption thresholds to be increased by 2.5% for worlgegpaople, delivering a tax
reduction of£91 at 26% for a single person, and £285@6%for a married couplegivil partnership

{ SO2y R SI Ny ®NKdikcredsdd by2£850 16 ©58B@livering a further tax reduction of £221
for married couples/civipartnerships where both are earning.

Enhancements tdhe tax regime applied to high value residenitscludingrequiringfuture high value
residents to pay more

Minor amendments to the rules applying t@msions and pension schemiesluding greateflexibility

in accesiig small pension funds

Business @x Proposals

1
1

1
1

1
1

Subijecting the profits darger corporate retailerto tax at 20%

ExtendngRSTAYAGA2Y 2F & F A yolbyn® mdrd condpanieditiinStie sdoe Yiltlle y &
10% company income taate

IncreasinggomeL Y 1 SNY I G A2y £ { SNPeidOSbisindsged A 1 A Sa 6aL{9£¢0
Disallowing the deduction of rates by landlords renting property in Jecsegistent with the 2017
Budget amendment

Legislating for the taxation of nederseylimited ligbility partnerships

Introduction of a Stamp Duty artivoidance provision

Imp6ts Duty Froposals

1
1

RPlimited increases in imp6ts dutiesharged on alcohol and road fuels

Imp6ts duties ortobacco increased by RPI +5%, with a greater increase on hangj tolliacco as a
continuation of the policy to equalisthe duty rate

RPlimited increasesin VED rategylus achange in thenil band threshold to incentivise the purchase of
the least polluting vehicles

12
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3. PersonallaxProposals

Income tax exemptiorthresholds

The income tax exemption thresholds set the imeolevel at which an individual anarried couple/civil
partnershig start paying personal income tax. An individoaimarried couple with income below the income
tax exemption threshold that@pliesto them will not pay any personal income tax

In addition eery individual/married aupletaxable by reference to the mginal rate calculation benefifsom

the income tax exemption thresholds; with the relevamtome taxexemption threshold redcing the amount

of income which is subject to the marginal rateax. Therefore increasing the income tax exemption threshold
benefitsthe vast majority of taxpayers

Consistent with established policy the Minister poses to increaséncome tax exemgion thresholdsfor
working agé taxpayersby 2.5% which is the lower :af) the most recently publisheihcrease in theRPI (2.5%
June 201RPI figure per Statistics Uijtand (ii) the most recently published increase in average earnings figure
(2.6% Une 2017 figure per Statistics Ujit

The impact of this proposal on income tax exemption thresholds is shown in the table below:

FIGURH ¢ Income tax exemption thresholds for 2017 and 20y@ars of assessment

Type of taxpayer 2018 Proposed Tax
Proposd increase reduction
@ 26%
Single Person working age £14,550 £14,900 £350 £91
Married Couple/Civil Partnershipworking age £23,350 £23,950 £600 £156

As the following table highlights, the income tax exemption thresholds in Jers@eaesous compared to the
equivalent tax allowances in Guernsey, the UK and the Isle of Man

FIGURE & Single person exemption thresholds/personal allowance across comparable jurisdictio

Jersey (2018 Guernsey (2017) UK (2017/18) Isle of Man
proposed) (2017/18)

£14,900 £9,675 £11,500 £12,500

Consistent with the established policy of moving towards a single set of income tax exemption thresholds for
all taxpayers regardless of age, the income tax exemption thresholds for those born on or beforeeBibBe
1951 are being maintained at their current level.

Thepersonal incane tax forecast is created utilising a numbeeobnomic assumption@ndorsedby the FPH.
One of the economic assumptionslisedrelates to the increase in RADue to the fat that the June 2017 RPI
figure reported by the Statistics Unit (2.5%) is slightly lower than the assumed RPIfdigRed.7 (2.8%)the

Ly GKS NBYFAYRSNI 2F (GKAA R20dzYSyid GKS GSNXY aYFNNASR O2
2Working age refers to taxpayers born on or aftefanuaryl952.
3 See:https://www.gov.je/government/jerseyinfigures/businesseconomy/pages/inflation.aspx
4 Seehttps://www.gov.je/Government/JerseylnFigures/EmploymentEarnings/Pages/EarningsincomeStatistics.aspx
5 This tax reduction is enjeyl by all taxpayers whose tax is calculated by reference to the marginal rate calculation.
13
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a Ay A Zpiogdakwill increasexpectedpersonalincome tax revenueby approximately£500k per annum
from the 208 year of assessmennwardscompared to the IFG forecagesulting in additional States income
in 2019onwardg.

Secondearner@ allowance

Married couples are entitled to the married coufl@come tax exemption threshol@ee aboveand, where

both spouses ari receipt of eariings (i.e. employment income, s@fployment income opension incom8

they are also entittedtd y |t €t 261 yOS 1y26y | & daSPOEYRYaowMEESIND R
reducesthe incometax payableon the earnings othe lowerearningspouse.

This differs to cehabiting(unmarried)couples, where each partner is entitled to the single pef@tome tax
exemptian threshold.

This differing treatment of married couplesd cehabiting couples means that it has betax beneficial for
couples whee bothpartners ae in receipt ofearningso co-habit rather than get married.

In the 2017 Budget the Minister increased second ed@nalftowance by £500 in order to narrow the tax benefit
enjoyed by cehabiting couples and in the 2018 Budgs Minister proposethat the second earné® allowane

is increased by a further860sothat the proposedY | NNA SR 02 dzL)tf SQa Ay O02YS il E
secondearB NNa | ff2¢6 yOSYNESSIEENBE 2y DAl &g Oz \@bthatdblebebve S Y LI

FIGUREB{ SO2YyR SINYySNRa +ft2¢lyOS LINRPLRAlIf T2N

{ SO2YyR SIFNYySNY tNRLIZ&aSR asSoz Increase (and tax benefit at
(2017) allowance (2018) 26%)

£5,000 £5,850 £850 (£221)

FIGURE 4 Comparison of taxpayers with the 20@oposals

Type of taxpayer Proposed income tax Proposed second Total
exemption threshold S NYySNRa I
(2018) (2018)
Single persom working £29,800 N/A £29,800
age x2
Married Couple / Civil £23,950 £5,850 £29,800
Partnershipg working
age

The proposedncrease of £850educes the tax payable by married couples utilisihgf the second earn&@
allowance by £221for such married couples the combination of the proposed increases in income tax exemption
0§KNBAK2f Ra I YR ddwaceanfl D@ehde th&r-alhifaddeddy £11450 (reducing their income
tax payable by £377)lt is estimated that the proposethcreaseA y (1 KS aS 02y R \Ellchsy S ND
approximately £2.61 per annum from the 2018 year of assessm@esulting n reduced States income in 2019
onwards)

Although a significant step forward, this proposal doesfolly equalise the tax treatment of married couples
and cchabiting couples in all situationBespite thischange for some households it will remé&ax beneficial to
be married, vhilst for other households it will remailax beneficial to cdhabit. A review of the personal tax

6 As opposed to investment income such as dividends and interest.
14
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system is currently underway which is seeking to address the discrepancies in the way that similar household:
are taxed.See theon-going taxation worfor more details.

¢l EFGAZ2Y 2F KAIK @FtdzS NBaAaARSydGa o6al +wéo

An HVR is an individual who has come to Jebsegbtaining entited status under Regulation 2(&) of the
Control of Housing and Work (Residential and Employment Statesjey) Regulations 2012\s a result of
obtaining this status, they are entitled to access preferential income tax oaies their taxable income exceeds
a certain threshold

In December 2016 the Tax Policy Unit published a-pogtementation eview of the HVR regime @plicable

since July2012; making a number ofeicommendationghat were endorsed by the Council of Ministers. In the
2018 Budget the Minister proposes to bring forward the legislation in order to give effect to those
recommendationscreating a new regime for those granted HVR status on or after 1 January 2018. The key
aspects of the new regime are outlined below:

1. Increase the expected annual minimum income tax contribution to £145,000

The expectation under the new regime is that lAWR wilhavetaxable income of at least £725,000, thereby
generating an annual personal income tax liability of at least £145,000 (i.e. £725,000 @ 20%) yearTdrisyear.
represents a £20,000 increase in the annual minimum income tax contribution frase tHVRs granted 2(1)(e)
status in 2017.

Any ncome (with the exception of income generated from Jersey real estate) in exce5826{000 will be
subject to tax at theexistingpreferential tax rate of 1%.

2. Ensuring the £145,000 income tax contributisrpaid

As highlighted abovgét is expected that HVRs arriving under the new regime will generate, at least, £725,000 of
taxable income each year, so that they will pay £145,000 of incomédJiadter the existinddVR regime, if HVR
hasinsufficient incone (for example due to change in circumstances or fluctuating business profitaget

their expectedannual minimurrincome tax liability, there is no mechanism taable them to pay more income

tax.

The Minister therefore proposes¢ introduction ofa top-up mechanisnthat means thatwhere a HVRas
insufficient income to generate their expected income taxtribution, they will be deemed to receive income

S0 as to ensure that their tax liability is £145,00is will also apply in cases where the k/&ntitled to claim

any reliefs and allowances that would ordinarily reduce tidve payable belowE145,000.The purpose of this
proposal is to ensure that all HVRs arriving under the new regime will pay their expected minimum income tax
contribution.

The facility to access the income top up mechanismaldibbe available to existing HVRs on an election basis.
Anecdotal evidence suggests there are some HVRs who will opt for this.

3. Periodically revalorise the expected annual minimum income tax conioibut

The level of the expected annual minimuncometax contribution will be reviewed on a regular basis so as to
ensure the tax contribution made by HVRs retais value over timelt is proposed that the first review will be
completed for 203 and wil take placeevery 5 yearshereafter. It is proposed that anyncrease will not be
more thanthe accumulatedincrease in theRPI forthe relevantperiod and will be subject to a review of the
internationally competitive position of the HVR regimidisrevalorisation will apply to all HVRs that are within

" The threshold for those arriving since 2011 is £625,000 of taxable income.
8 Seehttp://www.statesassembly.gov.je/assemblyreports/2016/r.1:-2016.pdf
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the new regime.
Tax rules applying to pensions and pension schemes

The Minister proposes a number ofinor changes to the tax rules applying to pensions and pension schemes

1. Fund transfers by occupahal pension schemes

Firstly, the Minister proposes to extend the circumstances in which pension fund transfers can talsolete

the scheme manager of an approved Jersey occupational pension scheme is able to transfer the whole, or part
of the fundvalue of all of the memhxs, or part of the membershjmf the scheme to another approved Jersey
occupational pension schemd his change will assist the scheme managessafpational pension scherato
reorganise theescheme. Scheme managers wislgino enter into such a transfer must seek the approval of

the Comptroller in advance of completing the transfer.

2. Targeted antiavoidance rule transfers to overseas schemes

In themajor pension changes introduced with effect from 1 Jan2&35,the broad ability to transfer pension

funds overseas was introduced. With, in particular, the introduction of pension freedoms in the UK, there is the
potential forindividualsto break Jersey residence for a short period of titnansfer their pension fund ouitde

of Jersey withdraw all of their pension fund whilst nenesident and thensubsequently returrto Jerseyg
accessinghe whole of their pension fund without paying any Jersey tax.

As a consequencte Minister proposeghat a targeted antiavoidance ule is introduced to prevent Jersey
income tax being avoided in these circumstanceBisanti-avoidance rulevill applywhere:

0] a pension fund transfeirom Jersey to another jurisdictiorccurs and

(ii) the pension holder establishes tax residencelersey in the year of assessment in which the transfer
occurs, or any of the following three years of assessment; and

(i) following the transfebut at a time that the pension holder is nalersey resident, a lump sum payment
is made to the pensin holder from the fund valudgransferred

Where the antiavoidance rule applies, the pension holder will be deemed to have received, on the date that
they establish residence in Jersey, a lump sum payment from an overseas pension sdhiemistaxablein
Jergy.

3. Greaterflexibility with small pension funds

The currentpensionrules allow both triviapension fundsand very small occupational pension scherfiexls

to bepaid out as a lump sum in certain circumstanicesrder to allow small pension funds thare unlikely to
pay amaterial pension to be paid oub the pension holder, avoiding the pension fund incurring further
administrative charges and hence achieving a better outcome for the pension holder.

The Minister proposes that the circumstancesaihich such lump sum payments can be paid are made more
flexible. In the context of trivial pension funds it is proposed that the monetary limit is increased in line with
inflation to £35,000 and the prohibition on payirglump sum where the pension holdaas commenced
benefits is removed.

In the context of very small pension funds (those worth less than £19,000), the Minister proposes that pension
schemeanay allow the whole of the pension fund to be paid out at any time, with whatever amount is paid
being treated as taxable income of the pension holder. A £50,000 cap is proposed on the total amount that can
be paid out under this provision in order to prevgransion holders seeking to access all of their pensamings

by breaking their pension fundtima series of small pension funds
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