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2018 Budget Speech 

An Island of Substance 

Mr President, 

Last year I set out a budget of optimism, focus, support and a budget that defined 

and laid out the challenges ahead of us. 

That budget forecast that the Government would face a structural deficit of £79m and 

that we would meet this deficit by using £50m of interest generated from our 

reserves and £29m from the funds themselves.   

Today, I can report that due to the strength of our economy, the hard work and 

determination of our citizens, the prudent use of public finances, reform of our social 

security provisions, reforms to public sector pensions and strong cost controls, the 

structural deficit in this budget is estimated at £39m…..£40m less than expected and 

I am therefore expecting to return £11.6m to our reserves. 

Mr President, we have not been getting busy getting busy, we have simply been 

getting busy.  Getting busy growing jobs and the economy, getting busy redefining 

our capital programme, getting busy seeking better value from our public spending 

commitments and getting busy refocusing our welfare support. 

Mr President, I want to explain today how we have achieved much better financial 

results than expected but I must also sound a note of caution.  The deficit forecasts 

remain in place to 2021.  We must continue to strive for responsible and prudent 

management of our public finances to retain the confidence of our people and 

business community and to meet the ongoing challenges of a fast changing political 

and economic landscape.  It’s called the application of tough love. 

Of course nothing defines these fast changing circumstances more than Brexit and 

the increasing demands to meet global standards when it comes to tax and 

international financial services.  We are committed to meeting our challenges in 

these respects and building on our programme of engagement, understanding and 

leadership.  Our track record is second to none; we have signed our commitments to 

Base Erosion Profit Shifting, we have delivered our commitments on Beneficial 
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Ownership, we have strengthened our financial crime and intelligence units and we 

are today engaging with the EU and OECD on matters of corporate tax and business 

substance. We should be proud and delighted that the OECD recently rated us as 

fully compliant with tax their transparency criteria.   

This budget supports our international commitments, it makes clear our financial 

support for BREXIT negotiations and let me make this further commitment; if 

additional funds are needed in this year to further evidence, deal with or meet arising 

international obligations then that money will be found and this Island will continue to 

play a leading and responsible role in these matters.  We simply don’t have time to 

admire the Panorama or look for Guardian angels – this is a Government interested 

only in delivering reforms of substance based on evidence and fact; not supposition 

and innuendo. 

Turning to the domestic economy it is evident that Inflation has risen, and is likely to 

remain, above 3% in the short term, driven by pressure from rising oil prices, a 

depressed Euro exchange rate and continued pressure on transport costs.   We 

recognise that this is not good news for workers and consumers and I will outline 

measures in this budget which will help low to medium earners address some of the 

negative inflationary aspects they may be feeling. 

But, and there is a but Mr President, on the whole the news from our domestic 

economy is one of growth and positivity.  Banking, Insurance, Engineering, ICT and 

Construction showed strong economic growth.  The Insurance Sector in particular 

should be congratulated – the GDP generated from this sector now beats that from E 

Gaming demonstrating a real resurgence of credible financial products and 

investments for the expatriate and international community. 

Our digital businesses continue to be the main contributor to net growth in 

employment and we have been incredibly successful in developing an E-Gaming 

and ICT sector here on the island with world class businesses calling the Island their 

home.  

Employment in this area has grown by more than 250 jobs over the last year.  

There is also far more to Digital business than the booming E-Gaming sector.  
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We are beginning to see exciting opportunities in the Digital Media, and unlike much 

of the Film Industry that we previously enjoyed, the employment opportunities could 

be year-round and sustained on- Island.  I will today signal our commitment to the 

potential in this sector and look forward to discussing with the Department for 

Enterprise how monies already earmarked in the Media Development Fund may be 

better used in this regard in the future. 

Looking at our Visitor Economy, Tourism continues to grow at a modest pace, with 

increased spend from our visitors helping boost our economy. 

There has been a 30% increase in these visitors over the last six years, and we are 

seeing a renaissance in developers looking at and committing to Hotel developments 

to further improve our offering  

Whilst employment has fallen slightly in this sector this will be more than offset when 

the new promised facilities come on stream.  

Critical to the visitor economy are the annual motorsport festivals. 

We continue to see significant growth in numbers of people attending these and 

recognise their contribution to the local economy. 

Mr President, whilst entrepreneurial spirit, enterprise and opportunity are behind our 

economic success, it is vital that the Government continues to invest and support 

business to create jobs and opportunities for our people.  That is why I am once 

again making available £4.2m for direct financial support to local companies to aid 

their growth and development through the Department for Enterprise.  In the past 

financial year I can tell you that the Department for Enterprise has supported 31 

businesses with £5m of grant funding, helping to support jobs and economic growth.  

We will continue to provide direct support where applicable.  We are committed to 

growing our economy. 

The Enterprise Development Scheme is now a living and operating scheme with 10 

deals completed by the Scheme Manager and the Department.  This year the 

Department for Enterprise will work with Treasury to review the scheme, and more 

generally all of our schemes to ensure we are being as targeted and competitive as 
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possible in supporting and attracting businesses that have growth potential.  We will 

continue to innovate and redefine our support as our economy grows and changes. 

And of all the schemes undertaken in the last year the offer of relocation support to 

selected local businesses has been one of the most successful. 

£1m has been offered since April to local employers to assist with staff relocation 

costs and around 100 people have moved to the Island with these businesses; 

employees who are now contributing to our economy and society. 

There is real evidence of strength in our diverse economy.  Across manufacturing, 

food production, tourism, construction and others there is real evidence of a 

sustainable and positive future.  Job vacancies are UP, our Population is UP, There 

are Seven Hundred more People in work – that’s UP….About the only thing that’s 

DOWN is unemployment. 

Such low levels of unemployment on the Island does bring with it certain risks, with 

employers having to increasingly look off Island to fill vacancies, or potentially 

considering relocating jobs to other areas where people are available to fill them.  

We will therefore continue to offer support with relocation, helping to grow 

businesses and the economy and we stand by to work with the Department for 

Enterprise as they focus now on growing our working population base. 

Last Year I talked about vacant sites and the need to garnish some progress with 

sites that have lain empty for years.  I am delighted at last to see progress with 

significant developments underway or proposed in and around Douglas.  This has 

negated the need for direct support at this present time.  

However Mr President, last week I met with the Minister for Infrastructure to discuss 

how we can better serve small businesses looking for industrial units on Government 

owned land.  The Minister informed me that multiple business applications are being 

received when limited space becomes available and there is effectively a waiting list 

of small businesses seeking this type of space to grow.  We can and must do better 

– I intend that Treasury and the Department work quickly and efficiently to find a 

solution to help these businesses find better premises and grow their offering.    
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Financial stability is vital for a strong and credible reputation.  Over the coming year 

the Treasury will be undertaking work in a number of areas to ensure the island’s 

legislation in this area remains fit for purpose and is further strengthened where 

appropriate.  Civil Debt Recovery, Banking Reform and measures to transfer 

dormant assets to the Treasury are all matters scheduled for modernisation and 

legislation in the next twelve months. 

In summary Mr President the Island’s economy is stronger than it was a year ago. 

There are more people in work, less people unemployed, and a diversity of 

opportunities. We must go all out to build and support further growth in the years 

ahead. 

Sustainable Budget 

Mr President, I am determined that we work to a considered and sustainable budget 

plan to reduce our reliance on reserves. But in making our plans it is vital that we 

have the flexibility to look to the needs of our Island first and adjust our budget to 

suit. 

As I alluded to earlier, our financial performance this year, for a number of factors 

which I will explain later, has been better than we had anticipated, largely due to the 

performance of the economy. 

This level of performance has allowed me some flexibility and I am able this year to 

provide some additional support to deliver the key objectives and work programmes 

set out in the Programme for Government, over and above that originally anticipated.   

The updated position, taking into account the Budget, shows this year that the profile 

of the projected operating and structural deficit position has changed, but 

nonetheless remains on course in line with the Five Year Financial Plan objectives 

which will allow a return to the reserves in the region of £16m at the end of the 

period in 2021.   

In terms of this year, the latest forecast position indicates that the Structural deficit 

for 2017/18 is projected to £39m as opposed to last year’s budgeted forecast of 

£79.5m. 
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In other words I expect that we will have used £40m less than we expected to and 

our economic performance stands as the primary pillar of this announcement. 

But I should urge caution Hon Members.  Of course we must be proud of our 

economic achievements but this is not the beginning of the end but rather the end of 

the beginning.  We must remain focused on achieving a platform for sustainable 

public finances beyond the lifetime of this administration.  The forecast for the 

coming year is that we will have a deficit of £67.4m - we must continue to reduce that 

and we must be on our guard.  It is absolutely in the greater interests of the Island 

and of our society that we have confidence that our public finances are on solid 

foundations. 

Of course addressing a fiscal imbalance can be tough and there are hurdles along 

the way that need to be addressed; but to those who want to spend, spend, spend I 

say value, value, value; value for money, value sustainable finances and value the 

benefits of stable taxation. 

And sometimes value means that decisions might be unpopular but let me be clear: 

embarking on this financial course means that critical judgements need to be made; 

public funds must be treated with care and applied accordingly - we are not about 

the nice to have’s; spending must be judged on a need to have.  Its tough love Mr 

President....and it should be rightfully applied to public finances. 

Having said that Mr President, the better than expected results give us more 

flexibility and a chance to direct some additional spending, both in line with the 

programme for Government and to better enhance our Island. 

Whilst in general departmental budgets remain tightly controlled – this year there is 

once again only 1% budgeted increase for pay our improved performance has 

allowed a re-profiling of the five year financial plan and as such I am proposing in 

this year’s budget an additional £13.8 million investment in our public services. 

As part of that I am today awarding an increase of £5.5m for Health and Social Care 

to assist with the ongoing cost pressures present from delivering healthcare to our 

nation.  Pressures which include increased demand for locum nurses and Doctors, 

inflationary costs and patient led demand. 
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The Department of Health and Social Care has agreed a target cost improvement 

plan of £7m overall for 2018/19 including £5m within its Hospitals Division. The main 

focus of this plan will be to reduce the cost of additional labour hours incurred 

through the use of medical locums and bank staff.  

Perhaps in overall terms £5.5m may not seem enough but under this Government 

we have given the Department of Health and Social Care a combined £16.5m of 

additional revenue funding in the last two years together with £20.6m of 

supplementary votes.  It is vitally important that we achieve a balance between 

providing the funding that is required, but also to ensure that there is the motivation 

to utilise these funds in the most efficient way. 

So, £37.1m of additional funds – 18.5% of their net £200m budget in two years.  

There is also a further £2.5m available to drive initiatives through the Health 

Transformation fund.  

Do not tell me that this Government is not placing the highest priority on Health. We 

are committed to supporting our National Health Service and I am looking forward to 

announcing further details about the promised Review in the very near future. 

It is vital that we pay attention to our infrastructure and much work continues to be 

needed to maintain our roads.  I am today awarding an additional £3.1 million for the 

Department of Infrastructure, including an additional £1.1 million to be used to 

address road deterioration – and £2 million for a number of other areas.  These 

include budgets for electrical maintenance of our property portfolio, investment into 

the operation of the Horse Trams, and the centralisation of the Department’s small 

plant and machinery, which will drive some further savings and efficiencies across 

the Island. 

Mr President, looking after our children and working families is of the utmost 

importance.  We are today committing £1.5 million to the Department of Education, 

Sport and Culture to provide additional funding for pre-school credits to further assist 

working families. 

This will enable funding for children to attend privately provided pre-schools, for 20 

hours per week during the academic year, prior to them entering primary school and 
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means our pre-school funding through credits rises from £1700, per child to £3,420 

per child.   

Intervention in early years produces benefits for children, their families, the 

communities in which they are located and society as a whole, both in the short-term 

and the longer-term through, for example, increased educational attainment and 

reductions in social issues.  This is more good news for our working families. 

To ensure that the additional funding is linked to quality, the DESC will be able to 

provide an inspector of pre-schools and an Early Years Advisory Teacher, focusing 

on developing inclusive practice such as support for more vulnerable children and 

families with a focus on developing early intervention strategies.  

Mr President, turning now to pay budgets. 

Although I have accepted some specific pay bids of £4.1m I can inform you that the 

budget cap of 1% will remain in place for 2018/19 but, recognising the pressure on 

public sector pay and should our strong financial performance continue, this will be 

increased to 2% from 2019/20 onwards.  

In line with previous years this means that should pay awards be made at a level 

over and above the cap, Departments will need to find savings elsewhere within their 

allocation.    

The costs of public sector pensions has been a key consideration in determining our 

five year financial strategy with a need to keep a firm focus on structuring our 

finances to cope when the Public Sector Pensions Reserve is depleted and the 

burden falls on the revenue account.  

The latest expenditure forecasts included in this budget are based on updated 

actuarial work recently undertaken by our appointed Actuaries.  

The result of this work is that the costs are lower than previously forecast.   

This means that the Public Sector Pension Reserve is now forecast to last longer 

than previously anticipated - to 2022/23.  
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In addition, the level of additional revenue expenditure that will be required when the 

fund runs out is now estimated to be around £45m, rather than £58m as previously 

estimated.   

Treasury is working with the Cabinet Office and the Public Sector Pensions Authority 

on a report outlining options for dealing with the Legacy funding issues and this will 

be presented to Tynwald for debate in due course.  I absolutely recognise today that 

this issue needs to be dealt with this year, and sooner rather than later.  We will 

apply ourselves to this matter with a considered urgency.  This is absolutely not the 

time for complacency from Treasury or anybody else.  

A further significant area of our expenditure is welfare payments. 

For the current year expenditure on both National Insurance funded payments and 

revenue funded benefits is lower than anticipated.   

Revenue funded benefits are projected to be around £7m lower than expected. This 

is primarily on account of our improving economy and consequently lower levels of 

unemployment and the related impacts this has on income support, jobseeker’s 

allowance and other related benefits.  

Last year we initiated and launched the SAVE campaign and for the first time 

Government requested direct input from members of the public in relation to areas 

where savings could be identified. 

The response was excellent with over 700 individuals registering to use the online 

ideas hub which led to a total of 1,311 ideas being submitted and was, in effect, one 

of the largest consultation exercises this Government has undertaken. 

These suggestions have been reviewed across Government and our response to 

each and every one has been published on the gov.im website. 

We are not standing still.   

We have now approved work on a number of projects to be initiated with significant 

potential savings. The business cases for each project are being developed and due 

to the stage of the policy formation I will not go into any detail regarding the areas 
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being considered, but I can say that they cover many areas of Government’s 

operations. 

I anticipate that this work will be sufficiently advanced by April this year for me to 

produce a SAVE progress report for Tynwald in May that will provide full details of all 

the areas considered. 

But Government’s saving is not restricted to the SAVE initiative and Departments 

already have a number of savings initiatives running to cope with the cost controls in 

place for pay and non-pay items.   

In order to assist and incentivise Departments in their search for innovative service 

delivery savings, it is proposed that the terms of reference for the Invest to Save 

Fund are updated to allow Departments to retain 50% of the revenue savings 

recouped from savings projects, whilst still allowing 50% of the savings to be locked 

into budgets for future years.  

It is vital that we continue to support digitalisation and this budget confirms the 

availability of £7.5m in the Digital Strategy Fund for related projects this year and 

beyond. 

The fund has been used to underpin large change programmes in the Department of 

Health and Social Care, to modernise our Criminal Justice systems, and to update 

the technology used by Government in delivering HR and payroll services, with other 

individual projects initiated right across Government.    

As well as creating efficiencies, digitalisation will also mean that interaction with 

Government should be faster and easier.  The net benefits from our investments in 

this area to date are estimated to be in the region of £21m. 

Moving now to Capital.  

The continued investment in our infrastructure remains a strategic priority for 

Government.  We have redefined and reset our capital spending programme and this 

budget contains £423m of capital spending on schools, healthcare and infrastructure 

in the next five years.  This Government is investing in our future and also providing 

wider jobs and economic benefit to the community.  Amongst a number of schemes 
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that have been granted approval for next year I am able to announce that £3.8m will 

be given towards active travel over the next 4 years, promoting walking and cycling 

on this Island as an alternative to motorised transport. 

I am also providing the Department for the Environment Food and Agriculture with 

£1m over the next four years to improve the pathways, play areas and car parks in 

the Island’s National Glens. 

These measures will contribute towards ensuring our Island continues to be a 

special place to live and work. 

In other measures I would highlight the £3m required to refurbish the NSC Pool and 

surrounding facilities, £14.5m on day-care and older persons facilities in Douglas 

and £11.5m over the next five years of work to transform and improve Treasury IT 

systems;  vital work for the safe and secure management of taxation, national 

insurance and welfare benefits payments.   

The current year will see the completion of the Douglas Railway Station 

refurbishment, the replacement of the former Castletown Fire Station with a new 

facility in Ballasalla, the new Acute Adult Psychiatric In-Patient Facility and new 

residential accommodation for medical staff. 

We will have underspent our Capital projections this year – that underspend has 

been due to a number of reasons but those that have had the most significant impact 

on the projected outturn include the slippage in the timetable for the redevelopment 

of Douglas Promenade and the replacement of Eastcliffe the adult disability learning 

centre – both of which are now on track for commencing delivery in 2018-19. 

The balance of the Consolidated Loans Fund as at the 1st April 2017 stood at 

£34.4m.  

Based on the assumptions that have been applied, that is that capital expenditure 

will be at or around £60 to £65m per annum, the Capital Programme is sustainable 

with a projected balance of £36M being in the fund in 2022/23.   
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This level of balance does allow for some additional expenditure over and above the 

forecasted expenditure levels, which provides flexibility for approval and progression 

of works across all areas of Government.  

This is a sustainable 5 year plan for the delivery of a robust Capital Programme 

which delivers a number of new and existing capital schemes for the Island and its 

residents. 

Mr President, 

I would now like to turn to the matter of Income Tax and National Insurance. 

Income Tax 

Honourable Members, last year in recognition of the need to start addressing 

imbalances in personal incomes, stagnant wage growth and increased costs we 

increased the Personal Allowance by £2,000. We expected income tax receipts to 

fall - we were wrong.  

This year Income Tax receipts are expected to be at least £224million, which is £13 

million above our original estimate and £10m more than last year’s receipts. 

Since this time last year the number of taxpayers has increased by 294, the number 

of tax payers in employment has increased by 733 and the number of employers by 

61. 

£13m more in income tax receipts than forecast - I want to claim the credit Mr 

President, I know Bernie Moffatt is desperate for me to claim the credit so that he 

can eulogise about me on Facebook – but I can’t and I won’t.  The credit Mr 

President belongs to the hard work and determination of the Manx people and their 

families; a determination to continue to succeed despite the odds, despite the 

naysayers and doom mongers and its right and proper Mr President that we again 

take steps to help address their living challenges.  That is why I am increasing the 

Personal Allowance for a single person by £750, from £12,500 to £13,250, meaning 

a jointly assessed married couple or civil partners can earn £26,500 before they pay 

a penny in income tax. It also means that another 1,700 individuals will fall out of 
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paying tax altogether and all taxpayers, all taxpayers will be better off due to this 

increase – there is no alteration to the 10% band. 

Taxpayers will be up to £150 better off or up to £300 better off for a married couple. 

Mr President, this Government has put as much as £700 back into the pockets of our 

hardworking families in the last two budgets combined.  This is a positive and 

proactive measure from a Government determined to help and the £6.5m cost is met 

from our excellent economic growth returns. 

Last year I introduced a new benefit in kind exemption for bicycles when the bicycle 

is used to cycle to work. Today I would like to extend that exemption to include 

electric bicycles ensuring that this benefit extends to a broader reach in our 

society.  I would urge business to look carefully at promoting the benefits of this 

scheme to their employees.  

Of course I recognise that these measures may increase the sightings of MAMIL’s 

on our Island roads – please give these creatures the space and time they need to 

adjust to your presence!!  In fact more seriously, we recognise the importance of an 

active lifestyle both to improved health and improved productivity and whether in 

LYCRA or a suit – walking or cycling, we can all share the space.   

Mr President, it is also important that businesses have the opportunity to reward 

employees without an onerous tax obligation and I will therefore increase the general 

exemption limit, which hasn’t been increased for many years, from £400 to £600 a 

year which allows businesses to reward staff in a small way without undue 

complication. 

I would also like to extend the allowable payments which qualify for relief as nursing 

expenses to include physiotherapy costs. The maximum relief available for nursing 

expenses remains at £12,500 at the 10% rate. 

Mr President. Last year I stated that the Tax Cap would start a gradual increase so 

that it is at £200k per annum at the end of this administration.  To confirm, from April 

this year the tax cap will rise from £125k per annum to £150k per annum. 
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Turning now to private pensions; as Honourable Members are aware, I have been a 

huge supporter of pension freedoms since they were introduced in the UK in April 

2015. I also put a successful motion before this house in July 2015 to introduce 

pension freedoms in the Island. 

Public consultation on a new pension scheme was issued in July last year and today 

I have published Treasury’s response to that consultation.  

The area of pensions is complex and there are many diverse views on pension 

freedoms. 

However, my view has not changed and I have always said that I trust our 

pensioners to look after their own savings if that is what they wish to do.  

Today I will introduce several new measures for Isle of Man pensions.  

 Firstly, I will raise the triviality and fund remnant limit to £100,000.  This will 

mean that a current pension fund of up to £142,000 will be able to be paid out 

in full. 

 Secondly, I will introduce a new pension scheme which will allow full access 

after age 55 and which will accept transfers from current approved schemes 

for a 10% fee. This new scheme will allow full tax relief on contributions and 

will be taxed at the usual rate but will have a large tax-free lump sum of 40%.    

 Finally, I will reduce the annual contributions limit for all pension schemes to 

£50,000.  

These new measures will allow Island residents the freedom to access their pension 

funds more flexibly should they choose to do so and help many transition themselves 

into retirement 

I note of course the lobbying by the pension providers against these measures 

urging Members to vote against the budget.  I am not surprised by this Mr President 

given the fees these companies and their Directors receive for handling and 

managing billions of pounds of pension funds but let me be clear: this is not their 

money and they most certainly are not in a position to judge that people cannot be 
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trusted with their own money.  That is the job of Tynwald; Tynwald supported this in 

2015; it is in the programme for government and we should trust savers and pension 

holders to sensibly manage their own finances.  Of course I will ensure that proper 

guidance is given to financial advisers to assist in making those decisions and that 

we take steps to guard against fraud. 

These new Freedoms will deliver new opportunities for both savers and business 

and I wish them well.  

I want also to signal at this juncture Mr President that as a society we should 

recognise the benefits of encouraging a working lifetime of saving for your later 

years.  I cannot help but recognise the success and benefits being brought from the 

workplace pensions initiative being applied across the water.  It is the intention of the 

Treasury to consider and consult on this matter within the next twelve months with a 

view to instigating a similar scheme from 2020. 

Mr President, I would now like to turn my attention to the taxation of companies.   

I do not intend to make any changes this year. However, I have asked the Assessor 

to review the taxation of banks with a view to taxing all banking profits at the 10% 

rate from next year.  The regulatory position for banks has changed significantly 

since the zero/ten regime was originally introduced and a review is therefore 

overdue.  This measure is estimated to potentially raise between £3m - £6m. 

Our Income Tax system, for companies, is simple and very generous, and the 

zero/ten regime remains competitive. 

However, the Assessor has informed me, that some individuals are abusing that 

regime and adopting aggressive planning measures to reduce their personal tax 

liabilities.   

Therefore, from today, I am introducing new legislation to stop certain practices 

which have enabled some individuals to receive tax free payments via the sale of 

goodwill or unquoted shares to their own companies, in preference to taxable ones 

such as dividends.  
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I would like to take this opportunity to warn those who exploit their relationship with 

their companies and do not want to pay their fair share of tax that the Assessor has 

my full support, and I trust will have yours too, in using her wide anti-avoidance 

power under Schedule 1 of the Income Tax Act 1980 to counter any instances of 

planning that she considers to be avoidance.  

I have also asked her to ensure that, if any income tax has been reduced or avoided 

since April 2016, she charges the 60% penalty in full. 

I hope all Members agree with me that it is important to keep our zero rate of tax for 

companies, and that any abuse of this system is simply unacceptable. 

National Insurance 

Turning now to National Insurance.  In my budget speech last year I announced that 

Class 2 National Insurance Contributions that are paid by the self-employed would 

be abolished from April 2018. 

I would like to take this opportunity to remind everyone of the announcement that 

was made in November last year.  

The UK Chancellor announced that the abolition was to be put back until April 2019 

and in November I made a similar announcement that the abolition of Class 2 in the 

Island was also to be put back until April 2019. 

This will mean that Class 2 self-employed contributions will continue to be due to be 

paid for the whole of the 2018/19 tax year and will be collected in the normal way. 

The 2016/17 tax year saw steady growth in National Insurance contributions and as 

this trend has continued into the 2017/18 tax year I expect receipts to be £6m above 

estimate. 

I again therefore propose to freeze the rates of National Insurance paid by 

employees, employers and the self-employed for the 2018/19 tax year so that the 

Island continues to remain a competitive place to do business. 
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The Lower Earnings Limit (LEL) is the point at which an employee starts to build up 

entitlement to National Insurance funded benefits, in this current tax year it is £113 

per week.  

The UK have announced that from 6th April it will increase to £116 per week and I 

propose that the Isle of Man should continue to keep the same level as the UK and 

therefore the LEL will be increased to £116 per week in the Island from 6th April 

2018.  

Finally the rate of the Class 3 Voluntary National Insurance contribution will increase 

from £14.25 to £14.65 in line with the increase announced in the UK. 

The Manx National Insurance Fund is held by Treasury and as at March 2017 had a 

book value of £743 million, an increase of £20m from the previous year. The 

National Insurance Fund remains and will remain an important National Asset. 

The interest from investments from this fund and increases to NI receipts has 

enabled Treasury to cover the shortfall in recent years between incomes from 

National Insurance contributions and benefit expenditure.  

While this is good news we must not be complacent as in future years it is forecast 

that there will be increasing demands placed on it and that is why I will be bringing 

forward the new state pension proposals to this Place next month and we will press 

ahead with our plans to end contracting out. 

Under proposals that I will bring to this Court next month, to put in place a 

sustainable future Manx State Pension, contracting-out will cease from 6th April 

2019.  Contracting-out enables employers who operate certain types of occupational 

pension schemes to pay a lower rate of National Insurance in return for providing a 

certain level of scheme benefits.  As the employees also pay a lower rate of National 

Insurance they do not build up entitlement to the Additional Component of the 

current State Retirement Pension. 

This will mean that from April 2019 all employees who were paying the lower rate 

National Insurance contribution will see an increase in the amount of National 

Insurance they pay and so will their employers. The cost to IOM Government as an 
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employer is a little over £6 million and this extra cost has been factored into the 

budgets of each Department. 

The UK abolished contracting-out from 6th April 2016 and this proposal will bring our 

occupational schemes back into line with those that operate in the UK. 

I recognise that this increase in National Insurance contributions comes at a time 

when we are also increasing the employee contributions to some of the public sector 

pensions schemes, but I hope that Members will agree that these changes in both 

the State Pension and the public sector schemes are necessary to ensure the long-

term sustainability of the schemes going forward. 

Indirect Taxation 

VAT etc. Sharing Mechanism (FERSA) 

In March 2016 the Island entered into a new indirect tax sharing arrangement with 

the United Kingdom, the Final Expenditure Revenue Sharing Arrangement or 

FERSA for short. 

FERSA rebased our VAT share for 2013/14 onto actual consumption using data we 

gathered that year through a series of income and expenditure surveys.  

Since then the Island’s share has been calculated on a provisional basis by 

indexation of the 2013/14 share at 4.5% per annum, although as I explained last 

year we have prudently allowed for only a 3% increase in the Budget and there is a 

reason for this. 

Under FERSA we must rebase our VAT share every 5 years onto actual 

consumption and so during 2018/19 the next series of consumption surveys will take 

place starting with the household income and expenditure survey.  

The consumption data from these surveys will replace the Island’s provisional 

indirect tax share for 2018/19 of £339.8m.  

The FERSA surveys are therefore of critical importance to the Island in terms of 

establishing our fair share of VAT and other duties not just in 2018/19 but from 

2014/15 and right the way through to the next survey year in 2023/24.  
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Thus I cannot stress strongly enough their importance and I hope the whole Court 

will support Government’s efforts to encourage both public and businesses 

participation and engagement in all the 2018/19 income and expenditure surveys. 

Soft Drinks Industry Levy 

Last year I proposed to introduce a Soft Drinks Industry Levy or SDIL with effect from 

April 2018 mirroring plans unveiled by the UK Government to bring in an equivalent 

tax from the same date.  

I can announce today that SDIL will be deferred for one year to be introduced as a 

shared duty from April 2019.  

Since SDIL was first proposed the soft drinks industry has been busy reformulating 

many of its products to reduce their sugar content.  

This will result in much lower SDIL revenue than the £1million originally anticipated.  

Nevertheless government will keep its promise to invest £100 thousand during 

2018/19 plus all future SDIL receipts into public health programmes to reduce 

childhood obesity and encourage physical activity and balanced diets. 

Hydrocarbon Oil Duty 

I can announce that I will be freezing road fuel duty in 2018/19 making this the 

seventh year the rate has remained unchanged in the Island.  

Gambling Duty 

With regard to gambling duties I can report that license holders have continued to 

run their operations from the Isle of Man securing well paid jobs in the Island and so 

providing direct and indirect tax revenue benefit for the Island.  

The Double Duty Relief Treasury introduced in 2016/17 is just one example of 

Government responding positively to business needs and international events.  

And, rather than Double Duty Relief costing revenue, I am pleased to announce that 

this year’s gambling duty receipts are on track to exceed those achieved prior to its 

introduction. 
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Air Passenger Duty 

I can also announce that I am freezing the basic rate of Air Passenger Duty at £13 

for 2018/19  

Finally I confirm that it remains our intentions to remain in Customs Union with the 

United Kingdom post BREXIT 

Social Security 

State pensions   

Mr President, we are committed to delivering sustainable and fair pensions for future 

pensioners and we remain on track to deliver the new single-tier Manx state pension 

in April 2019.  

I shall be bringing an Order to next month’s sitting of this Honourable Court which 

will bring the new Manx pension into law.  

Further orders will then follow before the summer recess making other changes to 

local pension arrangements such as the phasing out over 20 years of the Manx 

Pension Supplement for new pensioners starting from April 2019 and the abolition of 

the Retirement Pension Premium scheme for pensioners who have not reached 

aged 75 by 5 April 2019. 

As I advised Honourable Members last December, the £2 a week addition to state 

retirement pension for persons aged 80 or over will not be carried forward into the 

new Manx State Pension. 

Legislation will be moved later today which will abolish this addition for people who 

have not reached 80 before 6th April 2019.  Those who reach 80 before 6th April 2019 

will continue to receive the £2 a week addition for the rest of their lives. 

As I have stated previously, I believe that state pension age in the Isle of Man should 

remain the same as in the UK, for the foreseeable future.  

I have taken note of the report of Mr John Cridland CBE published in May last year, 

which among other things considered the possibility of a flexible state pension age.  
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I agree with the UK Department for Work and Pensions’ view that the principle of 

having a State Pension Age that is the same for everybody has a fundamental place 

in our social security scheme, provides clarity and acts as a pivotal date for 

individuals planning for their retirement.  

Therefore, I do not intend to introduce any flexibility around the state pension age 

here, but will look at ways to support people struggling to remain in work up to their 

state pension age through the income-related benefits system.  

I have also decided that for the time-being we will continue to follow the UK’s so-

called triple lock uprating of state pensions.  

Therefore, I can confirm that, as will be the case in the UK, basic state retirement 

pensions in the IoM will increase by 3 per cent from the week commencing 9th April 

2018. For those with a full basic pension this will mean an increase of £3.65 a week.  

Furthermore, the additional state pension will also increase by 3 per cent from next 

April, broadly in line with inflation.  

Overall, the cost of these increases is estimated to be just over £4.3 million per 

annum. 

Manx Pension Supplement 

In July 2016 this Honourable Court agreed to uprate the Manx Pension Supplement 

only when it is affordable to do so.  

I believe we will need to re-examine the long-term viability of the Manx National 

Insurance Fund once all elements of the new Manx State Pension have been fully 

endorsed by this Honourable Court, hopefully before the summer recess. Until then, I 

cannot be satisfied that the Fund can sustain any increase in the Pension 

Supplement in the long-term.  

Therefore, I have decided that the current rates of the Manx Pension Supplement will 

not be increased from April.  

As has happened in previous years, the Pension Supplement Scheme has been 

amended in order to avoid what would otherwise be an automatic increase.   
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Mr President, it is vital that we continue to protect our pensions and treasure and 

respect our National Insurance Fund.   

Annual review of social security benefit rates  

With the exception of the Manx Pension Supplement, most benefits in the Island will 

be uprated by between 3 and 3.3 per cent; broadly in line with inflation.   

In particular the rates of Child Benefit, Disability Living Allowance and Attendance 

Allowance, and the applicable amounts for each of the income-related benefits, will 

generally be increased by 3.3 per cent.  

As regards pensioners who receive Income Support they will continue to benefit from 

a minimum income guarantee which is between 8.2 per cent and 9.8 per cent – 

depending on circumstances - greater than their UK counterparts. From this April, an 

Isle of Man Pensioner living on their own and receiving Income Support will be 

£13.30 a week better off than their UK counterpart and will be guaranteed an income 

of at least £176.30 a week after their housing costs have been met.     

We are committed to ensuring our poorest pensioners can enjoy a good quality of 

life. 

Conscious of a continuing gap between the amounts charged by nursing homes in 

the Island and the maximum amount of benefits payable to someone living in such a 

home, I am today announcing a further 10% increase in the rate of the nursing care 

contribution. This is an increase of £13.70 per week and this follows a £25 per week 

increase last year. In two years that is an increase of £38.70 a week in extra 

contribution which is payable to everyone who is resident in a care home in the 

Island and who pays for their nursing care, irrespective of their means.  

Furthermore, the applicable amount of income support for a person living in a 

nursing home will also increase by £38.00 a week from April.  

So together with certain other increases, the maximum amount of benefits available 

to a person living in a nursing home will be increased from £845 a week to £887 a 

week.  
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We are taking steps to help those who are most in need. 

I am conscious of course that top ups and additional financial support in this area 

often lead to Nursing Care providers increasing fees.  This has to be brought under 

control and we will be actively engaging with the relevant stakeholders in this regard. 

I am extremely keen to see that families who work but who are on relatively low 

incomes are also protected.  

Therefore, I am increasing the rates of employed person’s allowance generally by 

3.3%.  

Moreover, Treasury has recently become aware that the maxima allowable for child 

care costs within EPA do not adequately reflect typical child care charges in respect 

of multiple children and children under 2.  

I am therefore delighted to announce that new, increased maxima are to be 

introduced from April. For example, in respect of a child under 2 the maxima are 

being increased by around 23 per cent. And whereas the absolute maximum 

allowable towards child care for two children is currently £240 a week, from April this 

will be increased by £100 to £340 a week or up to £400 if two children under the age 

of 2 are being cared for.  

We are supporting our low income earners, helping our families, our economy and 

providing more support for our youngest children. 

The cost to general revenue of increasing the rates of Child Benefit, Disability 

Benefits and income-related benefits as I have just described is just over £2.4 million 

a year. This will be met from projected economic growth. 

A full list of the current and new rates of social security allowances is set out in the 

Memorandum which has been circulated to Honourable Members. 

Welfare reform 

A lot of work has been undertaken this year aimed at re-modelling our welfare 

system. 
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We have been looking at each benefit to see whether the current provisions are 

equitable and whether there is an opportunity to simplify in order to make them more 

transparent and easier to administer.  

As I alluded to earlier we are on track to deliver a much-simplified state pensions 

system. 

Last April we introduced the Bereavement Support Payment, which provides for a 

very straightforward and easy to satisfy contribution condition and standard rates of 

allowance payable for a fixed period. 

Legislation will be moved later today which will (a) significantly simplify incapacity 

benefits, without causing hardship, and (b) abolish the universal funeral payment.  

The latter payment - which is usually worth £210 - represents only a very small 

percentage of the typical cost of a funeral and is payable irrespective of a family’s 

resources.  Provision will continue to be made to help those on the lowest incomes 

to meet funeral expenses. Effectively this universal payment will now become means 

tested and available to those who are most in need.  This will reduce expenditure 

from the national Insurance Fund by around £200,000 a year and will also free some 

administrative time to concentrate on helping some customers back to work.  

I am keen to encourage those who can work – or can work for more hours – to do 

so. 

We have recently consulted on proposed changes to the minimum work 

requirements for employed person’s allowance and a lowering of the upper age limit 

for the youngest or older child for a lone parent to be eligible to claim income 

support.  

We are currently examining the responses to the consultation and will determine 

what, if any, changes should be made within the next few months. 

Unemployment and jobseeker’s allowance (JSA) 

The Island is continuing to enjoy an exceptionally buoyant labour.  

Two years ago the total number registered as unemployed was 873.   
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One year ago it was 607.  

At the end of last month there were only 361.  

That’s a reduction of nearly 60 per cent since this administration came into effect. 

Over the same period the number of long-term unemployed – that is, those who 

have been registered as unemployed for over 12 months – has fallen by 55 or 30 per 

cent, whilst the number of NEETs – that is, those aged between 18 and 24 who are 

not engaged in employment, education or training, has fallen by more than one-half. 

The increase in the Isle of Man Minimum Wage rate from 1st June last year resulted 

in a welcome widening of the gap between the maximum Jobseeker’s Allowance 

payable to a single jobseeker and the amount of take home pay a worker would have 

at minimum wage levels.  

For an individual aged 25 or over, based on a 40-hour week that gap is now 

approaching £55 a week.  We will continue to redefine welfare support in this area; 

getting people into work through considered adjustments to Job Seekers Allowance 

and when the Job Centre comes under our wing we will be in an even better position 

to assist and help people into work. 

New approach to budgeting 

There have been many observations and challenges relating to the adequacy of the 

current budgeting process, indeed I have previously made some observations prior 

to my appointment as Treasury Minister.  

Whilst the system that is currently employed clearly works, in that it produces a 

budget each year, I do think that there are opportunities to improve the way we do 

things. 

So for the 2019/20 budgeting process, Treasury intends to introduce a revised 

approach to reviewing and assessing the way in which funds are prioritised and 

distributed across the various functions of Government.   
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This approach that will be taken is based on a Priority Based Budgeting methodology 

and will involve the systematic inspection and review of activity, costs and cost 

drivers and the way in which priority funding decisions can be made. 

Given the breadth of the services that are provided by Government, this will take 

some time to complete, however this work will commence shortly and will be used to 

inform the 2019/20 Budget.  We are not resting on our laurels. 

Summing up 

Mr President, there are those in society who want the Government and the Island to 

fail.  

They talk us down, they talk their Island down, they talk business and opportunity 

down, they talk success down, they talk living standards down, they talk public 

finances down, they simply talk failure.   

Well I have news for them: 

 Current year Income Tax receipts are UP £13m 

 Public Spending on key services and projects  is UP £13.8m 

 Jobs and job opportunities are UP – 280 new jobs created  

 Number of taxpayers in employment UP by 733 

 Personal Allowances are UP by £750.00 

 The fiscal plan is on course and delivering  

 We are putting money back in people’s pockets 

 We are providing more support yet again for working families 

 We are giving more money to the NHS 

 We have already taken action on Water, Electricity and Sewerage pricing  
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 We have redefined and laid out a stronger programme of capital spending 

creating better public services and jobs and investment into our society 

 We have refocused our welfare spending, delivering better value for hard 

pressed taxpayers and more support for those who genuinely need it 

And let me say this to the Hon Member who purports this Government does not care 

about the elderly in our society; State Pensions up 3%, Personal Allowances up, 

Income Support up, nursing care allowances up twice in two years and also you can 

apply the same to our working families; Personal Allowances, Pre-school Credits, 

Employed Persons Allowance, Child Benefit, Child Care Support.....all up. 

Across our diverse Island our people and this Government are meeting and dealing 

with our challenges in a responsible, focused and sustainable manner.  We are 

building the pillars of success and sustainability for many years to come.  

THIS MR PRESIDENT IS A BUDGET OF SUBSTANCE FOR AN ISLAND OF 

SUBSTANCE.  

I commend this budget to this Honourable Court. 

 

– Ends – 

Hon A Cannan MHK 

Minister for the Treasury 

20 February 2018 

 

 


