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TAX REFORM 2026 PROPOSALS

“Guernsey has had a funding gap for nearly two decades, meaning the States
has raised less money than has been needed to fund services and
infrastructure. Government has plugged this funding gap by digging into our
reserves (the island's savings). Those reserves have been seriously depleted,
and projections show they will be completely used up in a few short years if
we don't act now, because demand for public services, particularly health
and care, is increasing rapidly as our demographics change, while
substantial investment is also required in our infrastructure and public
services to support current and future generations. At the same time, many
people in our community are facing real pressure from the high cost of
living.”

So says the 2026 Tax Reform Package.
Some basics:

e Actually around one third of the tax being raised is not to fund services or
infrastructure. It is to improve the economic status of our less well off.

e The funding gap has been difficult to see because multiple redefinitions of
“surplus” have been used and the structural deficit is not a well-understood
concept.

e There would be a lot less of a gap if we had not suffered bungled capital
spending (IT, Hospital etc).

e No-one can doubt that civil service inefficiency and the growing
complexity of administration of steadily growing legislation and regulation
has contributed to the “gap”.

There is a useful “Executive Summary” which shows the various main proposed
changes:

1. An annual £20m pa of unspecified cost efficiencies to be achieved over 3
years at a rate of 1% achieved in each of the next 3 years. History in
Guernsey has shown that these sort of targets are not reached and their
achievement (or not) will be hard to see with inflation, economic growth
and further IT costs needed to sort out the current mess, which will
obfuscate measurement.



. Personal income tax will be reduced by £28m pa. Mostly for the less well
off. These reductions compensate ‘less well off” people for the cost of GST.

. Social security contributions are to rise by a net £2m. The increases are
mostly going to fall on employers and the older and wealthier and are quite
complex. The reductions are to compensate people for the cost of GST. We
agree that social security contributions should not apply to all income. We
are pleased to see that this idea has been deferred in the proposal.

. Transport to raise £7m without a very clear policy base for the changes.
Fuel duty down 25% (to bring in line with Jersey they say — so what?) but
a new annual vehicle tax is to be introduced based on weight and emissions
on all vehicles and a surcharge on new vehicles on first registration if they
are worth £50,000 or more.

. The big one — GST. From 2028 3% on everything raising a net total of
£55m. Mitigated for those on States Pension and other benefits with
increases in payments “with those benefit increases introduced ahead of
GST”. The logic for this timing is not present. And a new benefit for an
Essential Costs Relief Payment to support households which do not claim
income support.

It is recognised that GST will add inflation of an estimated 1.9%. The effect
of this increased inflation on the States spending is not identified. On a
wages bill of £415m, 1.9% inflation would add £8m. For States pensions
being paid of £177m, 1.9% would add £3m. Inflation will increase the cost
of the States defined benefit pensions (which are index-linked). It should
also be noted that the cash cost of pensions is tied to shifting demographics.

Then there is an amount of £10m to £12m that financial service companies
will pay instead of levying GST and a £1.1m support package to help
businesses adapt.

. Corporate tax to raise £6m pa. This is largely from extending the infliction
of the 10% tax rate.

. Knock off the guesstimated cost of administration of £2.5m and you get to
£59m which is the number quoted by our politicians. Although the



Accounts for 2025 identify a funding gap of £50m (explained in Appendix
10), the cash outflow is a higher number. The States has been selling
investments in order to balance its cash outflow at amounts of £107m in

2025, £71m in 2024 and £105m in 2023. Selling of investments is
continuing in order for the States to manage its cash.

Looking at capital spending and the amount needed for major projects, the
cash requirement is more like £120m per annum.

The Tax Reform Package does recognise that the measures may not
(actually most unlikely they will) entirely close the funding gap (page 9)
and proposes a review in 2030 — which is a long way away. Issue kicked
past next election!

We are a small island and adding to, or changing taxes and benefits generates
complexity we could do without. This Package contains 5 new taxes and well into
double figures on meaningful changes. There are no simplifications or abolitions.

More generally it has been revealed that there are c50 pieces of legislation dating
back to 2003 and not yet enacted. Clearly most of these would not be missed if
quietly buried. Why keep adding complexity? And jobs for more civil
servants.....

There a number of things chucked forward to the next States to decide on. For
example, there are to be legal protections “against the erosion of the relative value
of mitigations should the rate of GST rise” this seems very odd — the States can
obviously vote for mitigations - and abolish them. A useless time wasting gesture!

There are some strange policies stated. The elderly should fairly pay more tax.
Apparently too much reliance on income based taxes (loss of jobs to Al etc) is
risky, so wealth needs to pay more of the taxes.

Nowhere is it recognised that higher taxes on financial services businesses and
on elderly high net worths carry a serious risk of emigration of these highly
desirable taxpayers.

We prosper in part because we are known to have had stable low taxes. People
will notice higher and more numerous taxes.



