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A Warm Welcome into the New Year from all at Chief Pleas.

This special edition of the Newsletter is focused on the Sark Tax Reform
and informing all residents of the most current and correct information.

Initial Proposals Information

The Policy & Finance and Special Tax Committees have been looking at various
ways to overhaul the current tax system on Sark. Many options have been
considered and expert advice sought. We are grateful to Tony Mancini (ex KPMG)
and our excellent team in the Sark Treasury and Sark Tax Assessors offices for their
considerable assistance.

The Special Tax Committee carried out a public consultation in 2024 and the
results from that informed the work of the committee during 2025. The results are
available at https://sarkgov.co.uk/tax-reform. 3 of the top 6 most supported ideas
involved reforms to the Personal Capital Tax and these reforms are what we are
consulting on now.

Other supported areas are also being worked on but will require complicated law
changes and could take some time; at this stage, we are addressing the proposed
reforms to Personal Capital Tax to make it fairer as these can be implemented
more quickly.

A large factor in this thinking is the need to maintain a system that the Island can
administer largely by itself although some 'spot checks' are proposed every year on
a small sample of tax returns by a suitable professional body.

We have started a consultation process by hosting a public surgery on Saturday
10th January 2026, with further events planned for Wednesday 28th January and
Saturday 14th February 2026.

This paper sets out the existing system and some of the committees’ current
thoughts on how it might change. Please come to the surgeries to begin discussing
this with us.



Understanding Sark’s Current Tax System

Sark’s direct taxation is governed by the Direct Taxes (Sark) Law, 2002. There are
two principal forms of tax:

Property Tax

e Based on the size and type of property, measured in Quarters as recorded by the
Cadastre.

e Ratesvary depending on use (domestic, commercial, agricultural).

e Paid annually, generally by the Possessor of the property.

Personal Capital Tax (PCT)
Payable by all residents who spend 90 or more nights on Sark in the preceding year.
Residents may currently elect from several options:

e Minimum Tax - available to non-Possessors or those whose worldwide assets fall
below the Minimum Asset Rate.

o Asset Declaration - tax based on a percentage of worldwide net assets, not
including your personal residence in Sark.

e Maximum Tax - a capped annual contribution which also means the payer does
not need to declare their assets.

e Exemptions - for those medically unable to work or whose worldwide assets fall
below the Minimum Asset Rate.

At present, there are several options to reduce tax liability or to avoid declaring
assets; these include:

e Forfait - available to Possessors of a personal residence. This is a multiple of your
property tax and also means that you do not have to declare your assets.

e Box 2 - electing to pay the Minimum Tax in a household where the Possessor has
elected to pay the Forfait.

e Box 6 - with net assets falling below the Minimum Asset rate, aged under 69 and
the possessor of a property that is the principal dwelling house, thereby exempt.

e Box 7 - As a Possessor living outside of Sark where their property was not
available to them for 90 nights or more during the preceding 12 months, thereby
exempt.

This structure allows residents to choose the option which minimises their liability,
regardless of ability to pay. For example: a resident with £25 million in assets could
currently pay the same Forfait amount as a resident with £250,000.

Under the proposed system, a higher level of assets would attract a higher
contribution in line with the ability to pay.

Tax Data 2023-2025 Overview Table (adjacent) Key Observations:

e The majority of PCT revenue in 2025 came from Forfait payers (£424,352), with an
additional £51,057 from members of their households.

e Only 34 residents declared assetsin the same period (~£40,659).

e Maximum taxpayers contributed ~£10,973, with only one resident electing that
optionin 2025.

* Most residents elect the lowest-cost option available to them.



Tax Data: 2023-2025 Overview
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Proposal: Reforming the PCT system to remove the link to property

e Sark currently allows residents to choose the lowest-cost Personal Capital Tax
(PCT) option available to them, meaning their personal assets are not necessarily
fully taxed.

e Sark faces growing infrastructure and service costs that cannot be met under the
existing system.

e A proposalis being explored to transition away from the Forfait to an entirely asset-

based system of Personal Capital Tax.

e This would not be an income tax. It would be an annual charge based on an
assessment of worldwide net assets that is already an option under the current
system.

e There would be an option where people could select not to declare their assets and

opt to pay a fixed amount of PCT.
e The aimis a system that is fairer, sustainable and fit for Sark’s future.

Under this model:

o All residents aged 18+ who meet the 90-night residency rule would pay PCT
according to the asset band into which they fall; this could be based on fixed sums
per asset band or a percentage (also in bands) of their overall asst declaration.

e There would still be noincome tax. The charge would remain an annual asset-
based PCT only.

e Residents would complete a confidential annual self-assessment.

e Self-assessment forms will be assessed by the Tax Assessor as normal, and each
year a selection will be audited by a third-party professional body.

Why change?

In the most recent public consultation, there was strong support to modernise the
current system.

Fairness

The current system allows residents with a high level of assets to potentially pay the
same as those with a modest level of assets: removing the Forfait might better align
the level of contributions with ability to pay.

Sustainability

In 2025, the 154 Forfait payers and the 93 members of their households contributed
£475,409 to the Treasury while 34 residents who declared assets raised just £40,659.
This suggests that, for whatever reason, be it to select a lower tax amount or not
wishing to declare assets, a very large percentage of taxpayers are opting for a PCT
option which is not linked to their worldwide assets. This base cannot support Sark’s
growing infrastructure needs.

Modernisation

A banded asset-based model does not divert too much away from the current system
while preserving Sark’s distinctive tax identity.



What Is Being Considered
This review concentrates on reforming the Personal Capital Tax system including:

« Removing the Forfait - removing the link between the size of property and the PCT.

e Removing Box 2 and Box 6 - From 2027, Box 2 (minimum tax for members of a
Forfait household) and Box 6 (exemption for possessors with assets below the
Minimum Asset Rate) are proposed to be removed. This would close long-standing
loopholes that allow residents to minimise contributions in ways not linked to their
actual asset position.

e Option to Pay the Maximum Will Remain - For residents who do not wish to declare
their worldwide assets, the option to pay the maximum PCT will remain available
under the proposed system.

o Self-Assessment Will Continue - The proposed reforms retain the existing self-
assessment model, with the addition of proportionate annual spot-checks carried
out by an external professional body.

What Is Not Being Considered

As part of this review, several ideas have been raised publicly or informally. To avoid
uncertainty, the Committees wish to make clear what is not under consideration:

e No Fiscal Union with Guernsey - There is no proposal to enter into a fiscal union or
shared tax system with Guernsey. Sark will continue to operate its own
independent tax regime.

e Nolncome Tax - Income tax is not being considered at this stage. Sark’s
demographic profile includes a significantly higher proportion of older residents
compared with working-age earners. Introducing anincome tax would create a
substantial administrative burden while likely generating insufficient revenue to
meet the Island’s financial needs.

e No Tax Residency Scheme - Following professional advice, the Committees are not
pursuing a tax residency scheme.

Time-frame for Change

It may be possible, and sensible, to implement some minor changes for 2027.
Any wider changes to the PCT system are highly unlikely to be implemented before
2028 though. No tax changes can be applied retrospectively.

Why Sark needs a stronger tax base

Sark is entering a period of major capital investment. Much of the Island’s
infrastructure was built decades ago and now requires urgent renewal to remain safe,
functional and compliant with modern standards.

Preliminary estimates indicate that the capital and service pressures will exceed
current tax revenues by several hundreds of thousands of pounds each year; without
reform, Sark will struggle to meet these obligations safely and sustainably.












