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CHIEF SECRETARY
FINANCIAL SECRETARY
PAYMASTER GENERAL
ECONOMIC SECRETARY
SIR P MIDDLETON
SIR T BURNS

MR ANSON

DAME A MUELLER

MR WICKS
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MR BYATT

MR SCHOLAR

MR CULPIN

MR SEDGWICK
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MR MACPHERSON
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SIR A BATTISHILL IR
MR BEIGHTON IR

MR ISAAC IR

MR PAINTER IR
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MR JEFFERSON SMITH C&E

BUDGET OVERVIEW MEETING:

MONDAY 20 FEBRUARY

I attach the agenda for
20 February at 3.00pm.

BUDGET CONFIDENTIAL

FROM: A C S ALLAN
DATE: 17 February 1989

ccC

Mr Gilhooly

Mr Matthews

Mr G Bush - IR

PS/IR

Mr PR H Allen - C&E

Mr Deacon IR

(item (iv))
Mr Haigh IR (item (iv))
Mr Johns IR (item (iii))
Mr Precott IR

(item (iii))
Mr Monck (item (Vv))
Mr McIntyre (item (Vv))
Mr Mace IR (item (V))
Mr Gieve (item (vi))
Mr Houghton IR

(item (vii))
Mr Bryce IR

(item (vii))

AGENDA FOR FIFTH OVERVIEW MEETING ON

the fifth overview meeting, on Monday

ﬁ/?
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AGENDA FOR FIFTH OVERVIEW MEETING: MONDAY, 20 FEBRUARY 1989

Main items

(1) Budget Scorecard:

Circulated by Mr Culpin

(ii) Car tax relief on cars supplied to motability for
leasing:

Mr Jefferson Smith's note of 16 February.

55 e 0il incrementals:

Mr Prescott's note of 16 February on PRT - incremental
investment allowance

(iv) Life Assurance:

Mr Deacon's note of 16 February
(v) NICs:
Mr McIntyre's minute of 16 February

(vi) Presentation:

Mr Culpin's minute of 16 February

Other Items

(vii) Residence:

Mr Isaac's note of 3 February, on a receipts basis.
Note by the Financial Secretary (to be circulated).
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FROM: ROBERT CULPIN
DATE: 16 February 1989

OR ga Chief Secretary
Financial Secretary
Paymaster General
Economic Secretary
Sir Peter Middleton
Sir Terence Burns
Mr Anson

Dame Anne Mueller
Mr Wicks

Mr Hardcastle

Mr Byatt

Mr Scholar

Mr Riley

Mr Sedgwick

Mr A C S Allan

Mr Macpherson

Miss Simpson

Miss Wallace

Mrs Chaplin

Mr Tyrie

> Mr call

o\ Sir Anthony Battishill)
%3 Mr Beighton )
Mr Isaac ) IR
Mr Painter )
/\\> Mr Unwin )
Mr Jefferson Smith )C&E

AN

BUDGET SCORECARD

I attach the Scorecard for the Overvieéi;;:éo February.

2. It does not include the abolition of the earnings rule.

3. I should also draw attention to a point on s p duty. Ll
you announce in advance that you are going to Lsh it, there
will be effects on revenue before you actually do <\9on the one

hand, share prices will rise, because the value of ion will
be capitalised, and this will tend to raise revenue. C%? e other
kand, some people may defer transactions, and this waG /4?8? to

<@%

reduce it.
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If, as in previous Scorecards, we assume that you abolish
p duty during 1989-90, this does not matter terribly: it all
lost in the net cost for the year. But in this Scorecard, we
abolition in April 1990. So any assumption about the

n revenue in 1989-90 is bound to be transparent.

5. For the time being, we have assumed no net effect on revenue
in 1989-90. That at least is simple, and unpretentious. We do
not know when the value of abolition will be capitalised, or by

how much; ar it may already be discounted in the market; or

how many peo ill defer how many transactions until after

abolition. I had to make a guess, we should expect a net

revenue gain in 0, but it is unlikely that we should put it
sma

at more than of millions.

-,

6. In next week's ard, would you prefer to stick to "nil"
or to show a small positiv

®
75
DN
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(g;§§>Additional copies for Scorecard work:

Mr Gilhooly
Mr Flanagan

;§§§§§§ 0'Donnell

r Matthews
Mr Pickford
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Mr
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SCORECARD OF 16 FEBRUARY 1989

NOT TO BE COPIED

(f@ TABLE 1: DIRECT EFFECTS OF BUDGET MFASURES
' £ million yield (+)/cost (-)
1989-90 1990-91
Changes from Changes fram Changes from
a non-indexed an indexed an indexed
2 base base base
15 Freeze excise duties nil -1225 -1320
2. Reduce duty on
unleaded petrol; - 30 - 30 - 75
surcharge
3% VED: coac
lorries @) + 40 + 40 + 40
4, VAT: non-domesti
construction e + 315 + 315 + 540
5 Index IT thresholds 1465 nil nil
6% Increase car scales
by 20 per cent + 90 + 110
V
T CT: raise small
companies thresholds - neg - neg - 35
4
® Savings W
8. Abolish stamp duty U‘/ U'“
on shares from 1/4/90  nil 2 nil - 850 R\é‘/\‘
9. Life assurance w2100 ( QL0 /;F4§/ \//,
10. Pensions, PEPs, Share o k v
Schemes, Unit Trusts - 5 5 = 10 \b X/LIO
Other o
11 B Schedule E: receipts
basis - 60 - 60 - 80
a2 PRT: incremental
investment relief - 10 - 10 @ - 20
1:3% VAT: bad debts,
registration, etc - 105 - 105 =270
14. Miscellaneous starters - 65 - 30 %&
SN
TOTAL -1315 -1040

.15.

_1‘@\\%

iy RS
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DGET SECRE
RECARD OF HERY B9
NOTES TO TABRLE 1
NS~
Es cost (-) or yield (+) in £ million from indexed base unless otherwise
' indic .))Indexation 6.8 per cent.
Figures ightly revised this week in line with new forecast and new employment
figures.
1. Excise duties
@ 1989-90 1990-91
Petrol, derv etc - 545 - 580
VED - 190 - 210
Tobacco : - 235 - 250
Alcohol @ - 255 - 280
Total @\ -1225 -1320
2N

Freeze reduces RPI by 0.48 percentage points compared with base forecast.

2. Unleaded petrol ’;
3 3 ( 1989-90 1990-91
Reduce tax by enough to make unleaded 0@-30 - 60

2p a litre cheaper than 4 star, if
reduction passed on to consumers S

Surcharge 2 star (and 3 star)

to make it as expensive -neg* - 15
as 4 star
*cost of extra unleaded take-up balanced by extra yield f =S
Customs checking precise duty changes needed. Main problem is to establigh punmp
prices differ now between fuels. Paper for Overview 27 February.
Cost depends on take-up. No significant RPI effect. %
BUDGET SECRET NOT TO BE COPIED
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. +20 @ses and coaches, +20 for rigid heavy goods vehicles. Over 70 VED rates

@ 1989-90 1990-91

ﬂ\) sector Total sector sector Total
Construction
- new (1) : 250 265 20 325 345
- option to tax (2) 0 10 30 40 35 75
Fuel and power (3) nil @x nil 15 80 95
Sewerage/water (3) nil ol nil neg neg neg
News services (1) 5 neg 5 5 neg 5
' Protective boots
and helmets (1) neg neg neg neg neg neg
Minor property
changes (1) 15 neg 20 neg 20
< 2>
TOTAL 55 260 3% 100 440 540
S LN
Assuming implementation dates of (1) 1 April w
(2) 1 August 15%9
(3) 1 July 1990

No impact effect on RPI, because no direct effect on prices to f%umers.

BUDGET SECRET NOT TO BE COPIED
BUDGET LIST ONLY

- g




BUDGET SECRET

BUDGET LIST ONLY

BUDGET SECRET
BUDGET LIST ONLY

NOT TO BE COPIED

NOT TO BE COPIED



fp.pk/SCORECARD/Table 1
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BODGE1 LIOI O

incame tax thresholds

. Cost trative alternatives, in place of line 5:
@ 1989-90 1990-91
non-indexed indexed base indexed base
base

Increase thresholds by
10 per cent -2,130 - 665 - 925

Reduce basic rate by -2,865 -1,400 -1,725

(with indexation) @@
6. Increase car scales by

L
No change in structure of car scal allowance for behavioural effects (likely to
be small).

7. Corporation tax: rajsesmllompanim@lds
SN

3
50 per cent increase in profits limits for small@xies' CT rate of 25 per cent.

o
- Rate available on profits up to £150,000 @ad of £100,000).

o :
- Benefit not fully withdrawn until profits £750,000 (instead of £500,000).
Reduces CT for about 23,000 companies. /

Cost of 1 per cent off main CT rate:/—lo, -400, building up to —%@

BUDGET SECRET NOT TO BE COPIED
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‘@ B Gt CIST O

1lish stamp duty on shares fraom 1/1/90

‘ note.

Cost on Stock Exchange turn-over and share prices. Net of extra yield from
CGT, - CT, Income Tax, as a result of increase in transactions: assumptions
under i , and subject to revision.

If abolition from 1/1/90, cost in place of line 8: -140, -900.

9. Life assurance

4y
From 1/1/90: %

- Life Assurance Po abolished
- rate on policy hol and gains cut to 25 per cent
ot
- expenses from pensions business only deductible from pensions profit
. - relief for acquisition expenses spread over 7 years, but change phased in
4 steps. '9
o 2

10. Pensions, PEPs, Share Schemes, Unit Trusts %

1989-90 0@ 1990-91
ime%] base

non-indexed base indexed base
Pensions neg neg neg

PEPs - 5 - 5

Employee Share Schemes - neg - neg @-neg

(¢

e = = @%

- 10
. Unit Trusts nil nil }x
-1

Total - 5 - 5

BUDGET SECRET NOT TO BE COPIED
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.@ E
L

% h limit of £60,000 on earnings on which tax-privileged pensions can be

so maximum privileged pension of £40,000, maximum tax free lump sum
000; any excess taxed;

- limits apply only to new pension scheme members; indexed to prices;

- increase @entage of earnings payable to personal pensions attracting

tax relie to cash limit.
- increase in limit on investment from £3,000 to £4,800, and on

irwestrrentinunitarx:lj@ae’s t trusts from £750 to £2,400. Full year

cost in long term of -30. \
/t\v& Q\ﬂ

Employee share schemes ; \‘\m
i harec imi

- increase FA 1978 all-employee s limit from £1,250 or 10 per cent
of salary to £2,000 or 10 per cent

- increase FA 1980 all-employee SAYE share @ limit from £100 to £150 per
month S

- increase statutory limit on share price discount for FA 1980 schemes.

BUDGET SECRET NOT TO BE COPIED
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- annual cost expected to build up to between 5 and 10
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@ corporation tax relief on company contributions to employee benefit trusts.
Could build up to -20.

- reduce CT rate on unfranked income from 35 to 25 per cent from January
1990.

11. Schedule E: lur%sa
\\) =
Cost is transitional. Yie ! !li :J.n 1991-92 and +50 in 1992-93.

ON

12. PRT: umemtalulvestnmtrqélﬁ

Assumes behavioural effects - ie increased development expenditure. Cost reduced
. since last week because extra expenditure now expected to start later. Expected to

have yield after 1990-91. ‘9

13. VAT bad debts, registration etc 0@

1989-90 1990-91

Bad debt relief - 50 e

[asry
w
o

Simplification of registration

%%

rules - 35
4G
Revision of default surcharge - 20 20 @
o g%
e
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15. Total direct effects

Not same as effects on PSDR.

MP estimate total c get measures on fiscal adjustment -810, -1070. ‘\NL

@
<
©
o
@
%
. <
A
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£ 14 OF TABLE 1)

contains only those starters which cost or yield £5 million a year or more

£ million yield (+)/cost (-)
1989-90 1990-91
Changes from Changes fram Changes fram
a non-indexed an indexed an indexed
S base base base
Decided %
32 VAT: charities =il D T = 5D
40 VAT: r + d cars - 5 -« 5 g
107 Relocation costs 45 + .i1B +: %30
Part of Age allma@
100 - over 7 - 10 - 10 - 15
- reduce
withdra @ - 5 - 5 - 5
115 Employees' ma
interest - neg =315
116 PRP @ - 10 ~ 18
154 Over 60s private &ik nil - 40
medical insurance
204 BES: withdraw relief on
’ loans to buy shares + neg + neg + 5
206 Close company - neg - neg - neg
legislation
216 CGT: unincorporated
businesses trading nil <o nil ~ 35
losses
251 CGT: freeze exemption nil © nil Ho 30
limit
292 CGT: ahnlish tax + neg <+ neg 25
deferral on gifts
259 IHT: index threshold - 35 nil nil
261 IHT: instruments of A + 5 £ =15
variation
453 Deep discounted bonds
(COBO) nil nil
633 Sale of numberplates + neg + neg 1 <>
650 ITV levy nil nil + 6
. Decisions needed %
151 Covenanted membership
subscriptions - 5 - 5 - .5
TOTAL - 65 - 30 + 40
BUDGET SECRET NOT TO BE COPIED
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. 1.9@15 in starter reference sheets, under Finance Bill Starter number in first

25 T@% following starters which protect existing revenue:
119 Mixed resident and non-resident trusts
254 OGT: non-resident campanies trading in the UK
264  (OGT: avei on sale of subsidiaries
400 Tax i tax credit payments to US campanies
These have a cost if not impl

3. Starter 100, age recard shows cost of indexing over 80s'
allowance and extending it to all o{é 75. Alternatives:

. - increase allowance for over 80s by 10 per cent: cost becomes -10, -10

- double index allowance for cost becomes -15, -20.

4. Starter 116, PRP: includes effects of c announced 3 February.
5. Starter 154, private medical insurance: January. Cost revised to
reflect decision on high rate relief.
<o
6. Starter 216, OGT: unincorporated businesses' trading losses: cost uncertain

(range -25 to -50). Assumes change does not apply to gains realised before 1989-90.
Full year effect could be -50 to -100.

T Starter 453, C0OBO: now includes index linked bonds with 1 A 0 more than 3

N

@ \@%«U& @%\%

years.

- 10 -
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A Starter 633, sale of

@and prices.

e following starters still in play are expected to have nil or negligible
ield in 1989-90 and 1990-91:

%@'se: power to estimate revenue duties payable

2
3 Excise: restriction of duty-paid blending of made-wine

4 Excise: measurement and declaration of original gravity of beer
5

6

Excise: misdescription of substances as beer

Excise: o ties relief
34 Raise hold from £22,100 to £23,600
36 Right to t of VAT/excise duties and consequential changes

62 London Port ba NG endment to CEMA Section 17
63  Unauthorised discloswre Of confidential information (C & E)
103 Secure accommodation ﬂ >
114 Taxation of employee priority in company flotations
118 Trusts

‘ 158 Charities: payroll giving limit
205 ACT: change in ownership
207 Capital allowances at sports
209 Capital allowances: pre-consolidagjo; ts
212 Reopening of claims etc
213 Extension of pre-trading expenditure ¢e
218 Lloyd's stock lending
255 CGT: technical changes associated with rebasing
256 CGT: chattels exemption
262 CGT': sterling non-qualifying corporate bonds
263 Gifts to housing associations

404 Tax charge on switching investments in offshore rella funds)
450 Keith committee: administrative improvements

451 Sub-contractor tax scheme /gk
(

452 Unauthorised disclosure of confidential information

=11 =
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(}Q 453
7> 455 Electricity privatisation: miscellaneous taxation provisions

¢ trade licensing

¢ special types

¢ recovery vehicles

¢ dishonoured cheques

: update reference to "registration book"

grass cutting vehicles

651 Government stock: small estates

652 Gilts redemption monies: new procedures

654 Redemption 3% 1986-1996: wind-up of Anmuities Account and Sinking Fund

PN
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SCORECARD OF 16 FEBRUARY 1989

TABIE 3: STAFFING EFFECTS

&
@ Effect in man-year temrms in
' @  1989-90 1990-91

1. Freeze excise duties nil nil
£ 2 Reduce duty on
: unleaded petrol nil nil
35 VED: coache
lorries nil nil
4. VAT: non
: construction + 45 + 130
5. Index IT threshol + neg +- 20
6. Increase car scales '
: by 20 per cent nil : 5710
7. CT: raise small %
it campanies thresholds nil nil
Savings
‘ 8. Abolish stamp duty
on shares from 1/4/90 - nil - 30
9. Life assurance
10. Pensions, PEPs, Share
Schemes, Unit trusts
Other
11. Schedule E: receipts
basis
12. PRT: incremental
investment relief
13: VAT: bad debts,
registration, etc
14. Other starters
15 TOTAL

= 13 =
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TABLE 3
= N/
These Revenue Departments' preliminary estimates.

On line 4,&&1\5 have provision in the PES baseline for extending VAT to
non-domestic construction etc.

Line 11 would save 100 staff in 1991-92 and 175 in 1992-93.

Line 14 breaks down -
@ 1989-90 1990-91
Over 60s medical insuranc o 0 s 28
(includes setting-up cos 89-90
Index IHT threshold y ; + 5 +-.10
CGT: freeze exemption limit nil Fee
‘ CGT: set off trading losses** + neg : + 5
No change in threshold for
stamp duty on housing*#* _m';l_ £55
TOTAL 0 15 =055

+45 in subsequent years.

*k ng%k@
up to +10 by 1991-92. ;

dedkk +10 in subsequent years.
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BUDGET - CONFIDENTIAL

Board Room

H M Customs and Excise
New King’s Beam House
22 Upper Ground
London SE1 9PJ
Telephone: 01-382 5011

FROM: P JEFFERSON SMITH
DATE: 16 FEBRUARY 1989

P Jefferson Smith
Deputy Chairman

CHANCELLOR

CAR TAX RELIEF ON CARS SUPPLIED TO MOTABILITY FOR LEASING

You asked for further information regarding the above proposal.

Takeluptof presentureliecfs

il DSS tell us that Motability currently own about 67,5C0 vzhicles
which are either on lease or the subject of a hire-purchase agreement
with the disabled owner. Vehicle purchases in 1987 and 1988 =otalled
17,500 and 28,400 respectively; approximately two-thirds being
subsequently leased and one-third sold on hire purchase to disabled
perscns. We understand thet Motability has the capacity to process a
maxirum of 40,000 vehicles per annum. The revenue cost of a relief
on car tax for leased vehicles would be roughly £5m in 1989-9(C and
£10m in 1990-91. This could, of course, increase if the leasing
became more attractive as a result of any concession. The concession
would be worth about £400 per car, and Motability could be expected
to pass it on in lower initial payments and insurance charges, thus

increasing the uptake of thz= scheme.

Distribufion:

Chief Secretary Mr A C S Allan Chairman )
Financial Secretary Mr Macpherson Mr Finlinson )
Paymaster General Miss Simpson Mr Wilmott )
Economic Secretary Mrs Chaplin Mr Nissen ¥ % S
Sir Peter Middleton Mr Tyrie Dr McFarlane ) ~
Sir Terence Burns Mr Call Mr Allen )
Mr Anson Mr Holloway )
Dame Anne Mueller Sir Anthony Battishill) Mr Deedman )
Mr Wicks Mr Beighton )

Mr Hardcastle Mr Isaac )

Mr Byatt Mr Painter }- AR

Mr Scholar Mr Bush )

Mr Culpin Mr Calder )

Mr Gilhooly Mr McManus )

Mr Michie
Mr Pickford
Mr Riley

Mr Sedgwick
Mr Matthews
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e We cannot give a figure for the number of disabled drivers, ie
disabled persons holding a driving licence. However, DSS say that
565,000 persons claim mobility allowance, and these are the people
eligible to get cars from Motability. This figqure includes non-
drivers, eg those under-age, but the mobility scheme extends to the
provision of vehicles for disabled driver and non-driver alike (ie
including those wishing to use the vehicle as a passenger). Mobility

allowance will be £24.40 a week from 1 April.

Scope of present reliefs

3% It may be helpful to summarise the existing reliefs.

4. There is complete relief from VAT and car tax on vehicles
"designed or substantially and permanently adapted for the carriage
of a .... disabled person in a wheelchair or on a stretcher." This
applies whether the car is hired or purchased. The eligible
population must be very small. Because of the cost of conversion, in
relation to the tax relieved, the relief is effectively self-

policing.

5 The cost of adapting a vehicle to suit the needs of a disabled

person is relieved of VAT by zero-rating the supply.

6. Vehicles used exclusively by a disabled person in receipt of a

mobility allowance are exempt from vehicle excise duty.

7l At present, neither VAT nor car tax is relieved on cars
purchased by the disabled, other than those for whecclchair or
stretcher travellers, even though the cars may have some degree of
adaptation. This is essentially for reasons of control: it would be
very difficult to check on subsequent use and disposal of the cars
which may be ordinary production models, so as to prevent disabled
people from abusing the scheme by purchase and rapid resale. The
difficulty is both of official resources and of appearing to hassle
the disabled.
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8. Where Motability buy the vehicles (VAT and car tax paid) for
leasing to the disabled, VAT can be reclaimed as input tax in the
normal way. Since the hire of vehicles to the disabled has since

1984 been a zero-rated supply, VAT is effectively relieved.

Why no car tax relief?

9, Reliel [rom car tax on vehicles bought by Motability for leasing
has previously been refused partly on grounds of revenue cost and

partly for control reasons. Car tax is a single stage tax charged on
manufacture and it is impractical to police subsequent use. If there
was a concession for Motability leased cars, this would be given once
for all, when the cars were acquired. It would seem desirable to

stipulate that the relief was conditional on the leasing being for a

three year period.

Form ot Legislation

10. In the note for the previous Overview, we advised that the
relief could be given by Order. 1In view of the need to set
conditions, primary legislation may be required. If you wish to

proceed with this relief, we will consider this point further.

(=5

P JEFFERSON SMITH
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FROM: J F GILHOOLY
SN
\?éi;2> DATE: 9 February 1989
‘ cc Chief Secretary

Financial Secretary
Paymaster General
Economic Secretary
Sir Peter Middleton
Sir Terence Burns
Mr Anson

Dame Anne Mueller
Mr Wicks

Mr Hardcastle

Mr Byatt

Mr Scholar
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LOLLIPOPS

We have done out usual annual trawl of Customs, ((t Revenue
and the Treasury (including Treasury Ministers Special
Advisers), for measures which are cheap, popular ple
to draflL. We have turned up only three, detailed at A.
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2, The crop |[iBUHMDEBEENLIESTe@&NhYinly because existing
<§;;;> starters already include lollipops: for example, Starter 32

(@ BUDGET SECRET NOT TO BE COPIED
O

(VAT and Charities), Starter 100 (additional relief for the

ver 75s or over 80s and reducing the marginal withdrawal

‘ for age allowance), Starter 158 (doubling the limit for
11 giving). Some were on the lollipop list for the 1988

but deferred to this year.
3 < The three possibilities are:

(a) A stamp duty relief relating to intra-group

transfers of property.

would undoubtedly be welcomed by
tative bodies such as the CBI and the Law
ho press for it each year in their
Budge resentations. It has very little
1, but the Revenue advise that the
little, the staff cost negligible

and very Finance Bill space would be
needed '
‘ (b) Extend duty exemption for small-scale bingo

This would raise <§§§§>say a quarter) the prize
limit above which all-scale bingo becomes
liable to duty. The é%é would be under £2m in a

full year, the change c <éd made by order and
i
co

there would be neglig ffects on Customs'

staffing and on traders' ance costs. The

i3
commercial halls, however,<>would oppose - they

oppose the existing exemption for non-commercial

bingo.
(c:) Car tax relief on cars supplied to M&t 'lity for
leasing N2

You have considered this in the past, an w ed
it brought forward to look at again thi gé

It meets . the ILollipop criteria, but
o A
2
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incraaBeUIye}Eqi}errsON{inleges compared with

thoseéavailable to the disabled generally. Cost

ii would be about £7% million.
. ler details of these three ideas are set out in Annex A.

None of the three 1looks irresistibly attractive for
this r and you may feel that they are not worth pursing,
giv that there are already several Lollipops included in

the existing starters.

S Finally, I should mention one other proposal, not
pop, but turned up in the trawl. Starter 110

£100 to £150 the monthly 1limit for
e FA 1580 all employee SAYE-related share
option scheme. resent facility is confined to savings

in Building Societies and the DNS. MG have proposed
extending it to banks 5 We are pursuing that separately

©) S N
with the Revenue, aqzsjs submit separately about it to the
Financial Secretary.

strictly a

would increase
participants

2
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<€ii§> Stamp duty group relief

g stamp duty law provides exemption from the normal
1 ﬁ2;2§§nt charge when land or other property is transferred
between companies in the same group. (The same provision
likewise cancels the 0.5 per cent payable on intra-group
transfers of shares; but this particular duty is to be
abolished altogether from 1 January 1990.)

The relief @

not extend to

transfers between associated companies does

ase duty charge, which applies on the
grant./tof-"a’ n And in order to qualify the two
pass a more stringent ownership test
in tax law: 90 per cent, not 75 per

The case for extending the

companies involve
than 1is wusual else
cent, ownership is r
relief and relaxing “Vt nership test was aired in a 1983
Revenue consultative é;/ﬁment Since then the major
representative bodies have continued to press on both these
. fronts. Meeting their points by extending the relief to
lease duty and reducing the ownership percentage to 75 per

cent would have some revenue co*ough this is 1likely to
d

be modest. Any staff cost WwWol be negligible and the
Finance Bill drafting short and sfagig?
Ogéizz
B Extend duty exemption for small bingo
&

Small scale bingo, played mainly in non-profit-making clubs,
is exempt from duty unless the stakes or prizes exceed £400
on one day or £1,000 in a week. If the limits are —exceeded,
all bingo in the club becomes dutiable fo
13 weeks. Most clubs operate successfully within
but the Committee of Registered Clubs Association
argued in recent years that they should be

T NOT TO BE COPIED
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be a reduction BWDGEFE LISTeOQRAHbYe | period. Strong
l/CQ Parliamentary support has been organised and a new clause was
(g;§§> put down at Committee stage of the 1988 Finance Bill to
<<iii>ncrease the exemption 1limits to £500 (daily) and £1400
‘ ekly); the clause would also have reduced the chargeable
d from 13 weeks to 4.

I ézé;éfters wished a concession could be included in the
Budget proposals. We suggest suitable increases would be
from £1,000 to £1,250 in the weekly limit and from £400 to
£500 in the daily limit. This could be accompanied by a
reduction from 13 to 9 weeks in the liability period of a
club which Zﬁﬁ%%ys the exemption limits. The objectives of

the perio to prevent frequent registering and

deregistering \&f bs and to provide a deterrent to too many
usjoms and Excise could cope with a 9 weeks
t of these changes should be less
full “year. Changes in small scale
e by Order. Effects on staffing

sts would be negligible.

"boom" weeks.
period. The reve
than £2 million
exemption limits can
and on traders' compli&n

The Bingo Association of Great Britain, representing the

‘ commercial halls, is opposed to existing (and further) duty
exemption for non-commercial bingo‘I
o Car tax relief on cars qﬁgiied to Motability for

leasing

<3!::;’
Motability received very generous concessions in 1984 -

deliberately over-compensating them fo other tax changes -
which, since they took the form of zero rating for leasing
charges, gave considerable help to those choosing to lease,
not buy, from Motability. The Chancellor decided t to make
this further 1limited concession then, but saidQégﬁgould not
rule it out for the future. Revenue cost would b %‘.
the present volume of leasing (car tax only as W
already applies). The change would be made by
Order. As far as we are aware there is no real pressu

this. If given, the concession would increase Motabil
. privileges compared with those available to the disabled
generally.
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Mr Gilhooly
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Mr Call
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CAR TAX RELIEF ON CARS SUPPLIED TO MOTABILITY

You asked for ST comments on Mr Jefferson-Smith's minute of 16

February.

2 The key question is how far this concession might ease the
pressure for higher expenditure on disability benefits arising
from the OPCS reports. I think the answer is: a little, though
there must be a risk that it would simply be pocketed now and
forgotten by the time the government announces its response to
OPCS, perhaps in the Autumn.

¥ The following may be helpful background in the decision:-

(1) Take-up of Mobility Allowance (Mob A), the benefit
which entitles disabled people to get cars from Motability,
has been rising strongly, from 95,000 in 1978-79 to 530,000
this year. DSS expect further growth, to 675,000 by 1991-92.

BUDGET CONFIDENTIAL
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Expenditure has increased from £47 million in 1978-79 to £665
million this year.

(ii) Mob A is available to people who are unable or
virtually unable to walk. It does not have to be spent on
wheelchairs, specially adapted cars etc. §So a rise in the
numbers receiving Mob A does not necessarily lead to a
proportionate increase in people with Motability cars.

{iLl) Car tax relief on Motability cars would make Mob A a
more attractive benefit, because Mob A would be the ticket to
the tax relief. So Mob A take-up and expenditure might
increase as a result.

(iv) OPCS has shown that the average extra 1living costs
faced by disabled people are less than the existing levels of
extra cost benefits like Mob A. (eg for the most severely
disabled, these extra costs averaged £11 a week in 1985. Mob
A is now over £24 a week.)

(v) We have announced 3 concessions on disability benefits
in recent months, two of direct relevance here:

* an increase in the maximum age for receipt of Mob A
from 75 to 80, partly to ensure that those coming up to 75
and still making payments to Motability would not be forced
to give up their cars because of the loss of income from Mob
A;

* a £5 million special donation to Motability (in 1988-
89);

* an increase in the income support premium payable to
disabled people over 60 (from October 1989) as part of the
poorer pensioners package. Single people will get an extra
£2.50 a week; couples £3.50. (The poorer disabled under 60
gained about £70 million a year under the April 1988
reforms.) In addition, DSS makes continuing contributions to

Motability administration costs.
BUDGET CONFIDENTIAL
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4. On the whole, I doubt whether the public expenditure interest
strongly favours this concession. In one respect (iii above), it
would even be adverse. 1In any case, we have done quite a lot for
Motability recently. Perhaps it could be looked at again next
year, if we were under pressure to do more in response to OPCS.

BY o

J P MCINTYRE
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MINUTES OF A MEETING HELD IN THE CHANCELLOR'S ROOM
HM TREASURY, AT 6.00 PM ON MONDAY 13 FEBRUARY 1989

Present

Chancellor
Financial Secretary
Mr Scholar

Mr Culpin

Mr Gilhooly

Mr Sharples

Miss Hay

Mr Ford

Mrs Chaplin

Sir A Battishill - IR
Mr Beighton - IR

Mr Haigh - IR

Mr Deacon - IR

Mr Newstead - IR

Mr Newton - Government Actuary's Department

LIFE ASSURANCE

Papers: Mr Deacon's note of 9 February; Mr Gilhooly's note of

10 February.

The Chancellor invited the meeting to consider the options

summarised in the papers. In preliminary discussion, Mr Newton

confirmed that he was content with the calculations set out in the
papers. It was noted that the calculations assumed 7% per cent
growth per annum. The yield figures were at constant 1990 prices.
The yield in Year 1 was lower in the ten year spread than in the
seven year spread in the Tables only because of the way the
particular phasing packages had been put together; the annual

yield could be altered if Ministers wished.
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3 Mr Newton said that GAD's main concern was that any changes

should be phased in, to give companies time to adjust. He was
more concerned with the impact of the changes in the first year or
two than with the later years, by which time the companies should
have set in train whatever adjustments they judged desirable. He
added that, if Ministers chose one of the "high start" options, he
did not believe this should cause unreasonable difficulties.

3. The meeting considered various possible combinations of
spreading and phasing. Mr Beighton argued that the industry might

react quite favourably to the figures in Schedule C of Mr Deacon's
note. Although the industry would not welcome bringing
acquisition expenses into tax, this would be offset to some extent
by the reduction in tax rates. Mr Haigh confirmed that the
"establishments" basis of taxation meant that subsidiaries of
UK companies operating in other EC countries would not be put at a
disadvantage to their local competitors by the changes envisaged.
Mr Deacon said that the companies most affected by ring-fencing of
pensions expenses would be those which combined pensions and other
business: these were the companies which had gained the largest
"uncovenanted" benefit from the present arrangements. Mr Newstead

said that it would be the most efficient companies which were

likely to gain most from the overall package.

4. After some discussion, it was agreed to go ahead on the basis
of a "high start" package, with four steps and a seven year
spread. It was noted that the end result of such a package would
not be greatly different from that achieved by confining any
change to abolishing LAPD, and ring-fencing pensions expenses.
However, other things apart, it was necessary to reduce tax rates
because of the need to make changes in the taxation of unit
trusts, and this provided a justification for the wider package.
It was noted that the full year mature yield of the package would
be around £225 million.



5. It was agreed that the start date for abolishing LAPD

be 1 January 1990.

14 February 1989

Distribution

Those present
PS/Economic Secretary
Sir P Middleton

Mr Tyrie
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RESIDENCE

I have discussed with officials a possible receipts basis of
assessment to strenghten and/or replace the current
remittance basis for the foreign income and gains of non-
domiciled residents. The idea is discussed in the Revenue
papers of 3 February.

My view is that such a scheme would be very difficult. A
receipts basis sounds attractive, since it (at least
superficially) eliminates the capital/income divide which
bedevils the remittance basis (remitted income is taxed, but
remitted capital is not). However, as the papers show, if we
are not to penalise genuine inward investment into the UK,
there has to be some sort of let-out for some sorts of
capital receipt. 1In which case we have to reinvent the wheel
by drawing the line again.



From that starting point we are, with inexorable logic, drawn
into the whole paraphernalia of a segregated account; aa

inventory of assets; exemptions for qualifying assets,
temporary imports and exports; special rules for gifts and
legacies; and anti-avoidance provisions for benefits and
loans. Such a system would I am sure be carica_tured as an
Orwellian nightmare of intrusion and policing. And it would
add considerable compliance costs, not least in the need for
the regular valuation of assets. Moreover, the "fallback" of
being able to adopt worldwide income does not strike me as
being very attractive, whatever its merits in logic (giving a
let-out for the person remitting only genuine capital for
instance). To have as a fallback an option we have already
forced to reject would be difficult to sell!

I did consider whether we could skirt around the capital/
income divide and tax all receipts, albeit at a low rate.
But that does not solve the problem for people remitting only
capital, who would be justified in complaining loudly. Nor
would it stop (non-taxable) transfers into the UK in years of
non-residence. In short, it would be both ineffectu.al and
resented.

This is disappointing. Without a receipts basis for the non-
domiciled resident, we are left with the minimalist
possibilities set out in paragraph 9 of Mr Houghton's paper;
the residence rules themselves, anti-avoidance measures such
as dual contracts, the CGT one-year drop-out and
Reed v Clark, and preventing the ceased source device. There
is also the option of taxing the non-domiciled British
resident on a worldwide income basis. Though that would
require a comprehensive yet reasonable definition of
"British", and would not be easy.

been
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In the light of all this, I have been thinking about what you
can say in the Budget speech. My suggested line would be:

- most grateful for all the responses to the
consultative document;

AN - but some people have asked for further consultation

in certain areas (deliberately vague);

- and so we have decided to continue the process to

- see what can be done about them;

- however, we have definitely decided not to pursue
the worldwide income approach;

- nevertheless, there are specific things which we
intend to put right whatever happens (those in the
paragraph above).

I see no alternative to this approach. A further period
of consultation may yield some ideas, particularly since many
of those complaining about the worldwide income approach also
suggest instead a strengthened remittance basis. We could
see what they can come up with.

I still believe that the worldwide income basis is the right
way to tax non-domiciled residents. It did occur to me that
if we had a 17 out of 20 year test (instead of the 7 of out
10 propos<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>