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LOCAL DOMESTIC TAX
T ittee considered issues related to the local domestic tax.

Distr@«ﬁl Effects

MR SMITH TMENT OF THE ENVIRONMENT) said that he had carried out

further ana f the effects on households and taxable units of the

proposal to @ a local charge comprising a property and person-based

elements. As MX S had now decided there should be a 'safety net grant'
{e no shifts in resources between areas when the new

local government finyynce system was introduced, the distributional effects

to ensure that the

were much reduced. Only 2 per cent of households and 10 per cent of tax units

would lose by more than 2 p ent of their net income. In general, single

householders gained while EDfadult households lost. ‘There were 144,000 large

gainers, largely single house S on low incomes, while 220,000 tax units

faced large losses, the majorit single non-householders, and
predominantly unemployed but not ing for housing benefit.

He had also examined the implications @o sing Benefit workloads. The
Department of the Environment (DOE) had ed that an additional 750,000

claims might be made, while the Department %lth and Social Security (DHSS),
who had started from different assumptions, %fugure at 1.3 " millicn.
There would be negligible effects on marginal ﬁes and replacement ratios,

although there would be a slight reduction in th ntives for unemployed
young adults to take work. The effects of the loca ernment reform would

be very much smaller than those implied by the SocialVSecurity Review, and
very few people would lose from both reforms. In general, single pensioners
and young single households, who would lose under the Soci urity Review,

would gain under the local government proposals. There wer er, some
pensioner couples who might be adversely effected by both sets

osals.
In discussion the following points were made - @/
a. Because of the decisions which had been made about the grut@@

mechanisms, the level of the residents' charge for an equivalent lev

service would vary between authorities according to the existing varia
rateable values. /
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found from the standard
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7 net grant would be
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authorities would still receive
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sessed need. No final decisions

/7]

variations 1n a

{/9 I ,a: en as Lo whe Clse 2 4 vl.e sare ty ne ) n u.l.d be Y S1 t 1 Ona]

1 A~ en xen E ra t WO | an

< 7 Jicllic a v.v.\.«uu;. 4L had ;ee! env .;.‘ > e IIltht rema E 1 xed il 1=
enc, = L 1 a(]ed e LT

vely making it transitional but over an extended

few people would see a loss of more than 5 per cent
under the new charge, existing rates accounted on
e — — - -

incomes. Some large households might

Stééfé%?} Scotland would be arguing that there
7

should be no property eLemen%éé%%Fgé

local tax.
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the rates element.

eduction 1n

@ That ail future

wn

increases 1n

component. system would be compati ith a transition either to

a combined tax or to one based on the resi harge alone.

TEE CHAIRMAN, summing up this part of the discussio said that there would be

three key issues for Ministers to consider: the acceptability of the distributions
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tne proposed local charge; the need to introduce istration
systems for all adults; Wi

and the political issues associate the introductioh
of a new tax. It would

be important to have the decision as ther there

should be a property element in the local charge on a continuin 1S, as
this would affect crucially the presentation of the proposals in en

Paper. Ministers would have to

in due course.
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. %The Committee -

Took note, with approval, of the Chairman's summing up of this part
eir discussion.

The ValuéégéSQBase for Property Taxes
N

MR WARD (D

OF THE ENVIRONMENT) said that the second specification

report had sug that the property element of the local domestic tax might

be assessed eit capital values or on floor space. The former alternative

had been ruled out nisters. Ministers had also been keen to minimise the

degree of turbulanc ssociated with the introduction of the new regime,

and while it was not possible to exemplify the effect of switching to floor

space (because no data was ilable) it was clear that the better alternative

would be to retain annual n values. This did, however, raise the

question of re-valuations. I being proposed that 1973 should continue

to be the base year for assessiTg tal values (ie there should be no general

re-valuation) but that each time ~::%T.ip changed there should be a

I\
re-valuation to take account of phys h

E§5§> anges.
in tax for existing owners on accoun

This would avoid any increase

provements to their properties.

The Government had announced in 1983 that

\ uld be setting in train the
- work necessary for a non-domestic re-valuati a%ééii the option was to be kept
at

open of introducing new values in 1989 (the e e date by which the general

%sm to announce the

reform package could be introduced), it would b

start of work before Christmas.
In discussion the following points were made -

a. Under the proposals for re-valuation, changes in<§;;i> perty market
would not be taken into account, except to the extent th e moving

their

2

into the up-and-coming areas often made physical improveme

homes.

b. On average ownership of homes changes every seven years. T

would lead to about 1.5-=2 million re-valuations a year.
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) It would be necessary to restrict the rights of appeal against
ol Y
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aluations other than at times of change 1n © ership |

to rented accommodation was an

ant issue that required further thought.

e ial buyers of property would need some indication of the lik
rateabl L%, but in practice local sstate agents should soon become
g

g reasonable estimates.

@ The application of the proposals

skilled

£ The Secri{of State for Scotland was likely to propose that

turnover should taken into account in fixing the rateable values of

commercial premises. The aim was to assist small shopkeepers with on

limited ability to pa s, but this would have the effect of penalis:
the efficient use of ¢ @ ; ‘.
THE CHAIRMAN, summing up this p the discussion, said that it was fully
recognised that there would be dirf ies with the DOE proposal, but all

alternatives in this area gave rise lems. Ministers would have to
consider the alternatives at their fo g meeting. '
The Committee -

Lo Took note, with approval, of the Chail i

s summing up of this

part of their discussion. @ i

Cabinet Office
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