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Paul Gray Fsq . Your ref.
" Private Secretary to :
The Prime Minister
10 Downing Street
LONDON
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COMMUNITY C

EBATES
Your'.letter of _ ril (not copied to all) set out the
conclusions of a ing held by the Prime Minister that
afternoon at which Mr Mates' amendment to the Local Government
Finance Bill was discussegds and it wamsagreed that an appropriate

. response would be a reduCtion in the slome of the community

charge rebate taper.,

have discussed

ions have been
epartment of Healthn
he Welsh Office

ow writing to

te, with the

ake orally at

sury official
ge and the op
tary; and the
ish Office and
cussions., I am
ecretary of Sta
ishes to 1

Since that meeting
further the cost o
considered with th
and Social Securit
have been brought

confirm the propos

Chief Sec
YrEheiSeat
nto the di
1 that my

My Secretary of State wroposes that the ¢ mmunity charge rebate
taper should be 15p in

community charge - that is 1989/90 in Scotl
England and Wales. The cost, in a full year, imated at 2115
million to £130 million (GB figures at 1988/89

S Yool Thas
estimate is sensitive to assumptions about take o‘d the size
of the community charge.

My Secretary of State agrees that the cost of reduci taper
from 20p to 15p should in this particular case be off the
levels of Government grant to local authorities in the }
countries in the relevant years. This means that a small¥amount
will be added to all community charge bills to finance these
additional rebates for the less well-off as agreed at ‘the
meeting. Obviously, however, the details of the figuring cannot
be resolved now, as the relevant grant totals have not yet been
set.
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In announcing what is proposed in the debate on Monday, my
Secretary of State will explain that the effect of reducing the
taper will be to extend the rebate system further up the income
scale, so that about an additional 1 million community charge
payers receive rebates who would not have done so with a 20p
taper. Many of these are individuals who would have been helped
by the Mates 50% band. So the Government has secured much of what
the Mates amendment was seeking to achieve, but by a simpler and
more appropriate route.

My Secretary of State agrees that it is essential that no

ion of a possibility of a change should be given before

ing with backbenchers tomorrow evening; and that precise
uld not be given before the debate next Monday.

I am coL@this letter toflENiEl¥ansicChancellor of the
Excheque ice), Jill Rutter (Chief Secretary's Office),
Alison Smi rd President's Office), Murdo Maclean (Chief
Whip's Offic offrey Podger (DHSS), David Crawley (Scottish
Office), and ortridge (Welsh Office).
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Private Secretary
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COMMUNITY CHARGE REBATES

Following this morning's discussion at Cabinet, I enclose a copy
of the statement which my Secretary of State will be issuing this
evening and on which he will be drawing at the meeting of the
Conservative Backbench Environment Committee.

The substance of the statement is also to be incarporated in an
Answer, also to be given at 5.30pm this evening, pursuant to an
earlier PQ from Eric Forth MP. I would be grateful if recipients

of this letter could ensure that the confidentiality of the
statement is be observed until then.

Copies go to Alex Allen (Chancellor of the Exchequer's Office),
Jill Rutter (Chief Secretary's Office), Alison Smith (Lord
President's Office), Murdo Maclean (Chief Whip's Office), Geoffrey
Podger (DHSS), David Crawley (Scottish Office) and Jon Shortridge

(Welsh Office) and also to Trevor Woolley (Sir Robin Butler's
Office).
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COMMUNITY CHARGE - HELP FOR THOSE ON LOW INCOMES

The Government has today announced new and improved arrangements

for the reduction of community charges paid by people on low

incomes. These will reduce community charges for some _one

million people who would have paid charges
reduce further the charges

in o fal I STteiwa] )

paid by another 4 million people
eligible for rebates of up to 80%.

|

Under the Government's existind proposals,

i ncome support - the successor to

- will have their rates, or

all those receiving F
supplementary benefit

in future their community charge ;
bills, reduced by 80%. So they will

community —-charge for  the area

pay only 20% of the

in which they live. In

addition, their income support will include an amount to help

meet the 20% charges that they do have to pay.

Those with incomes above the income support level will also be

eligible for  .rebates of sup . tol 1803 according to their
circumstances. In 1988/89, with domestic rates, the amount
of their rebate is reduced by 20 pence for each £}

in their income. The Government

increase

has now decided that, when

the community charge is introduced, rebates should bhe calculated

on the basis of a lower 'taper', of 15 pence for every additional

£1 of income. This means that the amount of community charges

of those on low incomes will rise more slowly as their

incomes 1increase. Their rebate will be reduced by only 15

pence for every £1 rise in their net

income support level.

earnings above the

This reduced taper will come into effect when the community

charge is introduced - in Scotland in 1989 and
Wales in 1990.

in England and

Four million people will receive the maximum 80%

If a 20% taper had been used for the

reduction.
community charge, about
a further 4 million people would have

up to 80%. With a 15 pence taper,

received reductions of

rebates will extend further

up the income scale. One million &dditional adults will have
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their community charge bill reduced.

will pay reduced charges, and about
incomes above the income

About 9 million people

5 million people with
support level will have larger
reductions in community charge than

they would have had with
the 20 pence taper. :

=R

Of these 5 million, about three quarters are people who do not

pay income tax.

This improvement in the rebate proposals achieves a better

targetted result than the New Clause 1

proposal for a 50%
community charge for

those who do not pay income tax. But it
does so by a simpler and much less bureaucratic route,
anomalies, and one that avoids the

with no
earnings trap which New

It does not require an amendment to
the Local Government Finance Biin)..

Clause 1 would produce,
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London
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Telephone 01-210 3000

From the Secretary of State for Social Services
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COMMUNITY CHARGE REBATES

1 have seen Roger Bright's letter of 13 April to Paul Gray., : I do
recognise the political pProblem presented by the Michael Mates
amendment, and the need for a quick response attractive to our
Supporters. Equally, colleagues should be aware of the implications
of your proposals.

First, 1€ will do nothing for those on low incomes with capital over
£6,000 - precisely the group causing so much concern to our

Second, a major Plank of our defence of the reforms has been the
need to reduce dependency. Your proposal - with a substantial
increase in the number receiving means tested benefits - runs
directly counter to this.

I must also point out that tkz proposal would have indirect
consequences for public experditure - both administration and
benefit - as well as the direct cost in additional rebates. It is,
I hope, understood that T would not be expected to meet any of these
costs from within my own programme.

Subject to these points, I would be willing to go along with your

Proposal. It is worth adding one further point. If we can kill the
Mates amendment in this way, it will be politically vital to be able
to demonstrate that the poorest have been adequately protected '
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against the costs of the community charge. This means that the
level of compensation built into the income support rates for the
20 per cent contribution to the charge will be closely scrutinised,
and that we will face serious political problems if it is not at a
realistic level. I will write to you further on this point in due
course.

Copies to the Prime Minister, the Chancellor, the Chief Secretary,
the Lord President, the Chief Whip, and the Secretaries of State for

Scotland and Wales.
2 2
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/7 /) JOHN MOORE
(approved by the Secretary of State
and signed in his absence)
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COMMUNITY CHARGE REBATES

Following this morning's discussion at Cabinet, I en wclose a copy
of the statement which my Secretary of State will be issuing this
evening and on which he will be draw1ng at the meeting of the
Conservative Backbench Environment Committee.

The substance of the statement is alsc to be incerperatad in an
Answer, also to be given “t 5.30pm this evening, pursuant to an
earlier PQ from Eric Forth MP. I_would be grateful if recipients
of this letter could ensure that the confidentiaiity or the
statement is be observed until then.

Copies go to Alex Allen (Chancellor of the E chequer's Office),
Fill Rutter (Chief Secretary's Office), Aliscn Smith (Lord
Preode.t s Office), Murdo Maclean (Chief Whip's Office), Geoffrey
pPodger (DHSS), Da Vld Crawley (Scottish Office} and Jon shortridae
(Welsh Office) and also to Trevor Woolley (Sir Robin Butler's

Office).
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C‘Jr’iil'AUNITY CHARGE - HELP FOR THOSE ON LOW INCOMES

The Government has today announced new and improved arrangements
for the reduction of community charges paid by people on low
inconmes. These will reduce community charges for some one
million people who would have paid charges in full. It will
reduce further the charges paid by another 4 million people

eligible for rebates of up to 80%.

Under the Government's existing proposals, all those receiving
income support = the successor to supplementary Dbenefit
- will have their rates, or in fut';lre their community charge
bilks, reduced by 80%. So. ‘they. will - pay. only:«20% . of “the
community charge for the area in which they 1live. In
addition, their income support will include an amount to help

meet the 20% charges that they do have to pay.

Those with incomes above the income support level will also be
eligible for - —rebates —of - up— to--80% -—according - to -—their
circumstances. In 1988/89, with domestic rates, the amount

of their rebate 1is reduced by 20 pence for each £1 increase

in their income. The Government has now decided that, when
the community charge is introduced, rebates should be calculated
on the basis of a lower 'taper', of 15 pence for every additional

£1 of income. This means that the amount of community charges
of those on low incomes will rise more slowly as their
incomes increase. Their rebate will be reduced by only 15
pence for every £1 rise 1in their net earnings above the

income support level.

This reduced taper will come into effect when the community
charge is introduced - in Scotland in 1989 and in England and
Wales in 1990.

Four million people will receive the maximum 80% reduction.
I‘f a 20% taper had been used for the community charge, about
a further 4 million people would have received reductions of
up to 80%. With a 15 pence taper, rebates will extend further

up the income scale. One million additional adults will have



their community charge bill reduced. About 9 million people
will pay reduced charges, and .about 5 million people with

incomes above the income support level will have larger
reductions in community charge than ihey' would have had with

the 20 pence taper.

Of these 5 million, about three quarters are people who do not

pay income tax.

This improvement in the rebate proposals achicves a better
targetted result than the New Clauée 1. "‘proposal 'for ‘a 50%
community charge for those who do not pay income tax. But it
does so by é simpler and much less bureaucratic route, with no
anomalies, and one that avoids the earnings trap which New
Clause 1 would produce. It does not regquire an amendment %o

the Local Government Finance Bill.



