FROM: A J WALKER
INLAND REVENUE

CENTRAL DIVISION 2 _
SOMERSET HOUSE |

15 JULY 1985

Mr Savage

(Parliamentary Section)

(-_—\- v
SDP "GREEN PAPERS" N A

You asked for briefing to pass to the Prime Minister's office on the
SDP "Green Paper" on tax reform. The DHSS will brief the Prime
Minister's office separately on the "Green Paper" on benefit

reform.

Today's "Guardian" and "Times" give some details of the SDP
proposals. Press Releases were apparently issued over the weekend,
but the SDP office have told us that the "Green Papers" themselves
are not due to be published until the end of the week. We are
trying to obtain advance copies, and will provide further or revised

briefing as necessary.

General line to take

The Chancellor of the Exchequer in his Budget announced the
Government's own forthcoming proposals on personal taxation to be
published later in the year in a Green Paper. Do not want to

pre-empt that.
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As for the proposal for an "exemption of savings" tax (ie an
expenditure tax as proposed in 1978 by Professor James Meade), the
Government has considered that carefully on previous occasions, and,

as we have made clear, concluded that it would be impractical.

Individual proposals

Income tax should become an "exemption of savings" tax: ie

an expenditure tax of the type proposed by Professor James
Meade in a 1978 report for the Institute of Fiscal
Studies. Savings and investments would be free of tax,
but the realisation of savings or investments would be

taxed as income.

Line to take:

Government is constantly pressed for stability in the tax
system. We are prepared to consider the case for sensible
reform (eg transferable personal tax allowances). But
introducing an expenditure tax would mean major cost,
upheaval and uncertainty - for taxpayers, employers, their
advisers and the Government. Our priority is to reduce
the burden of income tax, and to improve its structure

where this is necessary.

Income tax and National Insurance Contributions should be

integrated. The tax threshold would be reduced, and the

NIC threshold increased.

Line to take

The Green Paper on Personal Taxation will examine
integrating income tax and employee NICs, and other
options stopping short of full integration but which

will bring the two closer together.




ii. Any new system should preserve, in some form, the
"contributory principle" for existing national

insurance benefits.

Abolition of married man's allowance

Line to take

The Government's proposals on personal taxation are to be
published in a Green Paper later in the year. The SDP
proposals would -

reduce tax thresholds for all married couples and

bring many couples into the tax net;

mean that the tax system would no longer take
acccount of marriage nor recognise that often one

partner is dependent on the other.
By contrast, the Government's proposals would
substantially increase tax threshold for married couples

where only one partner is in paid employment.

Perks, especilally company cars, should be taxed at

their full value,

Line to take

Government policy is that employees should pay same tax,

whether paid in cash or in kind. Although many believe

company cars are still not taxed at full cost, policy of
gradual but worthwhile progress better than one involving

precipitate action.

Capital Transfer Tax should be converted into an

inheritance tax.




Line to take

There are attractions in donee-based taxation. But a move
to donee-based taxation would be very disruptive for
donors, testators and their advisers. Even with penal tax
rates, it would not stop many people leaving their money
to their family, rather than spreading it more widely.
And, for given tax rates, a donee-based tax would mean a

lower yield and more bureaucracy.

I attach annexes which give more details on each point.
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PROPOSAL FOR AN EXPENDITURE TAX

Line to take

Government is constantly pressed for stability in the tax system.
We are prepared to consider the case for sensible reform (eg
transferable personal tax allowances). But introducing an
expenditure tax would mean major cost, upheaval and uncertainty -
for taxpayers, employers, their advisers and the Government. Our
priority is to reduce the burden of income tax, and to improve its
structure where this is necessary.

Background

The Institute of Fiscal Studies set up a committee chaired by
Professor James Meade to examine the structure and reform of direct
taxation. This reported in 1978 and recommended the introduction of
an expenditure tax.

Chancellor of the Exchequer said in 1984 Budget Speech:

"Some commentators have suggested that our entire income-based
tax system should be replaced with an expenditure-based system.
Even if a root-and-branch change of this kind were desirable,
it would, I believe, be wholly impractical and unrealistic.

But I do not believe we can afford to opt for the quiet life
and do nothing. So I have chosen the middle way: to introduce
reforms, some of them far-reaching, within the framework of our
existing income-based system. I shall also be proposing
transitional arrangements where I believe it fair and
appropriate to do so."

Would an expenditure tax help small business and enterprise? No.
Perfectly possible to give encouragement to enterprise and business
within scope of present income tax system. Government has
introduced a whole raft of measures to do this - eg highly
successful Business Expansion Scheme - and is following this up with
a concerted drive to lift the burden of unnnecessary regulation from
businesses.
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Annex 2

INTEGRATION OF INCOME TAX AND NATIONAL INSURANCE CONTRIBUTIGNS

Line to Take

(i) The Green Paper will include a chapter examining the consequences of
integrating income tax and employee NICs. It will also consider options stopping
short of full integration but which will bring the two closer together.

(ii) Any new system should preserve, in some form, the '"contributory principle"

for existing national insurance benefits.

Background

The SDP propose fusing income iax and employee NICS into one charge at a basic
rate of 30% levied on all income. (NTCS are only charged on earnings between the
lower and upper earnings limits - £35.50p to £265 per week). The result would be
a higher tax burden on income other than carninge and on carnings between the end
of the UEL and the start of the 40% tax band. The SDP sugpest keeping the 30%
rate for pensioners. Integration will be ‘considered in the Green Paper and the
responge can rest on this and the importance of maintaining the contributory
principle, whatever asystem i adopted. The advantages of fusion are simplicity,
reduced adminisirative cost for the Government, and reduced employer compliance
costs. The disadvantages are the increased burden on income other than from

earnings and on some earnings, and ending NICS as a separate charge means finding

a new qualifying test for existing national insurance benefits.




Annex 3

SDP TAX PROPOSALS: ABOLITION OF MARRIED MAN'S ALLOWANCE

Background

Jh SDP have proposed abolition of married man's tax allow-
ance (£3,455 for 1985-86 compared with single allowance of
£2,205). Husband and wife would each be given their own

non-transferable single allowance. Revenue saved from

abolition of married man's allowance (about £4 billion at
1985-86 income levels) would be used to provide new income
support benefits to the low paid and to increase child
benefit.

2l. Government's proposals for a system of fully transfer-
able allowances for husband and wife to replace present
married man's allowance will be set out in a Green Paper to
be published 1later in the year. In contrast to SDP
proposals, fully transferable allowances would lead to

substantial increase in the tax threshold for married couples

where only one partner is in paid employment. This is much
the largest group affected by the problems of the poverty

and unemployment traps.

Points to make

(i) SDP proposals would mean a large reduction in the
tax threshold for all married couples (not just
those where wife is in paid employment). As a
result, several hundred thousand married couples
would be brought into tax. All couples could find
themselves paying up to £7.21 per week more in tax

through the loss of the married man's allowance.

SDP proposals would mean that tax system would no
longer take account of marriage nor reflect the
very wide variety of reasons (including disability
and caring for children or elderly relatives) why
one partner in a marriage may be dependent on the

other. It is not sensible or practicable to seek
to provide for all these different circumstances

through the social security system.




By contrast, Government's proposals for a system

of fully transferable allowances would lead to a

substantial increase in the tax threshold for
couples where only one partner is in paid
employment. This 1is the largest group affected
by the problems of poverty and unemployment traps.
And the new system would continue to recognise
that, at different times and for different reasons,

one partner may be dependent on the other.




'Company cars and other perks would be taxed

at their full value'

Line to take

Government policy is that employees should pay same tax,
whether remunerated in cash or in kind. Although many
believe company cars are still not taxed at full cost,
policy of gradual but worthwhile progress better than one
involving precipitate action.

Points to make

Government's record excellent. Since 1979, car scales
increased by over 100% (50% in real terms). Proposal to
increase figures again from April 1986 by 10% - above rate
inflation.

Measuring benefits by value is difficult concept. Worth
of facility to one person may be very different from worth
another.

Cost incurred by the provider has been the measure used in
tax system for many years. This represents extra payment
provider could otherwise make in cash. In general, easy to
establish.

Background

General prirciple that benefits in kind (perks) taxed on the
higher-paid(those earning over £8,500, including expenses
and benefits) and company directors on basis of cost to
provider. This principle goes back to inception of taxation
of benefits in Kind in 1948.

In the case of provided cars, difficulties in establishing
private and business mileage led to introduction of
scale charge covering:

(i) availability of car for private use (April 1977
by the then Labour Government) ;

(ii) free fuel (April 1983).

Typically the car and car fuel charges for 1985/86 for a
1600cc car are:

Tax at 30%

Annual Monthly

Car scale charge 525 157450 13.12
Car fuel scale charge 525 157.50 1312
Total: £1,050 £315.00 £26.24

where business mileages are between 2,500 and 18,000 a year.




SDP GREEN PAPER

Convert capital transfer tax into an inheritance tax.

Line to Take

There are attractions 1in donee-based taxation. But
a move to donee-based taxation would be very disruptive
for donors, testators and their advisers. Even with

penal tax rates, it would not stop many people leaving

their money to their family, rather than spreading it

more widely. And, for given tax rates, a donee-based

tax would mean a lower yield and more bureaucracy.

Background

The SDP proposal seemingly follows Liberal proposals
discussed in recent Finance Bills. These would replace
the present donor-based capital transfer tax with a
tax cumulating gifts and inheritances received by each
recipient in the whole of his or her lifetime. The
aim would be to encourage donors to spread their wealth

amongst many recipients.

If such a tax successfully encouraged redistribution,
there would be more recipients, each with exemptions
and a tax threshold, than there are donors. So there
would be more record-keeping, unless exemptions were
increased, and a lower yield, unless exemptions were
cut and tax rates increased. In practice, most people
could be expected to leave money to their families

irrespective of the tax consequences.
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Benefits changes would shift

resources from rich to poor

SDP proposes

tax-free

to aid business

By John Carvel
Politieal Corrcspordent
T [ viadl sealerany rih
lished proposals ta reform the
Lixabion ang henptjr Phis to
shilt resources from rich to
poor and vncourage savings, in-
vestment and the growth of
smilll businesses

A green paper on taxation,
1o be debated at the party's
annual conference in Torquay,
sugnests  that Income  tax
shonld ha triialermng intn m

Lxemption of savings tax ",
All savings and investments
would be exempt from tax, but
the sale or realisation of say-
ings and investments would be
taxable as income.

The idea, based an #he Tdas
vi an expenditura fax prepoioa
by the Meade Report, would
allow “for the eventual aboli-
tion of capital pains tay

Invesiments in chorpe cavin =~
sthenis and small businesses
Jould be tax aeductible, just
as mortgage interest and pen-
sions schemes are now. But
when these savings were drawn
down and when houses, shares
or other assels were sold, the
proceeds would be regarded
as income and would be taxed
as earnings.

" Our reform will be a char-
ter for enterprise,” s5ays the
Ereen paper, drawn up by an
SDP working party chaired by
Mr Dick Taverne, the former
Lincoln MP who defected from
Labour and is a founder of
the Institute of Fiscal Studies.

“Most people will no doubt
continue to make saving for a
house and for a pension their
top priorities. But that will be
because these are good things
to save for, not because of the
lax advantages they attract.” It
Wwas reasonable to expect that
some savings now invested in
houses or pensions would be
put into more accessible forms,
or into small businesses.

Other changes include the
abolition of national insurance
contributions, to be replaced
by an integrated income tay
with a standard rate of 39 per

savings

cent (equivalent 1o thy

bined eurren

ol
b odsmbvw Wi OINe |
Lix and national insurance)
The tax  ihreshold. wil) be |
lowei than the present income |
tax threshold but substantially |
higher  than the present |
national insurance threshold, |
which the SDP regards as a
big advantage for the lower
paid.
Men and women would be

taxed separately and the mar-| B

d sien's alluwance would be
phased out. "Com any cars and|
other perks’ would be taxed at!
their  full value, Capital
Transfer Tax would be turned
into a more effective tax on
the transfer and inheritance of

it l4x proposals are accom-
panied by a separate paper on
social security reform, which
%2 SDP clalins would abolish
; wuverly and unemployment
traps. Supplementaiy benefit,
housing benefit, free school
meals and Family Income Sup-
plement would be replaced by
& new Basic Benefit, payable
through an integrated tax/ben.

"

efit system.

The new benefit would redis-|

tribute income
the poorest people, and would
be funded principally through
the haslalz outiof 1he“marrivd
man’s additional tax allowance.
There would also be an Tmtied.
iate 24 per cent real terms in-
crease In child benefit, bring-
ing the weekly value to £8.50.
The SDP accepts that there
Is a problem about the even.
tual cost of the State Earnings
Related Pension Scheme, It
proposes a compromise, to in-
crease basic pensions by 25
er cent at a cost of £4.5 hil-
ion, with £35 billion extra
revenue coming from the aboli-

in favour of | W

©

AMAZING FACES :

Paul McCartney (left) at Wembley g
, his performance. Joan Baez opens the American end of th

tion of contracting out of the
state scheme and the remain-
Ing £1 billion from savings on
means-tested bhenefits,

Fairness and Enterprise : tax
reform proposals. Policy on
Social Security Reform. Both
published by SDP, 4 Cowley
Street, London SWi

Communists expel'
Gill in Star purge

By David Hencke,
Social Services Correspondent

A Labour government would
frecze health spending in Lon.
don and the South-east while
Injecting extra money into the
relatively deprived health ser-
vices in the North and Woest,
My Michael Meacher, the
health spokesman, said
yesterday.
[* Mr Meacher was commenting
on an unpublished report pre.
pared by Department = of
Health ofticials for Mr Norman
Fowler, the Social Services
Sceretary,

The report shows that wide

Meacher plans Labo
with £3 billion boos



tak th .&m of State
Ins:; :: po'llee Advice and the

equipment made baton
into theuomof Iuyhz
M TRl ke
At least one poilum was
nerioully injured as the mob
lmushed plate _glass windows

Dnulu Hurd and

' the Gid‘ Constable have m.
at the insistence ;.L( the' Prime
Minister means palice in

m now g to
find themselves the enemies
of  both loyalists  and
republicans.™

slege for two days. Hundreds of '
troops were withdrawn and
only a small police presence

‘Court deals
speed:sale-
of BA

Mﬁtuml
hel
emﬂmtiq. "ﬁll rity .
slih being to mnter. the
aviation busi.ness

He said yesterday: "There
ertainly is no question of me
aceepting » -nny sum of money at
his moment in nme to be pu(
put to grass.” [

Sir Freddie | ‘
till wants the hito be told .
hbout claim ghat Airline and
tviation  companies conspired
o drive him out of business.

British A ys dndicated
hat its offer uld not be
onditional on' fim staying out
f the avintion® business. Bot '«
Sir - Freddie 'would " find it
ifficult to*stage’ a ‘comeback
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fl!!l'el Iﬂllltn i ticket’
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SDP would lift tax burden

By Phllip Webster. Political Reporter

TW&ISNJ

' The*Social Democratic Party
\r:stcrd:u,r proposed a’ radical
restructuring of the income tax
system under which all savings
and investments would be free

from tax .but; their sale. or dant

realization would be taxable as
income.

The proposals, aimed at
correcling the discrimination in
the tax sysiem against earners
and taxing the owners of wealth
more heavily, was in a package
of r¢forms 10 the tax and benefit
sysiems ‘which also included the
abolition of the prescnt national
jnsurance * system, and . the
Jaxation  of cornpmm perks,
szccially cars, at eir full

dcal for savings would ulti-
mately abolish the distinction

shares and their own businesses.

way as pcople who invest in
pensions or the business expan-
sion - scheme who now' get
preferential treatment,

capital-will be taxed as part of

will ne longer be treatéd more
‘favourably than earners.

on sayings

In its Green Paper Fairness

The SDP's Tong-term new
and  enterprise:  tax - reform

proposals the SDP says that the
Jpresent lax sysl.cm ls defective

d far from
niuon of ‘what is
ind . ; that |
efoded

between income and capital and
makc capital ,galm tax_redun: i1 the
“cétierent
daxable
l:xcmpuons
the tax base
Tax rates would start at 39
per cent, the combined rate of
mcome - lax: and insurance
contributions: Men and women-
would be taxed | separately,
It adds - that ' the State
Earnings-Related * ! '\ Pension
scheme should be l!'lodlﬂecl )
reduce its cost, rather than

phased out /
Sarah Hon. page 13

.

U dcr a_new exem lion of
1 - whb e

savings lax" small 'savers
invest in building socicties,

would be: treated in the same -

Spending from the sale of

income, .meaning that owners

Asianl arrivals'
at Heathrow
‘degraded’

The | lreatmenl of Asian
visilors arriying at Hcalhrow

.Alrpo ‘was ﬁou

r!_w)

e {
1 tHe wrote to MrLfg Bmtan‘
H me Seeretary: ou’ must
pt full " persondl
sthly for lhc
trgatment *
are dmmcd
inferviewed.”
st wcckend Mr' Howéll !

respon-
‘degradin
ple who‘

l ough _hot

sa;iélhc had 10 deal With - '!"' o4

raic cases of visitors ‘being
held without umioninh f?:
N between 9 and 4 hours'
His intervention' allowed  thém '
e porary entry. i waily: oo
¢ continued: P.&lmwmll

Thames denies franchise
threat in Dallas dispute
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campaign .
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invited because
interested in anyr
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an internal party
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h*! relations in distress outside;
12 ‘there is noudoubt: that: the
tem at Heathrow' has broken
own. That is the view of senior

i Tm-anorg officers, 10 whom |
" FItis'a scandal and § ts
infense resentment in the Asian

Community. 'Here * ire’ British‘
haurs on errd l! Terminal ‘three'

u-"fing degraded’ e '“’-

¥ 1

L% ] » f.:i .f)‘u. 1r

. the membemarc lik o ®
¢ a warning of for
Hescllm‘e‘;s DMKE‘

alfd me yllowcg ?

ll*_i ll.u

f:ri. Tt
Znde'.

‘phe ‘pnvd;e maqmmqﬁl

fund would be much® lesg than
- i a mvaﬁ m
The. umons haw.- criticized,
uon

cxpenmenla op

-3

"|| .|-|.I

‘.t"‘re" ] :

4;,114'-5.




this vear) 1§
( wenl’s last beg
reform.
ving 28 he does in the bengficial
21s of competition. Mr Lawson should
woial Democrats’ (very
nublished 1oday. These
weep over the 1ax terrain,
gxceedingly ambitious
atmnenl of savings, but
focus in most deiail on income 1ax.

The SDP favours complete fusion of
income tax and emplovees’ National
Insurance. Mr Lawson seems already 1o
have ruled this out. This reflects his boss’s
affection for “contributory™ social security
- even though every recent amendment to
the benefits svstem has eroded this
dubious principle further.

There are three real but surmountable
objections to fusion. The first is that while
the benefits sysitem is no longer contribu-
tory. in the real sense of relating what you
pay 1o what vou get, eligibility for benefits
does depend on a rudimentary National
Insurance record, Some other test would
have to be devised, otherwise, for
cxample, every single person not actually
in work would roll up for unemployment
benefit.

The SDP green paper talks vaguely of a
*work 1est”. but the problem is a bit more
complex than that. It can, however, be
managed.

The second difficulty is that it would
increase the 1ax paid by those not in work.
Intreducing a standard 39 per cent basic
tax rale (the combination of present
income i1ax and National Insurance)
would place quite a heavy new burden on
some not very rich people. The SDP
attempts to duck this problem by
mistakenly suggesting that pensioners

should be exempt from the higher burden.

The precise purpose of fusing the two
sysiems is 1o reduce the present. tax
surcharge on earnings. There 1s no reason
why all those with some kind of income
should not share the burden of supporting
the sick and destitute. It may well make
sense 10 cushion the blow 1o the retired by
raising lheir tax thresholds, but it does not
make sense to exempt them all.

The third difficulty, discussed much
more intelligently in the SDP green paper,
concerns this new. tax threshold. At
present, while you pay income tax only on
that part of your income which is above
the lower limit,-oné slep across the Tower
limit ‘for National Insurance renders you
liable to pay it on all your earnings. This
“trigger” system, Mr Lawson believes, is -
an advaniage because it provides a cost-
cffective way of helping the lowest-paid. *
Raising the lower limit on National
Insurance helps only those below the new
limit - the rest pay as much as they did
before. :

‘trigger system creates a huge marginal tax -
crale at the entry point 1o National
Insurance - Mr Lawson’s attempts to
"smooth this out in the last Budget were
-well-intentioned, but unfortunately cre-
ated a variety of new pressure points.

- However, it remains frue that the
-structure of income 1ax does not provide a
cost-effective way of helping the lower-
_paid. Significantly, the SDP endorses the
‘Government’s present faith in ‘higher
rincome tax thresholds rather than lower
“income tax rates, which do very little for
Ethose just in the tax net. Even %o, an
increase in thresholds is costly because it
‘ helps all taxpayers — in hard cash, it gives
most 1o those on the highest incomes. For
-cxample. the single person’s allowance wils
‘raised in the Budget from £2,005 i)
£2.205; 1ts value 10 jhe standard ral

e

taxpayer went up from £602 1o £662 1o

- This, however, is his mistake.-For the -

allowance previously - set

the combined sysiem

a threshold. not a

v d mean 2 substantial loss

Insurance revenue, which in

turn would mean a lower joint threshold

than 1oday's threshold for income tax.

{The SDP, rather optimisucally, calculates

the threshold would have 10 drop by 5.5

per cent. roughly £110 a vear for a single

man). Since it would simultaneously

become even more expensive lo raise the

threshold, fusion might seem 1o fossilize
the 1ax structure.

Here the SDP has a smart answer,
which is 1o change the nature of tax
allowances, so that they provide a fixed
reduction not in taxable income but in tax
bills. This is equivalent to taxing all
income. then cutting the bill by the same
sum for everybody in a particular
category: for example, in today’s figures, a
maximum of £662 for all single people.

The SDP has less-founded objections to
the Chancellor's proposal to introduce
single transferable 1ax allowances. There
is, at least. agreement on the problem. The
present system gives a gross advantage 1o
couples who can both go out 1o work (and
receive roughly two-and-a-half single tax
allowances) compared with those of whom
one stays at home (receiving only one-
and-a-half allowances). The SDP proposes
giving couples a single allowance each -
the Chancellor proposes giving them a
pair of single allowances, which each
could transfer to the other.

This takes us right 1o the core of the
argument over whether married couples
should be treated as two unconnected
individuals, or whether they should be
viewed by the taxman as a single unit. The
individual route is appealing particularly
1o women who have endured so many
generations of financial subservience (the
Inland Revenue still seems 1o have
extreme difficulty in beginning a letter
other than *Dear Sir™). It is a route which
has led, on the one hand, 1o payment of
1ax-free child benefits 10 mothers, and on
the other, 1o separate assessment for high-
carning couples. y
* Unfortunately. it is an approach that
has its limits. For it is still generally
accepted that families have to be treated
as a unil for social security, and the closer
the two systems are brought to fusion the
greater the difficulties in squeezing
conflicting principles imo a coherent
framework. At the other end of the income

-scale.:it is generally. agreed that separate
assessment for unearned income opens up |

100 many opporiunities .for tax dodging.
The SDP, which plumps. for the separate
route, finds itself in such difficulties at this
point -that it ends up proposing the
thoroughly uncasy compromise that only
the first £500 of unearned income should
beseparatelyassessed.* | - [
*The Chancellor, implicitly, 1s proposing
10 go_in treating the married couple as a
single 1ax unit.: The SDP points out that
his proposals.for transferable allowances
would in practice result in a sharp cut in
také-home pay for men whose wives had
been at home but then decided to go out to
work. But the other side of this coin is the
help transferable allowances would pro-
vide for women who stop work to start a
family. by permitting them to shift the tax
inst their
carnings 1o the familg’s remaining source
of income. The transferable tax allowance
would also provide for a £1,150 increase
in the tax threshold faced by the married
man supporting a family on 'the dole,
which would have a far more substantial
impact on the “unemployment trap™ than
1he dribs and drabs of increases that can
be afforded by the Chancellor each spring. |

- Sarah Hogg

Economics Editor

hiquidis dic
Linless the binks
releni by cutting raies from 12.5
10 12 per cent early this we
the Bank may decide 1cm
arily. 10 announce 11§
minimum lending rate of 12 pe
cent. It Jast 1ook this step in
January, when it raised interest

Secret move

for Lloyd’s
rescue

of names

By Alison Eadie

Leading figures n the Llovd’s
insurance markel are exerting
pressure on the Lloyd's auth-
orities behind the scene 10 stage
some sort of rescue for names in
the former PCW syndicates.

They believe 1t is vital to
clear the matter up so that
Llovd’s can attempt 1o attract
new names 1o take advantage of
betier trading opportunities.

Lloyd's has so far refused to
consider a market rescue for
names. who face losses of £130
million. Mr Peier Miller,
Lloyd's chairman, told the
annual meeting last month
there could be no financial
lifcboat,

Scveral important underwrit-
ing figurcs arc. however. con-
cerned at Lloyd's unconciliatory
stance, because it is unfair 1o
the names and because of the
long-lcrm damage it could do to
Lloyd's sinding and future
business. They arce not willing to
cxpress  their view  publicly,
because they are worried that a
public confrontation might
forcc Lloyd’s inlo 1aking a
harder line.

It would be difficult for
Lloyd's now 1o back a form of
market rescue without some
loss of face. It would also be
difficult 1o come up with an
cquitable formula, as a market
rescue would involve all names
shouldering some of the PCW
losses al a lime when many
others have been hit by bad
trading results

Names on the former PCW
syndicales - mnow renamed
Richard Beckelt - are victims of
both a £40 million fraud and
bad underwriting. They have
been advised by a sleening
commitice of names not 10
mecel their losses by the July 31
deadlinc.

Further advice is expected
this weck from the names’'
solicitors. Ashurst Morris Crisp.

Lloyd's solvency test and so
conlinuc as underwrilcrs.

Those who favour a market
solution belicve names should
meet a substantial proportion of
their losses. but be insured
against any future deterioration
ofthe losses. ¥

THF considers
ithe next step

Trusthouse Forie’s lawyers
arc iconsidering what steps 10
take afier an offer 1o buy a
crucial block of shares in the
Sayey 1otel group was turned
down iy the owner, the Savoy
Educational Trust The deal
would Nave given THF control

| of ihc Sajvoy. :

on whether names should pass,
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