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2 In working up the tax pack ‘be for the Autumn announcements
we will need Ministers' guidance on a number of points. This

note discusses

- how the rules should apply to those people who may be
within the scope of both reliefs ie people over 60 who

are in employment

= at what rate relief should be given under the two

schemes

- how the "similar terms" condition for the benefits

relief should work

- how the "all employee" condition should apply to

groups.

It would be helpful to have at least preliminary views on these

points before the holidays.

2. Later notes will need to cover other points. Two we have
already identified are the possible extension of relief to
employers who provide medical benefits other than through

insurance, and the starting date (or dates).
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Interaction between the two reliefs

3 You have decided that there should be two routes to tax

reliel

= premiums paid by (or for) the over 60s (through a MIRAS

type arrangement)

= premiums paid for employees covered by "all employee"

company schemes (through a benefits-in-kind exemption)
4, It follows that

= anyone over 60 and not in employment can have access

only to the "over 60s" scheme

= anyone under 60 and in employment can have access only

to the "all employee" scheme.

B For someone over 60 in employment the position is a little
more complicated. Clearly he can be in either scheme - either
paying premiums himself or by working for a company which has a
qualifying "all employee" scheme. That causes no problems. But
there are other circumstances in which the question arises of
whether relief should be given, and if so, how much.

6% An employee over 60

- may be in an employer scheme which insures him under a
"qualifying policy", but which is not eligible for

relief because it is not an "all employee" scheme

- may be in a (rather restricted) "all employee" scheme,
but his employer provides him with extra medical

insurance cover, still within the qualifying rules

- may enter into an "over 60s" qualifying policy, but
instead of paying the premium himself, the company pays
it for him
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- may pay contributions to his employer to obtain extra
cover for himself, or cover for his wife, again within

the qualifying rules.

i In the first three cases there would normally be a
benefits-in-kind charge on the employee. But it would seem
reasonable to regard them as within the concept of the "over 60s"
relief and to give relief against the benefits charge
accordingly.* Similarly, the 1last case, there is a good
argument that "over 60s" relief should be given where the

employee pays for qualifying insurance via his employer.

85 Since the rationale of relief in these cases would be that
they are within the concept of the "over 60s" relief, it would
seem to follow that they should get relief at the rate applicable
to the "over 60s" scheme rather than to the "all employee"

scheme. This point is discussed in more detail in paragraph 17.

Rate of relief

9 There are good arguments for restricting a relief applying
only to the elderly to the basic rate. But a basic rate relief
for employer schemes would be troublesome and inefficient for
employers, employees and the Revenue alike. Now that we are to
have both reliefs, the question arises of the rate at which they

should be given.

® The position is a little more complicated where an employer
helps an over 60 employee with his own qualifying premium. He
may either pay it on the employee's behalf, or reimburse the cost
if he pays it himself. Employers will be outside the MIRAS
arrangements because they will already get tax relief for their
own premium payments as a business expense in the normal way. So
if the employer pays the employee's premium he will pay it gross
and tax relief would be given by exempting the employee from the
corresponding benefits charge. That is the position envisaged in
paragraph 6. But if the employee pays the net premium, and the
employer then reimburses his net expenditure, there will be no
exemption for the employee because tax relief would already have
been given (by deduction) and the employee in effect simply
receives additional cash pay. There would be double relief if
that benefit were exempted.
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10. The options are
- basic rate for both the reliefs
- marginal rate for both the reliefs
= basic rate for the elderly and marginal rate for the

company schemes.
a. Basic rate relief

11. If relief were restricted to the basic rate then the MIRAS
scheme would take care of the elderly and other individuals
paying premiums in respect of the over 60s. But on the benefits
side it would mean that we would continue to need to receive from
employers full P11D returns even where there was an "all
employee" scheme in place (or the employer paid premiums for over
60s) to enable us to identify higher rate taxpayers and to
collect from them tax at (presently) 15% on the value of their

medical benefits.

125 5En these deregulation/efficiency conscious days, the
compliance costs for employers, employees and the Revenue are
likely to seem quite disproportionate to the tax yield. That is
not likely to be more than about £3m. Employers would be likely
to react particularly strongly since the P11D system is already

widely regarded as a significant burden.

b Marginal rate relief

i TS you give relief at marginal rates, all the
compliance/administrative difficulties on the benefits side
disappear. There would then be a complete exemption so where
employers had a qualifying "all employee" scheme there would be
no need to return exempt medical benefits, and no action for the
tax office to take on those cases. This would mean employers
would no longer have to return, and we would no longer have to
consider, about 250,000 medical benefit cases (assuming no extra
taxable medical benefits were provided in those cases - see

paragraph 23).
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14. But on the relief for the elderly, there would, of course,
be additional work to do in giving higher rate relief,
individually, to those higher rate taxpayers paying qualifying
premiums. In addition, there are the general policy arguments

against higher rate relief for the elderly previously identified

= worse "value for moncy" since a relatively high
proportion of the high income elderly are already

insured

- anti-avoidance provisions would be needed (if feasible)
to prevent relief to 1low income elderly being

channelled through high income children
= danger of the measure appearing to be another "perk"
for high income people who had already done well from

thie Budgel.

(o3 Different rates

15. The third option would be to go for basic rate relief for
premiums paid under over 60s schemes and for marginal rate relief
for employer schemes. That would have all the advantages
administratively, would be 1less costly (in revenue and staff)
than giving higher rate relief across the board, and would avoid
the policy disadvantages of higher rate relief for the elderly.

16. How could this at first sight odd approach be justified?
Clearly the compliance and administrative arguments are
important. More generally it might be argued that the intention
in both cases is to encourage the spread of private health
provision at all income levels, not just among those who are
already very well off - partly to get maximum value for money and
partly to avoid the impression that this is a further "perk" for
those who have already seen large tax reductions this year. For
employers, this is the justification for the "all employee" rule.
For the over 60s, it is the reason for holding relief to the

basic rate. The techniques are different because the
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practicalities (for employers as well as the Inland Revenue) are

different. But the objectives are consistent.

Employer "over 60" cases

17. The discussion above largely ignores the group of cases
mentioned in paragraph 6 in which qualifying insurance is
provided for employees over 60 by the employer in various ways
which are outside an "all employee" scheme. It was suggested
(paragraph 7) that in principle they should qualify for relief at
the "over 60s" rate. That would cause no problem if you went for
option b - relief at the marginal rate - because these benefits

would then simply be exempt.

18. But both the other options give only basic rate relief for
the "over 60s"; and the result would be that higher rate
taxpayers would be left with the residual (15%) charge on their
benefits. Although the numbers would be fairly small, raising
these charges would be troublesome for all concerned. If you
went for option c¢ - the split rate - this could be avoided by
letting the relief follow the "all employee" rate rather than the
"over 60s" rate. This might be justified on the broad grounds
that one rate of relief applied in all caseé where the employer
was involved; and another where it was a question of individual

insurance.

Summary of the Options

19. The following table summarises broad estimates of the

revenue costs and the staff costs of the three options. None of

these figures makes any allowance for behavioural changes.
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Revenue cost (£m 1988/89) Employer  Staff

compliance cost

Individuals Al1l Individuals Total
60+ paying employee 60+: Employer rounded
own insurance schemes insurance/

employee

contributions
(para 6 cases)
All relief

at basic rate 25 18 6 50 [Bad] +15

A1l relief at
higher rate 31 20 8 60 [Good] +10

Elderly at

basic rate/

euployer
schemes at S’g
higher rate 25 20 8 //56 [Good] -5

20. Although it seems at first sight somewhat unconventional, we
see considerable advantages in a split rate scheme (coupled with
giving relief in the paragraph 6 cases at the "all employee"
rate) . Otherwise, our preference would be for giving both
reliefs at marginal rate rather than restricting both reliefs to

basic rate.

Similar terms

2l1. As you will recall, the share scheme reliefs and PRP have
the concept that all employees within a qualifying scheme must be
given benefits on "similar terms". It is not possible to gain
tax relief for schemes which in substance give the lion's share
of the benefits to the directors and senior management by giving

some minimal benefits to all the other employees.

22. This can be a 1less than straightforward concepl. For
example, in the share scheme legislation there are good

management reasons why variations are allowed to take account of
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differing levels of remuneration and length of service. And in
some proposals discussed earlier this year (to make "executive"
share option schemes conditional on there being an "all employee"
share scheme) we considered with Ministers the additional problem

of deciding what degree of generosity in practice with an all

employee scheme would justify a particular level of share option
grant under an executive scheme. But here, the bhasic concept
seems much simpler. Are all employees covered by a "qualifying"

health insurance policy giving the same benefits to all of them?

23. 1In practice, for a variety of reasons, some employers are
likely to want to provide - or continue to provide - a better
level of cover for senior people, and possibly other groups.
There may be good reasons why they should in some cases go well
beyond the level of qualifying provision which they decide is
sensible for employees generally, and there is no obvious
justification for trying to stop employers continuing to do this
in the future. It would, therefore, be unreasonably restrictive
to interpret the "similar terms" approach as meaning that no-one
could have tax relief if everyone did not get precisely the same
benefit. We think the best answer would be to allow exemption
for the cost of the level of medical insurance which is provided
to all employees, and to continue to tax the extra cost in any
cases where better cover or more extensive cover (eg for the
family) is provided. This would give employers maximum
flexibility, would encourage the widest spread of private health
insurance, and would avoid tax offices having to judge how much
difference was permissible in the treatment of different

employees.

24. We also need to give further thought to whether the employer
might exclude (if he wished to do so) certain types of employee
from "all employee" schemes, for example, part-timers, casuals
and, for a period, new recruits. (There are let-outs of this
kind in the PRP relief.) But we do not anticipate any particular
difficulty on this point.
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25. Where - as will frequently be the case - a business operates
through a number of separate companies, the "all employee"
approach would enable one company in a group to bring in a scheme
and to qualify for tax relief, whether or not the others did so.
There seems no objection to this, and indeed it would be very
restrictive if the whole of (the UK members of) a group had to
have a scheme before any of the constituent companies could

qualify.

26. But we do need to look at the group as a whole in guarding
against the creation of "baby syndicates" ie companies in which
groups provide directorships and other posts for favoured senior
employees. These would count as a separate employer for the
purposes of the "all employee" scheme and would thus enable them,
if nothing else were done, to gain tax relief on an "all
employee" basis without giving similar benefits to any of the
rest of the workforce. Any such cases would soon bring the whole

relief into disrepute.

27. We think the solution probably lies in adapting provisions
which are already used in the share scheme legislation which
disqualify schemes if their effect would be tn give henefits
wholly or mainly to directors (of the group) or employees of
group companies who receive the higher or highest 1levels of

remuneration.

Points for decision

28. (a) Do you agree that relief should be given in the four types
of case in paragraph 6 where either the employer gives an over 60
employee help with qualifying medical insurance (but outside an
"all employee" scheme) or the employee contributes via his

employer to qualifying insurance?

(b) Should the rate of tax relief be:

.2 marginal rate for benefits and basic rate for the

elderly?



SECRET

UVA ii. marginal rate throughout?
oJ

iii. basic rate throughout?
wR
(c) If you favour split rates ((b)(i)), do you agree that the
cases in paragraph 6 should get relief at marginal rate to avoid
having to assess higher rate taxpayers at 15% on thcir benefits?
(This point does not arise if you favour b(ii) or (iii)).

(d) Where basic insurance cover is provided for all employees,
but the higher paid get better/more extensive cover, do you agree
that the cost of everyone's basic cover should qualify for
relief, but the extra cost of the better/more extensive cover
should continue to be taxable?

(e) Are you content with the approach to groups outlined in
paragraph 277?

2

P LEWIS

10
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NHS REVIEW: TAX RELIEFS

The Chancellor was most grateful for your minute of 22 July. His

answers to your "points for decision" are:

- he agrees that relief should be given in the four types

of case in your paragraph 6, where either the employer
gives an over 60 employee help with qualifying medical
insurance (but outside an "all employee" scheme) or the
employee contributes via his employer to qualifying

insurance;

- the rate of tax relief should be the marginal rate

throughout;

- he agrees that, where basic insurance cover is provideq
for all employees but the higher paid get better/more
extensive cover, the cost of everyone's basic cover
should qualify for relief, but the extra cost of the
better/more extensive cover should continue to be

taxable;

- he is content with the approach to groups outlined in

paragraph 27.

‘ He has commented that he has, on balance, come down against the

split scheme:

(a) because it is not very easy to present; and




(b) because it would unnecessarily treat self-employed
60 year olds worse than those in all-employee

schemes.

25 He has noted that you have already identified the possible
extension of relief to employers who provide medical benefits other
than through insurance (4§ another point to be looked at. He has
commented that he thinks it would be difficult to justify not
extending relief to all-employee schemes not provided

via insurance.

Al

J M G TAYLOR
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PROTECTION OF TAXPAYER INFORMATION AFTER REFORM OF
SECTION 2 OF THE OFFICIAL SECRETS ACT 1911

The Financial Secretary was grateful for your minute of 23 August.

He is content for you to begin the work outlined in paragraph 5

of your minute.

/?_ C.M. 5.

/—
R C M SATCHWELL
Private Secretary
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PROTECTION OF TAXPAYER INFORMATION AFTER REFORM OF
SECTION 2 OFFICIAL SECRETS ACT 1911

i L The White Paper on Reform of the Official Secrets Act
introduced into Parliament by the Home Secretary on the

29 June has implications for Revenue taxpayer information.
It proposes to limit the protection of the Official Secrets
Acts to information relating to National Security and
Intelligence, Defence and International Relations and
information received in confidence from other Governments or
international organisations. Information received in
confidence from companies and individuals would be excluded,
as in the main the Civil Service disciplinary code should
provide adequate sanction against unauthorised disclosure.
But if in certain instances this would not offer enough of a
deterrent specific legislation should be considered. The
White Paper makes particular reference in this context to

information supplied to the Revenue authorities.

e PS/Chancellor Chairman
PS/Chief Secretary Mr Isaac
PS/Paymaster General Mr Rogers
Mr Scholar Mr Painter Mr Jones
Mr Cropper Mr Beighton PS/IR
Mr Fallows W Hula,
Mr Miller
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2. We have been consulted throughout in the discussions
leading up to the production of the White Paper and the
reference to our particular interest springs from our
concern to ensure that we will be able to maintain, and
where necessary enforce, the confidentiality of information
supplied by taxpayers. That we should be able to do so is
not only of vital importance to us but has long received
wide public acceptance. The Franks Committee concluded
there is no argument about the need to protect information
of this sort and expressed the view there are proper reasons
for maintaining the protection of criminal sanctions.
People have a right to expect their confidence to be
safeguarded when information is given willingly and frankly
on the assurance 1 E will be kept confidential.
Operationally the day-to-day work of the Revenue depends
crucially upon the co-operation of the general public. They
supply information about their private financial
circumstances confident in the knowledge the Department will
use it solely for Revenue purposes and not disclose it to
any other body or person for any other purpose. As long as
this level of co-operation exists, most of the information
we hold is supplied voluntarily. If the public was to lose
confidence in our ability to maintain proper standards of
confidentiality and we had to fall back on statutory powers
to obtain information, operation of the tax system would be

laborious and very seriously impaired.

£ While in reality the scrupulous and almost universal
observance of their confidentiality obligation by Revenue
officers has more to do with traditional values than with
the threat posed by Section 2 of the Official Secrets Act,
it could well be perceived by the taxpayer that his
protection would be gone were Section 2 to be removed and

nothing put in its place to protect his interests. We are
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in no doubt that if public confidence in the status of
Revenue standards of confidentiality is to be preserved we
must have the means to enforce it. The public interest in
maintaining it is so important that the sanction available
to us must provide an etfective deterrent to cover the truly
bad case where civil service disciplinary measures are

either inapplicable or not sufficiently severe.

4. Our interest is of course shared also by our colleagues
1n Customs and Excise. Jointly we believe that
consideration should be given to the introduction of
legislation via a Finance Act that will provide for a
criminal offence to be committed if confidential taxpayer
information is wrongfully disclosed by Revenue employees,
etc. The measure would be concerned specifically with
information about an individual taxpayer's private affairs.
We should not be seeking the protection of the criminal law
for policy or management discussions (including Budget
matters). To spread our net that wide would we believe be

contrary to the philosophy outlined in the White Paper.

Shia The purpose of this note is to seek your approval for
work to begin, in consultation as necessary with Customs and
Excise, to draw up detailed proposals for the necessary
legislation. We understand that it is intended to put the
legislation for reform of the Official Secrets Act before
Parliament this Autumn. Subject to what emerges from debate
on that front we would anticipate that the measure to
protect Revenue information should be a candidate for the

starters list for Finance Bill 1989.

va

R A HUTTON
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NATIONAL SAVINGS: TERMS FOR THE ORDINARY ACCOUNT IN 1989

Introduction
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13 Miss O'Mara's submission of 17 November reports that

we

can

no longer expect to make a quick approach to a privatised Girobank

about purchasing the Ordinary Account, and 1lists
can be found, it seems likely to take at least

Even if a buyer

2-3 years before the legislation and
completed.

2. In the meantime we

possible the terms which are to apply to the Ordinary Account
for a full calendar year.

set terms

1989 . Conventionally, we

This submission, which has been agreed with the

options and makes recommendations.

Present position

3k Since 1983,

Staff numbers have been reduced from 2400 to 1850
increased efficiency;

new technology and

transactions has been reduced from nearly
Ordinary Account has

However,

31 million (21%).

other

other

DNS,

(23%),
and the

processes

sets

number

options.

are

need to decide and announce as soon as

in

out

Ordinary Account has been in managed decline.
through

of

39 million to under
not shown a
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significant net outflow, because accrued interest has largely
offset the withdrawals. The total stock has been reduced by only
S&.£from £1.76 billion to £1.67 billion.

4. The annual cost of maintaining the Ordinary Account is about
£150 million (9% of existing stock). The elements are:

(a) interest - about £67 million (4% of existing stock);
(b) tax forgone - £15 to £20 million (1% of existing
stock) ;

(c) administration (transactions over Post Office counters
and work at DNS, Glasgow) - £65 million (4% of existing
stock).

Two thirds of the deposits (£1 billion) ane. held in 0.8 million

s accounts over £500 earning 5% interest; the holders are mainly
<O higher rate taxpayers. This group of accounts has few
ﬂ&;;kd’ﬂgg transactions, and the administrative costs are low. The remaining
uéu;% £0.67 billion is held in 14 million small active accounts and
R it 40 million inactive accounts. The active accounts generate mostL
//’ of the 31 million transactions and some correspondence, and give

’?LO! rise to the bulk of the administrative costs.
5. Many customers still find Ordinary Account very convenient,
despite the low interest rates. But the development of Girobank
services at Post Office counters means that Ordinary Account no
longer serves a unique social purpose. Neither does Ordinary
Account have any funding priority. Although Ordinary Account

deposits count technically as funding, it is questionable whether
such liquid assets should be scored as funding.

6. In these circumstances, there 1is no call for an instant
access facility in the National Savings product range. But,
whatever the outcome of our consideration of the privatisation
options, no early action can be envisaged and it seems clear that
1989 will have to be a further year of managed decline for the
Ordinary Account. Meanwhile, it is important to secure economies
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on Ordinary Account administration; we have said publicly that the
resources to administer the Capital Bond (to be launched on
4 January) will be found in this way. Some more will come from
simplifying death claims work, and in the longer term further
resources should become available as Deposit Bond work runs down.

7. It has already been decided (but not yet announced) that the
minimum deposit should be increased from il to £5 on
1 January 1989. This will be the main immediate source for
redeploying resources to Capital Bond work. DNS have proposed
that this should be the only change to Ordinary Account terms in
1989. But other options are available in principle to hasten
managed decline, on which you will want to take a view.

Interest Rates

8. The two tier structure was introduced in 1983. Rates have
varied, but at present stand at 2%% (the statutory minimum under
the National Savings Bank Act 1971) and 5% where the balance is
£500 or more. The first £70 of interest is tax free. Of the
total annual interest cost of £67 million, £50 million is-
attributable to upper tier accounts. Ordinary Account rates have
always tended to be low compared with rates available elsewhere on
instant access money. Nowadays, even higher rate taxpayers (who
comprise the majority of upper tier account holders) can do better
in a building society. And the introduction of interest bearing
current accounts by the clearing banks will make Ordinary Account
less attractive to many depositors.

S Since Ordinary Account no longer has a social or funding
role, Treasury officials see a strong case in principle for
abolishing the upper tier, and setting the interest rate for 1989
at 2%% for all depositors. This would reduce interest costs by at
least £25 million - and if, as seems likely, most higher rate
taxpayers closed their accounts, there would be further interest
cost saving and a decline in the amount of stock. There would,
however, be little saving on administration, since so few accounts
are in this category and the number of transactions is tiny.
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Nevertheless, this approach would be consistent with the policy
of managed decline.

10. Such action would, of course, make the Ordinary Account a
less attractive proposition tao a potential purchaser. The
Treasury also note that deposit rates in the economy generally
have risen during 1988. So simply maintaining Ordinary Account
rates at 1988 levels would make them less attractive by comparison
with other instant access facilities available or being developed.

11. DNS are strongly opposed to abolition of the upper tier. 1In
their view it would remove the one constructive element - agreed
with the then Economic Secretary in late 1982 largely for
management reasons - which has enabled them to run down the
Ordinary Account since 1983 without administrative upheaval. To
offer 2%% on all amounts from £1 to £10,000 when Girobank offer 6%
up to £500 and the clearing banks, led by Lloyds, are about to
open their bidding at around 4% for £1 would, they believe, be a
clear signal of a Government intention to dismantle the Ordinary
Account. DNS would expect all the 0.8 million customers now
earning the 5% to withdraw their accounts, or at least write to
complain. Even if the possibility of staff disruption is ignored,
DNS could not cope with the huge extra volume of work entailed in
closing off 800,000 accounts in a short period. At present they
are staffed to handle only 320,000 account closures and crossed
warrant withdrawals in a year. Given the increase in the minimum
deposit from £1 to £5 and the advent of the Capital Bond without
extra resources, they would see 1989 as the worst possible year
for changing the interest rate structure.

12. In the 1light of all these considerations, the Treasury
recommend on balance that the two tier interest rate structure
should remain in place for 1989 and that the rates should remain
unchanged at 2%% and 5%. The position should be kept under
review. If a policy of managed decline rather than privatisation
is adopted, we should consider in the course of 1989 whether there
is still a place for an upper tier of interest, and if so, what
the qualifying terms might be.
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Tax exemption

13. If you decide to privatise Ordinary Account in some way, we
shall need to remove the tax break, by means of Finance Bill
legislation. It would be possible to do son in advance, with the
aim of shaking out higher rate taxpayers, thereby saving some of
the tax at present forgone and achieving a rundown in the stock.
This could have equally major administrative consequences. In any
event, in the vast majority of cases the tax becoming due would be
virtually uncollectable - it would be payable on tiny amounts of
interest on small deposits held by people who never receive tax

returns. Moreover, Ministers would come under great pressure to
increase the rates themselves, particularly as they are already so
low. If so, removing the tax break would yield little or no
advantage.

14. If Ordinary Account is privatised,it would then be for the
new owner to decide what interest rates (net of CRT) to offer

depositors. But while Ordinary Account remains Government
property, we recommend that the present tax treatment should be
left as it is. (The exact timing of withdrawal in relation to a

possible sale and the staffing implications would need to be given
more thought.)

Other Ordinary Account Services

15. The DNS corporate plan (submitted in June) notes DNS'
intention of abolishing, from 1 January 1989, some associated

services - free standing orders, paybill (billpaying over
Post Office counters) and special savings facilities for the
Forces (mainly voluntary deductions from pay). These are marginal

activities, with hardly measurable savings. But DNS see them as
undesirable, particularly since they are akin in some ways to
clearing bank services.

16. Subsequently, DNS argued against proceeding with these
changes, for fear that they might be interpreted as steps towards
abolition. The Treasury believe these fears are unfounded, and
urge the abolition of these services as originally planned. The
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moves would be fully compatible with the need for resource
economies on Ordinary Account - however small in themselves - to
staff the Capital Bond operation adequately. In further
discussion, DNS have indicated willingness to proceed with their
earlier proposals, if it is recognised that they represent a
further move away from current account banking at the Post Office.

T.ater Actian

17. This will depend on the outcome of your consideration of the
future of the Ordinary Account. If you should decide to continue
with a policy of managed decline, this could be accelerated by
such measures as a further increase in minimum deposit to (say)
£10, which DNS would wish to present in the context of a general
review of National Savings minimum holding limits; some form of
transaction charge; or restricting accounts to personal customers
only. A further possibility would be to stop new accounts after a
stipulated date. But DNS would see this as tantamount to
abolition.

Conclusions and recommendations

18. Ordinary Account is no longer a social or funding priority
for the Government. It has declined steadily since 1983 both in
terms of staff and numbers of transactions. But the amount of
deposits outstanding remains high, and the operation is costly.
Early privatisation is not likely, but the option of some form of
privatisation is still under consideration. For 1989 at least,
the existing policy of managed decline will have to continue. If
this policy is later adopted for the longer term future of the
Ordinary Account too, we shall need to keep under regular review
all the options for hastening the decline. In the 1light of the
considerations discussed in this submission, the Treasury and DNS
recommend the following action for 1989:

(a) confirm the decision to increase minimum deposit from
£1 to £5 from 1 January 1989;
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(b) retain the 2 tier interest rate system for 1989 at the
present levels of 2%% and 5%;

(c) no change in the tax position;

(d) DNS to proceed with their Corporate Plan proposals to
abolish free standing orders, paybill, and special savings
facilities for the Forces from 1 January 1989.

19. Only items (a), (b) and (d) need to be announced. For items
(a) and (b) a statutory instrument will need to be laid by early
December. Subject to your agreement, we and DNS will set in hand
the necessary arrangements, consulting you about the timing and
presentation of a public announcement. We are, of course, ready
to discuss these matters with you if you wish.

IiNR/w
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PS/ECONOMIC SECRETARY cc Sir P Middleton
Sir G Littler
Mr Scholar
Mr Peretz
Mrs Brown
Miss O'Mara
Mr Grice
Mr Bent
Mr Rich
Miss Anderson
Mrs Chaplin

Mr Patterson (DNS)

NATIONAL SAVINGS: TERMS FOR THE ORDINARY ACCOUNT IN 1989
The Chancellor has seen Mr Rich's minute of 17 November.

2. He has commented that, in view of what Mr Rich's paragraph 4
reveals about the large number of very small accounts below the
£500 level, he wonders whether it might be worth considering the
option of amending the National Savings Bank Act so that no
interest at all need be paid on lower tier accounts, ie they would
be treated as old style current accounts.

P\,\?\«).

MOIRA WALLACE
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Sir G Littler
Mr Scholar
Mr Peretz
Mrs Brown
Miss O'Mara
Mr Grice
Mr Bent
Miss Anderson
Mrs Chaplin

Mc Patterson - DNS

NATIONAL SAVINGS : TERMS FOR THE ORDINARY ACCOUNT IN 1989

The Economic Secretary was grateful for your minute of 17 November.

20 He is content with your first three recommendations for action
in #398%s
(1) confirm the decision to increase minimum deposit from

£1 to £5 from 1 January 1989;

(ii) retain the 2 tier interest rate system for 1989 at
the present levels of 21/2 per cent and 5 per cent.

(iii) no change in the tax position.

58 He is content that DNS should proceed with their Corporate
Plan proposals to abolish free standing orders, paybill and special
savings facilities for the Forces from 1 January 1989. But he
wonders whether we should alsc restrict accounts to personal
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customers only. As we discussed, the Economic Secretary would be
grateful for advice on this additional point.

Do NQ('
pe

S M A JAMES
PRIVATE SECRETARY
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ECONOMIC SECRETARY \] v

ORDINARY ACCOUNT (AND OTHER NATIONAL SAVINGS)
MINIMUM LIMITS

l. I was very glad to see from your Private Secretary's minute of 22
November that you have accepted the joint MG/DNS advice on Ordinary

Account terms for 1989 in Mr Rich's submission of 17 November.

2. The main purpose of this submission is to consider the public handling of the

long-decided increase from £1 to £5 in the Ordinary Account minimum deposit.

Personal holders only

3. But I note in passing that we would be very glad to restrict Ordinary
Accounts to personal holders. The only snag is the need for legislation, on
which Mr Rich will submit separate advice. If the legislative problem can be
solved we would want to limit the Investment Account in the same way. We
are making separate arrangements to phase in the same restrictions for Savings
Certificates - when we have new Issues - and Income Bonds. These can be
done when we issue new prospectuses - no legislation is needed except for the
National Savings Bank products. If we manage to make the changes for
Ordinary Account and Investment Account as well as for Savings Certificates

and Income Bonds all of our products would have a consistent 'personal savers'



CONFIDENTIAL

eligibility rule (Yearly Plan, Premium Bonds and Capital Bonds are 'personal

saver' already).

Minimum deposit for Ordinary Account

4. Greater consistency across our products range is the theme of the rest of

this minute, and I quote first from para 17 of Mr Rich's minute:

Yisirs such measures as a further increase in minimum deposit to (say)

£10, which DNS would wish to present in the context of a general review

of National Savings minimum holding limits..."

5. The main point of this minute - and the only one calling for a decision from
you at this stage - is that this is exactly how I should like to present the
increase from £1 to £5 as well. lhis increase is liable (v produce a more
emotional response from sub-postmasters etc than any of the ideas floated later
in this minute, because it signals so clearly the end of the 'small
saver/children's pocket money' role of the Ordinary Account which goes back to
1861. So the sort of context in which I should like to present the change would
be:

(i) we have been reviewing the limits for minimum deposit/purchase

for National Savings products which we do from time to time

(ii) the only one we are increasing for the time being is the Ordinary

Account, which was last changed in 1982 (from 25p to £1)

(iii)  the £1 is out of line with all the other limits, and it will go up to
£5 from 1 January so that both the National Savings Bank limits will

then be in line

(iv) the National Savings Bank and other National Savings minimum

limits will be kept under regular review.
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6. In answering questions [froin the press we could also stress that this will
help us to make economies in Glasgow to make room for the new Capital Bond.
But I think that the key themes should be

- bringing into line with something else

= regular review

7. My reason for this emphasis will be clearer if I summarise our limits as

they will stand in January 1989, and then lift a corner off my 1989 corporate

plan:
Ordinary Account £5
Investment Account £
Gift Tokens £5
Premium Bonds £10
_Savings Certificates £25
Capital Bonds £100
[Yearly Plan £20 a month]
[Income Bonds £2,000]

8. The Yearly Plan and Income Bonds are special cases, and they are not on
sale at Post Office counters. But this scatter of figures shows that there is
plenty of scope for a more 'departmental' approach. The biggest staff 'saving'
(for release to the Capital Bond) comes from the Ordinary Account £1 - £5 (up
to 70 staff). None of the subsequent suggestions would release more than a

handful (though even a few handfuls would be welcome).

9. The position I should like to reach by say April 1990 (the hypothetical date

for a move to Executive Agency status) would be:

Savings Certificates and Capital Bonds

minimum £100
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Ordinary Account
Investment Account
Gift Tokens
Premium Bonds

minimum £10

10. Savings Certificate changes would depend on the timing of new Issues (we
announced the change from £10 to £25 for future Issues on 2! October 1981,
for tk;e 23rd Issue, on sale from 9 November 1981; but it took us nearly three
years to make the change for index-linked Issues because 3rd Issue did not go
on sale until 1 July 1985). An incidental benefit of the £100 figure is that we
could launch a new Issue several days sooner - as we are doing for Capital
Bonds - by starting with press advertisement plus prospectus (at present we
have to wait until the prospectus is available in post offices, because of the

worry that Durham might get flooded out with £25 applications).

I1.  The National Savings Bank would be relatively relaxed about the change
from £5 to £10 for Ordinary Account and Investment Account, on say 1 April
1990. Its main benefit would be in cutting out transactions at post offices.
This should be a valuable bargaining point with Post Office Counters Ltd for
1990-91 and beyond.

12. If counters staff had only two figures to remember (£10 and £100) one
by-product should be fewer mistakes at the counter (Glasgow are still bothered
by Investment Account deposits between £1 and £5 accepted by counter clerks

though the £5 minimum dates back to April 1985).

Recommendation

13.  The points in the preceding paragraphs about possible future changes are
for information only (I have mentioned them informally to MG). My
recommendation is that we should present the £1 - £5 change as part of a
regular and continuing review, not least to pave the way for more changes over

the next year or so.
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Footnote on Minimum Interest Rate

14. 1 understand that the Chancellor has raised the question of primary
legislation to abolish the statutory 23% minimum rate of intcrest. This is not
the sort of money we want to keep (and a lot of it may be very insensitive to
interest rates). My worry here is on timing and workload. With the clearing
banks now following building societies and Girobank to offer much more than
23% on current accounts I would worry that such a change in 1989 would
achieve such a 'managed decline' in account closures that our Glasgow machine
could not cope. This is not however meant to be a negative comment. If
workload is ignored I see more of a case for looking at the 23% than the 5%.

But savings accounts do normally pay interest, and 2% is very uncompetitive.

—

J A PATTERSON
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i 1 This note:-

= records the position we have reached on these two

starters;

- seeks your confirmation of the starting date for the new

tax relief and benefit-in-kind exemption;

— sets out the general approach we are suggesting to the
necessary legislation, and in the remaining areas for

decision; and

— Proposes that we instruct Parliamentary Counsel (in

outline at least) as soon as possible.

c.c Chief Secretary Mr Isaac
Financial Secretary Mr Painter
Sir P Middleton Mr Corlett
Mr Culpin Mr Lewis
Mr Phillips Mr Bush
Mr Saunders Mr Deacon
Mr Griffiths Mr Kuczys
‘ Mr MacPherson Mr Massingale
Mr Call Mr M Hodgson
Mr Jenkins OPC Mr Newstead
Mr Walker
Mr Evershed
PS/IR

SEC AJW15




Present position

2 As part of the review of the NHS, you have decided that
the following reliefs will be given:-

a. Elderly (Starter 154; Official in lead: Mr Kuczys)

- income tax relief at marginal rate on premiums paid by

individuals aged 60 and over;

- income tax relief on premiums paid for individuals aged

60 and over (eg by their children).
b. Employees (Starter 102; Official in lead: Mr Massingale)

- benefit-in-kind exemption for private medical benefits
provided by employers on similar terms [or employees in

all-employee schemes;

- benefit-in-kind exemption for private medical benefits
provided by employers for employees aged 60 and over (without
the "similar terms" and "all-employee" requirements).

S The measures are to be announced in, or at the same time
as, Mr Clark's Health White Paper (to be issued on present
plans around the end of January), rather than in the Budget.
The legislation would be in the 1989 Finance Bill.

4. In the light of these decisions we have been working, in
consultation with Treasury and Department of Health officials,
on some of the scheme's requirements. But until a public
announcement is made and we can talk to the insurance
providers, there will be some aspects about which we will
remain uncertain, as none of the Departments involved has a

thorough knowledge of the current medical insurance market.

Timing

55 This is the first issue on which we seek your decision.



6. In earlier papers we have said that, while it would not
make sense to introduce the benefit-in-kind exemption at any
time other than the beginning of a tax year, the relief for the
clderly could, if desired, be introduced at any time during the
year. What we had in mind was that, with an announcement in
October or November 1988 and legislation in the 1989 Finance
Bill, the earliest practicable starting date for benefits
exemption would be April 1990; but we envisaged that it might
be possible to introduce the relief for the elderly at an

earlier stage, eg in late Autumn 1989.

T With no announcement until some time in the New Year,
however, the earlier start-date for the over-60s is no longer
feasible. Assuming that we can begin to consult insurance
providers following an announcement in, say, late January, we

envisage a timetable along the following lines:-

February 1989 onwards: Consultation with insurance
providers;
Mid-March 1989: Last effective opportunity for

instructions to Parliamentary
Counsel on legislation to appear

in Finance Bill as published;

April-June 1989: Draft secondary legislation;

June-July 1989: Invite industry's comments on

draft secondary legislation;

End July 1989: Finance Bill Royal Assent;

August-September 1989: Finalise and lay Regulations,
giving medical insurers,
employers and Revenue 6 months
to gear up for giving tax

relief;

April 1990 Tax relief introduced.



8. We have provisionally allowed 6 months in the timetable
for insurers to set up their systems to give tax relief at
source, and to pep up their marketing effort (although we
cannot be certain that this is sufficient time until we have
talked to them). We also need to bear in mind the time
employers will need to set up qualifying schemes. As a
consequence, the part of the timetable allowed for primary and
secondary legislation and gearing up our own computer systems
is pretty tight. But we think we could just do it, if we get
the go-ahead now to start drafting.

9is The Financial Secretary is, however, looking at possible
ways of shortening the 1989 Finance Bill by postponing some
measures until the 1990 Bill. These two starters could be
candidates for postponement. If they were postponed, the
start date would have to be put back.

10. We should be grateful for your view on whether we should
work towards an April 1990 start date for both the relief and
the benefits exemption, unless the legislation is postponed
until 1990 and the start date put back.

Form of legislation

11. We have been considering what form the legislation might
take. Our initial thinking - subject to Parliamentary
Counsel's view - is that the primary legislation in the
Finance Bill might be fairly short, with the bulk of the
administrative and procedural provisions in secondary
legislation. Depending on how the qualification provisions
are set out, it might also be desirable for lists of
qualifying or non-qualifying treatments and benefits to be in

secondary legislation.

12, The advantage of this approach would be that Parliamentary
Counsel would not have to draft the rules in detail before the
Finance Bill was published, although the enabling powers would



have to be sufficiently detailed to make the scope of the
scheme clear, and to provide the necessary vires for the
regulations etc. The detailed provisions would then be worked
out in consultation with the insurance industry in advance of
the regulations. Moreover, the approach would allow a measure
of flexibility (eg to cover new treatments or to deal with

abuse) in subsequent years.

Remaining areas for decision

13. Apart from the questions of timing, and form of
legislation, we will need Ministers' decisions in due course
on a number of other aspects. We are not seeking your views
on these points of detail now. If you are content, we will
put papers on these more detailed issues to the Financial

Secretary shortly.

14. First, the maximum extent of cover which should qualify

for relief or exemption. At present, we are working on the
basis that Ministers will wish as far as possible to ensure
that present medical insurance policies will qualify. The
medical benefits offered under most of the widely-available
policies are well within the Government's objectives in giving
relief; but many policies also offer a cash benefit where the
insured individual decides to take free treatment in an NHS
bed rather than private treatment in a private bed. This
feature may serve to act against the objective of the scheme
to get people out of NHS care and thus reduce pressure on the
NHS. We presume Ministers would not want such non-medical
benefits to be allowed to feature in tax-advantaged insurance

policies.

154 The details of the extent of insurance cover which
should be tax-advantaged (including which types of treatment
would be allowable) are still under discussion with the
Department of Health at official level. Decisions will be

needed in due course.
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There are a number of other detailed and technical issues

on which we will need guidance.

a-.

Elderlx

- In what circumstances, if any, tax relief should be given

17.

where a policy covers the elderly and non-elderly (eg a
65-year-old couple whose grandchildren living with them
are covered on the same policy; or a couple with a joint

policy, only one of whom is over 60);

the rate of tax relief where medical insurance is paid by
someone else, eg a son or daughter: there would be scope
for abuse if the payer had a higher marginal tax rate
that the insured elderly person. A simple way round the
problem might be to give higher rate relief only where
the elderly insured person (who is a higher rate payer)

makes a claim.

Employer-provided benefits

the detailed definitions of "all employees" and "similar

terms".

following your preliminary view that it would be
difficult to justify not excluding the benefits-in-kind
exemption to non-insured or self-insured all-employee

schemes, should these be included, and if so, how?

In addition, there will be a number of administrative

issues needing resolution, including whether self-

certification of policies might be a possible approach, or
whether a scheme along the lines of the present life assurance

policy approval arrangements would be more realistic. And we

. will need to look at the international dimension - eg the

questions of non-resident insurance companies offering medical

insurance, and the extent to which relief should be given

where either the claimant or the insured is non-resident.



Instructions to Parliamentary Counsel

18. Parliamentary Counsel is naturally anxious to make a
start on Finance Bill starters as carly as possible. Although
there are a number of detailed decisions yet to be taken, we
could usefully make a start on instructing him on a

provisional basis.

Summarz

19. We should be grateful to know whether you are content:-

- with the proposed timetable for introduction of both
reliefs in April 1990;

- that the scope of the reliefs should be outlined in the
Finance Bill, but that administrative and procedural

provisions should be in secondary legislation;
7

- that we should put papers to the Financial Secretary on

the remaining areas for decision; and

- for us to instruct Parliamentary Counsel in outline on a

provisional basis as soon as possible.

A J WALKER
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NHS REVIEW: PRIVATE MEDICAL INSURANCE
(FINANCE BILL STARTERS 102 AND 154)

I have seen Mr Walker's minute of 24 November in which he
proposes a timetable for these starters with primary
legislation in the 1989 Finance Bill.

I have reviewed the list of starters for next year's Bill in
order to see whether any of them can be dropped, and have
minuted you separately on this. But the gist of that minute is
that the Bill is already exceedingly long (even before we
include necessary items as yet unknown); and that we therefore
need to reduce it as much as possible if Parliamentary Counsel
are to have any chance of meeting all their deadlines for
drafting legislation. These two starters do seem to be ones we
could defer until the 1990 Bill. The DoH White Paper is
unlikely to be published before the end of January; and we
cannot begin to start talking to insurance providers before
then. I very much agree with John Isaac that two months leaves
little time for working up a viable scheme before we have to

legislate.

Would it not be better to announce the scheme in the White
Paper with a start date in April 1990; but at the same time say
that the necessary legislation will be enacted in the 1990
Finance Bill? That will allow time for full consultation on
both the scheme and the draft legislation, and will
considerably ease the burden on the draftsmen.

AL

c

NORMAN LAMONT
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NHS REVIEW: PRIVATE MEDICAL INSURANCE
(FINANCE BILL STARTERS 102 AND 154)

The Chancellor has seen the Financial Secretary's note of
28 November. He is content to proceed along the lines proposed by
the Financial Secretary, ie to announce the scheme in the White
Paper with a start date in April 1990; and at the same time to
say that the necessary legislation will be enacted in the
1990 Finance Bill.

ol

J M G TAYLOR
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NHS REVIEW: FINANCE BILL STARTERS 102 AND 154

16 I am afraid that a misunderstanding hag arisen over the
effect on the start date of postponing legislation on these
two starters! until the 1990 Finance Bill (your note of
28 November to the Chancellor, and Jonathan Taylor's of

30 November). It is best to consider edch measure in turn.

. Starter 102: Company schemes: benefit/in kind

2% A benefit in kind exemption, /in practice, has to apply
for a whole tax year. (Strictly, it would be possible to
exempt benefits received for part of a year; but the effect on
PAYE codes would be spread over the whole year). If the
necessary legislation were in /the 1990 Finance Act, there

would be two options for implementation:
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B Introduce exemption from April 1990.

Procedurally this would involve adjusting PAYE codes in
Autumn 1990 after Royal Assent to the Finance Act when
employers would notify tax offices of employees who were
members of "all-employee" insurance schemes. The new tax
exemption would be automatically backdated to April 1990
through the changed code.

b. Introduce exemption from April 1991

In this case the necessary procedures could take place as
part of the annual review of codings, in Winter 1990-91,
with effect from the start of the following tax year (ie
from April 1991).

Sis Of these two options, b. would be slightly more
straightforward, as it would not involve a special coding
exercise. But there would not be a lot in it. The first
option would be likely to result in few new employers being
attracted into providing 'all employee' <cover until the
uncertainties inherent in draft legislation or the Bill were
enacted. Thus, there might in practice be little difference
to the actual take up of the new exemption between an
April 1990 and April 1991 date.

Starter 154: Over 60s: relief at source

4. A tax relief at source scheme does not have to run for a
whole tax year (although it is tidier if it does). On the
other hand it would not be straightforward to backdate a
relief at source. So, with legislation in the 1990 Bill, the

options are:

a. Introduce the relief from Autumn 1990

L
A s T T A =y Fxy

Atter Royal Assent it will be necessary to £ill in
detailed rules through Regulations, and to process

applications from providers (like BUPA) for their
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insurance products to be certified as qualifying for tax
relief. The earliest possible start date would probably
be October 1990.

5 S Introduce relief from April 1991

Alternatively, the introduction of relief at source could
be postponed until April 1991, to coincide with the start
of the tax year.

Choice of Options 7,
eh .

9. We understand that you and the Chancellor favour
legislating for Starter 154 (the over 60s) in 1989, with an
April 1990 start date; and for Starter 102 (benefits in kind)
in 1990, with exemption backdated to April 1990. Although
this would have the advantage of keeping the (effective) start

dates in line, we should point out two disadvantages:

s Tax relief for private medical insurance is likely
to prove contentious. The legislation for it will
provide an opportunity (unless the Chairman of
Standing Committee is stricter than in recent years)
for the Opposition to raise more general NHS
questions. Do you want to offer the Opposition two

opportunities, in successive years?

o The difficulties of having legislation ready two
months (at most) after announcement apply just as
much even if only half the package is legislated in
1989. The issues on which we badly need to talk to
insurance providers are those concerning exactly
what policies are on the market, and which should
qualify for tax relief. These issues are common to
both starters. So there would not be a lot to be

gained by postponing legislation on one s*arter.

6+ In response to the first point you have said that one

possibility would be to introduce the legislation, say, at

3
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‘Committee Stage. It might be necessary to do this.

Nonetheless, there would be clear advantages in postponing
legislation on both fronts until 1990. We would make good use
of the extra time to open discussions on the details with the
insurance providers, once an announcement has been made. The
result should be more satisfactory legislation, with the
reliefs getting off to a better start. Both reliefs could
come into operation in Autumn 1990; but while benefit-in-kind
exemption.would be effectively backdated to April 1990, the

over 60s' relief would not.

7/ If this is not acceptable, it might be possible to
achieve backdating of the over 60s relief; but this would be
dependant on the providers. In effect, they would have to
accept net of tax subscriptions from April 1990; but we would
only pay over the tax relief (backdated) in the Autumn, when
we had legislative cover. Not only would the providers suffer
a cash-flow disadvantage, but they would be taking a risk that
the legislation would safely reach the statute book. This is
something we could explore with BUPA and the rest after the

proposal is announced.

Conclusion

Bis We should be grateful for Ministers' decision, for each

of the two proposals, on:
s whether the legislation should be in 1989 or 1990;

DL if 1990, when the change should come into operation
(Autumn 1990 or April 1991) and

s if the operative date is Autumn 1990, whether the
change should be backdated to April. (In the case of the
over 60s proposal, this will depend on the insurance

providers' willingness).

a\ ¢ | i

A W KUCZYS
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PS/Chancellor
Sir P Middleton
Sir G Littler

Mr Scholar

Mr Peretz

Mrs Brown

Mr Grice

Mr Bush

Mr MacPherson

Mr Michie

Miss Anderson
Mrs Chaplin

Mr Patterson (DNS)
Mr Jenkins (TSol)

TERMS FOR THE ORDINARY ACCOUNT IN 1989

This submission deals with the mechanics of announcing the changes

have approved;

you your que
personal customers only (Miss J
the Chancellor's question about

Act so that no interest at all

(Miss Wallace's minute of 22 November).

in responding, but it took a 1li
legal advice.

Announcing the 1989 Terms

2.
at noon on Thursday 8 December.
be
structure,
be extended for another year.

DNS would like to issue a

low-key. Thexre are to be

or in tax treatment.

in the minimum deposit from £1

adverse reactions eg from

/

\Q minute of 23 November explains

part of a general review o

stion about restricting accounts to

ames' minute of 22 November); and
amending the National Savings Bank
need be paid on lower tier accounts
I apologise for the delay
the

ttle time to secure necessary

press release announcing the terms
The announcement will in the main
no changes in the interest rates or
In other words, 1988 terms are to
But there is also to be an increase
to £5, and this could attract
sub-Postmasters. Mr Patterson's
why he wants to present this as
f National Savings minimum holding

some
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limits. You have agreed to this, provided DNS also emphasise the
disproportionate cost of small transactions and the need to
release manpower for the Capital Bond. A draft of the proposed
Press Notice is attached, together with a draft of the customary
Private Secretary letter to No 10. DNS are preparing Question and
Answer briefing, and we will submit this separately.

3. We think it would be best to keep this announcement separate
from an announcement of increases in gross product rates, if you
accept the recommendations in Mr Peretz's minute of 2 December. A
Statutory Instrument on Ordinary Account terms has to be laid by
the end of this week, and there is no scope for deferring the
announcement of the 1989 terms. But you may wish to consider the
precise timing of an announcement about gross product rates in
relation to the Ordinary Account timetable.

Personal Holders

4. You asked whether we might also restrict accounts to personal
holders. Under existing legislation, both Ordinary and Investment
Account deposits may be made by individuals (also jointly),
trustees, charities, voluntary bodies, registered companies or
other corporate bodies. The way in which the legislation is
framed means that it applies both to the Ordinary Account and the
Investment Account. Any change would therefore entail amendment
to Section 16 of the National Savings Bank Act 1971, and
regulations 11 and 12 of the more detailed National Savings Bank
Regulations 1972 which stem from it.

be Both we and DNS support the concept of restricting both kinds
of accounts to personal holders. This would be consistent with
practice or plans for all other National Savings products, for
which the prospectus rather than legislation stipulates what
Ministers have decided on terms. (You will recall that Capital
Bond is to be restricted to personal holders and trustees on
behalf of personal holders;) Treasury Solicitor and Parliamentary
Counsel have confirmed that this could be done in a Finance Bikl
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6. We recommend that provision to restrict Ordinary and
Investment Account to personal holders should accordingly be made
in the 1989 Finance Bill. FP have confirmed that there would be
room in the Bill for this amendment, and if you are content, we
will register it as a Budget starter. The change could not be
made in advance, so it seems unnecessary to announce any intention
at this stage.

Lower Tier of Interest

T The Chancellor asked if it might be worth considering the
option of amending the National Savings Bank Act 1971 so that no
interest need be paid at all on lower tier accounts.

8. Section 5(5) of the Act says that the Treasury may, by order,
alter the rate of interest payable on ordinary deposits

"but not so as to reduce it to a rate of less than 2% per
cent per annum."

Parliamentary Counsel has told Treasury Solicitor that the House
Authorities agree that an amendment to the Act to delete the
minimum rate of interest would be within the scope of a Finance
Bill. If we were to do this, it would give us a range of options
in future, including the one mentioned by the Chancellor.

9 Ordinary Account is by far the oldest of the National Savings
products. It dates from 1861, and stood alone for some 55 years,
so it is not surprising that it is governed in detail by specific
primary legislation. Nowadays, National Savings offers a wide
range of products to meet the various needs of personal savers.
Broad legislative authority is given by the National Loans Act
1968, under which some rather more detailed Regulations are made.
Normal practice is to set out in each prospectus the terms
agreed by Ministers, including the basis for varying interest
rates. In no case is a maximum or minimum rate stipulated.
Against this background, it would be possible to present a change
in the National Savings Bank Act as a rationalisation of National
Savings administrative procedures.
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10. Such an approach would lose credibility if, at the earliest
subsequent opportunity, we reduced the 2% per cent tier to nil at
a stroke. Moreover, that would be likely to provoke a much
heavier stream of account closures than would abolition of the
5 per cent Lier (see paragraph 11 of my submission of
17 November), and this work would overwhelm DNS. An alternative
approach would be to acquire a discretionary power in the Finance
Bill which could be used to reduce the rate gradually over a
period of vyears. DNS note however that 2%% is already
uncompetitive.

1l1. Since we set Ordinary Account rates for a full calendar year
and the revised legislation is not yet in place, we should not in
any case be able to make any reduction in 1989. We also need to
bear in mind the possible read across to privatisation of the
Ordinary Account. If the privatisation route proved impossible
and Ministers decided instead to hasten the policy of managed
decline of the Ordinary Account, a reduction and eventual
elimination of the 2% per cent rate could help to achieve this.
We shall be in a better position to judge, once the Girobank salc
is settled.

12. Nevertheless, there is a good case for amending the National
Savings Bank Act sooner rather than later, and we recommend that
provision should be included in the 1989 Finance Bill. FP have
confirmed that there would be room in the Bill for this amendment,
and if you are content we will register it as a Budget Starter.

13. The recommendations in this submission have been agreed with
DNS .
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RESTRICTED
DRAFT PRESS NOTICE

TERMS CoR 19§9
NATIONAL SAVINGS ORDINARY ACCOUNT - INFROPHECTION—OF—£5—MINIMIM
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be paid for b whole o 1989
Minrimuns Dehotit
From 1 January the minimum for each deposit into a National Savings Ordinary

Account, including the amount required to open an account, will be increased from

£1 to £5.

This change is the outcome of a continuing review by National Savings of the
minimum purchases or deposits for all its products. The increase brings the
Ordinary Account into line with the Investment Account, which already has a £5

minimum for the amount that may be deposited.

The resulting reduction in the number of small transactions will enable staff at the
National Savings Bank and Capital Bond Office in Glasgow to be released for work
on National Savings' new Capital Bond, which is to be introduced in January. It
will also make the Ordinary Account less expensive to run, as small transactions
cost the same to process both in post offices and at the National Savings Bank as

big ones and bring in very little money.

The last increase in the Ordinary Account minimum deposit was in 1982.
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DRAFT LETTER TO:

Paul Gray Esq

10 Downing Street

London

SwW1 December 1988

NATIONAL SAVINGS
This is to let you know that the Department for National Savings
will announce at noon on Thursday 8 December the terms for the

Ordinary Account in 1989.

It is usual to set these terms for a full calendar year. On this
occasion, no change is being made in the interest rates which
remain at 5% when the account balance is £500 or more, and 2%% for
accounts with lower balances. As hitherto, the first £70 of
interest will be tax free. To secure some economies in the cost
of administration, the minimum deposit is to be increased from £1

to £5,

S M A JAMES
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NHS REVIEW: STARTERS 102 AND

I have discussed Mr Kuczys'

note

FINANCIAL SECRETARY
7 December 1988

CcC

Chief Secretary
Sir P Middleton
Mr Phillips

Mr Scholar

Mr Saunders

Mr MacPherson
Mr Call

Mr Jenkins (OPC)
Mr Isaac )
Mr Kuczys )
Mr Massingale )
PS/IR
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of 2 December with officials.

The Revenue accept that it would be possible to do the legislative

option we prefer; namely
(Starter 154) until the 1989
kind (Starter

benefits in

the latter, the exemption could be backdated to
of an adjustment to the PAYE codes in the autumn of

1990 by way
that year,
the

following Royal Assent of the Bill.

include the relief for the over 60s
Finance Bill but 1leave that for
102)until the 1990 Finance Bill. For

start  in April

For the former,

start date would be as soon after Royal Assent plus enactment

of the detailed Regulations as the insurance providers can design

new products and have them approved by the Revenue.

this is likely to mean April

I believe we should go ahead
for Starter 154,
providers about the detailed
White
January.

much time

Paper on the review
That may mean that

draft the necessary clauses

But we should be in a position

In practice,
1990 as well.

It doesn't leave

because the Revenue can't talk to the

on that basis. us
operation of their products until the
of the NHS is announced at the end of
to
before the Finance Bill is published.
to them

Parliamentary Counsel is not able

introduce at Committee

Stage if that proves necessary.




There should be no problem with the drafting of the legislation of
the other Starter. An announcement of our intentions in the White
Paper will leave over a year to get the details agreed and

prepared.

NORMAN LAMONT
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PS/ECONOMIC SECRETARY cc Sir P Middleton
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Mr Scholar
Mr Peretz
Miss O'Mara
Mrs Brown
Mr Grice
Mr Bush
Mr MacPherson
Mr Michie
Mr Rich
Miss Anderson
Mrs Chaplin
Mr Patterson (DNS)
Mr Jenkins (TSol)

NATIONAL SAVINGS: TERMS FOR THE ORDINARY ACCOUNT IN 1989
The Chancellor has seen Mr Rich's minute of 6 December. He agrees

that we should certainly abolish the 2% per cent minimum rate of

interest in the 1989 Finance Bill.

N~

MOIRA WALLACE
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FROM: MISS C EVANS
DATE: 23 December 1988

PS/FINANCIAL SECRETARY 7
cc: PS/Chancellor — (—

PS/Paymaster General
PS/Economic Secretary

FINANCE BILL STANDING COMMITTEE

I attach a letter I have received from the Cabinet Office seeking
the Chief Secretary's views on moving Standing Committee from the
afternoon to the morning. The Chief Secretary prefers no change
and I propose to reply as in the attached draft. Could I have any

comments by éDJanuary please.

o %
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DRAFT LETTER

M W Townley Esqg
Cabinet Office
70 Whitehall
London
SW1A 2AS
January 1989

FINANCE BILL STANDING COMMITTEE

Thank you for your letter of 16 December.

The Chief Secretary would prefer to stick with the present
arrangements. He feels that to change to morning sessions would
give the Opposition a greater opportunity than now to extend the
proceedings by making it possible for them to extend morning

sessions into the afternoon and the evening.

MISS C EVANS
Private Secretary



CABINET OFFICE
70 Whitchall London SW1A 2AS Telephone 01-270 0351

Miss G C Evans

Private Secretary to the Chief Secretary
to the Treasury

HM Treasury

Parliament Street

London 16 December 1988

\
_DW ~ ey Evay .

Please see the attached letter from Mr Stan Crowther, on which the
Lord President's Office has asked for advice.

I would be grateful if you would kindly let me know if the Treasury
wishes to comment on the proposal made in Mr Crowther's letter.

I have also sought Murdo Maclean's views in the Chief Whip's
Office.

M W TOWNLEY



HOUSE OF COMMONS RECEIVED
LONDON SWIA OAA 8 DEC1988

L $ LORD PRESICTNT
OF THE cOouMciL

Rt Hon John Wakeham MP,
Lord President of the Council,
& Leader of the House of Commons.

5 December 1988

I should welcome your views on a matter concerning
the Finance Bill Standing Committee, which I expect
to chair later this Session.

As you know, it has been the custom, ever
since the House adopted the practice of referring part
of the Finance Bill to a standing committee, that the
committee meets only in the afterncon, whereas the
committee stage of every other Bill begins with morning
sittings. No-one nowadays seems to be able to recall
just what the reason was for this unique procedure.

Since we all know that the Government, whichever
Party is in power, will have the Bill out of committee
by the date of its choice, even if it means several
all-night sittings, my own view is that it would be greatly
for the convenience (and comfort) of the members of
the Standing Committee if it followed the normal pattern
and met in the morning.

I am writing in similar terms to Frank Dobson.

Stan Crowther

.
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FROM: J M G TAYLOR
DATE: 13 January 1989

PS/FINANCIAL SECRETARY cc Sir P Middleton
Sir T Burns
Mr Scholar
Mr Culpin
Mr Gilhooly
Mr Riley
Mrs Chaplin
Mr Tyrie
Mr Jenkins (OPC)

Mr Isaac - IR
Mr Pitts - IR
Mr Jaundoo - IR
PS/IR

1989 FINANCE BILL STARTER 262
INHERITANCE TAX: INSTRUMENTS OF VARIATION

The Chancellor has seen Mr Jaundoo's note of 9§ January.

25 He notes Mr Jaundoo's recommendation (paragraph 23) that we
should provide for the changes to apply to transfers where the
death occurs on or after Royal Assent. He recognises that some
interval is clearly required, but he wonders whether it needs to

be as much as 4% months (which this implies).

0

J M G TAYLOR
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Finance Committee, 17th January.

To: Chancellor.

1. The speaker at the Finance Committee this evening was Professor
Geoffrey Wood of the City University Business School. He spoke with
great self-confidence and made the following notablc points.

- The criticism of the last Budget was wrong, because the balance of
payments deficit was not a result of the tax cuts, the fiscal stance

has been quite tight, the effect of the tax cuts was small in relation
to other factors (e.g. the growth of private credit) and in any case

the Budget was too late in the year to have had its alleged inflationary
consequences.

- The Brown study commissioned by the Treasury of the supply side
effects of tax cuts had come to the wrong conclusion, because it had
ignored the long term effects upon investment and career choices of

a sustained and consistent policy of income tax reductions. This would
have virtuous entrepreneurial consequences over the longer term.

- The recent rapid expansion of domestic demand was largely the result
of the conduct of our monetary policy which had been too lax for too
long after the shock of Black Monday. It had been a particular
mistake to try to peg the £ to the D.M. for so long last winter and
spring.

- Removing mortgage interest rates from the R.P.I. would not achieve
anything very useful, assuming that this was replaced by another

factor for housing costs which might well have to be capital values

or imputed rent (which could have even worse consequences on the R.P.I.).

- The deficit on the current account was not necessarily a bad thing,
not least since it was essentially the counterpart of the surplus on
capital account. It was better to have a current account deficit than
higher inflation, which might otherwise have been the consequence of
our lax monetary policy during the first half of last year. From 1870
to 1914 the U.S.A. had run a current account deficit much larger as a
proportion of G.D.P. than anything experienced more recently and this
had been a desirable consequence of the massive inflow of capital into
the U.S.A. for investment purposes during that period.

- This year's Budget should concentrate upon raising tax thresholds
and easing the impact of employee National Insurance at the lower end
to ease the poverty trap, and this should be done against the back-
ground of a more cautious and predictable monetary policy focussing
upon the monetary base (as in Switzerland). A period of balanced
Budgets and predictably cautious monetary policy would be highly
desirable for the country.
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2. Among the other points which he made in answer to questions were:

- Inflation (as measured by the R.P.I.) will peak in the summer and
begin to turn down in the autumn or possibly early next year, provided
that short term interest rates are kept at their present level until
about the early autumn.

- Two ways of reducing public spending would be (a) to move to a negative
income tax administered by the Inland Revenue, which would enable us to
abolish the Department of Social Security; and (b) to end all subsidies
to our farmers, which would enable us to abolish M.A.F.F. (hollow
laughter from the politicians present)!

- Questioned by David Howell about the disadvantages of moving entirely
to a system of monetary base control, he conceded that there would be
transitional problems; that since the banks and other lending
institutions would probably find a way around it, it would be necessary
to adjust their prudential ratios and reserve requirements from time to
time; and in any case it would be best to do it when inflation was much
lower (say 1% or 2%), since it would be likely to have an inflationary
effect in the transition.

- He attached no great significance to 'the Budget judgement', since he
did not believe in the merits of fiscal fine-tuning. However, he said
you should aim for a surplus of about the same size as the previous
year in order to convey an impression of stability and continuity in
the public finances.

- It was not pay (public or private sector) which caused inflation,
unless it was accommodated by an excessive growth in the money supply.

%3, You will perhaps gather from the above report that some of those
present were impressed by his breath-taking self-confidence and
simplicity. However, I am bound to add that the less initiated in his
audience seemed genuinely to approve of nearly all his views (save,
perhaps, his draconian approach towards the farmers). Altogether a
very exhilerating presentation!
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FINANCE BILL : UNAUTHORISED DISCLOSURE OF CONFIDENTIAL
INFORMATION : STARTERS 63 AND 452

1. In Mr Rogers' absence from the office, I am forwarding the
attached note by Mr Hutton reporting progress with these

starters. The note has been agreed with Customs.

2% We would welcome an early discussion with you on the issues

here which, as you are aware, are sensitive.

32 We and Customs colleagues would also find it helpful to
consider with you and the Economic Secretary, the arrangements

for handling these starters.

BU

cc PS/Chancellor Chairman
PS/Chief Secretary Mr Isaac
PS/Paymaster General Mr Rogers
PS/Economic Secretary Mr Painter
Mr Scholar Mr Beighton
Mr Culpin Mr Shutler
Mr Gilhooly Mr Miller
Mrs Chaplin Mr Bush
Mr Tyrie i Mr Jones
Mr Sutherland(e&a Mr Hutton
PS/C&E PS/IR
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INLAND REVENUE
MANAGEMENT DIVISION
SOMERSET HOUSE

FROM:: R A HUTTON

DATE: 27 JANUARY 1989

1 Mr E/B/E/Jones

alls Mr D B Rogiyéﬁyfiy/

3 Financial Secretary

PROTECTION OF TAXPAYER INFORMATION AFTER REFORM OF SECTION 2

OF THE OFFICIAL SECRETS ACT 1911
FINANCE BILL STARTERS 63 AND 452

1 Last month (Miss Feest's note of 6 December) you
authorised us to continue to work up the detail for these
starters. At the same time, you commented that there were
some potentially sensitive issues here; you were
particularly concerned about whether the proposed new regime

on confidentiality would be more restrictive than present

arrangements.

CC: PS/Chancellor Chairman Mr Jones
PS/Chief Secretary Mr Isaacs Mr Tyrie
PS/Paymaster General Mr Rogers Mr Hutton
PS/Economic Secretary Mr Painter PS/IR
Mr Scholar Mr Beighton PS/C&E
Mr Culpin Mr Shutler
Mr Gilhooly Mr Miller
Mrs Chaplin Mr Bush

Mr Sutherland - OPC

CONFIDENTIAL
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2 This note is by way of a progress report which, among
other things, picks up points which came up recently at
Dorneywood. You and the Economic Secretary may wish to talk
through the proposals with ourselves and Customs. We also
think that it would be useful to begin to consider the
arrangements for handling the proposed legislation since
time! to - the: "Budget and +Bill - is .¢sshorir*and '‘the' present
arrangements whereby parallel submissions are made by
Customs and ourselves to the Economic Secretary and you are

cumbersome.

Background

3% The background to these measures was set out in my
minutes of 23 August and 25 November and that of David

Howard of Customs to the Economic Secretary, on 25 November.

4. In brief, all employees of the Revenue departments are
bound by a special obligation of confidentiality which 1is
rooted in long standing principles of public policy. The
special nature of Revenue confidentiality is recognised by
the Courts as important to the public interest and it has
consistently received support from Parliament in
passing legislation allowing disclosure to be made only of

particular information for closely specified purposes. If a
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Revenue employee breaks this duty of confidentiality, he or
she faces disciplinary procedures which in a bad case could
lead to dismissal, JIn an extreme case criminal proccedings
could be brought under the Official Secrets Act (OSA).

Revenue officers have a very strong ethos of confidentiality
and this in combination with the deterrent effect of the
sanctions available has meant that neither Department has
any traceable record of a prosecution being brought under
the OSA. As you know there have been occasional breaches of
confidentiality in the past, however, and it would be wrong
to pretend that individuals might not be tempted in the

future.

L The Official Secrets Bill (0OSB) now before Parliament
changes this because, in repealing the present OSA and, in
particular, Sectien 2. it puts nothing in. place - to .allow
prosecutions by Departmenfs for serious breaches of
confidentiality outside, broadly, national security,
intelligence and defence. Specifically, tax information
received in confidence from companies and individuals will

not be covered.

6 But last years's White Paper also recognised there are
circumstances where it 1is 1in the public interest that

private information supplied in confidence to Government
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should be given the protection of the criminal law as civil
remedies and the Civil Service disciplinary code do not
provide sufficient safeguard against disclosure. Particular
reference was made to information supplied to the revenue

authorities. Hence Starters 63 and 452.

Offical Secrets Bill

7% The OSB completed its Second Reading during Christmas
week, and began its Committee stage on Wednesday (25
January). One of the features of the 0SB which we have had

to consider is the question of a "harm" test.

8i. The White Paper states that the Government believes
that  it. is right  to .use +the. criminal @ Yaw to ' prohibit
disclosure of certain information because of the degree of
harm to the public interest which may result. The White
Paper proposes that where it is necessary for the Courts to
consider the harm 1likely to arise from the disclosure of
particular information, the prosecution should be required
to produce evidence on the harm that disclosure has caused
and that the defence should be free to produce its own
evidence in rebuttal. The OSB provides specific tests of

harm to be applied to most of the offences it creates.
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9. There is no harm test however where the unauthorised
disclosure is by a member or former member of the Security
and Intelligence Services. We understand that the rationale
for this "isi‘that ‘all such  disclesures 'are -intrinsically
harmful because they carry a credibility which the
disclosure of the same information by any other person would
not and because they reduce public confidence in the ability
and willingness of the Security Services to carry out their
essentially secret duties effectively and loyally. There is
alse. ‘the practical . difficulty that,! if 3 *harm test were to
apply, evidence may need to be brought to Court which would
involve a disclosure itself as harmful as the disclosure

which is the subject of the proceedings.

3308 We are not proposing a specific harm test to apply to
the unauthorised disclosure of private information supplied
to the Revenue Departments. Comparisons may therefore be

drawn between the OSB on the one hand and the proposals for

breaches of confidentiality in the Revenue Departments on

the other.
i 5 It may be said, for example, that, in the absence of
any test of harm, Ministers are proposing a tougher code

for tax than exists for the majority of criminally-protected

disclosures under the new Offical Secrets legislation.
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12 We believe that there 1is a clear distinction of
principle between offences to which the new Official Secrets
legislation will import a harm test and the proposals for

breaches of confidentiality about tax.

il Most of the information to be protected by the OSB

proposals 1s Government information. We understand that

the underlying principle there is that there should not be a
criminal sanction against disclosure of information about
public business, unless the disclosure of that information
would genuinely harm the public interest. Hence the harm
test (other than in the case of unauthorised disclosures by
members of the Security Services) before someone can be
convicted under the 0SB proposals. By weontrast, tax
information which we seek +to protect is always private

information.

The revenue departments have an operational interest in
confidentiality, because we believe that without it we would
lose taxpayers' co-operation. But, more important, is the
fact that we have to intrude into people's privacy and
business confidentiality to carry out our functions, through
use of formal statutory powers where necessary, to obtain
information of a personal and business character. As the
Courts have recognised they therefore have a right to expect

that confidential information about their private affairs
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which we receive for our purposes is not subsequently
misused or broadcast to the wider world. And if ~that' is
correct, there is a need to be able to enforce that right in
the Criminal Courts in very exceptional cases where conduct
and discipline procedures are not adequate and where in the

case of ex-employees it is impossible to apply them.

157198 Better parallels with the Revenue Department proposals
are the anti-disclosure measures in the Financial Services
Aet' and'sthe Banking Act. Both are concerned to protect
private information. Neither contain the test of harm. And
both provide for fines and custodial sentences on conviction

in line with our proposals.

L5 While we believe the distinction of principle between
our proposals and those in the OSB are clear enough,
briefing for the public presentation of the case will need

very careful preparation.

k6. It will need to be emphasized that recourse to
criminal prosecution will be considered only in the very
worst cases. We think that it would be helpful to re-assure
the ~Heause lwont “thish point « as. a i'matter of “record "EE a5

appropriate stage.
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"Purported" information

i BBy The OSB provides for an offence to have been committed
when a statement is made which purports to be a disclosure
of sensitive information. In other words, someone can be
prosecuted even if what is disclosed is actually fictitious.
We understand that the reasoning behind the OSB here is that
such statements could be harmful because of the credibility
of the discloser and this information cannot always be
rebutted without making a further disclosure which is itself

harmful.

18. For the same reasons, we are considering whether the
tax measures should cover similar disclosures even though
the disclosure of purporfed tax information differs from
purported security material in one essential aspect: a
taxpayer can choose to override the confidentiality applying
to his tax affairs and publicly correct any mis-statement
made about him, with our endorsement of relevant facts, if

he seeks it.

Y9, There are very tricky issues here which we are still
exploring. We will come back to you on the point if we
think it necessary to cover the situation in the

legislation.
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WHAT OTHER DEPARTMENTS ARE DOING

20z With the one exception mentioned below all other
Departments seem so far to have decided against introducing
new anti-disclosure measures to compensate for the
restriction of OSA protection although some, 1like the

Treasury, may still be considering the matter. There is no

central initiative at the Treasury or OoMCS. Many
departments have specific measures in place already. There
are over 100 such. It has been an offence to disclose

population Census material since 1920 and there are for
example particular measures in the Airport Act, the Gas Act,
the Building Societies Act and many others including of
course the Financial Services Act and the Banking Act to

which we have already referred.

21 DSS and Health have Ministerial approval to put an
anti-disclosure measure into the current Social Security
Brlil. They propose to do so by way of a Government
amendment at Committee or Report stage, although this is
subject to approval by H Committee. Subject to that
approval, they ‘hope to wuse the Revenue measure as a
barometer of public reaction, as the Social Security Bill is
not due to leave the Commons until after Easter. They can
therefore leave their move until after publication of the

Finance Bill.



CONFIDENTIAL

22 DS8 are in touch with us at official level. They
share our concern that without careful presentation,
anti-disclosure legislation covering Civil Servants in
Inland Revenue, Customs and Excise and Social Security and
Health could be seen as a back-door way of re-asserting much
of the coverage given up by the reformed OSA. There are,
however, advantages in being first in the field: Tt Wil
allow the particular nature of Revenue Departments'

confidentiality to be distinguished.

OTHER DEPARTMENTS AND THE REVENUE PROPOSALS

230 In my minute of 25 November I referred to the
possibility of bringing certain non-Revenue employees who
had direct access to tax information within the ambit of our

proposals. In particular I mentioned:-

* Tribunal members such as General and Special
Commissioners of Income Tax and the Lands Tribunal -

all appointed by the Lord Chancellor.

* the staff of some of the Tribunals who
are officers of the Lord Chancellor's
Department.
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* National Audit 0Qffice staff,

* staff of the Parliamentary Commissioner.

T wdas agreed Lthal das a firslL step we should
ask these three bodies how they would view
the inclusion of their staff within the scope

of the sanction.

24. We await a substantive reply from the Lord
Chancellor's Department, although they have promised to give

the point urgent consideration.

252 The Office of the Parliamentary Commissioner has
referred our enquiry to Machinery of Government Division at
the Cabinet Office (OMCS) who in turn are seeking advice

from Treasury Solicitor.

26 National Audit Office accept in principle that their
staff should be included. We will take advice from
Parliamentary Counsel on the proper method of achieving

this:

T
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PUBLICITY BEFORE THE BUDGET

275 We understand from Home Office that while the
timetable for OSB ¢s not yet final, it is anticipated that
Committee and Report stages will be completed before the end
of February. All being well, it is hoped that the Bill will
be ready for Royal Assent by the end of May. The necessary
Commencement Order to bring it into effect and repeal the

old Section 2 OSA will be dealt with in the Autumn.

28 During Committee stage it could be that the reference
in the White Paper to possible anti-disclosure measures by
the Revenue departments will be picked up and guestions
asked of Home Office Ministers. We have told Home Office
officials that until our proposals are finally approved for
inclusion in the Finance Bill, the most that can be said is
that the matter is under active consideration. They accept
this and their advice to Home Office Ministers is that no
othef exposure should be given to the Revenue proposals in
case it fuels adverse reaction which could affect the main

thrust of the '0SB.
297, The tactics here are clearly for Treasury Ministers.

There is something to be said for an announcement in advance

of Budget Day; this is a non-fiscal measure and it could

Rt
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be useful to gauge public reaction, talk to and re-assure
the Trade Unions and other interested groups before the
measure gets tangled up with Finance Bill ©pressures
generally. On the other hand, if the proposal proves to be
contentious, an early announcement will give critics more
time to organise their opposition and, as mentioned above,
there could be awkward side-winds for your Home Office

colleagues. You may want to discuss this with us.

HANDLING BY REVENUE DEPARTMENTS

30 The present handling arrangements are cumbersome.
Inland Revenue and Customs currently produce parallel
submissions to yourself and the Economic Secretary
respectively and this inevitably leads to some loss of time.
We think it would be sensible if the joint measure was now
regarded as one starter, dealt with by one Department in the
lead with imput from the other. We suggest that it would
make sense for the Revenue to assume the lead role as the
larger Department, but in close consultation with Customs
and including 1in submissions any material of particular
concern to them as is appropriate. The lines of
communication at official level between our two Departments
are well established. This proposal obviously has
implications touching on Ministerial responsibility but
subject to that, we would like to discuss with you how we
might adapt our present procedures for the convenience of

the respective Ministerial and official teams.

5 2
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SUMMARY

Ik This minute is by way of a progress report which

specifically:-

* proposes that a harm test is not appropriate to the

proposed measure. (Para 7 et seq)

* highlights a tricky area - statements made which

purportg to disclose confidential information. (Para 17

et seq)

* discusses the question of advance publicity (Para 27 et
seq) .

* suggests that the handling arrangements need to be

considered. (Para 30 et seq).

32. There are a number of issues to be explored here. You
may find it helpful to discuss them with us on the
basis suggested at the outset (in Paragraph 2).
Meanwhile Parliamentary Counsel has been given

instructions to produce draft Clauses.

W.a..

R A HUTTON

14.
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MISS. S J FEEST
6 December 1988

MR R A HUTTON - IR ec PS/Chancellor
PS/Chief Secretary
PS/Paymaster General
PS/Economic Secretary
Mr Scholar
Mr Culpin
Mr Gilhooly
Mrs Chaplin
PS/IR

PROTECTION OF TAXPAYER INFORMATION AFTER REFORM OF
SECTION 2 OF THE OFFICIAL SECRETS ACT 1911

BUDGET STARTER 452

The Financial Secretary was grateful for your minute of
25 November 1988 and is content for you to proceed as stated in
your conclusion.

However he has commented that:

"There are some potentially sensitive issues here and we would

\A
look ridiculous if we were more restrictive thanA the old

provisions. "

SUSAN FEEST
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MANAGEMENT DIVISION
SOMERSET HOUSE

OM:2 R A HUTTON

25 NOVEMBER 1988

e
i Mr P B\?/Sones o O
25 (s

2 Financial Secretary o

PROTECTION OF TAXPAYER INFORMATION AFTER REFORM OF

SECTION 2 OF THE OFFICIAL SECRETS ACT 1911
BUDGET STARTER 452

0 s My minute of 23 August drew attention to the need for
legislation to provide a criminal sanction against
unauthorised disclosure of private and commercial
information supplied to the Revenue departments and

explains why it will become necessary once reform of the

Official Secrets Act (0OSA) has been completed. This
minute sets out in more detail proposals for
cc PS/Chancellor Chairman Mr Jones
PS/Chief Secretary Mr Isaacs Mr Tyrie
PS/Paymaster General Mr Rogers Mr Jenkins - OPC
PS/Economic Secretary Mr Painter Mr Hutton
Mr Scholar Mr Beighton PS/IR
Mr Culpin Mr Fallows PS/C&E
Mr Gilhooly Mr Miller

Mrs Chaplin Mr Bush




suitable legislation and seeks approval for . feormal
inclusion as a starter for the Finance Bill 1989. We are
not seeking to . cover Budget Confidentiality, or the
confidentiality of other economic or financial information
where everyone accepts that the same rules will naturally

apply to the Revenue as to other Government Departments.

THE NEED FOR A CRIMINAL SANCTION

20 When Section 2 (0OSA) is removed and if nothing is put
in its place, it could well be perceived by the taxpayer
that without a criminal sanction his protection is gone.
He would not necessarily see sufficient protection in the
ethos of the Revenue departments or any real sanction in
the disciplinary code. Indeed there ~would be no
protection at all against disclosure by people to whom the
disciplinary code does not apply, in particular former
employees. And when other compulsory information powers
are balanced by criminal sanctions where that information
is improperly disclosed, we feel an adequate answer is
needed to what will protect taxpayers privacy when Section

2 goes.



3. Nor is it just a question of taxpayer "perceptions".
As recent events have demanstrated, there is in practice a
real case for providing for the truly bad case where a
criminal sanction is needed as a last resort. There will
from time-to-time be people who are tempted to publish,
for political or other reasons, sensitive private
information whether about public or about private
individuals whom they have some reason for attacking. 1In
the case of an employee we have disciplinary sanctions up
to and including dismissal. However with a turnover rate
amongst junior staff reaching in some places 20% per annum
that is pretty fallible protection. For ex-employees (the
most recent area of difficulty) there will effectively be
no sanction at all.
7

4. It is for these reasons that zpﬁ% we are recommending
a fairly narrow provision to cover only :-

* information about the affairs of

taxpayers supplied by them or by
other persons.

* people directly employed in
handling this information to

establish tax liability.



THE PRESENT POSITION

5 The bulk of information provided by the public for

Revenue purposes 1is supplicd volunldrily; we resort to
enforcement powers in only a comparatively small
proportion of caces. There would not be such a high

degree of <co-operation without the <confidence that
personal and financial details will be kept private. The
special nature of tax confidentiality is recognised in the
statutory declaration required of all Revenue employees by
Section 6 and Schedule 1 of the Taxes Management Act 1970.

This says:

MAT AB, do solemnly declare that I will
not disclose any information received by
me in the execution of the duties which

may from time to time be assigned to me

by the Board of Inland Revenue except
for the purposes of my duties, or to the
Board of Inland Revenue or in accordance
with their instructions, or for the
purposes of any prosecution for an
offence relating to inland revenue, or
in such other cases as may be required
by law."



Similar declarations are rcquired uf Board members and of
those involved in the various appeal tribunals such as the
General and Special Commissioners. But the legislation
provides "no criminal " sanction for any. ‘breach of -the

obligations so imposed.

6 Revenue employees, as Civil Servants, are also
required to sign the standard Official Secrets Act
declaration. But the statutory declaration mentioned
above is unique to the Inland Revenue. Customs and Excise
have no similar requirement. Except in a few clearly
defined circumstances, disclosure is prohibited not only
to private individuals but also to any other Government
Departments, and to other public bodies, including the
Police. In the absence of the taxpayer's consent

disclosure will only be made:-

1% when ordered by the Courts;

330 for the purposes of a prosecution

for an offence against the Inland

Revenue;



72.53-90) when the Department's obligation is
specifically overridden by statute (e.y. Section
59 Social Security Act which allows some

disclosure to DSS.)

7/ The Board has discretion as part ot their
responsibilities for the care and management of the income
and capital taxes to permifséther disclosures. But it is
used very sparingly indeed. Information is given to the
Police in murder and treason cases for example, but very
rarely in cases involving any other crimes, except when

ordered by the Courts.

8. Even then, the Board would ordinarily invite the
Court not to require the disclosure of information because
of the overriding public interest in that information
being protected, where a Revenue witness 1is asked to
reveal details of a taxpayer's affairs without that

taxpayer's consent.



INFORMATION TO BE PROTECTED

o The OSA White Paper puts the Government view that the
civil remedies available to those providing information,

and the disciplinary procedures which preclude disclosure

by Crown Servants,  will for +the 'most part provide
sufficient protection for private information. But =it
also says there are circumstances, particulary where

information is provided under statutory requirement, when
it is in the public interest that such information is
given the protection of the criminal law. The White Paper
suggests that information provided to the tax authorities

should receive particular consideration in this context.

20 It is clear that under that policy there is no case
for criminal sanction to apply to Cabinet documents or
Ministerial advice as a class, or to economic information.
In debate the Home Secretary has specifically included
Budget papers in the class that should not be given this

protection.



s In the submission we seek to protect only that
information which relates Lo the affairs of taxpayers
(individual or corporate) whether it 1is supplied by
taxpayers, agents acting on their behalf, or by other
bodies such as Banks and Building Societies. This would
include certain sensitive information received by the
Valuation Office under statutory powers; rent returns for
rating purposes, particulars delivered of property

transactions and survey details from inspections.

125 We must also include any information received from
foreign governments under Double Taxation Agreements. We
have an obligation to give such information the same
protection as is given to information obtained under our
domestic law. We would be 1in breach of our treaty
obligations if we excluded the information from the new

measure.



WHO SHOULD BE COVERED?

a2l

The obvious category to whom the sanction should

apply are those who have, or have had, direct access to

taxpayer information as part of their every day duties.

This would

14.

i)

ii)

iii)

iv)

v)

include: -

the Board;

Inland Revenue employees;

former employees (including

pensioners) :

those seconded to the Revenue from

outside bodies or other departments;

consultants and contractors having
access to taxpayer information in
the course of carrying out work

behalf of the Board.

on

There are others who receive taxpayer information

from the Revenue or are given limited access:-



i)

F19

iii)

iv)

v)

vi)

Tribunal members such as:-

Special and General Commissioners

Lands Tribunal

Section 463 Tribunal

Board of Referees under

80(3) TMA

Clerks to Tribunals and their

staff;

The Parliamentary Commissioner and

his staff:

staff of the National Audit Office;

the Police (under the Drug

Trafficking Offences Act for

instance);

staff of other departments to whom

we disclose information under statute.

60

Section



1:57% There are considerable problems in our exercising
control over non-employces even those fairly directly
concerned in the administration of tax. The imposition of
disciplinary ©procedurcs for less serious disclosure
offences has to be left to the employing bady. Prosccution
for a more scrious offence could be undertaken but we
would normally seek the agreement of the employing
department. There is a case for saying that once
information has been passed from the Revenue we believe it
should be given the same protection as it receives in the
hands of Revenue employees. There is precedent for this
in Section . 58 of 'the Finance &Act 1969. It permits the
Board to disclose to the Department of the Employment or
the Business Statistics Office certain specified
information for statistical purposes and provides a
criminal sanction of up to 2 years imprisonmentAof a fine
or both for onward disclosure otherwise than in accordance
with the Section. But the practicalities require the
co-operation of the employer. There are limits to how far
we can go in seeking to provide sanctions for disclosure

by third parties.

{alis



16 As a first step we think we should seek the views of
the Lord Chancellor's DNepartment, who have responsibility
for the appointment and conduct of the General and Special
Commissioners and the Lands Tribunal, on extending the
sanction to those involved in the tribunals. The General
and Special Commissioners d4re at present bound by the
statutory declaration in the Taxes Management Act and this
does suggest that their position parallels that of Revenue
employees. We could also ask the PCA and the National
Audit Office how they would view the inclusion of their

staff within the scope of the sanction.

il Overall though we are against trying to spread our
net too wide. To do so would weaken our case for the
special nature of Revenue confidentiality. And it could
draw accusations that we were countering the limited scope
of a reformed OSA by substituting our own "catch all"
provision along the 1lines of the o0ld and discredited

Section 2.

i



WHAT PENALTIES ARE WE SEEKING?

18 Under the Official Secrets Bill (0SB) and the
Banking Act 1987 maximum scntences of 2 years imprisonment
or a fine or both are provided on indictment and 3 months
imprisonment or a fine or both for lesser offences on
summary conviction. Our feeling is that while it might be
argued - the: material covered ‘by' the 0SB falls into a 'more
serious category than Revenue information there seems
nothing to distinguish it from that covered by the Banking
Act and we already have the provision mentioned at
paragraph 14 above. A convincing deterrent is needed to
satisfy the public perception and these are maximum terms
which can be tailored to the offence. These matters are
regulated by the Home Office according to a scale of
punishments and it is not a matter on which we need seek
views from Treasury Ministers at least at this stage but

they look like precedents.

CONTROL: OF PROSECUTIONS

19. It is important that control of prosecutions lies in
the Board's hands. If it does not, we may face a situation
where a member of the public could bring a prosecution for
an offence we would not consider serious enough to justify

criminal charges. There is a parallel in the bribery and

13.



collusion section in the Customs Management Act. Under
this provision a prosecution has to be ordered by the

Board of Customs and Excise.

CO-ORDINATION WITH CUSTOMS AND EXCISE

205 Like us Customs hold sensitive confidential
information, particularly in relation to VAT traders, and
in connection with the control of drugs. Historically,
the basis of Customs confidentiality has developed in a
slightly different direction from the Inland Revenue's but
there is little real difference between the two
Departments in this respect. Customs have some
reservations about strength of the case for criminal
sanctions but are to brief the Economic Secretary seeking

approval to go ahead with a joint measure.

Discussions have not so far turned wup any major

differences such that would prevent a joint approach to

the drafting.

TIMING

s e We understand from the Home Office that the Official

Secrets Bill is set down ' for second reading on 12

December. Given a normal passage through the House, we

14



might expect repeal of the old OSA around Easter, leaving
a hiatus until the Finance Bill receives Royal Assenl. We

would not propose to do anything for this interim period.

CONCLUSION
225 If you are content we would like formal approval
please: -

* for inclusion as a budget starter

* to instruct Parliamentary Counsel

* o write to the Lord Chancellor's

Department
* to write to the NAO and PCA.

R A HUTTON

25 November 1988

bz
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5o PS/Chief Secretary
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3 FINANCIAL SECRETARY Sir Peter Middleton

Sir Terence Burns

Mr Anson

Mr Wicks

Mr Scholar
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Miss Hay
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Mr Jefferson-Smith - C&E)*
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1989 FINANCE BILL

I attach updated Budget starters summary sheets covering all
departments, together with:

(a) reference sheets for 2 new Inland Revenue starters:

083



BUDGE'T SECRET

number 158 - Charities: Payroll Giving Limit.
number 404 - Tax Charge on Switching Investments in
Offshore Funds (Umbrella Funds).

(b) a revised Index for Inland Revenue.

Numbers of starters

2 You may wish to note that out of a total of 127 starters,
decisions have now been taken to include 68 (13 provisionally) and
to drop 38 (1 provisionally). Thas N\escan 2\ whodas w«xﬁ&mwxﬁ~&§b$0w_

Instructions to Counsel

3. Parliamentary Counsel have confirmed that they have received
instructions on the following numbers of starters:

Received in part or full Not received*
Revenue 30 22
Customs 5 2 (+4 not required -
Treasury Orders)
Transport 9 0
Treasury 6 1

(* excluding those dropped and provisionally dropped).

Size of the Bill

4. Our tentative estimate of the size of the Bill is that it
will now be in the order of 223 pages (including schedules, but
excluding 3 starters for which as yet there is no estimate of
length of legislation). Inland Revenue starters are expected to
account for around 169 pages.

Sk i

MISS T A M POLLOCK
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CONFIDENTTIAL

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

Date 26 January 1989

2 3 4 5 6 il 8 9 10 11
Date Revenue £m Staff Effect Legislation
Description Status main cost(-)/Yield(+) Length  Date Other
subm. 1989/90 1990/91 1/4/90 1/4/91 Inst. sent Comments
to Counsel
Excise: duty rates UCM 16.12.88 +12725 +1325 Nil Nil 1 1/2 pages 1989-90 revenue
and 12 pages yield based on
of schedules revalorisation of

6.8%. 1990-91
yield based on
Autumn Statement
methodology.

Excise: power to i 6.10.88 Neg Neg Nil Nil 13 lines ‘Drafted

estimate revenue

duties payable

Excise: restriction i 29.9.88 Neg Neg Nil Nil 1/2 page Drafted

of duty-paid bleading

of made-wine

4.  Excise: measurement I 6.10.88 Neg Neg Nil Nil 10 lines  Drafted

and declaration of

original gravity of

beer

5. Excise: misdescription I 14.10.88 Neg Neg Nil Nil 3 lines Drafted

of substances as beer
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CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

CONFIDENTIAL

Date 26 January 1989

1 2 3 Ut 5 6 i 8 9 10 1M
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) Length  Date Other
subm 1989/90 1990/91 174790 1/4/91 Inst. sent Comments
to Counsel
6. Excise: o0il duties B 3 L 88 8T UNG ] Nil Nil Nil 1 1/2 pages 21.10.88
relief
T Excise: abolition D 4.11.88 -160 -160 -5 -5 N/A
of gas o0il/fuel
01l duties
8. Excise: simplified D 18.11.88 Nil Nil Neg Neg N/A
iuty credit
arrangements for
tobacco
9. Excise: matches and D 1. 1088 .- "=20 -20 -9 =9 N/A
mechancial lighter
duties: abolition
30. VAT: ECJ judgement I 2506 88 ST +110 +44 +129 ) Decisions on sub
on zero rates Gross Yield ) 3 1/2 pages sidiary elements
+335 +625 ) and 14 pages still required
) of schedule 8.9.88 Further
) : submissions in
31 VAT: minor property I 125488 545 +20 Nil Nil ) due course.
changes
. 32. VAT: charities gcM:  a7:.1.88 =5 -5 Neg Neg None (Treasury Order)
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CONFIDENTIAL Date 26 January 1989
CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS
1 c 3 Ut 5 6 7 8 9 10 1
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) Length  Date Other
subm 1989/90 1990/91 174/90 1/4/91 Inst. sent Comments

to Counsel

33. VAT: adjustment I Vo B8 8H SNy} ‘Neg Nil Nil Treasury Order Implementation fre
of input tax on 1.4.90
capital goods
24, VAT: revalorisation NSM Neg Neg Nil Nil None
of registration/ (Treasury Order)
deregistration
thresholds
5. VAT:simplification i 14.10.88 =35 -100 Neg Neg 1 14 pages and 17.11.88
of regiszration 1/4 page of
requirements schedule
36.  Right to repayment I 1.9.88 Nil Nil Nil Nil 1 page 6.12.88
of VAT/excise duties
and consequential
changes
37. VAT: bad debt relief I* 14.10.88 -50 =150 +10 +20 1 1/2 pages 25.10.88
(perm)
38. VAT:review of default T* =10 - 20 Nil Nil 1 page and 9.11.88  Interim
surcharge 4.1.89 10 lines 21.11.88 subm. 21.11.88
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CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

CONFIDENTTIAL

Date 26 January 198¢

1 2 3 i 5 6 7 8 9 10 11
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) _ength  Date Other
subm 1989/90 1990/91 /74790 1/4/91 Inst. sent Comments
to Counsel
39. Duty and tax reiief I 21510884 N1l Nil Nil Nil 1 page 24111288
for dip_omats and
visiting forces
40. VAT:research anc IL 31.8.88 -5 -5 Nil Nil None
developrent cars (Treasury Order)
41. VAT:passenger D 2:11.88 Depends on N/K N/K N/A Instns to Sol-
transport decisions icitor's Office
2588
42. Car tax: rate D 3.10.88 Depends on Nil Nil N/A
change decisions
60. Prosecution time I# TN 8 R aNG 1 Nil Nil Nil 1 14 pages 1.11.88.
limits
61. Seizure at export I* Nil Nil Nil Nil 1/2 page Interim subm.

of probable cash
proceeds of drug
trafficking.

7-41.88



tlapus . CONFIDENTIAL Date 2§ January 1989

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

1 2 3 4 5 6 7 8 9 10 1
Date Revenue £m taff Effect Legislation

No. Description Status main cost(-)/Yield(+) Length Date Other
subm 1989,90 1990/91 1/4/90 1/4/91 Inst. sent Comments

to Counsel

London Fort banking: I 21.9.88 Nil Nil Nil Nil
amendmer:.t to CEMA

Section 17

6 lines Drafted

63. Unauthorised dis- I 25 B B Nil Nil Nil
closure of
confidential

information

1 page 12.1.89



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

1

2

BWOGRET SECRET

Date: 26 January 1989

10 11

No

Description

Status

Date

of main
sub®

Revenue fm
cost(-)/yield(+)

Staff Effect

1989/90 1990/91

1/4/90 1/4/91

Legislation

Length

Other
comments

Date inst.
sent to
Counsel

100

101

102

103

104

105

Income Tax:
allowances,
basic rate
limits and
rates

Amalagamation
of MCA and
APA

Benefits in
Kind - Misc 1

Benefits in
Kind - Misc 2

Benefits in
Kind: car
and car fuel
benefit

Benefits in
Kind: company
cars — salary
forgone

UCM

UCM

I*

30.11.88

22.7.88

17.8.88

18.11.88

Depends on decisions

Small cost

Depends on decisions

Depends on
decisions

Neg Neg

Neg Neg

2/3
page

Up to

pages

N/A

N/A

N/A



Ru9uST SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26k January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™ 1989/90 1990/91 1/4/90 1/4/91 Counsel

106 Benefits in UCM 18.1.89 NTL +10 “+100 +100 2=3

Kind: : pages

provided (more with

accommodation transitional

rules)

107 Reform of I 27.7.88 +5 +30 [Probably small 2-3

relief for - may depend on pages

relocation extent to which

costs employers gross

up |

108 Schedule E: I 18.11.88 -60 -80 +10 +40 5-6 9.1.89 Full year yield

Receipts pages 13.1.89 of +£50ms | Full

Basis year staff

saving of 175.

109 Schedule E: D e ——— s e S N/A The decision on

post cessation 108 implies the

receipts dropping of

this starter.

110 Schedule E: I* 16.12.88 Depends on decisions Nil [Probably =2

lump sum insignificant] pages

payments



LW)ORT SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26.January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™ 1989/90 1990/91 1/4/90 1/4/91 Counsel

P11 Testimonials D 16.11.88 e S e e T N/A

for

sportsmen
112 Review of S 6912 88 - Neg - Neg Neg Neg Up to

Employee 2=3

Share Schemes pages
113 Employee Share I* 6.12.88 Cost depends on Possibly + 2 to Up to

Option Plans selection from range 3 Inspectors 3

(ESOPs) of possible tax reliefs pages

and on take-up.
Currently unpredictable

114 Taxation of I 8.9.88 Neg Neg Nil Nil Up to 16512.88

employee 1 (part)

priority in page

company

flotations
115 Employees' I 6.12.88 Probably negligible Nil Nil Up to 17.1.89

material 1

interest page



RWONKT  SECRET

BUDGET STARTERS: SUMMARY SEEETS Date: 26 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue fm Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
116 Amendments I* 7=7588 =5 o —108 =10 *to' =15 (Some staff About 4.8.88
to PRP cost likely) 8 11.8.88
pages 20.12.88
(part)
117 Mortgage I 10.11.88 Limit unchanged at £30,000 Drafted
interest
relief Nil Nil Nil Nil Few
limit for lines
1989-90

Increase to £35,000

=320 =400 2, =5

Increase to £40,000

=530 -690 =10 =10
118 Prusts: ucM 2551188 Depends on decisions Depends on Perhaps
general decisions =2
review pages
119 Mixed UCcM 2511588 £10m - and possibly Depends on Perhaps
residence and a good deal more - decisions 4-5
non-resident tax at risk if no pages
trusts action taken



RWOWET  SECRET

BUDGET STARTERS: SUMMARY SHEETS Date: 2 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other

No Description Status of main cost(-)/yield(+) sent to comments

sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel

{5045 (Char brakite D 12.12.88 Small cost Neg Neg N/A
covenants

151 Charities: ucH 4B 88 N/K N/K N/K N/K 1 29..11:488
covenanted page (provnl)
membership
subscriptions

152 fax relief I 18.10.88 -5 -10 Nil Nil A Full year
for equity page staff effect
investment of -30

153 Pensions: i 17.10.88 Neg Neg Neg Neg 10 6.12.88
changes to pages 15.12.88
tax rules 2012588

23.12.88
10.1.89
(part)

154 Miscellaneous I 24.11.88 Nil -35 +10 25 4 16.12.88
allowances pages (part)

159 Friendly D 9.9.88 S P e === i N/A Proposal to
Societies be implemented
Protection through
Scheme secondary

. legislation.



DWPa&T  SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 2{ January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™™ 1989/90 1990/91 1/4/90 1/4/91 Counsel
156 Unit trusts: I 9.12.88 Neg -20 Nil Nil 5 25.,1.89 Full year
basis of pages v cost £20m
charge
15 Swap Fees D 4.11.88 == e = e = N/A Further sub-
mission on
extending ESC
158 Charities: T 17.1.89 Neg Neg Nil Nil Few 26.1.89
payroll giving lines
limit
200 Main CT rate UCM 13.1.89 Yield/cost of 1 per Nil Nil 2 Drafted Full year
for Financizl cent change lines yield/cost
Year 1989 £570m
10 400
201 Small UcM 13.1.89 Yield/cost of 1 per Nil Nil 4-9 Bhartaa Full year
companies rate cent change lines yield/cost
of CT for S 'm
Financial Neg 30
Year 1989
202 Purchase of D 23115287 — =8 S e g N/A
own shares
by quoted
companies
.203 Entrepreneurs D 18.11.88 == - - -— -— N/A

.scheme



BUOWET SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 2( January 1989
INLAND REVENUE
1 2 4 5 6 7 ] 9 10 11
Legislation
Date Revenue fm Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel

204 Business D 25.11.88 g - = e s N/A

Expansion

Scheme
205 Advance I 8.12:88 Depends on decisions Neg Neg 2

Corporation pages

Tax (change

of ownership,

surrender)
206 Close I* 25.8.88 Cost depends on Neg Neg Up to 20.1.89

company decisions = could 5 pages for (part &

legislation exceed £50m in each apportion-  prov?l)

year. ment

207 Capital I 28.10.88 Neg Neg Neg Neg 1/, Drafted

allowances at page

sports grounds
208 Capital D 1:2:12.88 e -—— — ——— ——= N/A

allowances

and VAT
209 Capital I 28.10.88 Neg Neg Neg Neg 7 4,11.88

allowances: pages

pre-—

consolidation
amendments



TWYRT  SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 2L January 1989
INLAND REVENUE
1 2 4 5 6 7 8 9 10 11
Legislation
Date Revenue f£m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™ 1989/90 1990/91 1/4/90 1/4/91 Counsel
210 Hobby farming D 20.10.88 - gt = o o N/A
provisions
211 Abolition of D 20.10.88 e == e i T N/A
farmers'
averaging
provisions
212 Reopening of I* 25r°111.88 Neg Neg Depends on 2 10.11.88
claims etc details pages (provhl)
213 Extension of I 8.9.88 N/K N/K N/K N/K 7 Drafted
pre—-trading lines
expenditure
relief
214 Sports D 8.11.88 S i e e = N/A
governing
bodies
215 Life 1 30.11.88 Depends on decisions Neg Neg 2 18.11.88 Initial
Assurance (FST) pages 20.12.88 submission to
Review 351,89 FST on 21.10.88
(part)
250 CGT D 16.11.88 Ehe -— - ——= —-_— N/A



Rwpe&'  SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26 January 1989
INLAND REVENUE
1 2 5 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™™ 1989/90 1990/91 1/4/90 1/4/91 Counsel
251 CGT: Annual I N/A Nil¥ -10 No staff effect Few Drafted Full year
Exempt Amount ‘:ﬁ::&ﬁ:i:gtasguming revaloris-  lines cost of
ation, staff (in event £25m.
e i I Bl 3 e
(sndoyed bora addition if not of non reval- Decision
dn“uh"‘xmyﬂrevalorised as orisation). taken at
follows Dorneywood.
% assuming revalorisation No submission
Nil +10 (+25 in full year) required.
252 CGT: Gifts I 24.10.88 Neg +25 Neg Neg 10 1.12.88 Full year yield
relief pages £50m
253 CGT: D 8.11.88 L i it o iy N/A
Qualifying
Corporate
Bonds
254 CGT: Non- I 9.11:88 Substantial revenue Neg Neg 61/2 23.11.88
resident at risk if no action pages
companies taken. (Firm estimate
trading in not possible but cost
the UK. could well exceed £100m
a year).
255 CGT: Technical I 17.10.88 Neg Neg Neg Neg 11/2 Drafted
changes pages

associated with
rebasing



BuguesET SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™™ 1989/90 1990/91 1/4/90 1/4/91 Counsel
256 CGT: Chattels I 20.10.88 Neg Neg Modest staff Few Drafted
exemption savings lines
257 CGT: Private D 21 11088 ez T === =r= = N/A
Residence
Relief
258 Lloyd's CG UCcM 15. 12,88 Nil Nil Nil o ) 1 Full year
treatment page yield +£50m
259 IHT - threshold NEM =37 =55 Indexation alone 1/2 The costs reflect
and rate Nil Nil will add to staff page the effect of
(from indexed base) needs (increase of (if no automatic
30% in caseload) automatic indexation and
indexation) are already
assumed in the
forecast.
260 [nheritance D 2.11.88 e -— —— ——— ——— N/A
tax:
liability of
trustees



WOLET SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 25 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub®™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
261 [HT: Instruments I 14.11.88 Neg +10 =5 L0 3 20.12.88 Full year
of variation pages (part only) yield
estimated at
£20m. All
yield figures
highly
uncertain.
262 CGT: sterlirg UCM 18.1.89 Nil Neg Neg Neg Ug to 26.1.89 Full year
non-qualifying /3 yield
corporate page perhaps £50m
bonds eventually.
Some links
with Starter
453,
263 Gifts to NSM Neg Neg Neg Neg UY to
Housing /9
Associations page
300 Stamp duty D 30.11.88 i _— ——e Lae e N/A
on houses
and land:
threshold



RBUPOCET

SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue fm Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub®™ 1989/90 1990/91 1/4/90 1/4/91 Counsel
301 Stamp duty: I* 17.10.88 0.25% 16.11.88
rate on (provnl)
shares -350 -385 +10 +10 174
page
Abolish
-830% -970%%* Neg =40 7 * 1989/90 cost
pages of £150m if
*% Net of offsetting increases in other taxes 1/1/90 start
date.
302 Stamp duty: D* Neg Neg +10 +10 Depends The provisinal
TAURUS (minimum figures on precise decision on
- could be many form of 301 implies
more) changes the dropping
needed of this
starter.
350 0il abandonment: UCM 22 12,88 Neg Neg Nil Nil Up to Preliminary
PRT/CT relief 10-15 submissions to
pages EST on 30.10.87
depending on and 5.5.88
what changes
are implemented
351 PRT: D 26.10.88 — -— -— -— -— N/A
tariffing
issues



QRWOGET  SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 2 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™ 1989/90 1990/91 1/4/90 1/4/91 Counsel
352 Piper Disaster: D 26.9.88 o g i iy = s N/A EST has
PRT and CT reaffirmed his
treatment of earlier
insurance decision in
receipts the light of
companies'
response.
353 PRT: relief I 22.12.88 =40 -40 Nil Nil 5 25.1.89 Preliminary
for incremental pages submissions to
oil field EST on 28.7.88
investment and 5.8.88
354 PRT oil D 3515, 88 e == S S S N/A
allowance:
"Peak Shaver"
fields
400  Tax deductible I 6.9.88 Without legislation Nil Nil 1/, Drafted
from tax credit there could be a page
payments to US revenue cost of £15m
companies a year (plus £68m in
respect of past years)
401 Sovereign D 12.7.88 = - -— -— ——— N/A
immunity



VBUORET SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™? 1989/90 1990/91 1/4/90 1/4/91 Counsel
402 Individual UCM 6.12.88 Possibly yield of Possible saving =0
residence £50m of 10 units pages
403 EEIG's D 1 R s S R e S = N/A Deferred to
1990.
404 Umbrella I 9.12.88 Possibly +5 a year +5 +5 1-2
funds pages
450 Keith I 6.7.88 Neg Neg Neg Neg 26 Several
Committee: pages dates in
administrat:ve Oct & Nov
improvements
451 Sub-contractor I 14.10.88 Neg Neg Neg Neg 1/2
tax scheme page
452 Unauthorisec I 25..11.88 Nil Nil Nil Nil 5 12.1.89 Joint measure
disclosure cf pages with C&E
information
provided to
IR and C&E
453 Deep UcM 18.1.89 Nil Neg Neg Neg 1
discounted page
government
and para-

statal bonds



RWOGET  SECRET
BUDGET STARTERS: SUMMARY SHEETS Date: 26 January 1989
INLAND REVENUE
1 2 3 4 5 6 7 8 9 10 11
: Legislation
Date Revenue fm Staff Effect Length Date inst.: Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™® 1989/90 1990/91 1/4/90 1/4/91 Counsel
454 Electronic ucM 27.10.88 Neg Neg N/K N/K Less than Timing of
payment of 1 legislation
dividends page depends on
successful
result of
discussions
with APACS
455 Electricity UCM .8.12.88 Depends on decisions Neg Neg =3
privatisation: but probably small pages

miscellaneous
taxation
provisions

cost.



QUOR"T CONFIDENTIAL
IDGET STARTERS: SUMMARY SHEETS
DOCPARTIENT OF TIRANSPYR2T Date
— 26 January 1989
| 2 3 4 5 6 7 8 9 10 !
Legislation
Bataiat Revenue £m Staff Effect Length Date of Other Comments
Feaey 7 . : -)/Yield(+) Inst. t
N Description Status main cost(-)/Yield(+ SR GLE A Pl o nst. to
e " Submission 1989/90 1990/91 1/4/89 1/4/90 Conneel
600 Northern Ireland D 4.11.88 NIL NIL NIL NIL N/A
/GB Exemption
601 Trade Licensing b 4.11.88 +NEG +NEG NIL NIL N/K 9.8.88
602 Special Types i 4.11.88 +NEG +NEG NIL NIL c-2-3 lines
s-1 table 9.8.88
(not confirmed)
603 Rigid Goods I 4.11.88 +£20m NIL NIL c-2-3 lines
Vehicles s-3 tables 9.8.88
(not confirmed)
604 Hackneys I* 4.11.88 +£20m  +£20m NIL NIL c-2-3 lines
s-1 table 9.8.88
(not confirmed)
505 Recovery Vehicles I 4.11.88 NIL NIL NIL NIL L-6 lines Drafted
506 Dishonoured Cheques i 4.11.88 +NEG +NEG N/K N/K c-2 pages Nov 88
607 Minimum threshold D +NEG +NEG NIL =207 N/A
for Refunds
608 Abolishing refunds D -10 -Lo NIL -1007? N/A

/6 month licensing



QAT CONFIDENTTIAL
{UDGET STARTERS: SUMMARY SHEETS
A4 (2T EL T OF TRANSPORT
Sdal Date 26 January 1989
| 2 3 4 5 6 7 8 9 10 1)
Legislation
Date of Revenue £m Staff Effect Length Date of Other Comments
i : -)/Yield(+) Inst. t
No Description Status main g_(_)_st_(_l;_____ b &t Ul e U e nst. to
Submission 1989/90 1990/91 1/4/89 1/4/90 Counsel
609 Mandatory 2 or 3 D +N/K +IT/K NIL -NEG N/A
yvear First Licensing
610 Mine Rescue D 4.11.88 NIL NIL NIL NIL N/A
630 Failure to notify D 4.11.88 NIL NIL NIL NEG? N/A
keeper changes
631 Update reference tc 1 4.11.88 NIL NIL NIL NIL N/K Drafted
"registration" to
include "registration
book"
632 Grass Cutting I 4.11.88 -NEG -NEG NIL NIL c-4 lines 18.1.89
Vehicles (revised instructions)
633 Sale of Registration I 4.11.88 +NEG up to +NEG +20 c-4-5 lines June 88
Numbers £50m s 1% pages
per year



X

Other Comments

e

Alteration of levy

on profits either to
a revenue levy or a
mixed revenue/profit

Simplification of

arrangements for
dealing with small
holdings of the

Simplification of
current arrangements

VwDuRT CONFIDENTIAL
HDGET STARTERS: SUMMARY SHEETS
Date 26 January 198
HM TREASURY %9
i 2 3 4 5 6 7 8 9 10
Legislation
Dateiof Revenue £m Staff Effect Length Date of
No Description Status main EQ_St(‘)/Yiem(+) faeoe Lok G Inst. to
Submission 1989/90 1990/91 1/4/89 1/4/90 o g
650 ITV Levy ucM 11.10.88 NIL +60 NIL NIL up to
1 page
and 3-4 pages
of schedules
system
651 Government stock: T 4.10.88 NEG NEG NEG NEG 12 1ines:~ ;“18.8.88
small estates the Bank's
deceasec.
652 Gilts Redemption I 4.10.88 NEG NEG NEG NEG 15-20 lines 18.8.88
Monies: New
Procedures
653 Gilts Redemption D 4.10.88 NIL -NEG NEG NEG N/A
Monies: Psyment of
Interest on monies
due to deceased
holders
654 Redemption 3% I 21.10.88 NEG NEG NIL NIL % page 18.11.88

1986-1996: wind up
of Annuities Account
and Sinking Fund



CDGET STARTERS: SUMMARY SHEETS

QU WRT CONFIDENTIAL

HM TREASURY Date 26 January 1989
i 2 3 4 5 6 7 8 9 10 4
Legislation
Late of Revenue £m Staff Effect Length Date of Other Com mends
No Description Status main g)_st(-)/Yield(ﬂ e G T S e T A Inst. to
Sibmission 1989/90 1990/91 1/4/89 1/4/90 Counse]
655 Power to use NLF money I 6.1.89 NIL NIL NIL NIL about 6 lines 13.1.89
to purchase and cancel
Gilt Edged Securities
ahead of redemption
656 National Savings: I 6.12.88 NIL N/K NIL NIL up to 3 lines 9.1.89
Abolition of minimum
interest rate pro-
vision
657 National Savings: i 6.12.88 NIL NIL N/K N/K N/K 9.1.89

Restriction of Invest-—
ment and Ordinary
Accounts to personal
holders



‘ CONFIDENTIAL
BUDGET STARTER: REFERENCE SHEET Date of issue: 13 January 1989

TITLE: Tax Charge on Switching Investments in Offshore Funds (Umbrella Funds)

STARTER NUMBER: 404 CLASSIFICATION: C
Revenue f£m* Staff effects* Length of legislation*
cost(-)/yield(+) (Full year)
1989/90 1990/91 1/4/90 1/4/91
Difficult Eo +5 i 1-2 pages

estimate but could
be of the order of
up to +£5m a year

Minister in lead PCTA or equivalent
resolution required

FST No

ORIGIN OF STARTER: Representations from the Unit Trust Association
BACKGROUND AND COMMENTS:

Ministers have accepted that there should be a 'level playing field' for taxing
investors in UK unit trusts as comapared with investors in similar offshore investument
funds. At present switching investments within an offshore fund gives rise to no tax
charge whereas switching within a UK unit trust does. This change will bring forward
an appropriate part of the tax charges that already arise on the disposal of interests
in offshore funds.

OFFICIAL IN LEAD: P W Fawcett TELEPHONE 3541 6497
OFFICIAL IN SUPPORT: Mrs C Smyth TELEPHONE 3541 6015
FP CONTACT: Miss M Hay TELEPHONE 270 4918

* HEALTH WARNING The data reports the position at the time of issue of each Refere
Sheet and will be updated only if the scope of the Starter changes significantl
Latest information for all items can be found on the Summary Sheets.



= CONFIDENTIAL
BUDGET STARTER: REFERENCE SHEET Date of issue: 13 January 1989

TITLE: Charities: Payroll Giving Limit

STARTER NUMBER: 158 CLASSIFICATION: C
Revenue fm¥* Staff effects¥* Length of legislation*
cost(-)/yield(+) (Full year)
1989/90 1990/91 1/4/90 1/4/91
Neg Neg Nil Nil Few lines
Minister in lead PCTA or equivalent

resolution required

FST Yes

ORIGIN OF STARTER: Chancellor
BACKGROUND AND COMMENTS:

Current limit on donations qualifying for relief under the payroll giving scheme is £240 a
year. Ministers are considering an increase for 1989-90.

OFFICIAL IN LEAD: C Stewart TELEPHONE 3541 7414
OFFICIAL IN SUPPORT: Mrs E Fletcher TELEPHONE 3541 7784
FP CONTACT: Miss M Hay TELEPHONE 270 4918

* HEALTH WARNING The data reports the position at the time of issues of each Reference
Sheet and will be updated only if the scope of the Starter changes significantly.
Latest information for all items can be found on the Summary Sheets.
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INDEX

INCOME TAX

100
101
102
103
104
105
106
107
108
109
110
i1y
12
113
114
115
116
17
118
5L

Income tax allowances; basic rate limit and rates
Independent Taxation: minor consequential changes
Benefits in kind: Misc 1

Benefits in kind: Misc 2

Benefits in kind: car and car fuel benefit
Benefits in kind: company cars - salary forgone
Benefits in kind: provided accommodation

Reform of reliefs for relocation costs

Schedule E: receipts basis of assessment
Schedule E: post cessation receipts

Schedule E: lump sum payments

Taxation of testimonial payments to sportsmen
Review of employee share scheme legislation
Employee Share Ownership Plans (ESOPs)

Taxation of employee priority in company flotations
Employees' material interest

Amendments to PRP

Mortgage interest relief limit for 1989/90
Trusts - general review

Mixed residence and non-resident trusts

SAVINGS AND INVESTMENT

150
151
152
153

154

Charitable covenants

Charities - covenanted membership subscriptions
Tax relief for equity investment

Pensions: changes to tax rules

Miscellaneous allowances



. SECRET

44

155 PFriendly Societies Protection Scheme

@

156 Unit trusts: basis of charge
157 Swap fees

158 Charities: payroll giving limit

BUSINESS TAXATION

200 Main CT rate for Financial Year 1989

201 Small companies rate of CT for Financial Year 1989
202 Purchase of own shares by quoted companies

203 Entrepreneurs scheme

204 Business Expansion Scheme

205 ACT (change of ownership, surrender)

206 Close company legislation

207 Capital allowances: safety at sports grounds

208 Capital allowances and VAT

209 Capital allowances: pre-consolidation amendments
210 Abolition of hobby farming provisions

211 Abolition of farmers' averaging provisions

212 Reopening of claims for relief

213 Extension of relief for pre-trading expenditure
214 Sports governing bodies

215 Life assurance review

CAPITAL TAXES

250 . .cen

251 CGT: annual exempt amount

252 CGT: gifts relief

253 CGT: qualifying corporate bonds

254 CGT: non-resident companies trading in the UK

255 CGT: technical changes associated with rebasing



SECRET

256 CGT: chattels exemption

257 CGT: private residence relief

258 Lloyd's capital gains treatment

259 TIHT: threshold and rates

260 IHT: liability of trustees

261 TIHT: instruments of variation

262 CGT: sterling non-qualifying corporate bonds
263 Gifts to Housing Associations

STAMP DUTY

300 Stamp duty on houses and land: £30,000 threshold
301 Stamp duty: rate on shares

302 Stamp duty: TAURUS

OIL TAXATION

350
351
352
353

354

O0il abandonment: PRT/CT reliefs

PRT: tariffing issues

Piper disaster: PRT and CT treatment of insurance receipts
PRT: relief for incremental oil field investment

PRT: 0Oil allowance: 'Peak Shaver' fields

INTERNATIONAL TAXATION

400
401
402
403
404

Tax deductible from tax credit payments to US companies
Sovereign Immunity

Residence and basis of UK tax liability for individuals
Tax rules for European Economic Interest Groupings (EEIGs)

Umbrella funds

MISCELLANEOUS

450
451

Keith Committee: administrative improvements

Sub-contractor tax scheme
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Unauthorised disclosure of information provided to Inland
Revenue and Customs and Excise departments

Deep discounted government and foreign para-statal bonds
Electronic payment of dividends

Electricity privatisation: miscellaneous taxation
provisions



Susan 06.30.1.89

MISS S J FEEST
30 January 1989

MR D B ROGERS - IR ac PS/Chancellor
PS/Chief Secretary
('A PS?Paymaster General
- e N PS/Economic Secretary

e %f R A i]ﬁD? L& ) Mr Scholar
65&“” i 1 3 4 Mr Culpin

P ( e 4+ ta/ {5 (L Mr Gilhooly
Lld Onle =7 -7 I : Mrs Chaplin

o + AL A Mg Tyrie

Lﬁﬁts‘ S s@mr 2 7 b /M ondds Mr Sutherland (OPC)

e : pl 3 PS/C&E

"
FINANCE BILL: UNAUTHORISED DISCLOSURE OF CONFIDENTIAL
INFORMATION: STARTERS 63 AND 452

The Financial Secretary was grateful for Mr Hutton's submission of
27 January 1989 and Mr Bush's covering note and is content with

the basic proposals.

In particular, he agrees that there ought to be a powver against
the disclosure of "purported" confidential information as he feels
that this could harm an individual just as much as true

information.
He would be happy to discuss the handling of this issue along with

the Economic Secretary and officials. Suitable arrangement will
be made in due course, subject to the Economic Secretary's WVIEWS .

\«

\__,. 3\(40\ A

SUSAN FEEST
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FINANCE BILL STARTER 656: NATIONAL SAVINGS ORDINARY ACCOUNT v/
INTEREST

The National Savings Bank Act 1971 stipulates a minimum interest
rate of 2.5%. When we were deciding Ordinary Account terms for
1989, the Chancellor asked if it might be worth considering the
option of amending the Act, so that no interest need be paid at
all on lower tier accounts.

¥

2 My submission of 6 December reported that such an amendment
would be within the scope of a Finance Bill, and would open up a
range of options. It accordingly recommended provision in the

1989 Finance Bill. Miss Wallace's minute of 8 December records
the Chancellor's agreement.

<7 The Treasury Solicitor instructed Parliamentary Counsel to
draft a clause which both removed the requirement to pay a minimum
of 2.5 per cent and opened up the option of paying no interest.
They both advised that an express reference is necessary to
achieve the latter objective, and Parliamentary Counsel is of the
view that provision must be made as follows (my underlining).

"The Director of Savings may, with the consent of the
Treasury, from time to time determine the rate or rates at
which interest is to be payable on amounts deposited in
ordinary accounts or that no interest is to be payable on

such amounts...."
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BUDGET CONFI1DENTIAL

4. If the words underlined are omitted, there will be no need to
continue to pay a minimum of 2.5 per cent, but it will be
impossible to pay nothing. This also opens up the difficult
question of how low interest rates could go short of zero. The
Treasury Solicitor advises that there will be some scope for
reductions below 2.5 per cent, but that as the rates got lower,
the risks of the Director's determinations being subject to
successful judicial review would increase. That would not be the
case if we were to provide for a zero rate in the way
Parliamentary Counsel has suggested. Presentationally, we would
much prefer to omit the words underlined, but the Treasury
Solicitor's advice shows this to be an unattractive proposition.

5. The Clause as drafted is a more realistic approach, but there
are disadvantages. It gives the zero option a high profile, which
many would interpret as a firm decision and a step on the road to
abolishing the Ordinary Account. It would be hard to convince
critics that this was not so. The Federation of Sub-Postmasters
and the small savings lobby have reacted badly to the modest
decision to increase the minimum deposit from £1 to £5 on
1 January. On the other hand, there would be a good opportunity
to explain publicly why we no longer attached any priority to the
Ordinary Account - no social purpose; no funding policy need; not
the sort of money we now want in National Savings. We could also
stress that the Government's strong desire to stimulate more long
term saving did not imply more deposits in the most liquid
National Savings products.

6. Treasury officials believe that the difficulties noted in
paragraph 5 can be surmounted, and recommend proceeding on the
basis drafted by Parliamentary Counsel. DNS shares the view that
there is no realistic alternative given Ministers' wish that there
should be a zero option. But they note that it will not be easy
to defend an option to pay no interest at all on a savings
account.

;2 You may care to discuss with us.
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Susan 01.02.2.89 BUDGET CONFIDENTIAL

AN 7

NOTES OF A MEETING HELD IN THE FINANCIAL SECRETARY'S ROOM ON
THURSDAY 2ND FEBRUARY 1989 AT 10.00AM

Those present: The Financial Secretary
The Economic Secretary
Mr D B Rogers )
Mr P B G Jdones. )
Mr G BUSH )
Mr .R. A Hatton )

IR

Mgl d. Hemandyn) Customs and

Mr R Brisley ) Bles

FINANCE BILL STARTERS 63 AND 452 UNAUTHORISED DISCLOSURE OF
CONFIDENTIAL INFORMATION

Both the Firancial Secretary and the Economic Secretary agreed
that they were content with the basic principles of proposed

changes and felt that the changes would be accepted with little

dis%ent.
>

The Financial Secretary explained that Customs and Excise didn't

have such a strong case for a criminal sanction against the
disclosure of confidential information as the 1Inland Revenue;
since VAT related to business affairs rather than personal
affairs. However, he felt it was right for both the Revenue and
Customs to have a joint proposal for action in the Finance Bill.

Mr Rogers said the Revenue want the issue to be narrowly focused

on protecting information supplied on the taxpayer's private
affairs. It was not intended to cover internal Revenue affairs ie
policy matters. He asked if Customs saw the issue 1in the same
light.

Mr Howard explained that Customs had a slight problem with the

proposed starter and its interface with Clause 4 of the Official
Secrets Bill. He was concerned that there might be a grey area
between the aspects of confidentiality covered by the Finance Bill
Clause and Clause 4 of the Official Secrets Bill.

1
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The Economic Secretary explained that, unlike the Revenue, Customs

required a guarantee of confidentiality not only for private
business affairs but also to cover their policing function (ie
import prohibitions).

Mr Rogers agreed with Mr Howard that further work would have to be
done on this problem to cover any grcy areas which might emerge.

PURPORTED INFORMATION

The Financial Secretary turned to the subject of "purported"

information and whether this should be covered by the Bill. He
admitted that his initial reaction had been that such allegations
should be covered in the same way as true private information; but
he understood that there could be a number of legal difficulties
in this area and he was therefore prepared to drop the idea.

The Economic Secretary agreed that there was no need for such a
power. He felt that if the "purported" information was obviously

untrue, the civil servant involved could be sued for libel; whilst
if it were only partly untrue, it would be covered by the Finance
Bill clause anyway.

The Financial Secretary said he was still concerned that there
ought to be some sort of criminal law sanction against the

disclosure of purported information in order to convince the
general public that the information they are compelled to supply
to the Revenue/Customs would be treated in complete confidence and
not used in any harmful or misleading way.

Such a situation might occur, Mr Bush explained, where a statement
was made which was untrue but which indicated clearly the nature
of a taxpayer's circumstances. He felt that in this situation the
Revenue/Customs would have to consider very carefully before
taking criminal proceedings, as a trial could cause more harm to
the taxpayer than the actual information disclosed originally.
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. Mr Rogers pointed out that the whole subject of “"purported"
information was still under consideration and that he was awaiting
the Home Office view. (Although they were expected to be against
covering purported information in the Finance Bill clause).

The Financial Secretary agreed that further work should be done on

this subject before a final decision was made.

PUBLICITY BEFORE THE BUDGET

With regard to the handling of the Finance Bill clause, the
Financial Secretary was minded to encourage the Home Office to
mention the Revenue/Customs' plans during the committee stage of
the official Secrets Bill; so as to avoid any shocked reaction

during the Finance Bill debates.

The Economic Secretary agreed that a prior announcement by the

Home Office would be helpful; but only once our anti-disclosure
measures had been satisfactorily finalised.

Mr Rogers agreed to this, subject to agreement from the relevant
Home Office Ministers.

TRADE UNION REACTION

Mr Howard felt that such an early announcement would lead to

enquiries from Trade Unions for details of the Budget proposal.
He asked if Ministers were happy for Customs and Revenue to answer
their queries in broad terms.

The Financial Secretary said he was content with this.

OTHER DEPARTMENTS TO BE INCLUDED

The Financial Secretary wondered if the extension of the proposals
to cover the NAO, tribunal members and staff of the Parliamentary
Commissioner was entirely necessary.
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. Mr Hutton pointed out that all three bodies had access to tax
files and should therefore be covered in the same way. He pointed
out that the NAN were content with this decision as were the other
bodies.

The Financial Secretary agreed the sanction should therefore cover
all three bodies.

On the question as to which Minister should handle the Finance
Bill clagse; - there was no clear decision on this point and
Financial;suggested a final decision could be postponed at this
stage.

SUSAN FEEST

2 February 1989 ce PS/Chancellor
PS/Chief Secretary
PS/Paymaster General
PS/Economic Secretary
Sir Peter Middleton
Mr Scholar
Mr Culpin
Mr Gilhooly
Mr Michie
Mr Tyrie
PS/Inland Revenue
Mr Jenkins
(Parliamentary Counsel

Mr D B Rogers

)
Mr P B Jones ) IR
Mr G Bush )
Mr R Hutton )
Mr D J Howard ) C&E

Mr R Brisley )
PS/Custom and Excise
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FROM: S D H SARGENT
DATE: 3 FEBRUARY 1989

PS /CHANCELLOR cc PS/Chief Secretary
PS/Financial Secretary
PS/Paymaster General
PS/Economic Secretary
Sir T Burns*

Mr Anson¥*

Dame Anne Mueller*
Mr Wicks¥*

Mr Hardcastle*

Mr Byatt¥*

Mr Scholar

Mr Culpin

Mr Sedgwick*

Mr Riley*

Mr Gilhooly

Mr Matthews*

Mr MacPherson*

Miss Simpson¥*
Mr Chaplin
Mr Tyrie
Mr Call=*
PS/IR

Mr Beighton )

Mr Issac ) IR

Mr Painter )

Mr Bush )

Mr Unwin )
Mr Jefferson Smith*) C&E
Mr PR H Allen* )

* with copies of Mr Bush's
minute of 27 January

FINANCE BILL: UNAUTHORISED DISCLOSURE OF CONFIDENTIAL
INFORMATION

Sir Peter Middleton has now seen the minute of 27 January from
Mr Bush to the Financial Secretary, which was unfortunately not
copied to him originally. Copies are attached for those who
have not already received it.

2. Sir Peter Middleton has commented that this does raise the
question whether the unauthorised disclosure of Budget material
should also have criminal sanctions applied to it.

3 Sir Peter Middleton would also be interested to receive some
more information about the 100 or more anti-disclosure measures
that are already in place, as described in paragraph 20.

S D H SARGENT
Private Secretary

Perhaps Mr Bush could provide this.
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MR GILHOOLY

BUDGET SECRET CO?:/)fb O& 7\2

FROM: MISS T A M POLLOCK UV
DATE: 3 February 1989

cc PS/Chancellor
PS/Chief Secretary
PS/Financial Secretary
PS/Economic Secretary
PS/Paymaster General
PS/Sir Peter Middleton
Mr Scholar
Mr Culpin
Mr C Riley
Mr Macpherson
Mr Michie

Miss Hay

Mrs Chaplin

Mr Tyrie
OJ Mr Call

§\$‘ 2

PS/Sir Anthony Battishill - IR

Mr Bush - IR
PS/Mr Unwin - C&E
Mr P R H Allen - C&E

Mr Jenkins - Parly Counsel

1989 FINANCE BILL STARTERS

You asked me to update on a weekly basis Tables 1 and 2 and
Annex A of your minute of 26 January to the Chancellor.

2. The first wupdate
starters - numbers 106,

have now been dropped

is now attached. Although three Revenue

150, 402 - previously under consideration

(together with number 303 which had been

provisionally dropped), there are four new Revenue starters: -

Number 204

216 -

217
264

Business Expansion Scheme (previously
dropped) .

Set-off of trading losses against capital
gains.

Tax relief for residential landlords.
Capital Gains avoidance on sale of
subsidiaries.

Full details of these will be circulated with the next update of

Starters summary sheets.
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3. You will note from the attached figures that the latest
estimate of the length of the Bill is that it will be in the order
of 212 pages (previously 223). 1Inland Revenue Starters account

for around 158% pages (previously 169%).

MISS T A M POLLOCK



TABLE 1

Under
Awaiting consideration Provisionally
Submission by Ministers included Included TOTAL
INLAND REVENUE
- starters 2 15 6 30 53
- estimated no
of pages 1% 25% 21 110% 158%
CUSTOMS AND EXCISE
- starters NIL 1 3 12 16
- estimated no
of pages NIL 13% 3% 26% 43
TREASURY & TRANSPORT
- starters NIL 1: 2 145! 16
- estimated no
of pages NIL 43 2% 3% 10%
TOTAL
- starters 2 17 1Lk 55 85
- estimated no 3 3
of pages 1% 43% 26% 140% 212

NOTES: "Pages" includes schedules.
Length of one or two starters not yet known: these are included in "mumber
of starters", but not in "pages".

Excludes 4 Custams starters being dealt with by Treasury order.
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TABLE 2

STATE OF PLAY WITH PARLIAMENTARY COUNSEL

Instructions
not yet wilh
Counsel
INLAND REVENUE
- no of starters 21
- no of pages 38%
CUSTOMS AND EXCISE
- no of starters 2
- no of pages 14

TREASURY & TRANSPORT

- no of starters 1
- no of pages 4%
TOTAL

- no of starters 1'5!.’
- no of pages %

NOTES: As for Table 1

Being .
drafted by Drafting
Counsel campleted
22 10
116% 3%
9 5
28 1
13 2
5% %
44 17
150 4%

53
158%

16
43

16
10%

85
212



fp.nh/tp/80

BUDGET SECRET

I STARTERS AWATTING A SUBMISSION

Inland Revenue

217
259

Tax relief for residential landlords
IHT - Threshold and Rate

II UNDER CONSIDERATION BY MINISTERS

Inland Reveme

100
203
118
*119
151
200
201
216
258
263
*264

Income Tax

Benefits-in-kind - Misc 2

Trusts: general review

Mixed residence and non-resident trusts
Charities: covenanted membership subs

Main CT rate for financial year 1989

Small campanies CT rate for financial year 1989
Set-off of trading losses against Capital Gains
Lloyd's CG treatment

Gifts to Housing Associations

Capital Gains Avoidance on Sale of Subsidiaries

* Will be introduced at Committee stage.

ANNEX A

PAGES

(1%)
A

(2/3)
(1)
(1 to 2)
(4 to 5)
(1)

(%)

(%)

(1%)

(1 page)
(%)
(6-12)



. 453 Deep discounted government & parastatal bonds (1)
454 Electronic payment of dividends (under 1)
455 Electricity privatisation: misc tax provisions (2 to 3)

Custams & Excise

1 Excise Duty Rates (including VED) (13%)

Treasury

650 ITV levy (4 to 5)

IIT PROVISIONALLY INCIUDED

Inland Reveme

104 Benefits in kind: car and car fuel benefit (1%)

110 Schedule E: lump sum payments a4 to2)

113 ESOPS (up to 3)
116 Amendments to PRP (8)

206 Close company legislation (up to 5)
212 Reopening of claims etc (2)

Customs & Excise

37 VAT: bad debt relief (1%)
60 Prosecution time limits (1%)

*61 Seizure at export of probable cash proceeds
of drug trafficking (%)

* likely to be dropped



. BUDGET SECRET
s

604 Hackneys (2-3 lines, plus
schedule tahle)
606 Dishonoured cheques (2)

v INCIUDED BUT NOT YET WITH COUNSEL

Inland Revenue

107 Reform of relief for relocation costs (2 86:-3)
112 Review of Employee Share Schemes (2 t0.3)
152 Tax relief for equity investments (%)
204 Business Expansion Scheme N/K
205 ACT (Change of ownership, surrender) (2)
451 Sub—contractor tax scheme (%)

v INCLUDED AND WITH COUNSEL, STILL BEING DRAFTED

Inland Reverme

108 Schedule E: Receipts Basis (5 to 6)
114 Taxation of employee priority in company flotations (1)

115 Employees' material interest (1)

153 Pensions: changes to tax rules (10)

154 Private Medical Insurance for over 60's (4)

156 Unit trusts: basis of charge (5)

209 Capital allowances: pre consolidation amendments (7)

215 Life Assurance Review (5)

252 OGT: Gifts relief (10)



. 254

261
262

301
353
404
450
452

BUDGET SECRET

CGT non-resident companies trading in UK

IHT: Instruments of variation

CGT: Sterling non-qualifying

corporate bonds

Stamp Duty: rate on shares

PRT: relief for incremental oil field investment
Umbrella funds

Keith Committee: administrative improvements

Unauthorised disclosure of information
provided to IR and C&E

Custams & Excise

30
3t
35
36

38
39

Excise: oil duties relief

VAT: ECJ judgement on zero rates )

VAT: minor property changes )

VAT: simplification of registration requirements

Right to repayment of VAT/excise duties and
consequential changes

VAT: review of default surcharge

Duty and tax relief for diplomats and visiting forces

Treasury & Transport

601
602

603

604

606
632
633

Trade Licensing
Special Types

Rigid goods vehicles
Hackneys

Dishonoured cheques
Grass cutting vehicles
Sale of Registration Numbers

(6%)
(3)
(up to 2/3)

(7)
(3)
(1-2)
(26)

(2)

(%)

(17%)
(1%)

(1)
(%)
(3)

(not known)

(3 lines plus a
schedule table)

(3 lines plus 3
schedules tables)

(3 lines plus a
schedule table)

(2)
(4 lines)

(1%)
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VI INCIUDED AND COUNSEL'S DRAFTING COMPLETED

Inland Revenue

117 Mortgage interest relief limit for 1989-90 (a few lines)
158 Charities: Payroll Giving Limit (a few lines)
207 Capital allowances at sports grounds (%)
213 Extension of pre-trading expenditure relief (7 lines)
251 COGT: Annual exempt amount (a few lines)
255 (GT: Technical changes associated with rebasing (1%)
256 (GT: chattels exemption (a few lines)
400 Tax deductible from tax credit payments

to US companies (%)

(In addition, the following two starters are still under consideration, but drafting
has been campleted

200 Main CT rate for 1989 (2 lines)
201 Small companies rate of CT for 1989 (a few lines)

Custams & Excise

2 Excise: power to estimate revenue duties payable (%)
3 Excise: restriction of duty-paid blending
of made wine (%)
4 Excise: measurement and declaration of original
gravity of beer (%)
5 Excise: misdescription of substances as beer (3 lines)
62 London Port banking: amendment to CEMA Section 17 (6 lines)

Treasury & Transport

605 Recovery vehicles (5 lines)
631 Update reference to "registration" to include
"registration book". (not known)



chex.ps/aa/5 BUDGET CONFIDENTIAL

FROM: A C S ALLAN
DATE: 8 February 1989

PS/ECONOMIC SECRETARY cc Sir P Middleton
Mr Wicks
Mr Scholar
Mr Peretz
Miss O'Mara
Mr Michie
Mr Rich
Mrs Chaplin

Mr Patterson - DNS
Mr Jenkins (T.Sol.)

FINANCE BILL STARTER 656:
NATIONAL SAVINGS ORDINARY ACCOUNT INTEREST

The Chancellor has seen Mr Rich's minute of 2 February to

Economic Secretary. He agrees that we should proceed with the

option of not paying interest at all on lower tier accounts.

defence against the point that this is a savings account is to

follow the line that interest is payable on balances over

minimum level.
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BUDGET CONFIDENTTIAL

S M A JAMES
9 February 1989

MR RICH cc: PS/Chancellor
Mr Wicks
Mr Scholar
Mr Peretz
Miss O'Mara
Mr Michie
Mrs Chaplin

Mr Patterson - DNS
Mr Jenkins - Tsy Sol

FINANCE BILL STARTER 656 : NATIONAL SAVINGS ORDINARY ACCOUNT
INTEREST

The Economic Secretary was grateful for your minute of 2 February.
He has also seenMr Allan's note of 8 February. The Economic
Secretary agrees with the Chancellor that we should proceed with
the option of not paying'interestvat all on lowtier accounts.

2 He would be grateful for advice on how we will respond in
Committee to the obvious questions eg

(1) do you intend to stop paying interest?

L) when do you intend to stop paying interest?

) can you give assurances that you will continue to pay
interest?

S M A JAMES
Private Secretary
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MR R A HUTTON - IR

FINANCE BILL: UNAUTHORISED DISCLOSURE OF CONFIDENTIAL INFORMATION

FROM:

DATE:

SDH %ARGENT
9 February 1989

cc PS/Chancellor

PS/Chief Secretary
PS/Financial Secretary
PS/Paymaster General
PS/Economic Secretary

Sir T Burns

Dame Anne Mueller

RERREERASRARR

Anson
Wicks
Hardcastle
Byatt
Scholar

C D Butler
Culpin
Sedgwick
Riley
Gilhooly

C C Allan
Matthews
MacPherson

Miss Simpson

Mr
Mr
Mr

Chaplin
Tyrie
Call

PS/IR

REE RERR

Beighton)
Isaac )
Painter )
Bush )

Unwin

)
Jefferson Smith) C&E

PR H Allen

Thank you for your minute of 7 February, which I have

Sir Peter Middleton. I am circulating copies of your minute and
attachment with this note.

A

SDH

SARGENT

Private Secretary



MANAGEMENT DIVISION (PERSONNEL) M1/5

FROM: R A HUTTON
EXT : 438 6544
DATE: 7 FEBRUARY 1989

Mr S D H Sargent
PS/Sir Peter Middleton
HM Treasury, Parliament Street

LONDON SW1P 3AG L,i \
ULPLdlMd«j
PR

FINANCE BILL : UNAUTHORISED DISCLOSURE OF CONFIPENTIAL
INFORMATION

In your note of 3 February you say Sir Peter Middleton would
be interested to receive more information about the many anti-

disclosure measures already in place.

Attached is a copy of a Written Answer given on the

21 January 1987 which was supplied to us by the Home Office.
It gives a list of statutory provisions containing criminal
penalties for unauthorised disclosure of information obtained
under statute. We have not had time to look at many of these,
but the Home Office say it has become almost customary to
impose such restrictions on disclosure where particular
information is required to be provided by statute.

R A HUTTON ~
7 b
February 1989 ﬁ///’

Y
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Agreement was reached upon a seven-point plan which
would be pursued in conjunction with the Council of
Europe’s Pompidou Group, covering:

(i) Measures to reduce demand for drugs especially among
young people;

(ii) Measures to improve the treatment of addicts and
rehabilitation services:

(iii) ensuring that bilateral and Community aid supports
ds appropridte a recipient country's etforts to combat drug
abuse:

(iv) steps to ensure that legislation takes account of the
need to maintain effective control over illicit drug trafficking,
particularly at the Community’s external frontiers:

(v) mutual enforcement of confiscation orders relating to
drug traffickers’ assets;

(vi) enhanced co-operation between law enforcement
agencies involving exchange of drug liaison officers between
member states, the posting of drug liaison officers to other
countries and the establishment of a worldwide directory of
those involved in the fight against drug abuse; this would be
achieved by inviting the Trevi Working Group Three to
examine the scope for creating a co-ordinated network of
drug liaison officers to monitor developments in producer
countries;

(vii) preparation of joint assessments by Community
ambassadors in drug-producing countries in order to ensure
a steady flow of recommendations for action by the Twelve.

At the European Council, in December, Heads of State
and Government endorsed this plan, action on which will
be carried forward in ad hoc meetings of officials under the
Belgian presidency. A copy of the Council’s conclusions
has been placed in the Library.

Remand Prisoners

Mr. Dubs asked the Secretary of State for the Home
Department how many prisoners on remand are currently
being held in police cells.

Mr. Mellor: On 16 January 1987 there were 197 persons
held in police cells in England and Wales, most of whom
are likely to have been untried.

Airey Neave (Murder)

Mr. J. Enoch Powell asked the Secretary of State for the
Home Department whether. the case being concluded. he
will now answer the question of the right hon. Member for
South Down, Official Report, column 532, 6 November
1986.

Mr. Douglas Hogg: I understand that, as part of an
operation which led to the conviction of two men for
conspiracy to murder. two detectives represented
themselves as members of a terrorist organisation. I am
informed that the police made an apology in court for any
distress caused to the family of the late Mr. Airey Neave.

Immigration

Mr. Lawrence asked the Secretary of State for the
Home Department what is the current monthly rate of
representations by hon. Members in immigration cases:
and how it compares with the rate prior to the
introduction of his March 1986 guidelines.

Mr. Waddington: The following table gives the number
of immigration files created each month since October
1985 as a result of representations made on immigration
matters by right hon. and hon. Members.

904
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6. The figures relate to the months in which the representations were
received. Those for November and December 1986 include
substantial numbers of representations on behalf of passengers who
were granted temporary admission in October and who were A
subsequently refused leave to enter after they had been further
interviewed by immigration officers.

7. The guidelines to which my hon. and learned Friend refers were
introduced on | May 1986.

Written Answers 560
b
Numbers
1985
October 1,782
November 1,552
December 1,044
1986
Tanuary 1.403
February 1,434
i March 1,355 5
April 1318 4
May 1,202
June 1,728 p
July 1.279 y
August 1.255 4
September 1,745 4
October 1.822 3
November 1.568 -4
December 1,402 }
Notes:
1. These figures include a number of letters dealing with general
issues rather than individual cases. 1
2. Representations made on behalf of a single family may be counted
as more than one case where the immigration circumstances of more 1
than one member of the family are under consideration. 3
3. Further representations made after reply has been sent are g
included separately in these figures. 4
4. Representations received about the same case from more than one ! f
right hon. Member or hon. Member are counted separately. 3
5. These figures include representations on after entry cases as well ;
as those arising from port refusals where stops on removal were i
followed by written representations. 3

Official Information

Mr. Michael Meacher asked the Secretary of State for
the Home Department if he will publish a complete list of
statutory provisions bearing upon the disclosure of official
information, other than the Official Secrets Acts. in order
to update the list of provisions published in appendix V of
the Franks report.

Mr. Waddington [pursuant to his reply, 18 December
1986, c. 656]: The following is the information requested:

Census Act 1920, section 8(2).

Public Health Act 1936, section 287.

Coal Act 1938, section 1(3).

Population (Statistics) Act 1938, section 4(2).

Ministry of Supply Act 1939, section 17.

London Building Acts (Amendment) Act 1939, section
142.

Agricultural Returns Act (NI) 1939, section 1(5).

War Damage Act 1943, section 118.

Water Act 1945, schedule 3, paragraph 82(5).

Atomic Energy Act 1946, section 13.

Coal Industry Nationalisation Act 1946. section 56.

Building Restrictions (War-time Contraventions) Act
1946, section 5 (now defunct).

Agriculture Act 1947, section 81.

Cotton (Centralised Buying) Act 1947. section 23(2).

Industrial Organisation and Development Act 1947,
section 5.

Statistics of Trade Act 1947, section 9.

Civil Defence Act 1948, section 4(4).

Cotton Spinning (Re-equipment Subsidy) Act 1948,

CER =5 TR S

section 4.
Monopolies & Restrictive Practices (Enquiry & Control)

Act 1948, section 17. ,)_‘d
Radioactive Substances Act 1948, section 7. : Bl
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J Qﬁrclcss Telegraph Act 1949, sections 5, (6)(ii) and Biological Standards Act 1975, section 5.
15(4)(c). Sex Discrimination Act 1975, section 61.
London County Council (General Powers) Act 1949, Scottish Deviopment Act 1975, section 10(7).
section 35. Restrictive Trade Practices Act 1976, section 41.

Coast Protection Act 1949, section 25.

Statistics of Trade Act (NI) 1949, section 8.

Slaughterhouses Act (NI) 1953, section 6(5).

Clean Air Act 1956, section 26.

Restrictive Trade Practices Act 1956, section 33.

Agriculture Act 1957, section 26.

Cinematograph Films Act 1957, section 5.

London County Council (General Powers) Act 1957,
section 58.

Marketing of Eggs Act (NI) 1957, section 20.

Agricultural Marketing Act 1958. section 47.

Public Records Act 1958, schedule 2.

Food and Drugs Act (NI) 1958, section 41(6).

Building (Scotland) Act 1959, section 18(8).

Horticulture Act 1960, section 12(3).

Radioactive Substances Act 1960, section 13(3).

Covent Garden Market Act 1961, section 32.

Factories Act 1961, section 154.

Public Health Act 1961, section 68.

Rivers (Prevention of Pollution) Act 1961. section 12.

Flood Prevention (Scotland) Act 1961, section 10.

Agricultural Produce (Meat Regulation and Pig Industry)
Act (NI) 1962, section 15(5).

Offices, Shops & Railway Premises Act 1963, section 59.

Water Resources Act 1963, section 112.

Weights & Measures Act 1963, section 48.

Agriculture and Horticulture Act 1964, section 13.

Betting, Gaming and Lotteries Act 1963, section 28.

Harbours Act 1964, section 46.

Marketing of Potatoes Act Act (NI) 1964, section 13.

Agricultural Marketing Act (NI) 1964, section 23.

Cereals Marketing Act 1965, section 17.

Gas Act 1965, schedule 6. paragraph 9.

Highlands and Islands Development (Scotland) Act 1965,
section 12.

Factories Act (NI) 1965, section 154.

Land Development Values (Compensation) Act (NI) 1965,
section 40.

Office and Shop Premises Act (NI) 1966. section 56.

Horticulture Act (NI) 1966, section 29.

Abortion Act 1967. section 2(1).

Agriculture Act 1967. sections 24 and 25.

Iron and Steel Act 1967, section 43.

Adoption Act (NI) 1967. section 44.

Medicines Act 1968, section 118(2).

Sewerage (Scotland) Act 1968, section 50.

Trade Descriptions Act 1968, section 28.

Post Office Act 1969. section 65.

Finance Act 1969, section 58(6).

Census Act (NI) 1969, sections 6, 7(4) and 7(5).

Agriculture Act 1970, sections 21, 83 and 108.

Sea Fish Industry Act 1970, section 14(2).

Fire Precautions Act 1971, section 21.

National Savings Bank Act 1971, section 12.

Town and County Planning Act 1971, section 281(3).

Local Government Act 1972, sections 100 and 158 and
schedule 12A parts I and II.

European Communities Act 1972, sections 11(2) and 12.

Town and Country Planning (Scotland) Act 1972, section
263.

Water Act (NI) 1972, section 24(8).

Water Act 1973, section 32(7) and schedule 3, part III,
paragraph 41.

Fair Trading Act 1973, sections 30(3) and 133.

Employment Agencies Act 1973, section 9(4).

Employmet and Trading Act 1973, section 4(5).

Health and Safety at Work etc. Act 1974, sections 27(4)
and 28.

Local Government Act 1974, sections 29, 32 and 33.

Prices Act 1974, schedule. paragraph 12.

Consumer Credit Act 1974, sections 160(4) and 174(5).

Legal Aid Act 1974, section 22.

Rehabilitation of Offenders Act 1974, section 9.

Control of Pollution Act 1974, section 94.

Health and Safety at Work Act 1974, section 28.

Supply Powers Act 1975, section 5.
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Energy Act 1976, schedule 2, paragraph 7.

Race Relations Act 1976, section 52.

Rent (Agriculture) Act 1976, section 30(4).

Fair Employment (NI) Act 1976, schedule 4, paragraph 11
and schedule 5, paragraph 12.

Banking Act 1979, section 19.

Estate Agents Act 1979, section 10.

Agricultural Statistics Act 1979, sections 3 and 4.

Merchant Shipping Act 1979, section 40(1)(b).

Local Government, Planning and Land Act 1980, section
16/, and schedule 20, part III.

Competition Act 1980, section 19.

Water (Scotland) Act 1980, section 38(6).

Highways Act 1980, section 292(4).

Deep Sea Mining (Temporary Provisions) Act 1981,
section 3.

Film Levy Finance Act 1981, section 8.

Energy Conservation Act 1981, section 20(8).

Fisheries Act 1981, section 12.

Education Act 1981, schedule 1, paragraph 4.

British Telecommunications Act 1981, section 50.

Local Government Finance Act 1982, section 30.

Iron & Steel Act 1982, section 33.

Insurance Companies Act 1982, section 47a.

Industrial Training Act 1982, section 6(2).

Merchant Shipping (Liner Conferences) Act 1982, section
10(2).

Civil Aviation Act 1982, section 23.

Value Added Tax Act 1983, section 44.

Diseases of Fish Act 1983, section 9.

Public Health (Control of Diseases) Act 1984, section
62(3).

Building Act 1984, section 96.

Telecommunications Act 1984, section 101.

Data Protection Act 1984, sections 15, 19, 20 and schedule
1, paragraph 3.

Police and Criminal Evidence Act 1984, section 98.

Anatomy Act 1984, section 10(6).

Road Traffic Regulation Act 1984, section 43.

Companies Securities (Insider Dealing) Act 1985, section
5

Companies Act 1985, sections 449.

Weights and Measures Act 1985, sections 64 and 79(7).
Building Societies Act 1986. section 53.

Consumer Safety (Amendment) Act 1986, section 11.
Financial Services Act 1986, part VIII.

Animals Scientific Procedures Act 1986, section 24.
Legal Aid (Scotland) Act 1986, section 34.

Gas Act 1986. section 42.

Airports Act 1986, section 74.

EMPLOYMENT

EC (Job Growth)

121. Mr. Charles Wardle asked the Paymaster General
if he will make a statement on progress made during
Britain’s presidency of the European Community in
encouraging the growth of jobs throughout the European
Community.

124. Sir Bernard Braine asked the Paymaster General
if he will make a statement on progress made during
Britain’s presidency of the European Community in
encouraging the growth of jobs throughout the European
Community.

125. Mr. Batiste asked the Paymaster General if he will
make a statement on progress made during Britain’s
presidency of the European Community in encouraging
the growth of jobs throughout the European Community.

Mr. Lee: The progress made was considerable. In
particular, at the Labour and Social Affairs Councilon 11
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FROM : R A HUTTON
DATE : 10 February 198¢

. FINANCIAL SECRETARY

FINANCE BILL STARTERS 63 AND 452 : PROTECTION OF TAXPAYER
;:;gRIATION AFTER REFORM OF SBECTION 2 OF THE OFFICIAL SECRETE ACT
: 1 It was agreed at Monday's (6 February) overview meeting that
there sheould be a prevision in Lhis year's Financeé Bill to protect
the confidentiality of taxpayer information which is held by tha
Revenue Departmants in ¢enneeticn with thcir reapuuslbilltive for
taxes and duties. You and the Economic Secretary were asked by the
Chancellor to settle the detalls before he minutes the Prime
Minister and other Ministerial colleagues.
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2. This note addresses the following open points:

d. the pracise covarage &f the provisisn, 1neludaing further
advice, following your meeting on 2 February, on whether
it should cover "purported information";

b. Following the Chancellor's request on 6 February, the
position in other countries and in particular whether

there is a clear distinction between the protection of
information held by Fr1sCs and the protection of other
Government information;

Cs the poooibiliry of a pré-vudget anhouncemcnht during the
passage of the Officlal Secrets Bill.

COVERAGE

< 0 As the Chairman explained at Monday's overview, both the
Inland Revenug ond Custums & Exulse want tu protect the fullowing
categories of information relating to identifiable persons and held
by Departments in connection with thelr general responsibllities

for asmassing and collacting taxes apd dnties, viz information

- obtained by them from taxpayers (i.e. all individuals and
organisations liable to taxes and duties); or

- whish ia Aarivad fram that Iinfarmatian: ap

- which 1is sent back to taxpayers in response to that
information; as well as

- the judgements which the Departments make on the basis of
that information; and

- obtained bv them trom third parties about individual
taxpayers.

This amounts to what would commonly be regarded as the taxpayer's
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file. It does not cover, nor is it intended to, Departmental

instrucliona or pepcro on policy or generald management matters.

4. Ministers were content with this and furthar agreed that this
intormation néddd (& P& PPATAZEAA ajulnuT uRauEALSPLYUL UlYvlusule
by former officials as well as present officials of the two
Departments. You agreed on < lKebruary that the measure should also
cover staff of the National Audit Office,. the Parliamentary
yommiooianar fer AQNdudwbadbdvil aid ol varicooe tay dribnnala anch
as the General and Special Commissioners and the VAT tribunals.

Consultants will also be covered.

5. The remaining gquestion, as forashadowed at the Overview
meeting ia whather a narrewly é£esuaed anti-disclosure provieion
targeted solely on taxpayer information as described above is
suEficient, or whethar +ha proviasion should have wider coveragae.

(a) Wider coverage - general

6. While the Inland Revenue would prefer a narrowly focused
provision, Customs would wish the protection to extend beyond |
strictly taxpayer information to deter disclosure of private
information relating to their other responsibilities, where the
citizen expects & similar measure of confidentiality, e.g. in |
connection with contrelling prohibited or restricted imports such

as dangerous drugs, pornography, etc.

7. The arguments against pushing out the boundaries of the

provision are essentially pragmatic and presentational.

8. Both Ravenue Departments recognise that they are not alene in |
requiring or receiving private information in order to discharge |
thair functiens. Other Departments hold private information too.
While it may be desirable for Departments to adopt a common line to
ensure that private information enjoys similar protection, the
priority is to take the opportunity through the Finance Bill to
ensure that taxpayer information remains protected attér the
abolition of Section 2 of the present Official Secrets Act.
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9. Our view in the Inland Revenue is that a narrow, tax focus
also facilitates public presentation of the measure. Moreover, it
would allow the Chancellor to explain to his colleagues that he was
acting at once to prevent disclosure of taxpayer information (as
foreshadowed in the White Paper) without prejudice to the outcome
of considering whether separate provisions in different legislation
might be needed by other Departments to protect other categories of
privacta lHNrurmedatlull. Tl Cusluls view is Lhel, in Ltheir caoc, thc
distinctions to be drawn in protecting 'taxpayer information' in
the slrlulesl seuse uf Lhe Jdefinition, would be very finc indood
and they are concerned that the resultant anomalies could also give

rise to presentational difficulties.

10, Ministers will therefore need to weigh the argument for a
wider coverage against the risk that it could make it more
difficult to explain why the Government was taking action to
protect only some of the private information held by Departments.
You will also need to take into account the rigk that widening the
coverage might take the provision outsidé¢ the normal scope of a
Finance Bill, so rwyulrling a procedural resalution, though thia is
not oomothing en whish Parliamentary Cfovnsel conld smak dafinitive
guidancc from tho Hoeuse authesities watil the fterms nf the
legisglation had been settled.

11, Against that background is it necessary to widen the coverage
of the provision?

(b) Wider coverage - "purported information"

12. Neither we nor Customs believe it is necessary to cover
"purported information" discussed at your meeting on 2 February
following my minute of 27 January (para.l/).

13, If 3 aiBclosurw uf tdxpdys:r lufurwstion involves a mixturce of
truth and liea, the provigien will hita becanse part of what is
diooloond io true. I& it 4is all lies, we dn mnt +hink it needs to
be caught by this provision. If there is no truth at all in the
allegations they will be deniable by the taxpayer, with support
from the Revenue Departments if he seeks it. And if the citizen
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hao oufforod harm ho may more oacily prove ite entent in a eivil
action for damages for libel, if he so chooses, than the Revenue
Departments.

i) A, We have therefore come to the view that "purported

information" should not be covered and recommend acceordingly.

(c) Wider coverage - Inland Revenue

19% Iu Lhe Inland Revenue we have considered to what exteant we

need to protect private information held by the Valuation Otitaice.

16, Where informatiop iz provided by tavpayers in connectian with
valuations for tax (e.g. stamp duty, capital gains tax or
inheritduce tax), it will be prDLecLed by the narrowly focused
provision already described. However, the Valuation Office also
hold private information in relation to its rating responsibilities
and the valuation work it undertakes on behalf of other Government
Departments.

17, Although some of this other dinformation 4is sensitive, on
balance we have concluded that we should not seek to protect it by
this year's Finance Bill provision. As far as rating is concerned
policy responsibility lies with Department of the Environment.
Moreover, in Scotland rating is handled anyway by Assessors
employed by local authorities (not by the Valuation Office) who are
not ¢overed by Section 2 of the presant Official Secrets Act, Morw
generally much of this other Valuation Office information is
Qifficult to diestinguish from the general run of private
information which many Government Departments hold, If necessary,
we will consider this aspec¢t again in the light of any future
difficulties in practice or in the light of any moves by other
Departmenta, particularly Department of the Environment, for
confidentiality measures.

(d) Wider coverage - Customs & Excise

18, Although the Revenue would be content for the covérage of the
provision to be confined to unauthorised dieclosure of private
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information about tax and duties, Customs would prefer the

provision to go wider to catch wunauthorised disclosure of
information about identifiable peregons in relation to .their other
responsibilities, for example controlling the import and export of

prohibited and restricted goods.

X9's Although Clause 4 of the Official Sacrets Bill offers some
protection, in the context of crime and special investigation
powers, Customs do not believe it goes far enough, They have a
wide range of alternative sanctions to prosecution which fall
outside the scopec of Clause (4. Unauthorised disclosure of this
information c¢ould be very sensitive and newsworthy where, for
example, it involved a prominent person so that the temptation to
Aisclose CRAD he ronaiderahis . A pArticnlar axample& im
"coMpoUunding” whidh involves fining somaona rathar than prosscutling
where the individual has been caught infringing import prohibitions
or restrictions in a relatively =small case. There have previously
been isolated leaks in this area and Cuatoms argue if theae were to
take the torm ot a series of leaka from an ldentifable location
justifying consideration of the ecriminal sanction it would be
apomalsus ts Ba aBle t5 prosacute a member of staff for those ludks
which relate to dutiable goods (e.g. a smuggled watch) but not
those in respect of prohibited goods (e.g. pornography, etc).

20. Customs are providing a separate note on the reasons why they

think a wider pravisiaon ir neaded.

POSITION IN OTHER COUNTRIES

235 W& hava Anly naap =anla ra maka a2 faw pratiminary urggir vy gu
far but what we have been able to f£ind out will be very helpful in
explaining and, i{f necegsary, defending a provision to prevent
disclosuré o6t taxpayeél 1hro¥rmation.

22 Wwe understand there are analogous provisions in both the
United States and Australia. These are free standing provisions -

both c¢ountries have laws providing for freedom of Government
information. Disclosure of taxpayer information by present or
former IRS employees is a criminal offence (maximum jail sentence 5
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ywdaw) . Wy widwaylsgpd thap Lhwres are almn miiff pennltica in

Australia. Uur endulfiées are sontinuing and we will let yuu Rnow

when we have further information.,

POSSIBLE PRE-BUDGET ANNOUNCEMENT

23, So far as we are aware, Mr Wakeham has not yet replied to
ML Muule's leller of Z7 Japuary outlining his proposalo to
introduce a provision in the Social Security Bill to extend similar
protection to social security information. But we understand DSS
arc prcooing chcad with inotruoting Ceunsel. And sheiy officials
have indicated that they would see considerable advantage in a
joint announcement of what the three Department are proposing.

24. But Home Office officials have told us that they would not be
enthusiastic about advising the Home Secretary to make an
announcement about the Revenue Departments' proposals in case this
should prejudice the pasaing of the Official Secrets Bill through
Committee. They expect to be out of Committee by 22 February. As
time is short, the Chancellor may wish to speak to the Home
Secretary about the possibility of making an announcement, TE ‘mn
we sheuld be happy t¢ pxovide a ncte describing in hroad terms what
io propooed both in xelation o tax, duties and segial security.

POINTS FOR DECISION

?5. The pointa for decision are:

a. Should the coverage of the provision be confined to
taxpayer information (para.d}? This ic what the Inland
Revenue recommend but Customs would prefer a provision
with wider coverage (para.l8 et seg)., You may wish to
discuss this with the Economic Secretary in the light of
the supdrdte nute which Cusloms are providing.

b. Do you agree that "purported information" should not be
vuvered (para.l? el sey)?
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Do you want to advise the Chanceller that he might speak
to the Home Secretary about the possibility of announcing
the proposals on tax and social &gecurity information
during thc Committee stage of the Official Secrets Bill
(para.24)?

R A
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FROM: N.D. HUGHES

DATE:

CcC:

13 February 1989

PS/Chancellor
PS/Chief Secretary
PS/Financial Secretary
PS/Paymaster General
PS/Sir P Middleton
Mr Scholar

Mr Culpin

Mr Gilhooly

Mr Michie

Mr Call

Mr Tyrie

PS/IR
Mr Sutherland (Parly Counsel)

PS/C&E

Mrs Strachan - C&E

Mr Jefferson-Smith - C&E
Solicitor

Mr Nissen - C&E

Mr Allen - C&E

Mr Mechem - C&E

Mr Brisley - C&E

Miss A French - C&E

UNAUTHORISED DISCLOSURE OF

CONFIDENTIAL INFORMATION AFTER REFORM OF SECTION 2 OF THE OFFICIAL

SECRETS ACT 1911

The Economic Secretary was grateful for your minute of 10 February.

2, He has commented that drugs information etc

placed wunder

clauses

dealing with

clauses dealing with duty.

3 As agreed, I have arranged a meeting for Thursday

crime

would be Dbetter
etc rather than under

16 February

at 9.45am in this office to discuss this matter.

N D HUGHES
Assistant Private Secretary
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Board Room

H M Customs and Excise
New King's Beam House
22 Upper Ground
London SE1 9PJ
Telephone: 01-620 1313

FROM:  D.J. HOWARD
DATE: 10 FEBRUARY 1989

FINANCE BILL STARTERS 63 AND 452 : UNAUTHORISED DISCLOSURE OF

CONFIDENTIAL INFORMATION
SECRETS ACT 1911

1. At the meeting we attended with

AFTER REFORM OF SECTION 2 OF THE OFFICIAL

yourself and the Financial Secretary on 2

February we and the Inland Revenue wWere asked to discuss further whether the proposed

Finance Bill Clause should be broadly or narrowly focused. Mr Hutton of Inland Revenue

is submitting a further paper to the EST today, which we have jointly agreed, principally

addressing this point and the question whether the clause should cover wpurported"”

information. However, as the paper make

view between our two Departments as t

o the scope of the clause.

s clear, there remains some divergence of

As flagged up in that

paper we are therefore putting this separale note to you setting out in detail our

reasons for seeking a wider provision than is envisaged by Inland Revenue.

Circulation Chancellor
Chief Secretary
Financial Secretary
Paymaster General
Sir Peter Middleton
Mr Scholar
Mr Culpin
Mr Gilhooly
Mr Michie
Mr Call
Mr Tyrie
pS/Inland Revenue
Mr Sutherland
(Parliamentary Counsel)

Chairman

Mrs Strachan

Mr Jeiferson Smith
Solicitor

Mr Nissen

Mr Allen

Mr Mechem

Mr Brisley

Miss A French
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2. We envisage fundamental difficulties if the protection provided by the Finance
Bill clause were narrowly focussed on "taxpayer information" in the strictest sense of
the term (paragraph 3 of Mr Hutton's paper)- These arise from the extension of our
responsibilties beyond domestic tax matters and indced peyond revenue matters
altogether into the maintenance of preventive controls for the protection of society, for
example from drugs, weapons, diseased plants and animals. While we agree with the
Inland Revenue that the protection of taxpayers' confidentiality is the first priority, the
effects of unauthorised disclosure in respect of export controls and the preventive
function 1is potentially another serious area; it is often upon these areas that the

media's interest is most strongly focussed.

3. We have therefore given further consideration 1o the interaction of the Official
Secrets Bill and the draft clause for the Finance Bill prepared by Parliamentary Counsel,
and the implications of restricting the scope of the latter as is now proposed by the
Inland Revenue. In doing so, W€ have taken account of the leading judgement of the
House of Lords in Norwich Pharmacal (1974) AC 189 that information maybe "of such a
character that the giver of it would not expect it to be used for any purpose other than
that for which it is given or disclosed". We have concluded that in the light of our
wider responsibilities it could damage the interests of the citizen in his dealings with
the Department if the Finance Rill clause were to be limited tO protection of

information related only to tax or duties.

4. Both Clauses 3 (international relations) and 4 (crime and special investigation
powers) of the Official Secrets Bill bear upon this. Copies of the two clauses are
annexed. There are clear shortcomings in clause 4 in that it offers no protection where
because of lack of evidence 1o the criminal standard of proof (beyond all reasonable
doubt) or, rarely, for public interest reasons a prosecution i{s not mounted. These
shortcomings apply to all law enforcement agencies including the police and Crown
Prosecution Services, but there are unique factors which create particular difficulties

for Customs and Excise:-

(1) where an offence was committed prior to the extension of the 3-year time
limit on proceedings in the Customs and Excise Management ACt 1979 by Section
11 Finance Act 1988, no proceedings of other sanction is available. The new
20-year time limit introduced by the Finance Act 1988 is not retrospective and
will not be reached in full until 2008. There will, therefore, continue to be cases

in which Clause 4 will not bite-



(i) We haye e wide range ©f alternative sanctions 10 prosecution
(predominantly compounding, civil penalties regimes, and seizure and restoration)
use of which has been suggested orf approved by the Keith Committee and
endorsed by Ministers. The majority of Customs offences will therefore, not fall

to be dealt with under the provisions of Clause 4.

(iii) Even where 2a prosecution has taken place Clause 4 will not prevent
disclosure of information which has not bheen made public, €g where 1t was
gathered but not given in evidence in court; or where it was raised in camera.
This could bc a significant consideration when either informers or other sensitive
sources of information are involveds; this 1s trequently SO for drugs or other

cases involving import prohibitions.

5. Clause 3 of the OSB may offer some remedy in cases of disclosure of details of
strategic exports under COCOM restrictions, (or even sensitive, but not illegal, sales of
items such as crowd control equipment 10 South Africa or Chile, commercial airliners to
Libya, chemical plant to Iran etc) where such episodes may cause damage 10
international relations. Howeven even where the OSB provisions may afford protection
for such Customs information (and our Departmental Jegal advisers feel there is some
lack of certainty unless the matter has been tested in the Court), we are of the view
that it might be preierable, in the public interest, for any proceedings to be mounted
under a Finance Bill provision speciﬁcally applicable to all the functions of the

Department rather than under the OSB-

6. It seems tO US inherent that any restriction of the Finance Bill clause 10 "tax or
duty" only would exclude from its protection disclosures of details of prohibited or
restricted imports, such as dangerous drugs, pornography, weapons, pet animals imported
in breach of the rabies controls etc. This is, of course, an area of particular interest toO
the media, especially where newsworthy individuals are involved. Isolated leaks of
details of such episodes have regretably occurred. In {he event of 2 persistent series of
Jeaks occuring from an identifiable source, so justifying exceptional consideration of
invoking the crfxminal sanction, the narrower version of the Finance Bill clause would put
us in the anomalous position that any proceedings could relate 10 those leaks which
related tO dutiable goods (eg 2 smuggled watch) but not those in respect of prohibited
goods (eg pornography etc).

7. To sum Ups therefore, W€ think that the citizen generally, and not just the
ntaxpayer" in the sense proposed by the inland Revenue, is entitled to expect complete

confidentiality in all his dealings with the Department, and that the criminal law should
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reflect this. We feel a particular concern that an over-narrow sanction could cause:-

(a) in some areas an excess of reliance on the untried and untested
provisions of Clauses 3 and 4 of the Official Secrets Bill which were not
drafted with Customs' considerations primarily in mind; and

(b) in others the creation of anomalies and practical limitations in our
ability to institute proceedings in those cases wherc serious leakage of

sensitive information had taken place.

3. Accordingly, we continue to Urge a widely drafted clause in relation to Customs
and Excise matters. We acknowledge that, as the Inland Revenue have suggested, this
might require a Procedure Resolution but, subject to Parliamentary Counsel's
consultation with the House authorities, we do not regard this as beyond doubt, and in

any event we believe that the case is justifiable.

9. We should be glad to discuss further.

)

D J HOWARD



10

15

20

25

30

35

40

45

Official Secrets 3

@3 Itisa defence for a person charged with an offence under this
section to prove that at the time of the alleged offence he did not know,
and had no reasonable cause to believe, that the information, document
or article in question related to defence or that its disclosure would be

damaging within the meaning of subsection (1) above.

(4) In this section ‘‘defence”” means—

(a) the size, shape, organisation, logistics, order of battle,
deployment, operations, state of readiness and training of the
armed forces of the Crown,

(b) the weapons, stores or other equipment of those forces and the
invention, development, production and operation of such
equipment and research relating to 0

(c) defence policy and strategy and military planning and
intelligence;

(d) plans and measures for the maintenance of essential supplies and

~services that are or would be needed in time of war.

3.—(1) A person who is or has been a Crown servant or government

contractor is guilty of an offence if without lawful authority he makes a
damaging disclosure of—

(a) any information, document Orf other article relating to
international relations; Or

(b) any confidential information, document or other article which
was obtained from 2 State other than the United Kingdom or
an international organisation,

being information or a document or article which is or has been in his
possession by virtue of his position as 2 Crown servant or government
contractor.

(2) For the purposes of subsection (1) above a disclosure is damaging
if—

(a) it jeopardises the interests of the United Kingdom abroad,
seriously obstructs the promotion Of protection by the United
Kingdom of those interests or endangers the safety of British

citizens abroad; or

(b) itisof information or of document or article which is such that
its unauthorised disclosure would be likely to have any of those
effects.

3) Information or a document Of article within subsection (1)(b)
above may be regarded for the purposes of subsection (2)(b) above as
such that its unauthorised disclosure would be likely to have any of the
effects there mentioned either by reason of the fact that it is confidential
or by reason of its contents or nature.

4) Itisa defence for a person charged with an offence under this
section to prove that at the time of the alleged offence he did not know,
and had no reasonable cause to believe, that the information, document
or article in question was such as is mentioned in subsection (1) above or
that its disclosure would be damaging within the meaning of that
subsection.

International
relations.



Crime and
special
investigation
powers.

1985 c. 56.

1988 c.

4 Official Secrels

(5) In this section “international relations” means the relations
between States, between international organisations Ot between one Or
more States and one or more such organisations and includes any matter
relating to a State other than the United Kingdom or to an international
organisation which is capable of affecting the relations of the United

Kingdom with another State or with an international organisation.

(6) For the purposes of this section any information, document Orf
article obtained from a State or organisation i confidential at any time
while the terms on which it was obtained requireit to be held in confidence
or while the circumstances in which it was obtained make it reasonable
for the State or organisation to expect that it would be so held.

4.—(1) A person who is or has been a Crown servant or government
contractor is guilty of an offence if without lawful authority he discloses
any information, document or other article to which this section applies
and which is or has been in his possession by virtue of his position as such.

(2) This section applies to any information, document or other
article— .

(a) the disclosure of which—
(i) results in the commission of an offence; or

(ii) facilitates an escape from legal custody or the doing of
any other act prejudicial to the safekeeping of persons in legal
custody; or

(iii) impedes the prevention or detection of offences or the
apprehension or prosecution of suspected offenders; or

(b) whichis such that its unauthorised disclosure would be likely to
have any of those effects.

(3) This section also applies to—

(a) any information obtained by reason of the interception of any
communication in obedience to a warrant issued under section
2 of the Interception of Communications Act 1985, any

information relating to the obtaining of information by reason
of any such interception and any document or other article
which is or has been used or held for use in, or has been obtained
by reason of, any such interception; and

(b) any information obtained by reason of action authorised by a
warrant issued under section 3 of the Security Service Act 1988,
any information relating to the obtaining of information by

reason of any such action and any document or other article
which is or has been used or held for use in, or has been obtained
by reason of, any such action.

4) Itisa defence for a person charged with an offence under this
section in respect of a disclosure falling within subsection (2)(a) above to
prove that at the time of the alleged offence he did not know, and had no
reasonable cause to believe, that the disclosure would have any of the
effects there mentioned.

) Itisa defence for a person charged with an offence L}nder this
section in respect of any other disclosure to prove that at the time of the
alleged offence he did not know, and had no reasonable cause to believe,

that the information, document or article in question was information or

a document or article to which this section applies.
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Mr Flanagan
Mr Sedgwick
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Mr Jefferson-Smith - C&E)*
Mr Wilmott - C&E)
Mr P R H Allen - C&E)
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1989 FINANCE BILL

I attach updated Budget starters summary sheets covering all
departments, together with:

(a) reference sheets for 4 new Inland Revenue starters:

(¥ Rkl
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number 216 - Set Off of Trading Losses Against Capital
Gains.

number 217 - Tax Relief for Residential Landlords.

number 218 - Lloyds Stock Lending.

number 264 - CGT: Capital Gains Avoidance on Sales of
Subsidiaries.

(b) a revised Index for Inland Revenue.

Numbers of starters

20 You may wish to notc that out of a total of 131 starters,
decisions have now been taken to include 75 (8 provisionally) and
to drop 44. This leaves 12 awaiting a decision.

Instructions to Counsel

3. Parliamentary Counsel have confirmed that they have received
instructions on the following numbers of starters:

Received in part or full Not received*
Revenue 38 13
Customs 14 2 (+4 not required -
Treasury Orders)
Transport 9 0
Treasury 6 1 (Home Office)

(* excluding those dropped).

Of those starters received by Parliamentary Counsel, 22 have now
been drafted.

Size of the Bill

4. Our tentative estimate of the size of the Bill is that it
will now be in the order of 210 pages (including schedules but
excluding 3 starters for which as yet there is no estimate of
length of legislation). Inland Revenue starters are expected to

account for around 155% pages.

XA

MISS T A M POLLOCK
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BUDGET

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

CONFIDENTIAL

Date 9 February 1989

1 2 3 4 5 6 i 8 9 10 11
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) Length Date Other
subm. 1989/90 1990/91 1/4/90 1/4/91 Inst. sent Comments
to Counsel
i Excise: duty rates UCM 16.12.88 +1225 +1325 Nil Nil 1 1/2 pages 1989-90 revenue
and 12 pages yield based on
of schedules revalorisation of
6.8%. 1990-91
yield based on
Autumn Statement
methodology.
2 Excise: power to I 6.10.88 Neg Neg Nil Nil 13 lines Drafted
estimate revenue
duties payable
3= Excise: restriction ik 29.9.88 Neg Neg Nil Nil 1/2 page Drafted
of duty-paid blending
of made-wine
e Excise: measurement i 6.10.88 Neg Neg Nil Nil 10 lines Drafted
and declaration of
original gravity of
beer
5 Excise: misdescription I 14.10.88 Neg Neg Nil Nil 3 lines Drafted

of substances as beer



BUDGET

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

¢

CONFIDENTIAL

Date 9 February 889

1 2 3 4 5 6 it 8 9 10 11
Date Revenue £m Staff Effect Legislation
Nc. Description Status main cost(-)/Yield(+) Length  Date Other
subm 1989/90 1990/91 1/4/90 1/4/91 Inst. sent Comments
to Counsel
6. Excise: oil duties T 31.8.88 Nil Nil Nil Nil 1 1/2 pages 21.10.88
relief
7. Excise: abolition D 4.11.88 =160 -160 -5 =5 N/A
of gas oil/fuel
0il duties
O Excise: simplified D 18.11.88 Nil Nil Neg Neg N/A
duty credit
arrangements for
tobacco
9. Excise: matches and D 7.10.88 =20 -20 -9 -9 N/A
mechancial lighter
duties: abolition
30. VAT: ECJ judgement I 28.6.88 440 +30 +44 +129 ) ) Decisions on sub-
on zero rates Gross Yield ) 3 1/2 pages ) sidiary elements
+30¢ +520 ) and 14 pages ) still required
) of schedule ) 8.9.88 requiredFurther
) ) submissions in
31. VAT: minor property i 12.4.88 +is +20 Nil Nil ) ) due course.
changes
32. VAT: charities I 17:1:88 =5 -5 Neg Neg None (Treasury Order)



BUDGET

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

¢

CONFIDENTIAL

Date 9 February 1.

1 2 3 4 5 6 7i 8 9 10 11
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) Length  Date Other
subm 1989/90 1990/91 1/4/90 1/4/91 Inst. sent Comments
to Counsel
33. VAT: adjustment I 1F28.88= NiY Neg Nil Nil Treasury Order Implementation from
of input tax on 1.4.90
capital goods
34. VAT: revalorisation I 31.1.89 Neg Neg Nil Nil None
of registration/ (Treasury Order)
deregistration
thresholds
35. VAT:simplification i 14.10.88 =35 -100 Neg Neg 2 pages and 17.11.88
of registration /4 page of
requirements schedule
36. Right to repayment I 1.9.88 Nil Nil Nil Nil 1 page 6.12.88
of VAT/excise duties
and consequential
changes
37. VAT: bad debt relief I* 14.10.88 -50 -150 +10 +20 1 1/2 peges 25..10.38
(perm)
38. VAT:review of default 1 -10 - 20 Nil Nil 10 lines Oiih 588 Interim
surcharge 4.1.89 21.11.68  subm. 21.11.88
Surcharge
Liabilityppart

dropped.



BUDGET

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

1 2

¢

CONFIDENTIAL

Date 9 Febr‘uar'y‘89

3 ly 5 6 T 8 9 10 14
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) Length Date Other
subm 1989/90 1990/91 1/4/90 1/4/91 Inst. sent Comments
to Ccunsel
39. Duty and tax relief I 210588 Nifl. Nil Nil Nil 3 pages 211288
for diplomats and
visiting forces
40. VAT:research and I 31.8.88 ‘=5 -5 Nil Nil None
development cars (Treasury Order)
41. VAT:passenger D 2.1, 88 Depends on N/K . N/K N/A Instns to Sol-
transport decisions icitor's Office
71288
WPy iCanstax: rate D 3.10.88 Depends on Nil Nil N/A
change decisions
6C. Prosecution time I* i S8 8N Nil Nil Nil 1 14 pages 1.11.88
limits
61. Seizure at export I* Nil Nil Nil Nil 1/2 page Interim subm.

of probable cash
proceeds of drug
trafficking.

7.11.88

Further submission
to be made. For
possible inclusion
at Committee Stage.



BUDGET CONFIDENTIAL Date‘)February1g9 ‘

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

1 2 5 b 5 6 s 8 9 10 11
Date Revenue £m Staff Effect Legislation

No. Description Status main cost(-)/Yield(+) Length Date Other
subm 1989/90 1990/91 1/4/90 1/4/91 Inst. sent Comments

to Counsel

62. London Port banking: I 2009588k Nil Nil Nil Nil 6 lines

Drafted
amendment to CEMA
Section 17
63. Unauthorised dis- D 25, 11288 Nil Nil Nil Nil N/A Included in starter
closure of 452
confidential

information



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

1 2

BUDGET SECRET

Date: 10 Febrt'r 1989

4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent *o comments
sub®n 1989/90 1990/91 1/4/90 1/4/91 Counsel

100 Income Tax: ucM 30.11.88 Depends on decisions Depends on 2/3

allowances, decisions page

basic rate

limits and

rates
101 Amalagamation D e == === — -— N/A

of MCA and

APA
102 Benefits in D 22.7%88 i S i e e N/A

Kind - Misc 1
103 Benefits in I 17.8.88 Small cost Neg Neg it

Kind '~ Misc 2 page
104 Benefits in I* 18.11.88 Depends on decisions Neg Neg Up to thAX-K8

Kind: car 11/, (prasat)

and car fuel pages

benefit
105 Benefits 1in D e e 357 T e N/A

Kind: company
cars - salary
forgone



BUDGET SECRET

BUDGET STARTERS: SUMMARY SHEETS

Dat=: 10 FebrL.r 198¢
INLAND REVENUE

1 2 3 4

5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
106  Benefits in D 18.1.89 e e By ok e N/A
Kind:
provided
accommodation
107 Reform of I 27.7.88 +5 +30 [Probably small 5 3.2.89
relief for - may depend on pages
relocation extent to which
costs employers gross
up ]
108 Schedule E: il L8188 -60 -80 +10 +40 5=6 9.1.89 Full year yield
Receipts pages 1351.89 of +£50m. Full
Basis year staff
saving of 175.
109 Schedule E: D S ot FE= e s N/A The decision on
post cessation 108 implies the
receipts dropping of
this starter.
110 Schedule E: Y] 16.12.88 Depends on decisions Nil [Probably 1=2 ﬂ)“\
lump sum insignificant] pages

payments



BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

1 2 3

BUDGET SECRET

Date: 10 FebrL.' 1989

4 5 6 7 8 9 10 11
Legislation
Date Revenue f£m Staff Effect Length Date imnst. Other
No Description Status of main cost(-)/yield(+) sent to comments
supWn 1989/90 1990/91 1/4/90 1/4/91 Counsel

dhlsl Testimonials D 16311588 - -— -_— - e N/A

for

sportsmen
1518 Review of I 6.12.88 Neg Neg Neg Neg Up to 8.2.89

Employee 2=

Share Schemes pages
113 Employee Share I* 62112.88 Cost depends on Possibly + 2 to Up to

Cption Plans selection from range 3 Inspectors 3

(ESOPs) of possible tax reliefs pages

and on take-up.
Currently unpredictable

114 Taxation of I 8.9.88 Neg Neg Nil Nil Up to 16.12.38

employee 1 (part)

priority in page

company

flotations
115 Employees' Ii 6. 1288 Neg Up to -5 Nil Nil Up to 17.1.89

material 1

interest

page



BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

1 2 3 4

BUDGET SECEET

Date: 10 Febr.y 1989

5 6 i 8 9 10 11
Legislation
Date Revenue f£m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub®™n 1989/90 1990/91 1/4/90 1/4/91 Couns=1
116 Amendments I 7.7.88 -10 -15 (Some staff About 4.8.88
to PRP cost likely) 8 11.8.88
pages 20.12.88
24.1.89
31.1.89
117 Mortgage il 10.11.88 Limit unchanged at £30,000 Drafted
interest
relief Nil Nil Nil Nil Few
limit for lines
1989-90
Increase to £35,000
=320 -400 =5 =5
Increase to £40,000
=530 -690 =10 =10
118 Trusts: I 2551188 Depends on decisions Depends on Perhaps
general decisions =2
review pages
119 Mixed ucM 25 . E1288 £10m - and possibly Depends on Perhaps
residence and a good deal more - decisions 4-5
non-resident tax at risk if no peges

trusts

action taken



BUDGET SECRET

BUDGET STARTERS: SUMMARY SHEETS Date: 10 Febr\.y 1989
INLAND REVENUE ‘

1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue f£m Staff Effect Length Date inst. Other

No Description Status of main cost(-)/yield(+) sent to comments

sub™ 1989/90 1990/91 1/4/90 1/4/91 Counsel

150 Charitable D E2:l2% 88 ——— -—— -—= -— -— N/A
covenants

151 Charities: UcM 4.11.88 =5 =5 Neg Neg 1 22.11.88
covenanted page (provh+)
membership
subscriptions

152  Tax relief I 18.10.88 -5 -10 Nil Nil 7, Full year
for equity page staff effect
investment of =30

153 Pensions: I 17.10.88 Neg Neg Neg Neg 10 Several
changes to pages dates in
tax rules Decemter,

January &
February
(part)

154 Private medical il 24.11.88 Nil =40 +10 +25 4 16.12.88  Full year
insurance for pages (part) staff effect
over-60s of +45.

155 Friendly D 9.9.88 i e S T =ty N/A Proposal to
Societies be implemented
Protection through
Scheme secondary

legislation.



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

1 2

BUDGET SECRET

Date: 10 Februfffy 1989

5 6 7 8 9 10 11
Legislation
Date Revenue fm Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent *o comments
sub®n 1989/90 1990/91 1/4/90 1/4/91 Counsel
156 Unit trusts: I 9.12.88 Neg -i0 Nil Nil 5 25.1.89  Full year
basis of pages cost £20m
charge
157 Swap Fees D 4.11.88 = Siny S —_— g N/A
158 Charities: I 176589 Neg Neg Nil Nil Few Drafted
payroll giving lines
limit
200 Main CT rate UCM 13.1.89 Yield/cost of 1 per Nil Nil | Drafted Full year
for Financial cent change lines (prov“l) yield/cost
Year 1989 £570m
10 400
201 Small ucM  13.1.89 N £ Nil Nil 1/, Drafted  Geowaye v
companies rate 3 page (provtl) B e :
of CT for
Financial
Year 1989
202 Purchase of D 23 N2.87 o o s=s i e N/A
own shares
by quoted
companies
203 Entrepreneurs D 18.11.88 = i =3 e sy N/A

scheme



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

1 2

BUDGET SECRET

Date: 10 Febru' 1989

5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description of main cost(-)/yield(+) sent to comments
sub™l 1989/90 1990/91 1/4/90 1/4/91 Counsel
204 Business 25511°.88 Neg +5 Neg Neg 7 Drafted
Expansion lines
Scheme
205 Advance 8.1 2568 Depends on decisions Neg Neg 2
Corporation pages
Tax (change
of ownership,
surrender)
206 Close 25.8.88 Neg Neg Neg Neg Up to 20.1.8)
company 5 pages for (part)
legislation apportion-
ment
207 Capital 28.10.88 Neg Neg Neg Neg 1/2 Drafted
allowances at page
sports grounds
208 Capital 12.12.88 e = e e = N/A
allowances
and VAT
209 Capital 28.10.88 Neg Neg Neg Neg 7 4.11.88
allowances: pages
pre-—
consolidation

amendments



BUDGET SECRET

BUDGET STARTERS: SUMMARY SHEETS Date: 10 Februa.l989
INLAND REVENUE "'

1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
210 Hobby farming D 20.20.88 s P i e e N/A
provisions
211 Abolition of D 20.10.88 =g = sre T o N/A
farmers'
averaging

provisions

212 Reopening of I* 25.11:.88 Neg Neg Depends on 2 10.11.88
claims etc details pages (provil}
213 Extension of I 8.9.88 Neg NEB N/K N/K 7 Drafted
pre-trading lines
expenditure
relief
214  Sports D 8.11.88 S _—— S e = N/A
governing
bodies
215 Life Ii 30.11.88 -20 Depends on Neg Neg 5 18.11.88
Assurance (FST) decisions pages 20.12.88
Review 351289
(part)
216 Set off of I 19.1.89 Nil -35 Depends on More than
trading losses decisions 1
against capital page

gains



BUDGET SECRET

BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

Date: 10 Febru‘ 1989

1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inmst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
217 Tax relief for UCM 8.2.89 -10 =15 Small cost More than
residential 1
landlords page
218  Lloyds Stock I 7.2.89 Neg Neg Nil Nil 17,4
Lending page
250 CGT D 16.11.88 o2 = Tt p === N/A
251 CGT: Annual I N/A Nil¥ =10 No staff effect Few Drafted Full year
Exempt Amount (non-indexed base assuming revaloris- lines cost of
threshold indexed) ation, staff (in event £25m.
+10 addition if not of non reval- Decision
(indexed base, revalorised as orisation). taken at
threshold frozen) follows Dorneywood.
5 assuming revalorisation No submission
Nil +10 (+25 in full year) required.
252 CGT: Gifts I 24.10.88 Neg =25 Neg Neg 10 1.12.88 Full year yield
relief pages £50m
253 CGT: D 8.11.88 -—- = o == E N/A
Qualifying
Corporate

Bonds



BUDGET SECRET

BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

1

2

Date: 10 Febrt. 1989

3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comment s
sub™® 1989/90 1990/91 1/4/90 1/4/91 Counsz1

254 CGT: Non- I gl 1588 Substantial revenue Neg Neg 61/2 23.11.88

resident at risk if no action rages

companies taken. (Firm estimate

trading in not possible but cost

the UK. could well exceed £100m

a year).

255 CGT: Technical I 17.10.88 Neg Neg Neg Neg 11/, Drafted

changes pages

associated with

rebasing
256 CGT: Chattels I 20.10.88 Neg Neg Modest staff Few Drafted

exemption savings lines
257 CGT: Private D 2 1535H1%T8 8 e e == ity e N/A

Residence

Relief
258 Lloyd's CG D 15.12.88 - — el e et N/A

treatment
259  IHT - threshold UCM 2.2.89 Ny Y Nil Nil 17

and rate page

(if no
automatic

indexation)



BUDGET SECRET

BUDGET STARTERS: SUMMARY SHEETS Date: 10 Febru 1989
INLAND REVENUE ‘l’

1 2 3 4 5 6 7 8 9 10 il
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
260 Inheritance D 2.11.88 et === === -—= —— N/A
tax:
liability of
trustees
261 IHT: Instruments I 14.11.88 Neg +10 =D =10 3 20.12.88 Full year
of variation pages (part only) yield
estimated at
£20m. All
yield figures
highly
uncertain.
262 CGT: sterling i 18.1.89 Nil Neg Neg Neg 1/4 Drafted Full year
non-qualifying page yield
corporate perhaps £50m
bonds eventually.

Some links
with Starter
453.

263 Gifts to I 26.1.89 Neg Neg Neg Neg UT to 8.2.89
Housing /9
Associations page



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

1

2 3

BUDGET SECRET

Date:

10 Febru. 1989
&

4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™l 1989/90 1990/91 1/4/90 1/4/91 Counsel
264 CGT: capital I 30.1.89 Substantial revenue Neg Neg Could be Legislation
gains avoidance at risk if no action 6-12 likely to be
on sales of taken pages introduced at
subsidiaries Commi ttee
Stage. Early
announcement
to be
considered.
300 Stamp duty D 30.11.88 S === = i = N/A
on houses
and land:
threshold
301 Stamp duty: I 17510588 Abolish
rate on
shares -150% =-970%* Neg =40 7 16.11.88 * with 1/1/90
pages start.
#*% Net of offsetting increases in other taxes
302 Stamp duty: D = = e i 2 g N/A
TAURUS
350 0il abandonment: D 22, 12388 R — —— = TR N/A

PRT/CT relief



BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

BUDGET SECRET

Date: 10 Febr" 1989

1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comment s
sub™n 1989/90 1990/91 1/4/90 1/4/91 Couns=1
351 BRE: D 26.10.88 — -— -— -— -— N/A
tariffing
issues
352 Piper Disaster: D 26.9.88 S o e e I N/A EST has
PRT and CT reaffirmed his
treatment of earlier
insurance decision in
receipts the light of
companies'
response.
353 PRT: relief & 22. 12588 =40 =40 Nil Nil 2-3 26.1.89
for incremental pages
oil field
investment
354 PRT oil D 31588 S e S pre e N/A
allowance:
"Peak Shaver"
fields
400 Tax deductible i 6.9.88 Without legislation Nil Nil 1/2 Drafted
from tax credit there could be a page

payments to US
companies

revenue cost of £15m
a year (plus £68m in

respect of past years)



BUDGET SECRZT

BUDGET STARTERS: SUMMARY SHEETS Date: 10 Februf 1989
INLAND REVENUE .
1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue £m Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
subltk 1989/90 1990/91 1/4/90 1/4/91 Counsel
401 Sovereign D 127288 s —— - -—- —— N/A
immunity
402 Individual D 6.12.88 === —_— - —_— - N/A
residence
403 EEIG's D 15.11.88 - — —-— —-— ——— N/A Deferred to
1990.
404  Umbrella I 9.12.88 Oeq (\e.3 +5 +5 1-2 30.1.89
funds pages
450 Keith I 6..:7.88 Neg Neg Neg Neg 26 Severel
Committee: pages dates in
administrative Oct & Nov
improvements
451 Sub-contractor I 14.10.88 Neg Neg Neg Neg 1/2 1.2.89
tax scheme tage
452 Unauthorised I 251 1l 488 Nil Nil Nil Nil 2 12.1.89 Joint measure
disclosure of pages with C&E
information

provided to
IR and C&E



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

BUDGET SECRET

Date: 10 Febru. 1989

1 2 3 4 5 6 7 8 9 10 11
Legislation
Date Revenue fm Staff Effect Length Date icst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™n 1989/90 1990/91 1/4/90 1/4/91 Counsel
453 Deep I 18.1.89 Nil Neg Neg Neg 1 6.2.89
discounted page (part omly)
government
and para-
statal bonds
454 Electronic D 27.10.88 o i = i S N/A
payment of
dividends
455 Electricity UcM 8.12.88 Depends on decisions Neg Neg 2=3
privatisation: but probably small pages
miscellaneous cost.
taxation

provisions



{UDGET STARTERS: SUMMARY SHEETS

DEPARTMENT OF TRANSPORT

BUDGET CONFIDENTTAL

—

Date 49 February 1989

1 2 3 4 5 6 7 8 9 10 11
Legislation
Date of Revenue £m Staff Effect Length Date of Other Comments
No Description Status main cost(-)/Yield(+) Inst. o
Submission 1989/90 1990/91 1/4/89  1/4/90 Coiumsil
600 Northern Ireland D 4,11.88 N/A
/GB Exemption
601 Trade Licensing T 4.11.88 +NEG +NEG NIL NIL /K 9.8.88
602 Special Types I 4.11.88 +NEG +NEG NIL NIL c—-2-3 lines
§—l table 9.8.88
{not confirmed)
603 Rigid Goods I 4.11.88 +£50m NIL NIL c-2-3 lines
Vehicle s-3 tables 9.8.88
{not confirmed)
604 Hackneys I* 4.11.88 +£20m  +£20m NIL NIL c-2-3 lines
s-1 table 9.8.88
(not confirmed)
605 Recovery Vehicles I 4.11.88 NIL NIL NIL NIL 4-6 lines Drafted
606 Dishonoured Cheques I* 4,11.88 +NEG +NEG N/K N/K c—2 pages Nov 88
607 Minimum threshold D N/A
for refunds
608 Abolishing refunds D N/A

/6 month licensing



BUDGET COFFIDENTIAL

SUDGET STARTERS: SUMMARY SHEETS .
DEPARTMENT OF TRANSPORT Date 15 pebruary 1989
1 2 3 4 5 6 7 8 9 10 Jil
Legislation
Date of Revenue £m Staff Effect Length Date of Other Comments
g . ; -)/Yield(+ Inst. t
No Description Status main cost(-)/ nst. to
Submission 1989/90 1990/91 1/4/89  1/4/90 Counsel
609 Mandatory 2 or 3 D N/A
year FIrst Licensing
610 Mine Rescue D Iy 19588 N/A
630 Failure to notify D 4,11.88 N/a

keeper changes

631 Update reference to I 4.11.88 NTL NIL NIL NTL N/K Drafted
"registration" to

include "registration

book"

632 Grass Cutting I 4.11.88 -NEG -NEG NIL NIL c=4 lines Nov 88
Vehicles

633 Sale of Registration )3 4,11.88 +NEG up to +NEG +20 c-4-5 1:nes June 88
Numbers £30m s 1% pages

per yeaxr



UDGET STARTERS: SUMMARY SHEETS

CONFIDENTIAL

- ok Date 26 January 1989
| 2 3 4 5 6 7 8 9 10 11
Legislation
Date of Revenue £m Staff Effect Length Date of Other Comments
It ; t(-)/Yield(+) Inst. to
No Description Status main cos
Submission 1989/90 1990/91 1/4/89  1/4/90 Counsel
650 ITV Levy UCM 11.10.88 NIL +60 NIL NIL up to Alteration of levy
1 page on profits either to
ard 3-b4 pages a revenue levy or a
of schedules mixed revenue/profit
system
651 Government stock: I 4.10.88 NEG NEG NEG NEG 12 lines Vrafted Simplification of
small estates the Bank's
arrangements for
dealing with small
holdings of the
deceased
652 Gilts redemption i 4.10.88 NEG NEG NEG NEG 15-20 lines Prafted Simplification of
Monies: New current arrangements
Procedures
653 Gilts Redemption D 4.10.88 N/A
Monies: Payment of
Interest on monies
due to deceased
holders
654 Redemption 3% I 21.10.88 NEG NEG NIL NIL L page 18.11.88

1986-1996: wind up
of Annuities Account
and Sinking Fund



BUDGET CONFIDENTIAL

SUDGET STARTERS: SUMMARY SHEETS . ‘

Date 26 January 1989

HM TREASURY
1 2 3 4 5 6 7 8 9 10 11
{ Legislation
Date of evenue £m Staff Effect Length Date of Other
No Description Status main cost(-)/Yield(+) Rat. b T b e
Submission 1989/90 1990/91 1/4/89  1/4/90 Covnest
655 Power to use NLF money I 6.1.89 NIL NIL NIL NIL about 6 lines 13.1.89
to purchase and cancel
Gilt Edged Securities
ahead of redemption
656 National Savings: I 6.12.88 NIL N/K NIL NIL up to 3 lines 9.1.89
Abolition of minimum
interest rate pro-
vision
657 National Savings: I 6.12.88 NIL NIL N/K N/K N/K Orafted

Restriction of Invest-—
ment and Ordinary
Accounts to personal
holders



CONFIDENTIAL
!UDGET STARTER: REFERENCE SHEET Date of issue: 10 February 1989

TITLE: Set Off of Trading Losses Against Capital Gains

STARTER NUMBER: 216 CLASSIFICATION: C
Revenue fm* Staff effects* Length of legislation¥*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Nil 35 Up to +10 More than 1 page
Minister in lead PCTA or equivalent

resolution required

FST

ORIGIN OF STARTER: Lord Young's Budget representations

BACKGROUND AND COMMENTS:

OFFICIAL IN LEAD: M J G Elliott TELEPHONE 3541 6252
OFFICIAL IN SUPPORT: Miss C M Brand TELEPHONE 3541 6304
FP CONTACT: Miss M Hay TELEPHONE 270 4918

* HEALTH WARNING The data reports the position at the time of issue of each Reference
Sheet and will be updated only if the scope of the Starter changes significantly.
Latest information for all items can be found on the Summary Sheets.



CONFIDENTIAL
BUDGET STARTER: REFERENCE SHEET Date of issue: 10 February 1989

TITLE: Tax Relief for Residential Landlords

STARTER NUMBER: 217 CLASSIFICATION: C
Revenue £m* Staff effects* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
=10 =15 Small cost More than 1 page
Minister in lead PCTA or equivalent

resolution required

FST

ORIGIN OF STARTER: Mr Ridley's Budget representations
BACKGROUND AND COMMENTS:

The Chancellor has asked for the possibility of tax relief for residential landlords to be
looked at as a possible starter (Mr Taylor's minute of 31 January).

OFFICIAL IN LEAD: M d G Eldiott TELEPHONE 3541 6252
OFFICIAL IN SUPPORT: J R Streeter TELEPHONE 3541 6589
FP CONTACT: Miss M Hay TELEPHONE 270 4918

* HEALTH WARNING The data reports the position at the time of issue of each Reference
Sheet and will be updated only if the scope of the Starter changes significantly.
Latest information for all items can be found on the Summary Sheets.



CONFIDENTIAL
BUDGET STARTER: REFERENCE SHEET Date of issue: 10 February 1989
TITLE: Lloyds Stock Lending
STARTER NUMBER: 218 CLASSIFICATION: C
Revenue f£m* Staff effects* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neg Neg Nil Nil 1/4 page
Minister in lead PCTA or equivalent
resolution required
FST No

ORIGIN OF STARTER: Inland Revenue

BACKGROUND AND COMMENTS:

A minor change that will enable Lloyds to improve their earnings through stock lending.

OFFICIAL IN LEAD: M A Johns TELEPHONE 3541 7739
OFFICIAL IN SUPPORT: M Templeman/A G Nield TELEPHONE 3541 7300/6412
FP CONTACT: Miss M Hay TELEPHONE 270 4918

* HEALTH WARNING The data reports the position at the time of issue of each Reference
Sheet and will be updated only if the scope of the Starter changes significantly.
Latest information for all items can be found on the Summary Sheets.
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BUDGET STARTER: REFERENCE SHEET Date of issue: 10 February 1989

TITLE: CGT: Capital Gains Avoidance on Sales of Subsidiaries

STARTER NUMBER: 264 CLASSIFICATION: C
Revenue f£m¥* Staff effects* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Substantial revenue Neg Neg Could be 6 - 12 pages
at risk if no action
taken
Minister in lead PCTA or equivalent

resolution required

FST Yes

ORIGIN OF STARTER: Inland Revenue
BACKGROUND AND COMMENTS:

Groups of companies selling off subsidiaries can strip out capital gains prior to sale by
an intra-group dividend which has no tax consequences, and so avoid a charge on the gains.
Alternatively they could sell assets to subsidiaries (treatment on a no gain/no loss
basis) then sell commercial control of the subsidiary while keeping it in the group for
tax purposes. This avoids the capital gains charge which would arise if the subsidiary
left the group.

OFFICIAL IN LEAD: M F Cayley TELEPHONE 3541 7427
OFFICIAL IN SUPPORT: Miss R A Dyall TELEPHONE 3541 7571
FP CONTACT: Miss M Hay TELEPHONE 270 4918

* HEALTH WARNING The data reports the position at the time of issue of each Reference
Sheet and will be updated only if the scope of the Starter changes significantly.
Latest information for all items can be found on the Summary Sheets.
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FINANCE BILL STARTER 656: NATIONAL SAVINGS ORDINARY ACCOUNT
INTEREST ’

Your Private Secretary's minute of 9 February asked for advice on
how to respond in Committee to questions about this Clause, which
provides for the Director of Savings, with the consent of the
Treasury, to:-

"determine the rate or rates at which interest is to be
payable on amounts deposited in ordinary accounts or that no
interest is to be payable on such amounts."

The broad thrust of this submission has been agreed with DNS.
2 It may be useful to summarise the present position. The

following table analyses the current stock of live accounts - ie
those held on the National Savings Bank computer.

Balance in Number of Amount Interest Interest
Account Accounts Invested Rate Cost
£ million £bn % fm a year
500 or more 0.8 141 5 (higher 55
tier)
under 500 14.8 0.5 2.5 (lower 12.5
tier)

In addition, there are some 40 million dormant accounts for which
manual records are held. These date back many years, perhaps to
the holders' childhood, and have usually long since been forgotten
by the holders. Occasionally, an old passbook comes to light, and
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there is a request for repayment. Some 36 million of these

accounts have balances under £l, and for that reason earn no
interest. The remaining 4 million accounts earn interest at the

lower tier rate (2% per cent). So the overall pattern is that:-
a. 0.8 million accounts earn 5 per cent;
b. 19 million accounts earn 2% per cent;
C. 36 million accounts earn nothing.

3. The Clause will provide us in theory with-a range of future

options, including paying no interest on any Ordinary Account
deposit or revising the higher tier. We are however committed to
the present interest rate structure for the whole of 1989, so
there will be no immediate savings, or increase in the run-down of
Ordinary Account business.

4. It will not be easy to "sell" the proposed Clause to two
powerful and critical audiences. First, it will be interpreted by
the Federation of Sub-Postmasters, who rely on Ordinary Account
business for much of their National Savings income, as a step
towards abolishing the Ordinary Account - you will have noted the
strong protests from this source about the recent decision to
increase the minimum deposit from £1 to £5. Secondly, the small
savings lobby, including interest groups representing pensioners -
already complaining strongly about the increase in the minimum
deposit - will take a lot of persuading that the Government is not

preparing to abolish the Ordinary Account. Both groups are
capable of lobbying and securing backing, both from the
Government's supporters as well as from its opponents. Moreover,

militants in the trade unions will probably try to whip up staff
opposition on the grounds that DNS jobs in Glasgow are under
threat. In Committee, the Clause will therefore need full and
careful presentation if it is to be carried.
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The basic rationale for the Clause would have to be fairly

. forthright, on the following lines:

6.

a. A minimum interest rate is not stipulated for any other
National Savings product. Interest rates are set in the
light of all relevant circumstances at the time, This Clausc
brings the Ordinary Account into line with usual practice.

by The Government does want to encourage saving among all
sections of the community. But that does not mean promoting
all National Savings products.

c. We want in National Savings funds which investors will
leave untouched for a number of years. The Ordinary Account
does not fit this bill. An instant access account has no
priority as a Government funding instrument.

d. Ordinary Account is an expensive operation - some
£130 million a year in administration and interest costs.
The average cost of each transaction is well over £1 in Post
Office agency fees and DNS running costs. The Government has
no plans to close the Ordinary Account down, but it is
important to ensure that it is run efficiently and
economically. It is for that reason that we have recently
increased the minimum deposit from €1 to £5, and dispensed
with the Standing Order and Paybill services.

e. Ordinary Account business has been declining for many
years. This reflects the fact that it no longer serves the
social needs for which it was originally established. These
are now met to a great extent by banks and building
societies, including Girobank, which offers current and
savings account facilities over Post Office counters.

In answer to specific questions, the line we suggest might be

taken is as follows:-

a. Do you intend to stop paying interest entirely ? The
rates for the whole of 1989 have already been announced and
we shall honour them. No decision has been taken on the
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interest rate structure thereafter. The Clause simply brings
Ordinary Account into line with other National Savings
products, for which no minimum interest rate is stipulated,
and so increases the range of options open to us. The
majority of "Old Bank" accounts, which have balances of less
than £1, already earn no interest.

b. What will the interest rate structure be in 1990? Too
early to say. We shall as usual decide and announce nearer

the time what terms will apply.

clt: Can -you give assurances that you will continue to pay

interest on the present basis? No.

d. Indefensible to pay no interest on a savings account?
No decision yet taken about future structure of interest
rates. But unlikely that many depositors regard Ordinary
Account as savings account - much closer to instant access
account. Those who wish to save small sums with National
Savings would do much better with Investment Account
(currently ottering 10.75% gross at 1 month's notice).

e. Does this Clause pave the way for the abolition of
Ordinary Account? There are no plans for this. The Clause
simply makes available the widest possible range of options
on interest rates to the Government, and puts the Ordinary
Account on the same footing as all other National Savings

products.

2 Is the future of the Ordinary Account assured? No
prudent Government could reasonably be expected to give such
an unconditional assurance. But the Government has no power
in present legislation to abolish it. That would require
further primary legislation (extensive amendment to the
National Savings Bank Act 1971).

9. The Clause further discourages small savers, such as
pensioners and children? No. Banks and building societies
offer instant access accounts and accept small deposits.
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Girobank offers an instant access savings account to the
over - 18s, and a very short notice savings account to all;
transactions can be made at Post Offices. 1In all cases, the
interest rate is higher than on Ordinary Account.

To sum up, since legal advice is that the Clause must refer

explicitly to the option of paying no interest, Treasury Ministers
are llkely to face firm opposition from certain quarters in taking
this
decision to increase the minimum deposit in the Ordinary Account
from £1 to £5 may give some indication of the strength of feeling.

Clause through Committee. The current criticism of the

la. R
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FIRST ORDER PQ NO 2

The Chancellor held a meeting on First Order PQ's today and
expressed his surprise that no figures were available as to how
many children are cared for in work place nurseries. Can you
explain this?

The Financial Secretary would also like to know the background on
Factual III.

On Positive points, the Chancellor feels that this should reflect
his view that "work place nurseries are desirable but that doesn't
necessarily mean that there is a case for giving tax relief".

On Defensive (iii), the Chancellor changed the reply to read:-

"All aspects of the tax system are being kept under continual

review.

on Defensive 10 (Comparison with company cars) the Chancellor
feels that the last sentence should be deleted.

On Defensive 14 (increase £8,500 threshold to exclude lower paid
from tax), the Chancellor feels that the line should reflect our
standard correspondence reply.

It was also felt that perhaps this year's Finance Bill should
amend the car scale's clause so that the £8500 figure is no longer
stated as "high paid employees" but rather as for" all except

lower



paid employees". The Financial Secretary would like your views on

this point.

The Financial Secretary is holding a meeting on
22 February 1989 at 11.00am to discuss these points.
\\ /_—\\
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SUSAN FEEST

Wednesday



