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NOTE OF A MEETING HELD AT 2.30 PM ON
TUOESDAY 8 NOVEMBER IN THE CHANCELLOR' s \
ROOM, HM TREASURY /} J

|
\
\

\

\

Iresent: Chancellor of the Exchequer
Financial Secretary
Economic Secretary
Sir Peter Middleton
Mr Scholar
Mr Culpin
Mr Gilhooly
Mr MacPherson
Mr Michie
Mr Sedgwick
Miss Chaplin
Mr Tyrie

Mr Isaac )
Mr Painter )
Mr Beighton )
Mr Bush )

Inland Revenue

Mr Jefferson Smith )
Mr Wilmott ) Customs and Excise
Mr Warr ) :

Mr C Jenkins ) Parliamentary Counsel
MINOR BUDGET STARTERS 1989
The Chancellor opened the meeting by saying that it was important
to 1look at the overall balance of the Budget when considering the

possible starters. The meeting proceeded to review the minor
starters in the order determined by the Agenda.

SUBSTANTIAL STARTERS

INLAND REVENUE:

204 - Business Expansion Scheme

The Chancellor agreed that it would be best to let BES settle down
and no further changes to be made this year.
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215 - Life Assurance Review

The Chancellor agreed that this starter should be included but
said a separate meeting would be needed to discuss the details of
the proposed changes. The Chancellor observed that the starter
should be considered in the context of EC developments (FIM are
preparing a paper on this), and that the Budget as a whole should

not be seen as anti-savings.

252 - CGT: Gifts relief

The Financial Secretary was to hold a separate meeting to discuss
this further.

253 - CGT: Qualifying Corporate Bonds

Inland Revenue would be submitting a paper on this shortly.

254 - CGT: Non-resident companies trading in the UK

Mr Painter explained that last year's changes to the company
migration legislation had focused attention on existing weaknesses
in the CGT rules. He said that significant revenue could be at
stake - up to £100 m - but given last year's changes, legislation
should not prove too controversial. The Financial Secretary will
consider this further.

401 - Sovereign Immunity

In view of the BP/KIO issue the Chancellor decided to drop this
starter.
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SIMPLIFICATION AND/OR DEREGULATORY PRO-BUSINESS STARTERS

INLAND REVENUE:

108 - Schedule E: Receipts basis

The Chancellor asked what the revenue effects of this starter
would be. Mr Painter said that the present tentative estimates
(which were still been worked on) were:

1989-90 Exchequer cost £60m
1990-91 Exchequer cost £80m
1991-92 Exchequer ain £10m
1992-93 Exchequer ain £70m

The Chancellor noted that cost could be a factor but agreed that
further work could proceed on this, and the Financial Secretary
will consider further.

118 - Trusts: General Review

The Financial Secretary commented that this was an important
starter. Mr Isaac said he was planning to submit a progress
report in mid November. The earliest realistic timetable for a
major reform would be an announcement in the 1989 Budget followed
by consultations with publication of draft clauses in 1989, and
leygislation in 1990.

The Chancellor said that the starter would be most attractive if
it achieved simplification. Parliamentary Counsel commented that
Trusts are particularly complex and would take up a substantial
part of the Bill.

206 - Close Company Legislation

The Financial Secretary commented that this was a moderately
promising starter which could bring some simplifications. But
complete abolition of the anti-avoidance legislation was a high
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risk strategy, and we may have to opt for a 1less radical
alternative. The Chancellor commented that the options should be
fully considered and costed. The Financial Secretary will

consider this further.

402 - Residence

Revenue officials commented that consultations were not vyet
complete, and some major bodies were not due to respond until the
end of the month. The Chancellor observed that we had to have
clear information about what happened in other countries as we
would not wish to drive people overseas. The Financial Secretary
commented that the main criticism so far had been that attempts to
assess world-wide income had been unfair. The Inland Revenue aim
to send an interim report to the Financial Secretary before the
end of November.

451 - Sub-contractor Tax Scheme

The Financial Secretary suggested that we should aim to take the
administrative savings first, in the 1989 Bill and defer other
issues. This would mean that the bulk of the legislation would be
for the 1990 Bill but would allow for any consultation which may
be necessary. The Chancellor agreed.

Customs and Excise:

35 - Simplification of the VAT registration requirements
37 - VAT Bad debt relief
38 - Default surcharge

The Economic Secretary explained these starters and said that they
would have a worthwhile deregulatory impact, and would be welcomed
by the trade. He recognised however, that they had a not
insignificant revenue cost, and that perhaps not all three could
be accommodated. The Chancellor agreed that the stairters werc
attractive and that they could proceed meantime.
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7 - Abolition of gas o0il and fuel oil duties

The Chancellor commented that this starter was attractive but
quite expensive in revenue terms. He noted that if we waited a
further year, complicating factors such as the impact on
British Gas of the FRIG Gas contract would be 1lessened. The
Chancellor agreed to include the starter provisionally, but
commented that it might be a better option for 1990.

STARTERS ALREADY APPROVED BY THE FST OR EST

INLAND REVENUE:

The Chancellor agreed that the following starters, already
approved by the Financial Secretary, should be included:

207 - Capital Allowances: Safety at sports grounds.
209 - Capital Allowances: Pre-consolidation amendments.

CUSTOMS AND EXCISE

The Chancellor agreed that the following Customs and Treasury
starters, already approved by the Economic Secretary, should be

included:

2 - Excise: Power to estimate revenue duties payable.

4 - Excise: measurement and declaration of original gravity of
beer.

5 - Excise: misdescription of substances as beer.

6 - Excise: 0il duties relief.

36 - Right to repayment of VAT/Excise duties (and consequential
changes).

40 -~ VAT: Research and Development cars.
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62 - London Port banking: amendment to CEMA Section 17.

39 - Duty and Tax relief for diplomats and visiting forces.

TREASURY

651 - Government Stock: small estates.

652 - Gilts exemption monies: new procedures.

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

OTHER STARTERS

CUSTOMS AND EXCISE:

8 - Excise: simplified duty credit arrangements for tobacco

The Economic Secretary will consider this when Customs' submission

is received.

33 - VAT: adjustment of input tax on capital goods

''he Economic Secretary commented that this starter was related to
a mandatory provision of the EC Sixth VAT Directive. It could be
administratively complex but he had asked Customs to work up
simplified options, and the outcome of this work looked quite
promising. The Economic Secretary will consider further.

60 - Prosecution time limits

Customs are due to report on this very shortly and the
Economic Secretary will consider further.
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61 - Seizure at export of probable cash proceeds of drug
trafficking

The Economic Secretary explained that this starter was designed to
extend powers to seize cash which was related to drug smuggling.
A submission is due from Customs very shortly and the Economic
Secretary will consider further.

INLAND REVENUE:

101 - Amalgamation of MCA and APA

The Chancellor agreed that this should be dropped.

105 - Benefits in kind: company cars - salary forgone

The Inland revenue confirmed that this starter was not essential
but the revenue 1loss could grow steadily as scale charges were
increased. A full submission will be sent to the
Financial Secretary shortly.

106 - Benefits in kind: provided accommodation

This starter is essential given that rateable values for domestic
property will no longer exist following the introduction of the
community charge. Detailed transitional rules will be required,
and a submission will be sent to the Financial Secretary.

109 - Schedule E: post-cessation payments

The Inland Revenue reported that this starter would not be
necessary if starter 108 - "Schedule E: Receipts Basis" went

forward.
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110 - Schedule E: lump sum payments

This starter was not essential this year. The Chancellor
commented that he would 1leave the final decision with the
Financial Secretary.

111 - Testimonials for sportsmen

The Revenue noted that this starter was not essential. The
Financial Secretary commented that it was potentially sensitive,
and that a submission would be coming from the 1Inland Revenue.
The Chancellor commented that the submission should contain
evidence of abuse of the existing rules.

112 - Review of Employee Share Schemes

There are a number of changes that could be made under this review
and the Financial Secretary will consider further.

113 - Employee Share Option Plans (ESOPs)

The Financial Secretary commented that there was quite a head of
steam behind this starter, and broadly speaking, he was in favour
of it going forward. The Financial Secretary will consider this
further on receipt of the Revenue submission.

115 - Employees' material interest

The Financial Secretary will consider this on receipt of the

Revenue submission.

116 - Amendments to PRP

This starter is currently being considered by the Paymaster

General.
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119 - Mixed residence and non resident trusts

Mr Isaac noted that whilst the main action on trusts could wait
until 1990, this starter was necessary this year. The Chancellor
was content with this.

156 - Unit Trusts: basis of charge

The Chancellor commented that this starter cut across the savings
package, and a full submission from Inland Revenue was required,
together with an early meeting. Mr Beighton observed that the
Inland Revenue were pressing on with their analysis of the
treatment of Unit Trusts in other European Countries.

202 - Purchase of own shares by quoted companies

The Financial Secretary will consider this starter further.

203 - Entrepreneurs Scheme

The Financial Secretary will consider this starter further, but he
commented that it did not look promising, especially if we were,
as planned, to leave BES to settle down.

205 - Advance Corporation Tax (change of ownership surrender)

The Financial Secretary will consider this further on receipt of a

Revenue submission.

208 - Capital allowances and VAT

This starter is related to starter 33 (VAT: adjustment of input
tax on capital goods). The Revenue will review their position
when it becomes clear how starter 33 is to proceed.
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210 - Hobby farming provisions

The Financial Secretary commented that he had ruled out abolition,
but he had asked the Inland Revenue to consider further proposals
for tightening up the present legislation.

212 - Reopening of claims for relief

The Chancellor agreed that this should be included.

214 - Sports governing bodies

The Financial Secretary said that he had been asked during last
year's Finance Bill Report Stage to review the treatment of sports
governing bodies. He had undertaken to do so, but did not regard
it as a front runner. The Financial Secretary will consider this
further.

10
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257 - CGT: private residence relief

Mr Painter explained that, although not essential, the starter
could be useful in that it would clarify the law and end numerous
court cases. The Financial Secretary will consider further.

258 - Lloyds CG Treatment

The 1Inland Revenue pointed out that this starter might be
considered in conjunction with starter 453. And they were still
awaiting a response from Lloyds on indexed linked bonds, and would
report to the Financial Secretary in due course.

260 - Inheritance Tax: liability of trustees

The Inland Revenue commented that this starter had been deferred
in 1987 and 1988, and whilst not essential, problems were getting
worse. The Financial Secretary will consider further.

350 - 0il abandonment: PRT/CT relief

The Economic Secretary commented that of the o0il starters, this
looked the front-runner. He was awaiting a report from the Joint
Energy/Revenue Committee and will consider the starter further.

352 - Piper Disaster: PRT and CT treatment of insurance receipts

The Chancellor agreed that this should be dropped, subject to the
companies putting in further evidence.

353 - PRT: Relief for incremental oil field investment

The Economic Secretary will consider further on receipt of the
Energy/Revenue Committee report.

354 - PRT 0Oil allowance: "Peak Shaver" Fields

The Economic Secretary will consider this starter further.
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403 - Tax rules for European Economic Interest Groups (EEIGS)

Mr Isaac explained that this was a very technical subject and that
the 1Inland Revenue would report to the Chancellor in due course.
The Chancellor commented that he did not regard this starter as a
front-runner.

450 - Keith Committee: Administrative improvements

Inland Revenue are to put a submission to the Financial Secretary
in mid November reporting on the outcome of consultations.

453 - Deep discounted Government and para-statal bonds

The Inland Revenue explained that this was a COBO consequential so
must be done. They will put a submission to the

Financial Secretary shortly.

454 - Electronic payment of dividends

The Inland Revenue have consulted banks about this. There seems
to be a need for financial organisations to get together and
attempt to resolve administrative difficulties. A report will be
coming forward to the Financial Secretary shortly.

TRANSPORT

The Chancellor agreed to include the following starters:

600 - Northern Ireland/GB VED Exemption.

601 - Trade Licencing: rate increase.

602 - Special Types: VED rate increase.

603 - Rigid Goods Vehicles: VED rate increase.
605 - Recovery Vehicles.

12
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606 - Dishonoured Cheques: provision to claim duty for the period
a void VED licence was held by an offender.

630 - Failure to notify vehicle document.

631 - Registration book/document.

632 - Grass cutting vehicles: definition.

633 - Sale of registration numbers.

But the Chancellor felt that Starter 610 - Mine rescue vehicles

should be dropped.

TREASURY

650 - ITV Levy

HE2 will be putting a submission up to the Chancellor.

K SEDGWICK
FP Division

12.(1 8¢

Circulation

Those present
PS/Chief Secretary
PS/Paymaster General
Miss Pollock

Mr Shaw - IR

Ms French - C&E

13
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CHANCELLOR'S MINOR STARTERS MEETING, 8 NOVEMBER 1988

As suggested in Mr Michie's minute of 17 October, I attach a note
outlining progress on the Economic Secretary's transport and oil
starters.

ey

S M A JAMES
PRIVATE SECRETARY
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TRANSPORT STARTERS

2% There are 12 Transport starters in all: nine minor starters
being dealt with by the Economic Secretary directly, and three
which are being handled by the Chancellor.

3. The Economic Secretary has now written to Peter Bottomley
asking if he will drop starters 600 and 630, and we expect he will
agree. The Economic Secretary has given approval (subject to the
usual proviso about Finance Bill space) for the following starters
to proceed:

601 Trade Licensing - third and final stage of VED
increase;
605 Recovery Vehicles - small technical change to the

vehicle class;

610 Mine Recovery Vehicles

631 Registration document

633 Sale of Registration
Marks

replacing extra statutory

concession;

small technical change;

sale of 'cherished' vehicle
number plates.

Starters 601, 605, 610 and 631 are uncontroversial, will make very

little demands on Finance Bill space, and have negligible revenue
effects. Starter 633 has been the subject of wide consultation

and should not prove controversial. Latest estimates are that it

could yield as much as £50m per year.

4. The Economic Secretary has asked Transport to look again at

the following starters:
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606 Dishonoured cheques: this could be controversial, but
provided they can come up with proposals to avoid penalising
‘innocent' parties, the Economic Secretary is inclined to agree to
it going forward. His remaining concern about this starter is the
2 pages of Finance Bill space which it will require. So even if
Transport do come up with the necessary safeguards, the starter
may have to be dropped for lack of space;

630 Grass Cutting Machines: rather than the proposal for a change
of definition for these machines - which may do no more than move
the borderline where problems occur - the Economic Secretary has
proposed a more radical starter which would sweep away six
concessionary tax classes and replace them with one class to cover
all agricultural and related machines. This could be done on a
revenue neutral basis and should produce welcome simplifications.

Other Starters

5 The remaining three Transport starters are the subject of
correspondence between Mr Channon and the Chancellor:

602 Special Types (the vehicles used for the movement of abnormal
or indivisible 1loads): 1last year the VED for these vehicles was
increased from £130 to £1,600, and this year the proposal is for a
further increase to £3,100. These increases are needed to bring
special types up to track cost cuverage. Despite thc size of the
proposed increase, we do not expect the starter to attract much
controversy as there are only around 400 vehicles involved and
operators were forewarned in the last Budget that this increase
was on the way. The Chancellor need not give his final decision
on this until the New Year, but there is no reason, in principle,
why the starter should not proceed.

603 Rigids VED: Mr Channon has proposed increases in the VED for
rigid-trailer HGVs to put them on a more equal footing with
artics. Again there is no reason, in principle, why the starter
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should not proceed. But a final decision can be made in the New
Year.

604 Hackneys: The Chancellor has already given his provisional

approval to this and will make up his mind finally in the New

Year.

Summary

6. Of the twelve Transport starters, we expect no more than ten
to proceed. The revenue yield from the starters (excluding any

other changes to the main VED rates which the Chancellor may
decide in the New Year) will be:

£m
633 - registration marks 50 (up to)
603 - rigids 50
604 - hackneys 20
EIEEﬁ
OIL STARTERS
s The Economic Secretary has discussed the oil tax starters

with the Inland Revenue and the position is as follows.

0il abandonment: PRT/CT reliefs (Starter 350)

8. This is the biggest of the o0il starters both in terms of
legislation and tax at stake. The industry are now having to plan
in earnest for the eventual abandonment of their fields following
last year's Petroleum Act which laid down the ground rules. They
are concerned that under present rules some of them may not get
full effective relief for either PRT or CT for their expenditure

4
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and argue that this may actually distort the timing of
abandonment. In many cases abandonment is still many years off.
However, there is an immediate issue as a result of the
requirement that each partner be jointly and severaly liable for
the cost of a field. As a result they want to be able to put
money aside in alienated funds to give them security that their
partners will not default and they seek tax relief on the
contributions. If such funds are to be set up they need to be set
up quickly.

9 . At this stage it seems there may be some proposals on
alienated funds (although practical problems may rule this out)
and some changes to the capital allowances regime (possibly full
immediate allowances for the cost of removing plant and machinery
and some greater carry back of losses). The PRT relief the
industry wants seems less justified but the present interest rules
on PRT repayments are over-generous. Finally there are a 1lot of
technical changes and anomalies to consider.

10. We may want to include in the 1989 Finance Bill only the
elements which need to be settled immediately (the alienated funds
and some technical matters) and limit ourselves to a statement of
intent or more consultation on other issues. We can only decide
this when we have the Working Party report (from the Revenue,
Treasury and Department of Energy) in late November /early
December.

PRT: Tariffing Issues (Starter 351)

1l1. No action seems necessary this year (my note of 31 October
refers).

Piper disaster: PRT and CT treatment of insurance receipts
(Starter 352)

12. The companies have been told that we do not see relief as
being justified on our present information. If they come back
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with a better case (in particular demonstrating that they have a
cashflow problem) we may have to reconsider.

PRT: Relief for Incremental Oil Field Investment (Starter 353)

13. This is an issue which has proved intractable for many years.
We understand there may be evidence for the first time that one or
two projects are suffering but it is still not clear whether there
is a workable solution without unacceptable deadweight costs. The
Working Party will report by Christmas.

PRT oil allowance: "Peak Shaver" fields (Starter 354)

- 14. Shell and Esso argue that last year's Southern Basin package
impacts wunfairly on their "peak shaver" field. The Revenue have
looked at the arguments and advise that the arguments are weak.
The Economic Secretary is considering Mr Prescott's submission of
3 November and Mr Scholar's note of 7 November.
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CHANCELLOR'S MINOR STARTER MEETING
TUESDAY 8TH NOVEMBER 1988

As requested by Mr Michie in his minute of

attach summary sheets detailing the progress
Secretary's budget starters.

=

MISS S J FEEST
4 November 1988

PS/Chief Secretary
PS/Economic Secretary
Sir P Middleton

Mr Scholar

Mr Culpin

Mr Riley

Mr Michie

Mrs Chaplin

Mr Tyrie

Mr Call

Mr Bush - IR

PS-IR

Mr Jenkins - OPC

17 @ctober 1988, "&F
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BUDGET STARTERS: PROGRESS SHEET

DEFINITELY INCLUDED

107: Reform of Reliefs for Relocation costs
114: Taxation of Employee Priority in Company Flotations
2133 Extension of Relief for Pre-trading Expenditure

2553 CGT: Technical Changes associated with Rebasing
256: CGT: Chattels Exemption
400: Tax Deductible from Tax Credit Payments to US Companies

Provisionally Included

207 Capital Allowances: Safety at Sports Grounds
209: Capital Allowances: Pre-consolidation Amendments
301: Stamp Duty: Rates on shares

Received but not settled

103: Benefits in Kind - Exemption

152: Tax Relief for Equity Investment

533 Pensions: Changes to Tax Rules

202: Purchase of Own Shares by Quoted Companies
203: Entrepreneurs Scheme

2522 CGT: Gifts Relief
260: Inheritance Tax: Liability of Trustees

Awaiting Outcome of Consultation

215 Life Assurance Review

402: Residence and Basis of UK Tax Liability for Individuals
450: Keith Committee: Administrative Improvements

451: Subcontractor Tax Scheme

OUTSTANDING

SUBMISSIONS

101: Amalgamation of Married Couple's Allowance and Additional
Personal Allowance.

104: Benefits in Kind: Car and Car Fuel Benefits.

105: Benefits in Kind: Company Cars - Salary Forgone



106: Benefits in Kind: Provided Accommodation

108: Schedule E: Receipts Basis of Assessment

109: Schedule E: Post Cessation Receipts

110: Schedule E: Lump Sum Payments

111: Taxation of Testimonial Payments to Sportsmen

¥12: Review of Employee Share Scheme Legislation

113: ESOPS

T Bis Employee's Material Interest

117z MIR limit for 1989-90

118: Trusts: General Review

119: Mixed Residence and Non - Resident Trusts

150: Charitable Covenants

55 b Charities - Covenants Membership Subscriptions

154: Private Medical Insurance Over 60's

200: Main CT Rate for 1989

201: Small Companies Rate of CT for 1989

204: BES

205: ACT (Change of Ownership, Surrender)

206: Close Company Legislation

208: Capital Allowances and VAT

210: Hobby Farming Provisions - Tightening

2:062:% Re-opening of Claims for Relief

214: Sports Governing Bodies

293 CGT Qualifying Corporate Bonds

254: CGT - Non - Resident Companies Trading in UK

257: CGT: Private Residence Relief

258: Lloyd's CG Treatment

2593 Inheritance Tax: Threshold and Rate

302: Stamp Duty: Taurus

401: Sovereign Immunity

403: Tax Rules for European Economic Interest Groups

452: Unauthorised Disclosure of Information Provided to Inland
Revenue and Customs and Excise

453: Deep Discounted Government and Foreign Para-statal Bonds.

DROPPED

211z Abolition of Farmers' Averaging Provisions
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EARLY NOVEMBER

CONFIDENTIAL
. @ | MINISTER | |
STARTER NO. |IN LEAD |DESCRIPTION OF STARTER | COMMENTS
I I I
| | |
INCOME TAX | | |
| I |
101 | FST | Amalgamation of Married Couple's |SUBMISSION BY
| | Allowance and Additional |MID NOVEMBER
| | Personal Allowance |
= |
103 bou B8R | Benefits in Kind - Exemption | UNDER CONSIDERATION
| | | SUBMISSION 17/8/88
| | | ? FURTHER SUBMISSION
| | | POSS. NO LEGISLATION
| | |
104 | E8T | Benefits in Kind: Car and | SUBMISSION
| | Car Fuel Benefits. | BEGINNING NOVEMBER
| | |
105 |25 EST | Benefits in Kind: Company Cars | TECHNICAL:
| | - Salary Forgone | SUBMISSION BY
| | | MID NOVEMBER
I I |
106 | FST | Benefits in Kind: Provided | SUBMISSION
| | Accommodation | IN DECEMBER
e |
107 | FST | Reform of Reliefs for | DEFINITELY INCLUDED
| | Relocation costs | SUBMISSION 27/7/88
| | |
108 B of - 4 | Schedule E: Receipts Basis of | SUBMISSION BY
| | Assessment | BEGINNING OF
| | | NOVEMBER
| | |
109 |  EST | Schedule E: Post Cessation | DEPENDS ON RESULT OF
| | Receipts | HOUSE OF LORDS CASE
| | | AND STARTER 108
e |
110 B ST | Schedule E: Lump Sum Payments | SUBMISSION
| | | MID NOVEMBER
= |
1.1 | FST | Taxation of Testimonial | SUBMISSION BY DUE
| | Payments to Sportsmen | BEGINNING OF
| | | NOVEMBER
I I |
112 jo PO | Review of Employee Share | SUBMISSION DUE MID
| | Scheme Legislation | TO LATE NOVEMBER
| | I
113 | - “EST | ESOPS | SUBMISSION DUE MID
| | | TO LATE NOVEMBER
| I I
114 | PEST | Taxation of Employee | DEFINITELY INCLUDED
| | Priority in Company Flotations | SUBMISSION 8/9/88
e |
115 |FST/PMG | Employee's Material Interest SUBMISSION DUE IN
| I
| |



- .

STARTER NO.

| MINISTER |
| IN LEAD |DESCRIPTION OF STARTER

COMMENTS

I
| |
I |
117 | FST |
I I
118 | FST |
I I
I I
I I
119 |5 cRap
e
SAVINGS AND INVESTMENT
|
150 | FST
I
|
151 | FST
|
|
152 | FST
I
|
153 | FST
I
|
154 | FST
I
I
I

BUSINESS TAXATION

200

201

202

203

204

205

206

FST

FST

FST

FST

FST

FST

FST

MIR Limit for 1989-90

Trusts: General Review

Mixed Residence and Non -
Resident Trusts

Charitable Covenants

Charities - Covenants
Membership Subscriptions

Tax Relief for Equity
Investment

Pension: Changes to
Tax Rules

Private Medical Insurance
Over 60's

Main CT Rate for 1989

Small Companies Rate of CT

for 1989

Purchase of Own Shares
by Quoted Companies

Entrepreneurs Scheme

BES

ACT (Change of Ownership,
Surrender)

Close Company Legislation

I
I
I
|
I
I
I

| PROGRESS REPORT -
|[MID NOVEMBER

I
| PROGRESS REPORT -
[MID NOVEMBER

| SUBMISSION BY END
| EARLY NOVEMBER

I
| SUBMISSION BY EARLY
| NOVEMBER

I
| SUBMISSION RECEIVED

| DECISIONS PENDING

SUBMISSION RECEIVED
DECISIONS PENDING

SUBMISSION IN JANUARY

UNDER CONSIDERATION
SUBMISSION 23/12/87

SUBMISSION 5/7/88

SUBMISSION
IN NOVEMBER

|

|

|

|

|

I

|

I

|

|

|

|

|

|

I

| SUBMISSION IN JANUARY
|

I

|

|

|

I

I

|

|

|

I

|

|

| SUBMISSION BY
| OF NOVEMBER

|

| UNDER CONSIDERATION
| SUBMISSION ON 25/8/88

| FURTHER SUBMISSION
| RECEIVED



| MINISTER | |
STARTER NO. |IN LEAD IDESCRIPTION OF STARTER |QQEEEEI§

I I I
| | |

207 | FST | Capital Allowances: |SUBMISSION RECEIVED
| | Ssafety at Sports Grounds | PROVISIONALLY INCLUDED
el |

208 | FST | Capital Allowances + VAT |AWAITING OUTCOME ON
| | | VAT POSITION
| | |

209 R | Capital Allowances: | SUBMISSION RECEIVED
| | Pre-consolidation amendments |PROVISIONALLY INCLUDED
oy |

210 e | Abolition of Hobby | SUBMISSION RECEIVED
| | Farming Provisions | DROPPED. BUT FURTHER
| | | SUBMISSION DUE ON
| | |POSSIBLE TIGHTENING
| | |

217 | . EST | Abolition of Farmers' | SUBMISSION RECEIVED
| | Averaging Provisions | DROPPED
b |

212 | - EST | Re-opening of Claims |
| | for Relief |
| | |

213 | FST | Extension of Relief for | DEFINITELY INCLUDED
| | Pre-trading Expenditure |
| | |

214 =TS | Sports Governing Bodies | SUBMISSION DUE
| | | EARLY NOVEMBER
I | I

215 sl s | Life Assurance Review | CONSULTATION ENDS
| | | 31/10/88
| I |

CAPITAL TAXES | |

e |

252 |~ PST | CGT: Gifts Relief | SUBMISSION
| | | RECEIVED
S |

253 | FST | CGT: Qualifying Corporate | SUBMISSION DUE
| | Bonds | EARLY NOVEMBER
| | |

254 [ BEST | CGT: Non-resident | SUBMISSION DUE
| | Companies Trading in UK | EARLY NOVEMBER
| | | AWAITING SOLS
| | | OPINIONS
I | I

255 . SEST | CGT: Technical Changes | SUBMISSION
| | Associated with Rebasing | RECEIVED
| I
I |

| PROVISIONALLY INCLUDED



INTERNATIONAL TAXATIO

E
ON 301

| MINTSTER | I
STARTER NO. |IN LEAD |DESCRIPTION OF STARTER | COMMENTS
I | |
| | |
256 | FST | CGT: Chattels Exemption | SUBMISSION RECEIVED
| | | PROVISIONALLY INCLUDED
| | |
287 |2 FST | CGT: Private Residence Relief |SUBMISSION DUE
| | | MID-NOVEMBER
sy |
258 . “EST | Lloyd's CG treatment | SUBMISSION DUE END
| | | OF NOVEMBER
I I I
259 e oy | Inheritance Tax: Threshold | SUBMISSION IN
| | and Rate | JANUARY
| | |
260 | FST | Inheritance Tax: | SUBMISSION RECEIVED
| | Liability of Trustees |
| | |
STAMP DUTY | | |
e |
300 | FST | Stamp Duty on Houses | SUBMISSION DUE
| | and Land: Threshold |MID NOVEMBER
= :
301 S | Stamp Duty: Rate on Shares | PROVISIONALLY INCLUDED
| | |
302 | FST | Stamp Duty: Taurus | DEPENDANT ON DECISIONS
I | I
I | I
N I
I

400

401

402

403

FST

FST

FST

FST

I
Tax Deductible from Tax Credit |DEFINITELY INCLUDED

Payments to US Companies

Sovereign Immunity

Residence and Basis of UK
Tax Liability for Individuals

Tax Rules for European
Economic Interest Groups

| SUBMISSION 6/9/88
I

SUBMISSION AT
BEGINNING OF NOVEMBER

IN NOVEMBER

SUBMISSION BY END

I

I

I

I

|

| INTERIM REPORT
I

I

:

| OF NOVEMBER
I



and Foreign Para-statal Bonds |TO END NOVEMBER

| MINTISTER | I
STARTER NO. |IN LEAD |DESCRIPTION OF STARTER | COMMENTS
| I I
| | |
MISCELLANEQUS | |

B |

450 | EST | Keith Committee: | UNDER CONSIDERATION
| | Administrative Improvements | SUBMISSION 6/7/88
| | |END OF CONSULTATION
| | | PERIOD 31/10/88
| | | SUBMISSION
| | | MID-NOVEMBER
I I I

451 |. - EST | Sub-contractor Tax Scheme |ACTION PLAN DUE END
| | | OF OCTOBER
e |

452 | “R8T | Unauthorised Disclosure of | SUBMISSION BY
| | Information Provided to Inland| EARLY NOVEMBER
| | Revenue and Customs + Excise |
] |

453 (i s ESTE | Deep Discounted Government | SUBMISSION DUE IN MID
I I I
I I I
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L’DPLS \ og BSCOPEQ—D

‘ FROM: MISS T A POLLOCK

DATE 4 November 1988

1. MR MIqﬁiE%mu&%\ cc PS/Chief Secretary

PS/Financial Secretary

2. MR GILHOQLY PS/Paymaster General
PS/Economic Secretary

3 CHANCELLOR OF THE EXCHEQUER Sir Peter Middleton
Sir Terence Burns
Mr Scholar
Mr Culpin
Mr Riley

’ Miss Hay

Mr Macpherson

e Mr Flanagan

Mr Call
[ 5 } ; Mr Tyrie
b, P e PS/IR
oy ol Mr Isaacs - IR
I \ B ] Mr Painter - IR
e e Mr Beighton - IR
[ Mr G Bush - IR
“ Mr McManus - IR
A {2 Mr McNicol - IR
(). r F Mr Shaw = IR
. PS/Customs
Mr Jefferson-Smith C&E
A Mr Wilmott
N Mr Allan - C&E
-7 Ms French - C&E

Mr Jenkins Parl Counsel

e

1989 FINANCE BILL STARTERS MINOR STARTERS MEETING 8 NOVEMBER

x. We can now update the attachments to Mr Michie's submission

of 13 October; and Mr Gilhooly's of 28 October.

25 The following updated papers are attached:



(a)

SECRET

Minor Starters Meeting

Annex A - Annotated Agenda } Pa replace existing
attachments to Mr
Gilhooly's minute of
28 October

Annex B - All other starters )

The changes have been sidelined.

(1)

(i1)

(iii)

(iv)

Starters List

a new index for Inland Revenue and Department of

Transport;

updated summary sheets for Inland Revenue, Customs and
Excise, Transport and Treasury;

reference sheets for 3 new starters - Inland Revenue -
numbers 156 and 454
Transport number 633.

a revised reference sheet for Inland Revenue starter
no 215

There are 74 starters for discussion at your meeting

Revenue: 43 (37 FST; 4 EST; 1 PMG; 1 PMG/FST)

Customs: 16 (all EST)

Transport: || (all EST)

Treasury: 4 (all EST)
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Instructions to Counsel

4. Parliamentary Counsel have confirmed that they have received

instructions on the following numbers of starters:

Complete Provisional Not Received *
Revenue 3 3 6’
Customs 7 2 nr
Transport 4 3 9
Treasury 2 - 2

(* excluding those dropped and provisionally dropped)

Size of the Bill

L5 Our tentative estimate of the size of the Bill 1is

it

will be in the order of 200 pages including schedules; the Inland

Revenue starters will account for around 170 pages. The

1986

Bill, equivalent to 200 pages, was considered to be the maximum

manageable size; the 1988 Bill was 181 pages.

T A POLLOCK
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FROM: J F GILHOOLY
DATE: 28 October 1988

1. MR C N UL»—C{”“+k” cc Chief Secretary

2. CHANCELLOR K/E;5$ Financial Secretary
Paymaster General
Economic Secretary
Sir P Middleton
Sir T Burns
Mr Scholar
Mr Riley
Miss Hay
Mr MacPherson
Mr Michie
Mr Flanagan

Mr Sedgwick
Mrs Chaplin
Mr Call
Mr Tyrie
PS/IR
Mr Isaac - IR
Mr Painter - IR
Mr Beighton - IR
Mr G Bush - IR
Mr McManus - IR
Mr C S McNicol - IR
. Mr Jefferson Smith - C&E
Mr Wilmot - C&E
Mr P R H Allen - C&E
Ms French - C&E
Mr Jenkins - Parliamentary
Counsel

1989 FINANCE BILL STARTERS: CHANCELLOR'S MEETING

I attach at Annex 'A' an annotated agenda for your minor starters
meeting. Annex 'B' is a list of all other slLarters which we
suggest need not be covered - either because they are to be
covered at separate meetings; are 'annuals' which can be decided
later; have already been approved by you or have been dropped; or
because for other reasons we think that you may feel they are not

suited to this meeting.

2 You will wish to have to hand the reference and summary
}\sheets circulated earlier which briefly indicate the nature and

o |

4 | SECRET
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state of play of the starters. These will be wupdated as the
Budget cycle progress.

3 There are 76 starters for discussion:

Revenue : 42 (35 FST; 5 EST; 1 PMG; 1 PMG/FST);
Customs s 16 (all EST);
Transport : 14 (all EST);
Treasury : 4 (all EST).

4. Within the annotated agenda at Annex A the starters are

grouped into four sections

- Section A lists some "substantial" minor starters.

- Section B groups together starters which have a
simplification and/or deregulation/pro-business element.

- Section C covers starters already approved by the
Financial Secretary or Economic Secretary, or which have
been dropped.

- Section D covers the remainder of the starters.

54 Your meeting gives you the opportunity for a first
preliminary view of the overall shape of the starters. We do not
think vyou will wish to discuss the individual starters in detail;
but you may wish to give guidance on the acceptability of some of
them.

6. Apart from the ‘"savings" starters, and the indirect taxes
(which are being discussed separately), some features are:

(a) The Economic Secretary has identified a number of
starters (see the second section of the annotated
agenda) which have one or more of the following
characteristics: simplification, deregulation, pro-
business. The Financial Secretary has added that some

SECRET



(b)

SECRET

possible simplifications (eg in anti-avoidance
legislation) flow from the 1988 budget reforms. Inter
alia, the Revenue are looking at Trusts starter with a
view to identifying possibilities for simplification.

a number of the starters relate to (or might be taken
publicly as relating to) the EC and/or 1992. The most
important of these is the VAT starter to implement the
ECJ infraction judgements; but they include VAT on
passenger transport,which will also need to be looked at
alongside the proposals for VED and hackneys. You are
having a separate meeting on indirect taxes. On the
direct side, this grouping would include aspects of life
assurance and its stamp duty; the extension of pre-
trading relief; and the EEIGs..

i

J F GILHOOLY

- p—

SECRET
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ANNEX A

CHANCELLOR'S MINOR STARTERS MEETING 2 NOVEMBER 1988
AGENDA
A. Substantial Starters
Inland Revenue:
Starter 204 - BES
Purpose: To review recent developments, including the new
relief for private renting.
Revenue effect:)
) Not known: depends on decisions.

Staff effect :)
Submissions: Planned for November.
Key Points: As the new tenancy relief and the ceilings on

investments have only just been introcduced do
Ministers feel that, subject to the note on
recent developments, it would be best to let BES
settle down?

Starter 215 - Life Assurance Review

Purpose: To consider and take forward options outlined in
consultation document published 17 June 1988 in
the light of responses. Rlso to consider thp abol:tion
d]» L'afe, Asswrante Polfcg Db

Revenue effect): 63

) Depends on decisions.

Staff effect ):
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Submissions: Mr Deacon's submission of 21.10.88 gave

i provisional state of play. The provisional

//t submission asks Ministers for initial opinions.
A full submission is aimed for November.

Key Points: Split of legislation between 1989 and 90.

Starter 252 - CGT

Purpose: To reconsider abolition of CGT gifts relief
(originally introduced in 1980 to remove double
charge on lifetime gifts but CTT lifetime
charges abolished in 1986).

Revenue effect: £50m if relief abolished.

Staff effect: Some increase: depends on behavioural responses.
Submissions: Made 24 October 1988.

Key Points: Should the relief be abolished? (The 24 October

submission also identifies a number of
subsidiary issues for decision).

Starter 253 - CGT: Qualifying Corporate Bonds

Purpose: To consider the need for remedial action to
counter a loophole. At present where shares are
exchanged for a qualifying corporate bond, the
gain on the shares is deferred until the bond is
disposed of. 1If bond gifted prior to disposal,
it is not clear whether there 1is a proper
mechanism for bringing it back into charge.

Revenue effect: Up to £100m at stake if no action taken.
Staff effect: NIL.

Submissions: Not yet made.



Key Points:

SECRET

Until we have received legal advice we do not
know whether we need to ask Ministers to take
action.

Starter 254 - CGT: Non-Resident Companies

Purpose:

Revenue effect:

Staff effect:

Submissions:

1 |

Key Points:

To safeguard exit charge on emigrating
companies.

Substantial tax at stake if no action taken.
Negligible.

Aimed for early November.

Existing provisions have a number of weaknesses

and action is needed to prevent the new company
emigration charge from being exploited.

Starter 401 - Sovereign Immunity

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

To consider options for restructuring immunity
following firm steerigfom the Chancellor in the
Py MNP !
summer'&jﬁ/tFJ‘%&‘?i“f"
\
Over £100m yield, if most radical option

adopted.
Negligible.

Aimed for early November: is 1likely to put
forward two options for removing or limiting
immunity and will report further research into
practical implications.

In considering options for action, Ministers
will want to hear in mind interaction with the
residence issue (Starter 402), KIO/BP and other
countries' practice.
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B. Simplification and/or Derequlatory Pro-Business Starters

Inland Revenue:

Starter 108 - Schedule E: Receipts Basis

Purpose:

1K

Vo St

Revenue effect):

Staff effect

Submissions:

Key Points:

)

)iz

To reduce need to make assessments where PAYE
has been operated properly. Achieves some
simplification and savings after a transitional
3 year period in which there would be some
additional Budgetary and administrative costs.
Ministers commissioned this work in
December 1987.

Depends on decisions
on the transitional provisions.

Aimed for early November: will present proposals
for action in' 1989.

After a settling in period, the proposal should
achieve simplification for taxpayers and tax
offices and generate revenue and staff savings.

Starter 118 - Trusts: General Review

Purpose:

Revenue effect):

Staff effect

)
)¢

Review of the present income tax and capital
gains tax rules for trusts, mainly because of
the 1988 reforms of the treatment of covenants
and maintenance, and the planned introduction of
independent taxation. Could lead to
simplification and rationalisation of the rules
more generally.

Depends on decisions.



Submissions:

Key Points:

SECRET

A progress report is aimed for early November.
Interim reports made on 14 July and 17 October.

Scope for simplification of anti-avoidance
legislation and some options for action in 1989.
Any major restructuring would almost certainly
need draft clauses, followed by legislation in
1990.

Starter 206 - Close Company Legislation

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

To examine the need for anti-avoidance
provisions following the 1988 changes to income
tax and CGT.

Cost depends on decisions: could exceed £100m in
each year.

Probably negligible, depending on decisions.

25 August 1988. Revenue are considering
presentational and technical implications and
will report back to Ministers.

Complete abolition would achieve simplification
but at a substantial Exchequer cost. Less
radical option - abolition but with compensatory
measures targetted at investment companies -
possible.

Starter 402 - Residence

Purpose:

Revision of the present residence rules with the
aim of greater simplicity, certainty and
neutrality, and of relating UK liabilities more
closely to the degree of connection with this



Revenue effect:

Staff effect:

Submissions:

Key Points:

SECRET

country. Consultative document issued in
z <
July 1988. ﬂbvkgwﬁ{\

Possible yield of £50m depending on decisions.
Possible saving of 10.
Interim targetted for November.

The proposals in the consultative document aim
to produce simpler and more neutral rules but
some (e.g. the purposed changes to the long-term
residence rules) would be controversial.
November submission will examine scope for
legislation in 1989.

Starter 451 - Sub-contractor Tax Scheme

Purpose:

Revenue effect:)

Staff effect

Submissions:

Key Points:

)
)

Revision and tightening up of the present scheme
in the light of the recommendations of
Efficiency Scrutiny.

Depends on decisions on level of deduction
rate and timetabling of longer-term
proposals.

14 October 1988.

Should there be a single package of measures in
1989 or should some elements be deferred until
1990? Tougher rules for eligibility for new and
renewed certificates will be controversial.
| Consultation ﬁecessary.
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Customs and Excise:

Starter 35 - Simplification of the VAT Registration Requirements

Purpose: to simplify the rules relating to when a
business must register for VAT. At present,
there are quarterly and annual turnover limits,
and the proposal is to have a simple threshold
based on turnover in the previous 12 months.

Lo \ N AN
Revenue effect: - £120m in full year. [((fy Wai~ ™= 'Q
Staff effect: likely to be some modest savings.
Submissions: 14 October.
Key Points: would be welcomed by EDU and Lord Young, and

would help small businesses. But fairly high
revenue cost.

Starter 37 - VAT Bad Debt Relief

Purpose: except where traders use cash accounting or a
retail scheme, they are liable to VAT on their
sales whether or not their customers pay for
them; relief for bad debts is available only
where the customer becomes formally insolvent.
The Economic Secretary has agreed to a review of
the existing arrangements for relief from VAT on
bad debts; this review will recommend:

(a) extending the existing relief provisions
but only to the extent of covering minor

anomalies; or

(b) a major change to a fully comprehensive
form of relief allowed.
7
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| }{"v:}
7T o gl Pate .
Revenue effect: - £150m in full year. &1ﬂ«(wﬂ”“vt*(‘ l%\
Staff effect: + 20
Submissions: 14 October.
Key Points: fully comprehensive form of relief would be
widely welcomed by business community who
perceive the existing system as unfair. The

proposal has a reasonably high revenue cost.

Starter 38 - Default Surcharge

Purpose: To reduce ‘'harshness' of existing surcharge
regime. At present, the default surcharge rises
by stages per default, each of 5 percentage
points, from 5 per cent to 30 per cent.
Experience suggests that by the time the trader
reaches a surcharge rate of over 20%, he has
moved from the "won't pay" to "can't pay", and
the even higher surcharge rates do little
practical good. Customs are likely to recommend
cutting the maximum rate from 30% to 20%.

Revenue effect: -.£20m in full year.

Staff effect: NIL.

Submissions: no major submission as yet (Customs still
consulting).

Key Points: would be widely welcomed by business community.
Any implications for = serious impending

misdeclaration penalty regime - also set at 30%?
Revenue cost modest (£20m).
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Starter 7 - Abolition of gas oil and fuel oil duties

Purpose:

Revenue effect:
Staff effect:

Submissions:

Key Points: ~

possible abolition of duty on gas oil and fuel
oil put forward as part of Treasury's supply
side measures. Considered previously but
rejected because a reduction in duty would
increase the price of natural gas supplied to
and by British Gas under a number of commercial

contracts. vaﬁﬁ\ [ B
))) ( KN MJM"("\?‘ )
U i

= E l 6 Om . & \»‘\"‘\k\ \]\/""’")"/’A\}ﬁ\"‘—”k
\ )
- 5 .

Customs has consulted with Treasury and
Department of Energy. Submission to come

forward shortly.

Has points been reached at which benefits to oil
users outweigh disadvantages to British Gas and
their consumers? Fairly high revenue cost.
Some deregulatory benefits.



C. Starters
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already approved by the Financial Secretary or

Economic Secretary

Revenue:

207(I) Capital Allowances: Safety at Sports Grounds

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

to extend relief to "regulated stands" deferred
until Home Office order - expected to come into
effect on 1 January 1989 - brings them within
safety certificate requirements. The Financial
Secretary has indicated that he is content for
this starter to proceed.

Neqg.
Negqg.
28 October.

Align treatment of regulated stands with
allowances introduced in 1988.

209(1) Capifg.f"ﬁ:A_—’ {ewances : Pre-consolidation amendments

Purpose:

Revenue effect:

Staff effect:

Submissions:

technical amendments to put right in advance of
consolidation of capital allowances. Various
defects and anomalies in existing law. Agreed
by Financial Secretary.

Small.
Neg.

28 October.



Key Points:

Customs:

SECRET

Uncontroversial technical amendments in advance
of consolidation proposed for 1989.

2(TI) - Excise: Power to Estimate Revenue Duties Payable

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

to block a potential loophole; Section 116A of
CEMA allows Customs to estimate duty due where
returns, accounts, and records are incomplete or
missing. But powers apply in respect of excise
warehouses and distillers only; there is a gap
in Customs' controls over other revenue traders
e.g. brewvers. The Economic Secretary has
indicated that he is content, in principle, for
this starter to proceed.

NIL.

NIL.

6 October.

recent case concerning a major brewer has
highlighted weakness in law. But could attract

some opposition as Customs are seeking extension
of existing powers.

4(I) - Excise: Measurement and Declaration of Original Gravity of
Beer
Purpose: amendment of Alcoholic Liquor Duties Act 1979 in

order to clarify the law relating to the
determination of the original gravity of beer.
The Economic Secretary has indicated that he is
content for this starter to proceed.

12



Revenue effect:

Staff effect:

Submissions:

Key Points:

SECRET

NIL.

NIL.

6 October.

recent case concerning major brewer has

highlighted need to clarify 1law. Should not
prove controversial.

5(I) - Misdescription of substances as beer

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

repeal of Section 73 of the Alcoholic Liquor
Duties Act 1979. This section makes it an
offence to sell any substance described as beer
unless beer duty has been paid in respect of the
total volume. But low alcohol beer is now sold
by brewers with the term 'beer' in the product
name. Technically therefore, brewers are in
breach of ALDA S 73. The Economic Secretary has
agreed that the section is redundant and should
be repealed.

NIL.
NIL.
14 October 1988.

None.

6(I) - Excise: 0il duties relief

Purpose:

to replace four o0il duties extra - statutory
concessions with formal legislative provisions.
The Economic Secretary has provisionally agreed
to this starter going forward.

13



Revenue effect:

Staff effect:

Submissions:

Key Points:

SECRET

NIL
NIL.
31 October.

existing legislation does not wholly meet trade
needs or administrative practices. There are
circumstances, too, where on grounds of equity
or to prevent double taxation, it is desirable
to remit or repay a duty charge; but 1legal
provisions allowing this are absent.

36(T) - Right to repayment of VAT/excise duties (and consequential

duties)

Purpose:

Revenue effect:
Staff effect:
Submissions:

Key Points:

would provide a statutory entitlement to
repayment of VAT and excise duties paid in
error. Follows a Court of Appeal judgement
where the Court commented adversely on the lack
of statutory provision for the repayment of VAT
paid in error. The Economic Secretary has
approved the inclusion of this starter.

NIL.

NIL.

1 September.

seems proper that taxpayers' entitlement be

spelt out statutorily; safeguards re: ‘"unjust
enrichment" seem reasonable.

14



SECRET

40(I) - -Research and development cars

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

62(I) London Port

to extend entitlement to deduction of input VAT
on motor cars used for research and development
to include imported vehicles. The European
Commission has advised the UK that the existing
legislative provision which allow deduction in
respect of UK manufactured vehicles only is
discriminatory, and contrary to Article 95 of
the Treaty. The Economic Secretary has
commented that it might be best to 'lose' this
change in the Budget.

NTT..
NIL.

31 August.

action necessary to comply with Treaty; benefits
imported cars.

Banking Amendment to CEMA Section 17

Purpose:

Revenue effect:

Staff effect:

Submissions:

to assist the rationlisation of Customs' banking
arrangements by enabling London Port Collection
to organise its banking arrangements in the same
way as other Collections. The
Economic Secretary has indicated that he is
content for this starter to proceed.

NIL.
NIL.
19 October.

15
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Key Points: a two line amendment which should be
uncontroversial.

/ﬂ 39(T) Nuty and tax relief for Diplomats and visiting forces

NE

'K {

i) i
[ \
A/ \
/

to replace a number of extra-statutory quss

fy‘ \ Purpose:
‘\‘ / concessions. The Economic Secretary has
(guﬁf;:<§ indicated that he is content that this starter
L J/ 3 should proceed.
]

/ Revenue effect: NIL.
Staff effect: NIL.

Submissions: 21 October.

It will neither increase nor decrease the extent

Key Points:
of existing reliefs, but will facilitate

control.

Treas ury:

651(I) - Government stock: small estates

to simplify the Bank's arrangements for dealing
with small (less than £5,000 market value)
holdings of holders who have died. Approved for
the 1988 Bill but dropped through lack of time.

Purpose:

Revenue effect: NIL.
Staff effect: NIL.

Submissions: 4 October.

Key Points: a technical and non-controversial starter

"' 16
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652(I) - Gilt Redemption Monies: New Procedures

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

to simplify the arrangements for paying
redemption monies in gilts. Approved for the
1988 Bill but dropped through lack of time.

NIL.

NIL.

4 October.

a technical and non-controversial starter.

654(I) Redemption 3% 1986-1996: wind up of Annuities Account and

Sinking Fund

Purpose:

Revenue effect:

Staff effect:

Submissions:

Key Points:

To end the annual £0.3m grant to the Annuities
Account and appropriate to the Consolidated Fund
the £1.7m residual surplus on the Annuities
Account and Sinking Fund. The Economic
Secretary has agreed that this starter should
proceed.

NEG.

NIL.

21 October.

Unlikely to prove contentions (although

propriety of appropriating the residual sucplus
to the Exchequer may be questioned).

D. Other Starters

As per list attached.

1.7
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D. 'OTHER' STARTERS

. NO. TITLE STATUS DATE OF
MAIN
SUBMISSION

Customs and Excise

8 Excise: simplified duty NSM -
credit arrangements for
tobacco
33 VAT: adjustment of input uCM 17.8.88 (related
tax on capital goods to starter
208)
W Nay ms
rﬁi\ﬁ\\39 Duty and tax relief UCM 21.10.88) ‘G
\frw ,} for diplomats and i
\ﬂ{\ v visiting forces 1V 1157
60 Prosecution time limits NSM -
‘ 61 Seizure at export of NSM -
' probable cash proceeds

of drug tafficking

/&
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TITLE

Inland Revenue

101

105

106

109

110

atiel

112

113

115

116

119

156
202

203

Amalgamation of MCA and APA

Benefits in kind: company
cars - salary forgone

Benefits in kind: provided
accommoudation

Schedule E: post-cessation
payments

Schedule E: lump sum
payments

Testimonials for sportsmen

Review of Employee Share
Schemes

Employee Share Option Plans
(ESOPs)

Employees' material interest

Amendments to PRP

Mixed residence and non-resident

trusts
Unit Trusts: Basis of charge
Purchases of own shares by

quoted companies

Entrepreneurs scheme

W

STATUS

NSM

UCM

NSM

ucM

NSM

NSM

NSM

UCM

ucM

NSM
UCM

UCM

DATE OF
MAIN
SUBMISSION

7. 7.88

23.12.87
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205 Advance Corporation Tax NSM -
(change of ownership,
surrender)

208 Capital allowances and VAT NSM - (related

to starter
33)

210 Hobby farming provisions: UCM 20.10.88
tightening up (rather than
abolition)

212 Reopening of claims etc UCM -

214 Sports governing bodies NSM -

257 CGT: private Residence Relief NSM -

258 Lloyd's CG Treatment NSM -

260 Inheritance tax: liability UCM 2.11.88
of trustees

350 0il abandonment: PRT/CT relief UCM -

352 Piper Disaster: PRT and CT UuCM 26.9.88
treatment of insurance receipts
(Note: this starter has been
provisionally dropped)

353 PRT: relief for incremental oil UCM -
field treatment

354 PRT oil allowance "Peak Shaver" UCM 3.11.88
fields

403 Tax rules for European Economic NSM -
Interest Groupings

450 Keith Committee: administrative UCM 6.7.88
improvements

453 Deep discounted government and NSM -
para-statal bonds

454 Electronic Payment of Dividends UcCM 27.10.88

20
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NO. TITLE STATUS DATE OF
MAIN
SUBMISSION

600 Northern Ireland/GB UCM 27:10.88
Exemption

601 Trade Licensing UCM 27.10.88

602 Special Types UCM 27:10.88

603 Rigid Goods Vehicles UCM 27.10.88

605 Recovery Vehicles UCM 27.10.88

606 Dishonoured Cheques UCM 27.10.88

: (for 89)
() 610 Mine Rescue UCM 27.10.88
. 630 Failure to notify keeper UCM 27-10.88
changes
631 Update reference to "registration" UCM 27.10.88

to include "registration book"

632 Grass Cutting UCM 27:.10:88
633 Sg}e of Registration Numbers ' UCM 27.10.88
NO. TITLE STATUS DATE OF
MAIN
SUBMISSION
Treasury
650 ITV Levy UCM 11.10.88

<
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ANNEX

CHANCELLOR'S MINOR STARTERS MEETING 2 NOVEMBER 1988

(1)

(ii)

DRAFT AGENDA

Items not to be covered:

Charities - covenanted membership subscriptions;

Re-valorisation of registration/deregistration

Subjects covered by separate meetings:
Taxation of Savings:
150 - Charitable covenants;
151 -
152 - Tax relief for equity investment;
153 - Pensions : changes to tax rules;
154 - Miscellaneous allowances;
155 - Friendly Societies Protection Scheme;
301 - Stamp duty : rate on shares;
302 - Stamp duty : TAURUS.
Indirect Taxes:
30 - ECJ Judgement on zero-rating;
31 - Minor property changes;
32 - Charities;
41 - Passenger transport;
604 - Hackneys : VED Increase.
Annuals:
=
1 - Excise duty rates;
34 -
thresholds;
100 - Income Tax rates;
104 - Car benefits scales;
117 - Mortgage interest relief;
200 - C T rates;
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201 - Small coys rate;

251 - CGT - annual exempt amount;

259 - IHT - thresholds and rates;

300 - Stamp Duty Threshold;

301 - Stamp Duty Rate on Shares (this starter is
included in paragraph 1A(ii) also).

Starters already approved by the Chancellor, or have been

dropped:

Included

(1) - restriction of duty paid blending of made wine;

107(I) - reform of reliefs for relocation costs;

114(I) - taxation of employee priority in company
flotations;

213(I) - extension of relief for pre-trading expenditure;

255(I) - CGT - technical changes;

256 (I) - CGT chattels;

400(I) - tax deductible from tax credit payments to US
companies;

Dropped

9(D) - abolition of match and mechanical lighter duties;

42(D) - car tax : reduction in the rate;

211(D) - Abolition of farmers' averaging provisions;

351(D) - PRT: tariffing issues;

607(D) - Minimum threshold for VED refunds;

608(P) - Abolition of VED refunds and six month licences;

609(D) - for 3 year first licensing for Vehicles;

653(D) - Gilts redemption monies : payment of interest on

monies due to deceased holders.
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Others

102 - Dbenefits in kind : misc 1;

103 - benefits in kind : misc 2;

250 - CGT;

452)

63) - unauthorised disclosure of information provided to
Inland Revenue and Customs and Excise Departments.

[ 2
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CONFIDENTIAL

NOTE OF A MEETING HELD IN THE FINANCIAL SECRETARY'S OFFICE
ON 28TH OCTOBER 1988

MINOR BUDGET STARTERS

Present: The Financial Secretary

Mr Isaac

Mr Painter
Mr Beighton
Mr Bush

Mr McManus

Inland Revenue

N N N N s

Mr Culpin ) Treasury
Mr Gilhooly

—

Mrs Chaplin

The Financial Secretary decided to consider his own starters
individually. The following points were made in discussion.

STARTER 101 (Amalgamation of MCA and APA)

Mr Painter said that the target date for the submission was Mid-
November but he questioned whether this was a firm starter. It
would cut across the preparations already in hand for
implementation of independent taxation and would be very difficult
to explain to taxpayers. 'Mr Culpin felt that the Chancellor would
probably decide to drop the idea at his meeting next week.

STARTER 104 (Benefits in Kind: Car and Car Fuel Benefits)

It was hoped to make a submission in early November; final
decisions would no doubt turn in part on the decisions made on

allowances and rates.
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STARTER 105 (Benefits in Kind: Company Cars - Salary qugoney/ﬁﬂi b&
/ k,/

Mr Painter said there was significant revenue at stake. A

submission should be prepared by Mid - November.

STARTER 106 (Benefits in Kind: Provided Accommodation)

Mr Painter explained that this starter was necessary in order to

provide a measure of value for the benefit in kind in place of
rateable value.

STARTER 107 (Reform of Reliefs for Relocation Costs)

Mr Painter said there would be a further submission in the light
of legal advice on the extent of legislation needed.

STARTER 108 (Schedule E: Receipts Basis of Assessment)

Mr Painter said this would be a very useful simplification; with a
significatpy Exchequer and staff saving after a transitional period
in which there would be Budget and Staff Costs. The necessary
legislation could be complex and prior consultation was not
feasible. It was likely to be controversial for the small but
vocal number of Schedule E taxpayers affected.

STARTER 109 (Schedule E: Post cessation Receipts)

This starter would be unnecessary if Starter 108 went ahead.

STARTER 110 (Schedule E: Lump Sum Payments)

The Financial Secretary was keen to see action on this starter.




f

SF50FST.42
CONFIDENTIAL

STARTER 118 (Trusts: General Review)

The Financial Secretary asked how the review was progressing.
Mr Isaac said he was planning to submit a progress report in
November. The present work was looking not only at what changes
were needed because of Independent taxation and 1988 CGT changes,
but also at the scope for a major simplification of the trust

anti-avoidance provisions. The earliest realistic timetable for a
major reform would be an announcement in the 1989 Budget followed
by consultation on draft clauses in 1989, and legislation in 1990.

STARTER 119 (Mixed Resident and Non-Resident Trusts).

This starter mainly related to the Dawson case. It was agreed
that the Financial Secretary might want to consider making a
statement about closing the loophole (large sums were at stake) in
the event that the House of Lords reached an adverse decision.

STARTER 150 (Charitable Covenants)

Mr Isaac explained that the Revenue were considering the
possibility of tax relief for one-off giving. One concern was to
avoid the administrative nightmare of having to give tax relief
for small gifts to charity (eg on flag days) and charities
themselves would be loathe to give up the security represented by
covenant income. A submission would be sent in early November on

this.

STARTER 151 (Charities - Covenants Membership Subscriptions)

This related to the National Trust point. IR were working on the
definition of a membership covenant and would be submitting their

views in November.

STARTER 202 (Purchase of Own Shares by Quoted Companies)

Mr Isaac hoped to have a submission ready by the end of October.
He was trying to obtain some more figures on the potential costs.

= ol
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STARTER 203 (Entrepreneurs Scheme)

It was noted that the Financial Secretary was having a meeting
with Tim Smith MP and BVCA representatives on 15 November 1988.

STARTER 204 (BES)

The Financial Secretary hoped it would not be necessary to
legislate any further on BES in 1989.

STARTER 205 (ACT)

This starter related to the Coats Viyella representations.

STARTER 206 (Close Company legislation)

Further work was being carried out on this.

The Financial Secretary asked if any work was being done on the
offshore funds legislation. He emphasised that he was keen to
find areas of legislation which could be removed or simplified in
the 1light of the alignment of the IT and CGT rates, and the
abolition of higher rates.

Mr Bush and Mr McManus said that it was intended to put up
separate submissions on some of the ideas raised by
James Arbuthnot and Phillip Hardman, including offshore funds.
The Financial Secretary already has a note (Spence 20/9/88) on why
it was necessary to retain the Accrued Income Scheme. He would
like to see anti-avoidance legislation cut down as much as

possible.

Mr Isaac commented that some preliminary work had been done on the
possiblilities in the run up to the 1985 Budget.
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Mr Painter noted that the proposals on the close company and
settlements legislation were important and worthwhile suggestions

in this area.

STARTER 207 (Capital Allowances: Safety at Sports Grounds)

This relates to last year's safety legislation (Submission now

received)

STARTER 208 (Capital Allowances and VAT)

This starter depends on Customs' proposals to amend the VAT
regulations to comply with the EC's 6th Directive.

The Financial Secretary asked for a short explanatory note on this
before the Chancellor's starters meeting.

STARTER 210 (Abolition of Farmers' Averaging Provisions)

It was agreed that the idea of abolition had been dropped but
ideas for tightening the present legislation on hobby farming were
going to be considered.

STARTER 213 (Extension of Relief for Pre-trading Expenditure)

The Financial Secretary thought that an announcement was due to be
made on this. He was expecting further advice on the effective
date for the relief from Mr Isaac agreed to chase this up.

STARTER 214 (Sports Governing Bodies)

The Financial Secretary said that he had been under pressure
during last year's Finance Bill to look into this. Although he
had heard no further from any representative bodies, he wanted the
idea to be considered so as to avoid similar complaints during the
passage of the 1989 Bill.
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STARTER 215 (Life Assurance Review)

Mr Beighton said that the consultation period would be over at the

end of October.

A submission would then be prepared discussing the next steps. It
would be useful to decide what was to go into this year's Bill as
soon as possible in order not to stretch Parliamentary Counsel's
resources for next year's bill we could afford to devote to Life
Assurance.

Mr Beighton also pointed out that there was an important read
across between the taxation of Life Assurance and that of Unit
Trusts. If it was decided to bring the taxation of unit trusts
more into line with that in Europe, there might be presentational
difficulties, given the present level playing field arguments used

in the Life Assurance consultative document.

Mr Culpin asked if anyone was taking stock of the 1992

implications for the tax system.

The Financial Secretary said that he understood that FIM were

aware of the implications and were monitoring the situation.

STARTER 253 (CGT: Qualifying Corporate Bonds)

The Revenue were waiting for legal advice before submitting their
proposals on this starter.

STARTER 258 (Lloyd's CG Treatment)

The Revenue were waiting for Lloyd's reaction to the decisions on
the tax status of indexed bonds before finalising their proposals
on this starter. However, Mr Beighton hoped to have a submission
ready by the end of November.
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STARTER 401 (Sovereign Immunity)

It was agreed that 1989 might not be a good time for action on
this starter in view of the BP/KIO issue.

STARTER 407 (Residence and Basis of UK Tax Liability for
Individuals)

The consultation period will end on 30 November 1988. Mr Isaac
would be submitting an interim report before then.

STARTER 450 (Keith Committee: Administrative Improvements)

The Financial Secretary was concerned by the estimate of 25 pages
of legislation. Mr Beighton assured him that the contents of the
Keith proposals were well known and generally accepted. The
legislation should therefore be uncontroversial.

STARTER 452 (Unauthorised Disclosure of information provided to IR
and C&E)

Mr Isaac explained that this was a consequential of the changes to
the Official Secrets Act. The Revenue needed to establish some
sort of compliance structure to deal with employees who reveal
information about taxpayers. It was essential to protect the
taxpayer's right to confidentiality.

GENERAL POINTS

In response to a question from the Financial Secretary on the rate
of progress on starters and the prospective workload, Mr Painter
and Mr Isaac said that there was no immediate crisis but the small
number of people involved faced the the prospect of another very
large Bill. Work was not as far advanced as they would have liked
at this stage and resources were visibly overstretched. The loss
of another policy Assistant Secretary at this stage in a key area
was particularly worrying. They would be doing everything they
could to maintain progress and encourage the people doing the
work. They hoped that the number of starters would be
signficantly reduced.
i
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The Financial Secretary was broadly content with the proposed

agenda for the Chancellor's meeting next week.

With regard to Discarded Starters, he felt that E1 (Stamp Duty on
Life Assurance) should be added to the list of other Stamp Duty

starters.

SUSAN FEEST

cc  PS/Chancellor
PS/Economic Secretary
Mr Scholar
Mr Culpin
Mr Gilhooly
Mrs Chaplin
Mr Isaac - IR
Mr Painter - IR
Mr Beighton - IR
Mr Bush - IR
Mr McManus - IR
PS= IR
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p PS/Chief Secretary

2 MR CQULPIN SN PS/Paymaster General
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3% FINANCIAL SECRETARY Sir Peter Middleton
Mr Scholar
Mr Riley

/ /(x«, i Miss Hay
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1989 FINANCE BILL STARTERS

Attached is the first edition of the starters list for the 1989
Finance Bill including:

(a) an index of the starters by type of taxation;
(b) summary sheets listing the starters in numerical order

with basic information on revenue and staff effects

which will be revised as necessary;
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(c) reference sheets providing background information
which will not be updated unless the scope of the
starter changes significantly.

2., We propose that the summary sheets be circulated on a
regular basis - fortnightly at the early stages then weekly.
Where the summary sheets contain no entry in the columns headed
"revenue cost/yield" and "staff effect", the numbers either depend
on the final decision taken or estimates have not yet been
possible.

Number of starters

3. There are currently 114 (94) starters; 69 (61) originating
from the 1Inland Revenue; 26 (23) from Customs; 14 (7) from the
Department of Transport and 5 (3) from the Treasury; last year's
figures are shown in brackets. Each starter has been allocated a
unique reference number which remains unchanged throughout the
Budget exercise and which should be used on all relevant
submissions and other papers.

Classification

4. Each proposed measure has been allocated to one of the
following categories:

B - definitely included
I* - provisionally included
D - definitely dropped
D* - provisionally dropped
UCM - under consideration (at least one submission

received by Ministers)

NSM

a first submission to go to Ministers
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Decisions have already been taken to definitely include 8 of the
starters 1in the 1989 Bill and a further 5 starters have been

provisionally included.

Submissions to Ministers/Instructions to Counsel

5. The current state of play seems to be:

I.R C&E Transport Treasury Total

No of starters 69 26 14 5 114
Instructions to Counsel 2 2 13 2 18

At least one submission)

to Ministers ) 27 12 11 2 53
6.4 Customs and Excise have provided the Economic Secretary
with an analysis of their starters. (Mr Jefferson-Smith's
submission of 11 October - copied to you). The origins of the 69

"Inland Revenue" starters are as follows:

10 Annual starters
19 Treasury Ministers
5 Other Government Departments
9 Outside representations
20 Inland Revenue
6 Others (eg EC consequentials)
Z% In endeavouring to keep the numbers within bounds, the

Revenue have as ever had to be very selective. This means there
are a number of candidates where although legislation may be



SECRET

desirable, the Revenue have not felt that they command sufficient
priority for action in 1989. However, this is very much a matter
of judgement at the margin and to ensure that Ministers are
content, we have prepared a separate list of 'discards'. The list
is attached. One or more of these "discards" could, of course, be
added back as starters if Ministers wish.

8is A number of starters are concerned with possible
simplification, in particular:

108 Schedule E: receipts basis of assessment
118 Trusts - income tax review

206 Close company legislation

210 Abolition of hobby farming provisions

2450 Abolition of farmers' averaging provisions

402 Residence and basis of UK tax liability for
individuals

451 Sub-contractor tax schemes

Customs have a number of 'deregulatory" starters (see paragraph 6
of Mr Jefferson-Smith's submission to the Economic Secretary) and
there could be presentational advantages in linking these Revenue
and Customs starters as part of a deregulatory and pro-business
"theme".

Length of Finance Bill

9. At this stage it 1is not possible to give a reliable
assessment of the length of the Finance Bill. Estimates for
individual measures are still very tentative and in some cases no
estimate is possible.



SECRET

30 In the light of past experience we would expect the addition
of new items and upward amendment of existing starters, to
significantly increase the length of legislation estimated at the
outset. If the Bill is not to become unmanageable, Ministers will
need to be fairly stringent at an early stage with some of the
lower priority items.

Handling

1 Inclusion of an item on the starters list does not, of
course, imply policy approval. Separate submissions will be put
to Ministers on each of the measures. It would be helpful if
early decisions could be taken on any "free standing" proposals in
order to try and avoid bunching at the drafting stage wherever
possible. FP will monitor overall progress and advise if the
timetable is beginning to look difficult.

Minor Starters

) e The Chancellor proposes to have a meeting on minor starters
on 2 November, and we understand that your Private Office has
'pencilled' in a minor starters meeting with officials for
24 October. Mr Shaw of the 1Inland Revenue will provide an
annotated agenda and further progress report on starters for your
meeting with officials. He will arrange also for further notes on

any of the "discards" if you wish.

13. The Economic Secretary's office will be arranging separate
meetings with officials to cover starters on indirect taxes and

oil/other.

() |
I\ &W W\»\N\L

R G MICHIE
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1989 BUDGET STARTERS INDEX

CUSTOMS & EXCISE

EXCISE DUTIES

-

. .

W O N9 O U W W N

.

VAT

30.
31.
32.
33.
34.
35
36.

Duty Rates

Power to estimate revenue duties payable

Restriction of duty paid blending of made wine
Measurement and Declaration of original gravity of beer
Misdescription of substance as beer

0il duties reliefs

Abolition of gas oil and fuel oil duties

Simplified duty credit arrangements for tobacco
Abolition of match and mechanical lighter duties.

ECJ Judgement on zero rating

Minor property changes

Charities

Adjustment of input tax on capital goods

Revalorisation of registration and deregistration thresholds
Simplification of registration requirements

Right to repayment of VAT/Excise duties (and consequential
changes).

Bad debt relief

Review of default surcharge

Duty and tax relief for diplomats and visiting forces.
Research and Development cars

Passenger transport

—ear Tax: Reduction of—rate.

BUDGET
STARTERS

INDEX
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OTHER

60. Prosecution time limits
61. Seizure at export of probable cash proceeds of drug

trafficking
62. London Port Banking: Amendment of Customs & Excise Management

Act 1979 Section 17
63. Unauthorised disclosure of confidential information obtained

under statutory provisions.
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INLAND REVENUE
INCOME TAX

100 Income tax allowances; basic rate limit and rates
101 Independent Taxation: minor consequential changes

Vi V\/\\/\ e

102 % Benefits in kind: Mise |

i

103 Benefits in kind: Misc 2

104 " Benefits in kind: car and car fuel benefit

105 Benefits in kind: company cars - salary forgone
106 Benefits in kind: provided accommodation

107 Reform of reliefs for relocation costs

108 Schedule E: receipts basis of assessment

109 Schedule E: post cessation receipts

110 Schedule E: lump sum payments

111 Taxation of testimonial payments to sportsmen
112 Review of employee share scheme legislation

113 Employee Share Ownership Plans (ESOPs)

114 Taxation of employee priority in company flotations
115 Employees' material interest

116 Amendments to PRP

117 ‘Maortgage interest relief limit for 1989/90

118 Trusts - general review

119 Mixed residence and non-resident trusts

SAVINGS AND INVESTMENT

150 Charitable covenants

151 Charities - covenanted membership subscriptions
152 Tax relief for equity investment

153 Pensions: changes to tax rules

& 154 Priyate medical insarcnce - pyer 605
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Friendly Societies Protection Scheme

Unit trusts: basis of charge

BUSINESS TAXATION

200

201

202

203

204

205

206

207

208

209

210

2i1:');

212

2173

214

215

Main CT rate for Financial Year 1989

Small companies rate of CT for Financial Year 1989
Purchase of own shares by quoted companies
Entrepreneurs scheme

Business Expansion Scheme

ACT (change of ownership, surrender)

Close company legislation

Capital allowances: safety at sports grounds
Capital allowances and VAT

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

Abolition of farmers' averaging provisions
Reopening of claims for relief

Extension of relief for pre-trading expenditure
Sports governing bodies

Life assurance review

CAPITAL TAXES

250

251

252

25.3

254

255

256

257

CGT: '#50'

CGT; annual exempt amount

CGT:.gifts relief

CGT: qualifying corporate bonds

CGT: non-resident companies trading in the UK
CGT: technical changes associated with rebasing
CGT: chattels exemption

CGT: private residence relief
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260
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Lloyd's capital gains treatment
IHT: threshold and rates

IHT: liability of trustees

STAMP DUTY

300

301

302

OIL

350

3501

352

353°

354

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

Stamp duty: TAURUS

TAXATION

0il abandonment: PRT/CT reliefs

PRT: tariffing issues

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

PRT: 0il allowance: 'Peak Shaver' fields

INTERNATIONAL TAXATION

400 Tax deductible from tax credit payments to US companies

401 Sovereign Immunity

402 Residence and basis of UK tax liability for individuals

403 Tax rules for European Economic Interest Groupings (EEIGs)

MISCELLANEOUS

450 Keith @ommittee: administrative improvements

451 Sub-contractor tax scheme

452 Unauthorised disclosure of information provided to Inland
Revenue and Customs and Excise departments

453 Deep discounted government and foreign para-statal bonds

454 Electronic payment of dividends
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DEPARTMENT OF TRANSPORT

VED

600 -
601 -
602 -
603 -
604 -

605 -
606 -

607 -
608 -
609 -
610 -

OTHER

630 -
631 =
632 -
633 -

Northern Ireland/Great Britain VED Exemption

Trade Licensing - Rate Increase

Special Types: VED Rate Increase

Rigid Goods Vehicles: VED Rate Increase

Hackneys: VED Rate 1Increase: Simplification of
Structure

Recovery Vehicles

Tax

Dishonoured Cheques: Provision to claim duty for the

period a void vehicle excise 1licence was held by
offender

Minimum threshold for VED refunds

Abolition of VED refunds and six month licences
Mandatory 2 or 3 year first licensing for vehicles
Mine rescue vehicles: Definition.

Failure to notify vehicle keeper changes
Registration book/document

Grass Cutting Vehicles: Definition.

Sale of Registration Numbers.

an
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TREASURY

650
651
652
653

654

ITV Levy

Government Stock: small estates

Gilts redemption monies: new procedures

Gilts redemption monies: payment of interest on monies due
to deceased holders

Redemption 3% 1986-1996: Wind up of Annuities Account of
Sinking Fund.
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CONFIDENTIAL Date 13 October 1988
Cupdaied 411
CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS
1 2 4 5 6 7 8 9 10 11
Date Revenue £m Staff Effect Legislation
No. Description Status main cost(-)/Yield(+) Length  Datz Other
subm 1989790 1990/91 1/4/90 1/4/91 Inst. sent Comments
to Counsel
% Excise: duty rates NSM - +1060 +2120 Nil Nil 2 pages 1989-90 revenue
and 12 pages yield based on
of schedules revalorisation of
6.7%. 1990-91
yield assumes a
further reval-
orisation.of 5.7%
g, Excise: power to T 6.10.88  Neg Neg Nil Nil 3 lines 20.10.83
estimate revenue >
duties payable
3: Excise: restriction 1 29.9.88 Neg Neg Nil Nil 1 page ). Ip. 8§
of duty-paid blending
of made-wine
4.  Excise: measurement -I 6.10.88 Neg Neg Nil Nil 8 lines 3.11.88
and declaration of
original gravity of
beer
B Excise: misdescription I 14 1p.§9 Nes Neg Nil Nil 2 lines 2).10.88

of substances as beer
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Lupdeled 4.1 ]
CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS
1 2 3 4 5 6 7 8 9 10 (i)
Date Revenue £m Staff Effect Legislation
No. Description Status  mgin cost(-)/Yield(+) Length  Date Other
subm 1989/90 1990/91 1/74/90 1/4/91 Inst. sent Comments
to Counsel
b Excise: oil duties 1% 31.8.88 Nil Nil Nil Nil 5 lines and
relief 1/2 page schedule
7. Excise: abolition UCM -160 -160 -5 -5 1 page
of gas oil/fuel
0il duties
8. Excise: simplified NSM Nil Nil Neg Neg 1 page
duty credit
arrangements for
tobacco
9. Excise: matches and D 7.10.88 -20 -20 =9 -9 2 lines EST agreed to
mechancial lighter drop - 10/10/88
duties: abolition
30. VAT: ECJ judgement iy 28.6.88 470 +110 +88 +170 2-3 pages 8,9,88) Decisions on sub-
on zero rates ) sidiary elements still
) required. Further sub-
31. VAT: minor property I 12 4588 45 +20 Nil Nil 1 page 8.9.88) missions in due
changes ) course.
32.: VAT: charities NSM -5 -5 Neg Neg None (Treasury Order)
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CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

Date U4 November 1988

1 2 3 y 5 6 7 8 9 10 1M
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 UCM 17.8.88  +15/20 +20/30 Nil Nil 10 lines or
of input tax on Treasury Order
capital goods
34. VAT: revalorisation NSM Neg Neg Nil Nil None
of registration/ (Treasury Order)
deregistration
thresholds
35. VAT:simplification UcM 14.10.88 =40 -100 Neg Neg 30 lines Instrns to Sol-
of registration icitor's Office
requirements 2.11.88
36. Right to repayment I 1:9.88 Nil Nil Nil Nil 172 page
of VAT/excise duties
and consequential
changes
37. VAT: bad debt relief UCM 14.10.88 =50 =150 +20 +20 1 page 25.10.88
(perm)
38. VAT:review of default NSM =15 - 20 Nil Nil 1 page Instrns to Sol-

surcharge

icitor's Office
on 21.10.88



CONFIDENTTIAL

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

Date 4 November 1988

1 2 3 y 5 6 7 8 9 10 1M
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
39. Duty and tax relief I 21.10.88 Nil Nil Nil Nil 1/2 page
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 UCM 2.11.88 Depends on N/K N/K 172 page
transport decisions
42. Car tax: rate D 3.10.88 Depends on Nil Nil 3 lines
change decisions
60. Prosecution time NSM Nil Nil Nil Nil 30 lines 1.11.88
" limits
61. Seizure at export NSM Nil Nil Nil Nil N/K

of probable cash
proceeds of drug
trafficking.



CONFIDENTIAL Date 4 November 1988

CUSTOMS AND EXCISE BUDGET STARTERS: SUMMARY SHEETS

1 2 3 y 5 6 4 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 21.9.88 Nil Nil Nil Nil 2 lines 1.11.88
amendment to CEMA
Section 17

63. Unauthorised dis- NSM Nil Nil Nil Nil 1/2 page
closure of or schedule
confidential
information

&



BUDGET STARTERS: SUMMARY SHEETS

INLAND REVENUE

CONFIDENTIAL

Date: h

Novemhear

1 9RR

1 2 3 4 5 6 7 8 9 10 1"
Legislation
Date Revenue fm Staff Effect Length Date inst. Other
No Description Status of main cost(-)/yield(+) sent to comments
sub™m 1989/90 1990/91 1/4/90 1/4/91 Counsel
100 Income Tax: NSM Depends on decisions Depends on 2/3
allowances, decisions
basic rate
limits and
rates
101 Amalagamation NSM Depends on scope of any changes Several
of MCA and pages
APA
102 Benefits in I* 22.7.88 Of the order of Depends on 2
Kind - Misc 1 -20 initially decisions
103 Benefits in UCM 17.8.88 Small cost Neg 1
Kind - Misc 2
104 Benefits in NSM Depends on decisions Neg Neg Up to
Kind: car 1 1/2
and car fuel ‘
benefit
105 Benefits in NSM Nil but potential Nil Few
Kind: company loss if not adopted lines

cars - salary
forgone



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEFTS Date: 4 November 1988
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
106 Benefits in NSM Depends on decisions Depends on 2-3
Kind: decisions (more with
provided transitional

accommodation

rules)

107 Reform of I 27, 7.88 Depends on starting [Probably small Depends on
relief for date. Eventual - may depend on decisions
relocation yield of order of extent to which
costs +100 employers gross

up |

108 Schedule E: UCM -60 -80 +10 +40 5-10
Receipts (Figures subject to amendment depending on decisions)

Basis

109 Schedule E: UCM Probably .Probably Nil Probably 1/2—1
post cessation negligible negligible insignifican:
receipts ‘

110 Schedule E: NSM Depends on decisions Nil [Probably =2
lump sum insignificanz]
payments

111 Testimonials UCM Neg Neg Nil Neg 1-2
for
sportsmen

Full year yield
of +£50m. Full
year staff
saving of 175.




CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: November 1988
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
1.12 Review of NSM Variety of possible Probably Up to
Employee relaxations under negligible 2-3
Share Schemes consideration, but
cost seems likely
at present to be
small
113 Employee Share NSM Cost depends on Possibly + 2 to Up to
Option Plans selection from range 3 Inspectors 3
(ESOPs) of possible tax reliefs
and on take-up.
Currently unpredictable
114 Taxation of L 8.9.88 Neg Neg Nil Nil Up to
employee |
priority in
company
flotations
115 Employees' NSM Probably negligible Nil Nil Up to
material 1
interest ‘
116 Amendments UCM 7.7.88 Large variety of (Some staff Up to 4.8.88
to PRP changes in conditions cost likely) 10 11.8.88
for and levels of PRP (part only
tax relief under & provnl)

consideration.

Revenue
cost as yet unpredictable



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: V2 October 1988
INLAND REVENUE e
[vpdiltd 4. .
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
submn 1989/90 1990/91 1/4/90 1/4/91 Counsel
1015 Employe#s' NSM bly negligibl Nil Up to
1 1
Amendments UcM 7.7.88 Large varigfy of (Some sta Up/ to

to PRP changes conditions cost likely) 5
for and/levels of PRP
tax rglief under
congideration.
cgSt as yet unprldictable
157 Mortgage NSM Limit unchanged at £30,000
interest
relief Nil Nil Nil Nil Few
limit for lines
1989-90
Iperease to £35,000
=320 -400 =5 =5
Increase tp £40,000
-690 =10 =10
118 Trusts: UCM Depends on decisions Depends on N/K
general decisions
review

. <J(«°\.
® M@MW\S ® il



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: 4 November 1988
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

117 Mortgage NSM Limit unchanged at £30,000

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: UCM Depends on decisions Depends on N/K

general decisions

review
119 Mixed UCM Aim is to prevent a Depends on N/K

residence and loss not included in decisions

non-resident forecasts

trusts ‘
150 Charitable NSM N/K N/K N/K N/K N/K

covenants -
151 Charities: UCM N/K : N/K N/K N/K 1

covenanted

membership

subscriptions



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: 4 November 1988
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
152 Tax relief UcM 18.10.88 Depends on decisions Depends on Depends on
for equity decisions decisions
investment
153 Pensions: UcM 17.10.88 Depends on decisions Depends on Depends on

changes to
tax rules

154 Miscellaneous UCM
allowances

155 Friendly I
Societies
Protection
Scheme

9.9.88

156 Unit trusts: NSM
basis of
charge

200 Main CT rate NSM
for Financial
Year 1989

201 Small NSM
companies rate
of CT for
Financial
Year 1989

decisions

Nil -30 +10 +25
Neg Neg Nil Nil
N/K N/K N/K N/K
Yield/cost of 1 per Nil Nil
cent change
10 470
Yield/cost of 1 per Nil Nil

cent change

Neg 30

dec

2

[

isions
1-2

]/A

N/K

lines

lines

Submission in
January

Submission in
January



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS

Date: |3 October 1988

INLAND REVENUE
Cophtd %11
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

204 Business NSM N/K N/K N/K N/K N/K Submission in
Expansion November.
Scheme

205 Advance NSM Small Neg Neg 1
Corporation £
Tax (change \
of ownership,
surrender) (5///// b,

206 Close UcM 25.8.88 //Cost depends on N Probably neg, Up to Further
company decisions - could depending on 5 for submissions in
legislation exceed £100m in eac decision apportion- due course.

year. ﬂ///////// ment

207 Capital I_ 29.10.48 Hﬂé@'ﬂ Neg Neg Neg 174
allowances at
sports grounds

208 Capital NSM Neg Neg Neg Neg N/K
allowances
and VAT



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date:
INLAND REVENUE

4 November

1988

1 2 3 4 . 6 7 g 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
28 .88 Neg g eg N A
‘N eg Neg Ne N/K
209 Capital I 28.10.88 Depends on decisions Neg Neg 5 4.11.88
allowances: but should be very
pre- small
consolidation
amendments
210 Hobby farming UCM 20.10.88 Neg =5 Neg Neg Few
provisions lines
211 Abolition of D 20.10.88 e e ——s — —r
farmers'
averaging
provisions ‘
202 Reopening of UCM Neg Neg Depends on 1
claims etc details



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: 4 November |988
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
submn 1989/90 1990/91 1/4/90 1/4/91 Counsel
213 Extension of I 8.9.88 N/K N/K N/K N/K Few
pre—trading lines
expenditure
relief
214 Sports NSM Depends on details Depends on Probably
governing details short
bodies
215 Life UCM Depends on decisions Depends on 30+ Initial
Assurance decisions submission to
Review FST on 21.10.88
250 CGT NSM Depends on decisions Depends on
decisions
251  CGT: Annual NSM Nil* -10 No staff effect Few
Exempt Amount assuming revaloris- lines

(in event
of non reval-
%risation).

ation, staff
addition if not
revalorised as
follows
% assuming revalorisation
Nil 25



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: 4 November 1988
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
252 CGT: Gifts UcM 24.10.88 Nil +20 Neg Neg Up to Full year yield
relief 3 £50m
253 CGT: NSM Up to £100m revenue Nil Nil Up to 1
Qualifying at risk per annum if
Corporate no action taken.
Bonds
254 CGT: Non- NSM Substantial revenue Neg Neg Up to 2
resident at risk if no action
companies taken.
trading in
the UK.
255 CGT: Technical UCcM 17.10.88 Neg Neg Neg Neg 11/, 30.8.88
changes (provnl)
associated with
rebasing
256 CGT: Chattels I 20.10.88 Probably Neg Modest staff ‘ Few 2.11.88
exemption savings lines



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: 4 November 1988
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
257 CGT: Private NSM Neg Neg Neg Neg Up to 1
Residence
Relief
258 Lloyd's CG NSM Nil +5 Nil -10 1 Full year
treatment yield +£50m
259 IHT - threshold NSM =25 =55 Indexation alone 1/2 The costs reflect
and rate will add to staff (if no the effect of
needs (increase of automatic automatic
30% in caseload) indexation) indexation and
are already
assumed in the
forecast.
260 Inheritance UCM 2.11.88 Uncertain  Uncertain Nil Nil V7,
tax:
liability of
trustees



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS Date: L; October 1988
INLAND REVENUE R
L vpdated 4.11]
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
259 IHT - threshold NSM =29
/ d rate / ;
2 i NSM Uncertadn Unc i
idbility of
trustees
300 Stamp duty NSM £30,000 (present threshold)
on houses
and land: Nil Nil 40 +10 No change
threshold

-90 -95 Nil Nil /5
£50,000

-195 -205 -15 -15 /5
£70,000

-435 -465 -30 -30 /4




BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

CONFIDENTIAL

Date: )} October 1988

L pddtod 4.11)
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(+) comments
syb™m 1989/90 1990/91 1/4/90 1/4/91
301 Stamp duty: s 0.25%
rate on Yo1¥ 17.10.%3 ’)
shares v -310 -340 +10 +10 17, =
P W 3 LPO
g Abolish e >6Vvk/ \
N o T |
ijh -800 -1000 =50 -60 fig—1
\
302 Stamp duty: j)?k Neg Neg Perhaps As Depends
TAURUS +10 1/4/90 on precise &inﬂ/vvp//d
form of :
changes 2
needed
350 0il abandonment: UCM Neg Neg Nil N1l Up to Preliminary
PRT/CT relief 10515 submissions to
depending on EST on 30.10.87
what changes and 5.5.88
are
implemented
351  PRT: P 26.10.88  +5 to 15%  «15 ro 25% Wil Nil 17,=3
tariffing
issues

* Depending on what changes are implemented



BUDGET STARTERS: SUMMARY SHEETS
INLAND REVENUE

CONFIDENTIAL

Date: \3 October 1988

S U‘WWM“’: / I.’]
0

1 2 3 4 5 6 7 8 9 1 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: DK 26.9.88 +90 +50 Nil Nil 2 ;
PRT and CT [max cost in 1988/89 3
treatment of about £m250]
insurance X
receipts &
353 PRT: relief UCM Depends on decisions Depends on Depends on Preliminary
for incremental decisions decisions submissions to
oil field EST on 28.7.88
investment and 5.8.88
354  PRT oil uer  5.11.%8 Nil Nil Nil Nil N/K
allowance:
"Peak Shaver"
fields
400  Tax deductible I 6.9.88 Without legislation Nil Nil Less than 13.10.83
from tax credit there could be a 1/,
payments to US revenue cost of £15m
companies a year (plus £68m in
respect of past years)
401 Sovereign UCM [2 786 +100 if most radical Neg Neg 3

immunity

402 Individual NSM
residence

option were adopted

Possibly yield of

£50m of [10] units

Possible saving

(provisional)

10
(provisional)



BUDGET STARTERS: SUMMARY SHEETS Date: |} October 1988

INLAND REVENUE | Lvpdsed 4 11
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
403 EEIG's NSM Neg Neg Neg Neg 3
450  Reith 1% 6.7.88 N/K N/K N/K N/K 25 12.9.88
Committee: /9. 0. 83
administrative 4k ook
improvements Fm”ﬁh‘t)
451 Sub-contractor 14.10.33 Depends on decisions Depends on 12 Scrutiny report
tax scheme ueMm decisions delivered end-

July. Action
plan due end-
October.

452 Unauthorised UucM Nil Nil Nil Nil 5 Joint measure
disclosure of with C&E
information
provided to
IR and C&E

453 Deep NSM Nil Neg Neg Neg i
discounted
government
and para-
(e K
statal bonds : }f-ahﬂa\

| imin
45% Electronic panmat  UCH L7 10.88 N/K N/K N/K N/K < : ﬂ(é’lwn 5 M Ja(zessfl

%r Aivid A} Yesult 4*1"6(‘166'0‘5
. Iy



CONFIDENTIAL

BUDGET STARTERS: SUMMARY SHEETS

DEPARTMENT OF TRANSPORT
Date 4 NoveM@ER 1988

] e 3 4 5 6 7 8 » - Ay

Legislation

Date of Revenue £m Staff Effect $ g
No Description Status main cost(-)/Yield(+) Length lDatc of  Other Comments
M __; —_— nst. to
Submission 1989/90 1990/91 1/4/90  1/4/91 i
600 Northern Ireland UcM 4.1.88 n1L NIL NIL NIL 17 lines 0.8.88
/GB Exemption
601 Trade Licensing UCM 4.1.88 +NEG +NEG NIL NTL N/K 9.8.84
602 Special Types UcM 4.\1.88 g +NEG NTT, i, sk YU b
Yl $ 1bhle )
603 Rigid Goods UCM A.11.88 +£138m NIL NI e AT 1
Vehicles =4 tahlen
604 Hackneys UcM 4.1 .38 +£ 20m  +£20m NIL NIL C-2-3 lines
S-1 table 9.8.88
A (not confirmed)
605 Recovery Vehicles ueM  4-1.88 NIL NIL NIL NIL 4-6 lines
606  Dishonoured Cheques ucM A 11.88 +NEG  +NEG N/K N/K =2 phiged
(for 89)



BUIMSET'STAJ(TERS:SlHMlLARY’SHEEﬂ%i»
DEPARTMENT OF TRANSPORT

CONFIDENTIAL

Date h November 1988

3 4
2 6 7 8 9 10 11
Legislati
= Date of Revenue £m Staff Effect Len ghg Nt . -
No Description Status b cost(-)/Yield(+) g Date of Other Comments,
Submission 1989/90 1990/91 17aB0  174/01 e sy
€ nse
607 Minimum threshold D +NEG +NEG NIL 20 C-25 lines
for Refunds
608 Abolishing refunds D -10 =40 NIL ~100°? N/K
/6 month licensing
609 Mandatory 2 or 3 D +N/K +N/K NIL -NEG N/K
year First Licensing
610 Mine Rescue UCM 4.11.88 NIL NIL NIL NIL c-6-8 lines 9.8.14
630 Failure to notifty UcM 4.11.88 NTL NIL NIL NEG? N/K
keeper changes
631 Update reference to UCM 4.11.88 NIL NIL NIL NIL N/K
"registration" to &
include "registration
book"
632 Grass Cutting UcM %.11.88 -NEG -NEG NIL NIL C-4 lines
Vehicles
633 Sale of Registration UcM 4.11.88 +NEG up to +NEG +20 C-L-5 lines June 88

Numbers

£ 50m

Per y"‘

S 1) pages



BUDGET STARTERS: SUMMARY SHEETS

CONFIDENTIAL

HM TREASURY
Date ) movember 1988
1 2 3 4 5 6 7 8 9 10 1:1
. X S Legislation
Date of evenue £m taff Effect Length
No Description Status main cost(-)/Yield(+) & IDattetof Other Comments
B —_— nst. to
Submission 1989/90 1990/91 1/4/ 90 1/4/91 Counsel
650 ITV Levy UCM 11.10.88 NIL +40 NIL NTL up to Alteration of levy
1 pape on profits either to
a revenue levy or a
mixed revenue/profit:
csystem

651 Government, stock: I 4.10.88 NEG NEG NEG NEG 12 lines 18.8. Simplification of the

small estates Bank's arrangements
for dealing with
small holdings of the
deceased.

652 Gilts Redemption 1 L.10.88 NEG NEG NEG NEG 15=20 lines 1= Simplification of
Monies: New ~urrent, arrangements
Procedures

653 Gilts Redemption D 4.10.88 NIL -NEG NEG NEG combinec To enable the Bank
Monies: Payment of with 652 to pay a sum in lieu
Interest on monies of interest on
due to deceased redemption monies
holders delayed

654 Redemption 3% b 21.10.8% NEG NEG NIL NIL % page

(
@

1986-1996: wind up

of Annuities Account

and Sinking Fund



pet CONFIDENTIAL
-/ WP-T STARTER: REFERENCE SHEET

TITLE: EXCISE: DUTY

RAMREE
RATES

-

STARTER NUMBER: CLASSIFICATION: A %

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+) i :
1989/90 1990/91 (Full year) 1/4/90 1/4/91
+ 1060 +2120 Nil Nil 2 pages of legislation
and 12 pages of
schedule

Ministers in PCTA or equivalent Yes-up to
lead Chancellor resolution required Sitseparate
resolution

ORIGIN OF STARTER: (CUSTOMS. (Treasury for Vehicle Excise Duty (VED))
BACKGROUND AND COMMENTS:

Revenue yield is based on revalorisation of all specific excise duties
(including VED) by 6.7 per cent, the inflation rate assumed for the 12
months prior to December 1988. The 1990-91 yield is based on a further
revalorisation of 5.7 per cent. The yield assumes that the duties on
fortified wines and the unleaded petrol differential will remain unchanged.
Both elements of the duty structure will be reviewed separately in..the
Autumn.

The official Treasury (FP) has policy responsibility for VED. Of the
estimated length of legislation, 1 page plus 11 pages of schedule are
atEributable to VED.

A submission on excise duty rates will be made before Christmas.

OFFICIAL IN LEAD: P R H ALLEN TELEPHONE: 382 (GTN 3913) 5023
OFFICIAL IN SUPPORT: MS A FRENCH TELEPHONE: 382 (GTN 3913) 5059
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘*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.

Bubert
STARTER
REFERENCE
o HEPYC



- CONFIDENTIAL
¢ A MBLET STARTER: REFERENCE SHEET

TITLE: EXCISE: POWER TO ESTIMATE REVENUE DUTIES PAYABLE

STARTER NUMBER: ? CLASSIFICATION: C

Revenue £m¥* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neg Neg Nil Nil 3 lines
Ministers in PCTA or equivalent
lead EST resolution required No

ORIGIN OF STARTER: CUSTOMS
BACKGROUND AND COMMENTS:

CEMA s116A(1) permits the Commissioners to estimate the duty payable by
warehousekeepers and distillers in prescribed circumstances. The proposal
is to extend the power to estimate duty payable to cover all revenue
traders. Although it is aimed primarily at brewers, cider makers and

.made—wine producers it could be valuable in some other revenue duties - for
example, hydrocarbon oils and tobacco products duties reliefs. Our
experience in recent beer duty cases suggest that up to £5 million is a
realistic estimate of potential yield. The change would implement in part
a recommendation of the Keith Committee which suggested a uniform

estimation code.
There would be no compliance costs.

A submission will be made in early October.

OFFICIAL IN LEAD: P B KENT TELEPHONE: 382 (GTN 3913) 5072
OFFICIAL IN SUPPORT: T F JESSOP TELEPHONE:: 382 (GPN-3913). 5075
FP - CONTAET: ' R:.G MICHIE TELEPHONE: 270 4922

.*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.



Por CONFIDENTIAL
J.ET STARTER: REFERENCE SHEET

TITLE: EXCISE: RESTRICTION OF DUTY-PAID BLENDING OF MADE-WINE

STARTER NUMBER: 3 CLASSIFICATION: C
Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neg Neg Nil Nil 1 page
Ministers in PCTA or equivalent
lead EST resolution required NO

ORIGIN OF STARTER: CyusTOMS
BACKGROUND AND COMMENTS:

The Finance Act 1985 amended ALDA to provide that the blending of wines
liable to different rates of duty after the duty point constitutes
production and therefore gives rise to a further duty charge. There is no
such restriction on the blending of made-wines. This divergence is the
subject of a complaint to the Commission by the Spanish sherry producers
alleging discrimination. We expect the Commission will give its opinion on
the case before publication of next year's Finance Bill, and that there
will be consequent pressure for a change in the law. The provision would
have no effect on compliance costs.

A submission will be made by the end of September.

OFFICIAL IN LEAD: P B KENT TELEPHONE: 382 (GTN 3913) 5072
OFFICIAL IN SUPPORT: 1, STARK TELEPHONE: 382 (GTN 3913) 5085
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

*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.



o~ Q CONFIDENTIAL
: U ET STARTER: REFERENCE SHEET

TITLE: EXCISE: MEASUREMENT AND DECLARATION OF ORIGINAL GRAVITY OF BEER

STARTER NUMBER: 4 CLASSIFICATION: C
Revenue £m* Staff effect* Length of legislation*®
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neg Neg Nil Nil 8 lines
Ministers in PCTA or equivalent
lead EST resolution required No

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:
(&N
This is/revenue protection measure which arises from a recent case
involving substantial beer duty underdeclarations. Some uncertainty in the
law affecting original gravity declarations - the basis for calculating
beer duty - was identified. We propose to amend ALDA to put the cal-
.culations of the duty on a firm legal footing.

There would be a minimal effect on compliance costs.

A submission will be made in early October.

OFFICIAL IN LEAD: P B KENT TELEPHONE: ' 382 (GTN 3913)7 5072
OFFICIAL IN SUPPORT: T F JESSOP TELEPHONE: 382 (GTN 3913) 5075
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

. *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.



E Q CONFIDENTIAL
JWET STARTER: REFERENCE SHEET

EXCISE: MISDESCRIPTION OF SUBSTANCES AS BEER

FITLE:

STARTER NUMBER: 5 CLASSIFICATION: C

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neg Neg Nil Nil 2 lines
Ministers in T PCTA or equivalent
lead resolution required

ORIGIN OF STARTER: CUSTOMS
BACKGROUND AND COMMENTS:

ALDA s73 makes it an offence to describe any substance as beer unless beer
duty has been paid. This was originally a revenue protection measure which
has now been overtaken by social considerations, and we have chosen not to
enforce the section in respect of "low alcohol beers". We propose to
‘repeal the section and remove an apparent legal obstacle to the production
of these, which the government is seeking to encourage as part G S
efforts to counter alcohol misuse. There would be a minimal effect on

compliance costs.

A submission will be made in early October.

OFFICIAL IN LEAD: P B KENT TELEPHONE: 382 (GTN 3913) 5072
OFFICIAL IN SUPPORT: T F JESSOP TELEPHONE: 382 (GTN 3913) 5075
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘*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.



- T @3 CONFIDENTIAL
g T STARTER: REFERENCE SHEET

TITLE: EXCISE: OIL DUTIES RELIEFS

STARTER NUMBER: 6 CLASSIFICATION: €

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
N L. Nil Nil Nil 5 lines and

/2 page schedule

Ministers in PCTA or equivalent
X ;. N
lead BST resolution required ©

ORIGIN OF STARTER: CusTOMS
BACKGROUND AND COMMENTS:

This proposal would replace the 4 current oil duties extra-statutory
concessions by a straightforward provision permitting the remission or
repayment in whole or in part of the duties charged under the oil duties
legislation. Similar provision is already made for tobacco products, UK

.wine and cider duties and for excise warehousing. The proposal would also
pave the way for the developing technology of oil vapour recovery where
petrol etc vapour lost in the course of dutiable deliveries is recycled
into duty-free refinery stocks. Recovery is desirable on environmental and
energy policy grounds and its economic viability would be assisted if the
double charge to duty on subsequent delivery could be relieved.

The provision would have no effect on compliance costs. Length of
legislation estimated without PC advice.

A submission was sent to the EST on 31 August.

OFFICIAL IN LEAD: D A GAW TELEPHONE: 382 (GTN 3913) 5101
OFFICIAL IN SUPPORT: p J BOARDMAN TELEPHONE: 382 (GTN 3913325103
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘ *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
UMEET STARTER: REFERENCE SHEET

TITLE: EXCISE: ABOLITION OF GAS OIL AND FUEL OIL DUTIES

STARTER NUMBER: 7 CLASSIFICATION: A

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
-160 -160 =3 =5 1 page
Ministers in PCTA or equivalent
lead e resolution required R

ORIGIN OF STARTER: MINISTERS

BACKGROUND AND COMMENTS: Abolition of fuel oil duty has been examined
on many occasions in previous years but consistently rejected because a
reduction in this duty would increase the price of natural gas supplied to
and by British Gas under a number of commercial contracts, principally
that for supplies from the Norwegian sector of the Frigg Field. However,
Frigg is depleting faster than expected, and may be effectively off-stream
by late 1989 or early 1990, with a rapid run down in the last 18 months of

.its life. At the request of PE and FP Treasury, abolition of gas oil duty
is also being considered on supply side grounds.

With Ministerial authority, Customs are consulting the Departments of
Energy and Trade and Industry on the detailed consequences of abolition
either at the 1989 or 1990 Budgets. Abolition of both duties would remove
all remaining oil duty burdens on business, apart from the duties on road
fuel. There would be the opportunity for significant simplifications in
0il duty controls, and the end of official oversight of a number of bonded
warehouses and remote marking points. There would also be deregulatory
benefits for businesses, especially fishing and. horticulture, where fuel
and gas oil duty relief schemes would become superfluous. Length of legis-
lation, estimated without PC advicc, also reflects some consequential
changes to the control legislation.

A submission will be made at the end of October.

OFFICIAL IN LEAD: D A GAW TELEPHONE: 382 (GTN 3913) 5101
OFFICIAL IN SUPPORT: D J BOARDMAN TELEPHONE: 382 (GTN 3913) 5103
FP CONTACT: R G MICHIE TELEPHONE: 2704922

‘*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.



4= CONFIDENTIAL
f,{_f-l..xET STARTER: REFERENCE SHEET

TITLE: EXCISE: SIMPLIFIED DUTY CREDIT ARRANGEMENTS FOR TOBACCO

STARTER NUMBER: 8 CLASSIFICATION: &

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Nil Nil Neg Neg 1 page
Ministers in e PCTA or equivalent
lead resolution required NO

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:

Because tobacco products become stale with age, the law allows credit for
duty previously paid to be granted when products are returned to duty-free
storage, subject to a variety of conditions. About £25 million or 12 per
cent of the total duty charged, is allowed as credit each year. A recent
' Internal Audit Report recommended simpler and clearer rules for granting
duty credit, and standard flat rates to cut out administrative effort by
companies and Customs in identifying and checking actual duty rates charged
sometimes years before on each individual returned consignment. While
eligibility conditions can be simplified by amending regulations under
existing powers, flat rate credits (or the ultimate simplification of &@n
overall abatement of duty charged) needs primary legislation to amend the
regulation making powers themselves. Consultation with trade associations
on the compliance impact of flat rate credits and other tidying up
amendments to the regulation making powers proposed by the Internal Audit
Report are in train. Length of legislation estimated without P.Cradvice.

A submission will be made during October.

OFFICIAL IN LEAD: p A GAW TELEPHONE: 382 (GTN 3913) 5101
OFFICIAL IN SUPPORT: p g BOARDMAN TELEPHONE: 382 (GTN 3913) 5103
FP CONTACT: R G MICHIE TELEPHONE: 770 4922

‘ *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.



F CONFIDENTIAL
: ;L.T STARTER: REFERENCE SHEET

TITLE: EXCISE: ABOLITION OF MATCH AND MECHANICAL LIGHTER DUTIES

STARTER NUMBER: 9 CLASSIFICATION: ¢

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
-20 ~20 5 =9 5 lines
Ministers in PCTA or equivalent
lead EST resolution required  Y€S

BACKGROUND AND COMMENTS:

Following the decision not to abolish these duties for Budget 1988, the

EST asked that the possibility of abolition be reconsidered for Budget

1989 (PS/EST minute of 10 December 1987). Abolition of the duties while

ending relevant compliance costs would be expected greatly to encourage

sales of mechanical lighters, largely at the expense of UK maktchipro=
‘iuction. Length of legislation estimated without PC advice.

A submission will be made before the end of September

OFFICIAL IN LEAD: D A GAW TELEPHONE: 382 (GTN 3913) 5101
OFFICIAL IN.SUPPORT: D J BOARDMAN TELEPHONE: 382 (GTN 3913):5303
FP CONTACT: R G MICHIE : TELEPHONE: 270 4922

*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.



CUNE LDENT LAL
'.«'-,.'J.ET STARTER: REFERENCE SHEET

TITLE: vyAT: ECJ JUDGEMENT ON ZERO RATES

STARTER NUMBER: 30 CLASSIFICATION: B

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
+70 bl +165 +38 +170 2o Sppages

(Assuming effective date of
1:4.89 for;all ‘measures
except. 1.8.89:for optaon, for taxation).

Ministers in PCTA or equivalent
lead Bl resolution required Yee

ORIGIN OF STARTER: (cysTOMS

BACKGROUND AND COMMENTS: The Buropean Court-of Justice in .its
judgement published on 21 June found that certain areas of our zero rating

were not lawful. The Economic Secretary announced on the same day that the
Government would bring forward legislation to implement the judgement as
part of the 1989 Budget. Certain decisions have already been taken by the
Government; others await the consultation paper.

.Legislation will be required for:

(as) Amendment of Zero Rate Groups 8 and 8A and Exempt Group 1
(Construction and Land); transitional relief; the option for
taxation.

(As) Amendment of Zero Rate Group 2 (Water and Sewerage).

(a7 Amendment of Zero Rate Group 6 (News Services)

(iv) Amendment of Zero Rate Group 7 (Fuel and Power)

(v) Amendment of Zero Rate Group 17 (Protcctive Boots and Helmets)

Officials in Lead Officials-in Support

(i) T WhATRACEY . ExE 53169 W ECoWlit Ext 5345
V. NRGE G GOLDSMITH, Ext 5381

(e P—E-CHEEVER, Ext 5406 A"RE-RUSTON ~“Ext..541 3

(2340745 DR :BARRETT ; "Ext 5387 W HOGGETT, Ext 5393

(lV) " " " " " "

(v) B—H—CHILVER, Ext 5406 G R BURGESS, Ext 5376
V. N

OFFICIAL IN LEAD: TELEPHONE: )

OFFICIAL IN SUPPORT: TELEPHONE: ) G2 A GIN 3213

FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘*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.



7 CONFIDENTIAL
' ,-:.;,';.ET STARTER: REFERENCE SHEET

TITLE: VAT: MINOR PROPERTY CHANGES

STARTER NUMBER: 31 CLASSIFICATION: C

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
+5 +20 Nil Nil 1 page
Ministers in PCTA or equivalent
lead B resolution required e
ORIGIN OF STARTER: CUSTOMS
BACKGROUND AND COMMENTS:
This starter is associated with starter 30 - ECJ judgment on zero rates -
insofar as amendments to Zero Rate Group 8 and Exempt Group 1 (Construction
and Land) are concerned. It contains proposals for amending the VAT

liability of six types of transactions in the property and construction
areas which individually might not justify Finance Bill space but which
.collectively it would be sensible to put into effect at the same time as

the substantial post ECJ revisions. The six items are as follows:-

(1) Caravan pitch rentals

{330 Hire of boxes at places of sport and entertainment

G ) Sale of fishing and shooting rights

(iv) Sale of newly constructed purpose built holiday
accommodation

(v) Supply of building materials without construction services

(vi) Service charges for leasehold flats

The Chancellor agreed items (i) to (v) following Mr Jefferson Smith's
submission of 12 April 1988; item (vi) was held over for a later decision.

OFFICIAL IN LEAD: J W TRACEY TELEPHONE: 382 (GTN 3913) 5369
OFFICIAL IN SUPPORT: G GOLDSMITH TELEPHONE: 382 (GTN 3913) 5381
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘ *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

A.‘ET STARTER: REFERENCE SHEET

VAT: CHARITIES

TITLE:

STARTER NUMBER: 35

CLASSIFICATION:  p»

Revenue £m*
cost(-)/yield(+)

Staff effect* Length of legislation*

1989/90 1990/91 (Full year) 1/4/90 1/4/91
=5 =5 Neg Neg Probably Treasury
Order
= : ; Not if leg-
Ministers in PCTA or equivalent {s15tion is
lead EST resolution required py Treasury
Order
ORIGIN OF STARTER: MINISTERS

BACKGROUND AND COMMENTS:

Customs and Excise are, with the EST's approval,

discussing with the

Charities VAT and Tax Reform Group the possibility of specific legislation

to implement Article (A) (1) (o)

of the 6th VAT Directive,

which deals with

fund-raising events for charities and certain other organisations. 1In
addition, the Economic Secretary has asked us to review the case tor
certain other VAT concessions proposed by the CVTRG in their 1988 Budget
submission or by others in subsequent Ministerial correspondence.

The charities lobby are likely to press for a package of VAT concessions in

the 1989 Budget.

These will have to be considered in the light of the

overall effect of the Budget on charities and in particular of the
decisions which are taken on the implementation of the European Court

judgment on zero rates

(starter 30

A submission will be made to Ministers in October.

OFFICIAL IN LEAD: D E BARRETT
OFFICIAL IN SUPPORT: I R MONK
FP CONTACT: R G MICHIE

TELEPHONE: 382 (GTN 3913) 5387
TELEPHONE: 382 (GTN 3913) 5390
TELEPHONE: 270 4922

‘ *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.



D CONFIDENTIAL
U.ET STARTER: REFERENCE SHEET

TITLE: VAT: ADJUSTMENT OF INPUT TAX ON CAPITAL GOODS

STARTER NUMBER: 33 CLASSIFICATION: Bi

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
+ 15/20 +20/30 Nil Nil By Order if possible

otherwise 10 lines

Ministers in ik PCTA or equivalent yes(unless
lead ‘resolution required by order)

ORIGIN OF STARTER: MINISTERS

BACKGROUND AND COMMENTS:

Ministers have stated publicly their intention to introduce a measure from
1 April 1989 to implement a mandatory requirement of the EC VAT Sixth
Directive on adjustment of input tax deduction in certain cases by partly
exempt businesses. Adjustment will be necessary or allowable where the use
.to which capital goods in respect of which input tax has been recovered
changes over the subsequent 5 years (possibly 10 in the case of immovable
property). Consultation with interested bodies is due to end in August

1988.

The change is expected to be controversial: an additional burden will fall
on some 15000, mainly large businesses (a compliance cost assessment was
invited in consultation document).

The yield depends on the average percentage of input tax recovery, which is
likely to vary widely among the 15000. Estimate of legislation length 1is
made without PC advice. b

Submission will probably be made in late October after a decision as to the
preferred approach.

OFFICIAL IN LEAD: I WALTON TELEPHONE: 382 (GTN 3913) 5295
OFFICIAL IN SUPPORT: 5 CARRUTHERS TELEPHONE: 382 (GTN 3913) 5351
FP CONTACT: R ¢ MICHIE TELEPHONE: 270 4922

.*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.



. \& CONF IDENTIAL
i) T STARTER: REFERENCE SHEET

TITLE: VAT: REVALORISATION OF REGISTRATION AND DEREGISTRATION THRESHOLDS

STARTER NUMBER: 34 CLASSIFICATION: B2

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neg Neg Nil Nil S I (assuming no

increase in real terms)

Ministers in PCTA or equivalent

EST ) =
lead resolution required N©

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:

Schedule 1 to the VAT Act 1983 provides for increases in the VAT reg-

istration and deregistration thresholds by Treasury Ordcr. We estimate

that the registration threshold could be increased from £22,100 to about

£23,200 in the 1989 Budget to maintain its real value at the 1973 level.
he deregistration threshold will be increased by the same amount from
21,100 to about £22,200.

Of direct benefit to small businesses. Not likely to be controversial.

Although the European Community dispute our right to do this, claiming that
indexation should only be from ‘the 1978 level (adoption of the Sixth VAT
Directive), and is considering whether to issue a Reasoned Opinion against
the UK, the draft Dircctive for Small and Medium Sized Enterprises proposes
an optional higher threshold of 359000 ECU: (abeout £24,500) . ~The draft is
in abeyance and the Presidency has given no information about when it 1is to
be further discussed. It is unlikely that it will be adopted in time for
implementation of a higher threshold in the Budget.

OFFICIAL IN LEAD: P TREVETT TELEPHONE: (0702-36 (GTN 3019) 6285
OFFICIAL IN SUPPORT: s w ToppiNGg TELEPHONE: 0702-36 (GTN 3019) 7127
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

.*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.



P CONFIDENTIAL
VSD®ET STARTER: REFERENCE SHEET

TITLE: VAT: SIMPLIFICATION OF REGISTRATION REQUIREMENTS

STARTER NUMBER:

CLASSIEICATION: « . C

oS
(O]

Revenue £m* Staff effect* Length of 'egi ion*
SR ength of l'egislation
1989/90 1990/91 (Full year) 1/4/90 1/4/91

Nil =85 te =110 Neg Neg 30 lines
Minist i i
1 izae;rs in ST PCTA or equxvglent Jaa
resolution required

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS: Schedule 1 to the VAT Act 1983 requires
persons to be registered after the end of any quarter, if the value of
taxable supplies in that quarter has exceeded £7,500; or in the four
quarters then ended has exceeded £22,100; or at any time if there are
reasonable grounds for believing that the value of taxable supplies in the

coming year will exceed £22,100.

Qt is proposed to dramatically simplify these rules by replacing them with
a single rule which, subject to limited exceptions for protection of the
revenue, will require persons to be registered at the end of any month if
the value of taxable supplies in the past 12 months has exceeded £22,100.

s many trade bodies and the Enterprise and Deregulation
istration threshold is the
business expansion

In the past few year
Unit in particular have commented that the reg

single greatest disincentive to new business start-ups,

and enterprise. However, the maximum level of the registration threshold
is governed by EC law and can only be increased to maintain its walue in
real terms (see starter 34). While Customs and-—the EDU have examined a

number of schemes to ease the entry of small businesses into the VAT system

each of these schemes has fallen foul of EC law, or has been rejected for
other reasons. The simplification we are now proposing goes a long way to
meeting the concerns of the EDU and will offer a number of clear ad-
vantages, both to business and Customs as well as reducing burdens on both.

OFFICIAL IN LEAD: P TREVETT TELEPHONE: 0702-36 (GTN 3019) 6285
OFFICIAL IN SUPPORT: s W TOPPING TELEPHONE:: 0702-36_{GTN"3019) 1127
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

q{HEALTH WARNING The data reports the position at the time of issue of each
eference 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
_r.;_};(‘r STARTER: REFERENCE SHEET

TITLE: RIGHT TO REPAYMENT OF VAT/EXCISE DUTIES (AND CONSEQUENTIAL CHANGES)

STARTER NUMBER: 36 CLASSIFICATION: C

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Nil Nil Nil Nil 1/2 page
Ministers in PCTA or equivalent
lead ESE resolution required NO

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:

In the case of Fine Arts Developments plc, the Court of Appeal commented
adversely on the lack of statutory provision for the repayment of VAT
overpaid in error. The Department accepts this criticism and proposes to
make statutory provision for repayment of VAT and excise duties paid in
error, except in cases where the overpayment was made through mistake of
law and repayment would result in the unjust enrichment of the taxpayer.
The proposed legislation will follow developing EC case law. It will help
businesses, by clearly setting out their rights.

The provision on overpayment of tax may also require two consequential
changes to Schedule 7 of the VAT Act 1983

= to allow Customs to regulate for the general correction of errors
on VAT returns, both over and underpayments; and

= to provide statutory cover, if necessary, for the VAT treatment of
credit notes.

The first change will ease burdens on business. The second and third will
remove areas of doubt and should thus reduce the number of disputes and
appeals. They are also relevant to the implementation of Keith III
penalties, with their concept of 'true tax'. A submission has already gone
toskthe EST.

OFFICIAL IN LEAD: P TREVETT TELEPHONE: (0702-36 (GTN 3019) 6285
OFFICIAL IN SUPPORT: M E DEEDMAN TELEPHONE: 0702-36 (GTN 3019) 7130
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

*HEALTH WARNING The data reports the position at the time of issue of each
‘leference 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.



o L. CONFIDENTIAL
BEs STARTER: REFERENCE SHEET
TITLE: VAT: BAD DEBT RELIEF

STARTER NUMBER: 37 CLASSIFICATION: p?»

'

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
[-50] {~150] + 20 +20 1 page
Ministers in . PCTA or equivalent
lead ST resolution required NO

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:

Based on undertakings given by his predecessors, the Economic Secretary
has agreed to a review of the existing VAT arrangements for relief from
VAT on bad debts. The review will recommend:

.. extending the existing relief provisions but only to the extent of
covering certain minor anomalies; Or

b. a major change to a fully comprehensive form of relief in which
proposals are made for the recovery of the VAT element on debt or
dividend payments received by claimants subsequent to the grant of

relief.

Extension of the existing bad debt relief arrangements would be welcomed
by the trade.

The revenue costs are uncertain at this stage.

The submission should be made by early October.

OFFICIAL IN LEAD: P HOGG TELEPHONE: 051 922 6393 (GTN 4138) 245
OFFICIAL IN SUPPORT: M L GRIBBIN TELEPHONE: 051 922 6393 (GTN 4138) 252
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘IHEALTH WARNING The data reports the position at the time of issue of each
eference 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
: f-’j).ET STARTER: REFERENCE SHEET

TITLE: VAT: REVIEW OF DEFAULT SURCHARGE

STARTER NUMBER: 38 CLASSIFICATION: Bl

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
-18 =8 Nil Nil 1 page

Ministers in

PCTA or equivalent
lead il

: s No
resolution required

ORIGIN OF STARTER: MINISTERS

BACKGROUND AND COMMENTS:

The news release published on Budget day this year detailed the changes
stemming from the review of the Keith penalty system. At that time it had
not been possible to complete a review of default surcharge assessed on
the late rendering and payment of returns. This was to be reviewed before
the 1989 Budget. The review is now underway, but comments have not been
‘received and analysed from all interested parties. We do, however,

anticipate changes being made to the system. These will be to make the
system less severe for business and simpler for us to operate.

A submission will be made by mid October.

OFFICIAL IN LEAD: R D GODDARD TELEPHONE: 0702-36 (GTN 3019) 7105
OFFICIAL IN SUPPORT: B J MAULT TELEPHONE: 0702-36 (GTN 3019) 7124
FP CONTACT: REG . MICHTE TELEPHONE: 270 4922

.;HEALTH WARNING The data reports the position at the time of issue of each
eference 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

<
:.;;‘T STARTER: REFERENCE SHEET

TITLE:

STARTER NUMBER: 3

DUTY AND TAX RELIEF FOR DIPLOMATS AND VISITING FORCES

CLASSIFICATION: C

Revenue £m*
cost(-)/yield(+)

Staff effect* Length of legislation*

1989/90 1990/91 (Full year) 1/4/90 1/4/91
Nil Nil Nil Nil 1/2 page
Ministers in PCTA or equivalent
lead EST resolution required b e
ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:

The purpose of the measure is to replace a number of extra-statutory class
concessions by statutory provisions and to introduce a power to impose
conditions with sanctions for breaches. The existing concessions give a
variety of reliefs from customs duties, excise duties, car tax and VAT to
certain goods imported by or supplied to diplomats and visiting forces.
‘Because the reliefs are currently given extra-statutorily, Customs have no
power to impose sanctions on beneficiaries who divert tax-free goods to
home use. The measure will neither increase nor decrease the extent of
existing reliefs but a formal legislative basis for them plus enforceable
sanctions will facilitate control. It may excite some, interest but,
against the background of tightening up conditions where a relief 1is
granted, it should be welcomed.

The submission should be made in early October.

53119
5346

OFFICIAL IN LEAD: B J COCKERELL TELEPHONE: 382 (GTN 3913)
OFFICIAL IN SUPPORT: J A GRIMWOOD TELEPHONE: 382 (GTN 3913)
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

.‘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.



Y- N CONFIDENTIAL
._;:'?',,;).r STARTER: REFERENCE SHEET

TITLE: VAT: RESEARCH AND DEVELOPMENT CARS

STARTER NUMBER: 40 CLASSIFICATION: &

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+) F ¥
1989/90 1990/91 (Full year) 1/4/90 1/4/91
SRS =D Nil Nil Treasury Order
Ministers in PCTA or equival
= equivalent
lead =5 resolution required Ne

ORIGIN OF STARTER: CUSTOMS
BACKGROUND AND COMMENTS:

The VAT (Cars) Order 1980 disallows as input tax the tax charged on the
supply or importation of a motor car unless the car is unused and supplied
or imported for sale. However, the Order provides relief in respect of
manufacturers' own cars appropriated for research and development

urposes. The relief is not available in respect of other cars imported

‘r appropriated for research and development purposes. The European

Commission have advised the UK that the provision is discriminatory, simge
the Commission regards it as contrary to Article 95 of the Treaty. The

EST thinks it might be best to 'lose' this change in the Budget.

OFFICIAL IN LEAD: I WALTON TELEPHONE: 382 (GTN 3913) 5295
OFFICIAL IN SUPPORT: G L. ELANDER TELEPHONE: 382 (GTN 3913) 5313
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

EALTH WARNING The data reports the position at the time of issue of each
eference 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.



i CONFIDENTIAL
J.ET STARTER: REFERENCE SHEET

TITLE: yAT: PASSENGER TRANSPORT

STARTER NUMBER: 41 CLASSIFICATION: C

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Depends Depends N/K N/K /2 page
on on
effective decisions
date
Ministers in PCTA or equivalent
lead EST resolution required Yes

ORIGIN OF STARTER: MINISTERS

BACKGROUND AND COMMENTS:

This starter is at the initiative of the Chancellor and the Economic
Secretary (see APS/EST minute of 13 September).

They asked officials to explore the possibility of applying VAT at the
tandard rate to certain domestic passenger transport.

A submission will be made by the end of October.
The length of legislation is a guess at this stage.

Such a measure will inevitably be controversial.

OFFICIAL IN LEAD: J W TRACEY TELEPHONE: 382 (GTN 3913) 5369
. OFFICIAL IN SUPPORT: M J COWAN TELEPHONE: 382 (GTN 3913) 5371
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

‘ *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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'L’f'i"l-fk’T STARTER: REFERENCE SHEET

TITLE: CAR TAX: REDUCTION OF RATE

STARTER NUMBER: 42

CLASSIFICATION: C

Revenue £m*
cost(-)/yield(+)

Staff effect* Length of legislation*

1989/90 1990/91 (Full year) 1/4/90 1/4/91

Dependent on degree
of “reduction. It
rate were halved
(to +5%)

-#78360  -730 Nil Nil .3 lines

Ministers in
lead EST

PCTA or equivalent To be
resolution required advised

ORIGIN OF STARTER: MINISTERS
BACKGROUND AND COMMENTS:

The minutes of the Sixth Budget
recorded that a cut in the rate

The revenue- figure for 1989/90

.from 1. June 1989.

Submission will be made in late

OFFICIAL IN LEAD: P R H ALLEN
OFFICIAL IN SUPPORT: MS A FRENCH
FP CONTACT: R G MICHIE

Overview meeting on 22 February 1988
of car tax should be reconsidered in 1989.

is based on any change being effective

September.

TELEPHONE: 382 (GTN 3913) 5023

TELEPHONE: 382 (GTN 3913) 5059
TELEPHONE: 270 4922

HEALTH WARNING The data reports the position at the time of issue of each
eference 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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.
P ‘ET STARTER: REFERENCE SHEET

TITLE: PROSECUTION TIME LIMITS
STARTER NUMBER: 60 CLASSIFICATION: C
Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Nil Nil Nil Nil 30 lines
Ministers in PCTA or equivalent
lead BST resolution required o

ORIGIN OF STARTER: CysTOMS

BACKGROUND AND COMMENTS:

FB 1988 Clause 11 amends s147 CEMA to introduce a requirement that summary
proceedings must be commenced within six months of sufficient evidence to
warrant them coming to the knowledge of the prosecuting authorities.
Although s147 allows summary proceedings to be taken up to 3 years after
the commission of the offence, the intention was that in the case of minor
of fences liable only to summary trial, alleged offenders should not remain
in fear of prosecution for an udeasonable time. After Committee stage it
was suggested that the Clause, as drafted, might arguably extend to the
more serious 'triable either way' offences if taken to summary trial and
allow those charged with such offences to evade prosecution since, by
their very nature, these may take longer to come to light. Counsel
prepared a draft Report stage amendment to resolve this but the EST took
the view that it would be better to wait for the 1989 Finance Bill. The
starter therefore is to amend Clause 11 to place beyond doubt that the new
time limit for proceedings of 6 months from the availability of sufficient
evidence applies only to cases for which trial on indictment is not
available, and to add a procedure for certifying when this point is
reached. The submission should be made in October.

OFFICIAL IN LEAD: D A WALTON TELEPHONE: 928-0533 (GTN 3523) 2065

OFFICIAL IN SUPPORT: g 1, RAILTON TELEPHONE: 928-0533 (GTN 3523) 2066
FP CONTACT: R G MICHIE TELEPHONE: 270 4922

*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
signiticantly. Latest information for all items can be found on the Summary Sheets.



CONF LDENT LAL
'T STARTER: REFERENCE SHEET

TITLE: SEIZURE AT EXPORT OF PROBABLE CASH PROCEEDS OF DRUG TRAFFICKING

STARTER NUMBER: 61 CLASSIFICATION: C

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Neutral
(unquantifiable
confiscations which may Nil Nil N/K
not be of cash benefit to C&E) (Less than a page?)
Ministers in PCTA or equivalent
lead P resolution required 4L

ORIGIN OF STARTER: CUSTOMS
BACKGROUND AND COMMENTS:

In a number of instances recently, large sums of cash (up to £ 12m) have
been detected on persons leaving the country and patently false ex-
planations for this have been given. The context has strongly suggested
that the monies are the proceeds of;, or funds for, organised drugs
trafficking and are being exported in this way to evade the surveillance

f conventional banking transfers now made possible by the investigative

owers of the DTOA. However, in none of the cases dealt with has it been
possible to link these discoveries to any specific drugs offence. The
advice of Treasury Counsel is being sought, but it seems that there may be
no offence under present legislation which would permit such smuggled
exports of money to be made the subject of questioning and seizure. In
the light of Counsel's advice we may seek Ministers' views on the
desirability of using the Finance Bill to create such an offence, possibly
by following the US example of requiring the declaration of large sums of
cash on export. There is no firm date yet for making a submission.

OFFICIAL IN LEAD: D A WALTON TELEPHONE:928-0533(GTN 3523)2065

OFFICIAL IN SUPPORT: MRS M MANDERSON- JONES IELEPHONE: 928-0533 (GTN 3523)2046

FP CONTACT: R G MICHIE TELEPHONE: 270 4922

*HEALTH WARNING The data reports the position at the time of issue of each
eference 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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.ET STARTER: REFERENCE SHEET

TITLE: LONDON PORT BANKING: AMENDMENT OF CUSTOMS & EXCISE MANAGEMENT ACT
1979 SECTION 17

STARTER NUMBER: 62 CLASSIFICATION: C

Revenue £m* Staff effect* Length of legislation*
cost(-)/yield(+)
1989/90 1990/91 (Full year) 1/4/90 1/4/91
Nil Nil Nil Nil 2 lines
Ministers in PCTA or equivalent
lead Bl resolution required No

ORIGIN OF STARTER: CUSTOMS

BACKGROUND AND COMMENTS:

Section 10 of the Exchequer and Audit Act 1866 allows Collections to fund
repayments of revenue and Vote payments from revenue collected. Section
17(5) of 1979 CEMA denies this facility to London Port, which has to
maintain a separate Drawing Account to make payments. This section dates
from at least the early 18th century and the reasons for it are no longer

'known .

In addition the current arrangements make receipts by standing order, bank
giro credit and electronic methods administratively cumbersome and
discourage their use. This is undesirable because, apart from the savings
they bring, they provide safeqguards against the effect of industrial
action both inside and outside the Department.

We are also making major changes to the Department's banking practices and
to enable London Port to benefit fully from modern banking methods it is
necessary to remove the impediment presented by Section 17<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>