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COMMUNITY CHARGE HEBATES

I have been reviewing a number of aspects of the community charge
arrangements in Scotland and one of the areas which Iz continuing to
cause problems is the ruls whereby the capital lmit of £8,000, about
which people are not eligible for a rebate is the same for single pecple
and for couples.

We have received a considerable amount of correspondence about this and
it undoubtedly bears hard upon couples who, for example, have set aside
some savings for their retirement to supplement their siata pension. I
appreciate of course that any change would have public expendifure
implications particularly since the same arrangement applies in respect of
housing benefit. Nevertheless, it is a rule which it iz hard to justify in
torms of fairness or common sense and [ would be grateful for your views
as to whether there iz any scope for change.
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LOCAL GOVERMNMENT AND HOUSING BILL:
EXEMPTIONS FROM THE L'UHHUIHI]"I" CHARLGE

You wrote to Nicholas Ridley on 19 July' seeking his agreement to
tebling amendments at Lords Committee Stage extending the
present exemption from the Community Charge for persons in
respect of whom ancther person is entitled to child berefit.

| sep very considerable difficulties in the Government using
this Bill as a vehicle for extending exemptions from the
Community Charge. As you are aware we had to deal with several
extremely difficult amepdments on exemptions during the passage
of the 1968 Local Government Flnance Act and I would view with
very great dlsmay the prospect of going over this ground once
again. I believe that if we were to table an amendment (albeit
a non-controversial one) along the lines you propose, the
Opposition will assume they have license to table much more
far-reaching amendments on this issue. Thls 1s something I would
obviously wish to aveid at all costs, particularly as the
timetable for this Blll ls already extremely tight and the
number of Government amendments is already on the outer limit of
what we can accommodate. In view of this I would ask you to
reconsider your proposal to introduce any amendments concerning
exemptlons.

1 am sending & copy of this letter to the members of E(LF) and L

Committees, {J
7 iy SARLCE f?

=
BELSTEAD

The Bt Hon Malcolm Rifkind QC, MP
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LOCAL GOVERNMENT AND HOUSING BILL: EXEMPTIONS FROM THE COMMUNITY
CHARGE

Thank you for copying to us your letter of 19 July to Nicholas
Ridley about extending the exemptions from the community charge.

I support your proposal to bring in an amendment to extend the
exemption to include 18 year olds who are in care and still at
school. This gruup,;as you point out, do not attract Child Benafit,
and 1t was never our intention that they should be liable for the
charge. I agree that the amendment should refer to paragraghs 1(h}
and l{c) of Schedule 1 of the Child Benefit Act 1575,

I do not, however, agree that the exemption should be extended to
include 18 year olds who are entitled to Bevere Disablement
Allewance, which has now replaced the non-contributory Invalidity
Pension. 18 year olds entitled to SDA are able to claim Income
Support even when they are still at school, and they are thus helped
with the minimum 20 per cent community charge payment.

Copies of this letter go to members of E{LF) and L Committees.

\T;ﬂhl Li—
MNew :

NICHOLAS SCOTT
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From e Private Secrefan

B B2k

STANDARD COMMUNITY CHARGE IN SCOTLAND

Thank you for wour letter of 25 July
which the Prime Minister has seen. She
is content for your Secretary of State to
include his propeosals on the standard community
charge in today's Statement, on the understanding
that these have been fully cleared with
colleagues.

I am copying this

1
Secretaries to members o
Woolley (Cabinet DEfice).

etter to the Private
& i
M i

LF}) and to Trevor

N

IE;A
i FAUL GRAY ]
David Crawley, Esq.,
Scottish Office.
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STANDAERD COMMUNITY CHARGE IN SCOTLAND
{IJ-‘{E Codrew fa e

As foreshadowed in my letter le with which 1 circulated my 3

Secretary of State's draft statem@int on the revenue support grant in J§ & oA

Scotland for 1990/91, I attach a final version of the statement which

includez material dealing with the standard community charge in Scotland, oo~

At the meeting of E{LF) on 11 July it was agreed that the Scottish r»"-(
community charge legislation might be amended so that my Secretary of
State would have available gjmilar powers 1o those provided under the
Local Government Finance Act 1888 to preseribe dilferent specified classes
of propertier for the purposs of determining different stand community
charge multipliers and to prescribe different maximum multipllers, within
the overall maximum of up to 2 which would remain unchanged, for these
 Bpecific classes. 1t was agreed also that both the Scottish legislation
‘and the 1988 Act should be amended so that loeal authorities may be able
Itﬂl determine different classes of property for the purpose of levying
different multipliers. Mr Rifkind was asked to settle with the Secretary
of State for the Environment, Wales and the Chief Secretary details of a
package based on these principles.

A moent has been reached on the detafls of the proposals which
Mr ind proposes to announce tomorrow. The changes reflect either
powers which DOE already have or which Lhey Pi‘ﬂtﬁ]ﬁs io introduca in

parallel with changes to our legislation or subseguently. By are:

(1) that the Secretary of State will be taking powers to prescribe
certain classes of premises for which I will prescribe a_ maximum
multiplier. My iniEnlion would be to use this power In Hmifed
cifcumstances, for example to limit the standard charge labilily of
an elderly person convalescing away from home with a relative:

(ii) that the Secretary of State will e giving local authorities
powers to determine their own classes of premises for which they can
sot different multiplers. Mr Rifkind proposes to limit this power
by prescription to ensure that they cannot, for example, use the
power to reintroduce a variable property tax akin to domestic rates;

HMP206M4. 045




(iil) that the Secretary of State will be extending the discretion of
local puthorities to determine multipliers, allowing them o determine .
multipliers of 0, &, 1, 1} or 2; and -:,..__{,-J-j'c Lo 1y .;,3-1_....._,.__.._I:-r_
(iv) that the Secretary of 5tate will be reviewing the boundary
belween non-domestic rating and the community charge, with the
intention of prescribing circumstances in which single units of
self-catering holiday accommodation might be subject to non-domestic

rates. This would not require primary legislation in Scotland.

1 attach a copy of the statement I am propesing to make. I am copying
thir letter and attachment to the Private Secretaries to members of E{LF)

o
e s

and to Trevor Woolley.

DAVID CRAWLEY
Private Secretary

HMPZO6MA4. 045




LOCAL GOVERNMENT FINANCE (SCOTLAND): STATEMENT

WITH PERMISSION, MR SPEAKER, | WISH TO MAKE A STATEMENT ABOUT
LOCAL GOVERNMENT FINANCE IN SCOTLAND,

FIRST, I WILL ANNOUNCE MY DECISION ON GRANT FOR SCOTTISH
LOCAL AUTHORITIES IN RESPECT oOF 1990/91. IN REACHING THAT
DECISION | HAVE HAD IN MIND THE VIEWS EXPRESSED TO ME BY THE
CONVENTION OF SCOTTISH LOCAL AUTHORITIES ON THEIR ESTIMATES
OF WHAT THEY REGARD AS RERUIRED SPENDING LEVELS NEXT YEAR, 1
HAVE ALS0 HAD IN MIND THE SUBSTANTIAL INCREASE IN THE PLANNED
VOLUME OF SPENDING BY SCOTTISH AUTHORITIES THIS YEAR, AND THE
SCOPE THAT UNDOUBTEDLY EXISTS FOR ECONOMIES AND EFFICIENCY
IMPROVEMENTS. A FURTHER FACTOR IS MY UNDERTAKING GIVEN SOME
TIME AGO THAT - SUBJECT TO. PARLIAMENTARY APPROVAL OF THE
NECESSARY LEGISLATIVE CHANGES - | WOULD MAKE SUBSTANTIAL
INITIAL PROGRESS NEXT YEAR 1IN REDUCING THE RATE BURDEN ON
SCOTTISH BUSINESSES,

WHAT | AM ANNOUNCING TODAY 1S THE TOTAL OF AGGREGATE
EXCHEQUER GRANT - THAT 15, THE TOTAL OF SPECIFIC GRANTS AND
REVENUE SUPPORT GRANT - WHICH WILL BE PAID TO SCOTTISH LOCAL
AUTHORITIES FOR 1990-91,

I PROPDSE THAT AGGREGATE EXCHEBUER GRANT FOR 1990-91 SHOULD
BE SET AT E2739 MILLION, THIS IS E2U2 MILLION OR 9.7% HIGHER
THAN THE CORRESPONDING FIGURE FOR THIS YEAR. THIS FIGURE.
HOWEVER, INCLUDES EXTRA GRANT TO ALLOW BUSINESS RATES TO EE
SUBSTANTIALLY REDUCED IN LINE WITH THE GOVERNMENT'S STATED
OBJECTIVE OF ELIMINATING THE DIFFERENCE IN NON-DOMESTIC RATES
AS BETWEEN SCOTLAND AND ENGLAND,

MY NEW PROPOSALS ON BUSINESS RATES, WHICH | ANNOUNCED ON
8 MAY, HAVE BEEN WIDELY WELCOMED IN SCOTLAND, AND WE LOST NO
TIME IN PRESENTING LEGISLATIVE PROPDSALS TO THE HOUSE ON
14 JuNE. [ AM HAPPY TO ANNOUNCE TODAY THAT | PROPOSE THAT
THE RATE BILL FOR SCOTTISH BUSINESS MNEXT YEAR SHOULD BE

HMP 20616 . 045




REDUCED BELOW WHAT IT WOULD OTHERWISE BE BY THE SUM OF
EBO MILLION, THE CBl HAVE ESTIMATED THE EXCESS RATE BURDEN
ON SCOTTISH BUSINESS TO BE AROUND £250 MILLION., AND WE WILL
THEREFORE BE CLOSING THAT GAP BY ALMOST A THIRD IN A SINGLE
YEAR, THIS REPRESENTS VERY SUBSTANTIAL PROGRESS, I KNOW
THAT THIS, TOGETHER WITH THE OTHER STEPS THAT ARE BEING TAKEN
ON HARMONISATION OF VALUATION PROCEDURES MORTH AND SOUTH OF
THE BORDER, WILL BE WARMLY WELCOMED BY SCOTTISH BUSINESS AND
BY ALL THOSE FOR WHOM THE PRIVATE SECTOR IN SCOTLAND PROVIDES
EMPLOYMENT, LOCAL AUTHORITIES WILL BE COMPENSATED BY
INCREASED GRANT OF E67 MILLION, WHICH IS INCLUDED IN THE
TOTAL FIGURE OF AGGREGATE EXCHEQUER GRANT WHICH | HAVE
ALREADY GIVEM. AS THEIR CONTRIBUTION TO THIS REDUCTION IN
BUSINESS RATES, AND IN RECOGNITION OF THEIR WELCOME SUPPORT
FOR THIS POLICY, 1 AM ASKING LOCAL AUTHORITIES TO RECOVER THE
BALANCE OF £13 MILLION BY EEFICIENCY SAVINGS. THIS COMPARES
WITH TOTAL CURRENT EXPENDITURE FOR NEXT YEAR ESTIMATED BY
COSLA TO BE OVER £5,000 MILLION. [ AM CONFIDENT THAT IT
SHOULD BE WELL WITHIN THEIR CAPARILITY TO ACHIEVE THESE
MODEST SAVINGS WITHOUT THREAT TO STANDARDS OF SERVICE., | aND
MY DEPARTMENT HAVE ALREADY HAD USEFUL DISCUSSIONS WITH COSLA
ON IMPLEMENTATION OF THE NEW POLICY, DETAILS OF WHICH WILL BE
ANNOUNCED IN THE AUTUMN,

THE REMAINDER OF THE TOTAL OF AGGREGATE EXCHEQUER GRANT
REPRESENTS AN INCREASE OF 7% ON THIS YEAR'S FIGURE. TAKEN
TOGETHER WITH BUSINESS RATE INCOME, IT SHOULD EMABLE LOCAL
AUTHORITIES, IF THEY ARE PREPARED TO TAKE A GRIP ON THEIR
SPENDING, TO SET COMMUNITY CHARGES MOT SIGNIFICANTLY HIGHER
ON AVERAGE THAM THIS YEAR'S LEVELS. | HOPE THAT MANY
AUTHORITIES WILL ALREADY HAVE RECOGNISED THEIR EXCESSIVE
BUDGETING FOR THIS YEAR AND, IN THE KNOWLEDGE OF THE
REASONABLE GRANT SETTLEMENT | AM ANNOUNCING TODAY, WILL NOW
PLAN FOR REASONABLE LEVELS OF SPENDING AND OF COMMUNITY
CHARGE NEXT YEAR.

HMP20ELE . (M5




DETAILED PROPDSALS FOR GRANT DISTRIBUTION WILL BE PUT TO THE
CONVENTION OF SCOTTISH LOCAL AUTHORITIES FOR CONSULTATION. 1IN
THE USUAL WAY, IN THE AUTUMN,

[ ALSD WISH TOD TAKE THIS OPPORTUNITY TO ANNOUNCE A NUMBER OF
CHANGES WHICH 1 AM PROPOSING TO MAKE TO THE ARRANGEMENTS FOR
ADMINISTERING THE STANDARD COMMUNITY CHARGE IN SCOTLAND. AS
HON MEMBERS ARE AWARE THE STANDARD COMMUNITY CHARGE IS PAID
8Y DOWNERS, OR LONG-TERM TENANTS, OF HOUSES SUCH AS SECOND
HOMES WHICH ARE NOT USED AS SOMEONE'S SOLE OR MAIN RESIDENCE.

I HAVE RECEIVED A SIGNIFICANT NUMBER OF REPRESENTATIONS ABOUT
THE STANDARD COMMUNITY CHARGE AND RECENTLY RECEIVED A PAPER
FROM THE CONVENTION OF SCOTTISH LOCAL AUTHORITIES OUTLINING
SUGGESTIONS FOR CHANGE, [ AM QUITE CLEAR THAT MANY OF THE
PROBLEMS WHICH HAVE ARISEN, CAN BE ATTRIBUTED DIRECTLY TO
LOCAL AUTHORITIES® DECISIONMS IN ALMOST EVERY CASE TO SET
THEIR STANDARD COMMUNITY CHARBE MULTIPLIERS AT THE MAXIMUM OF
2 TIMES THE PERSONAL COMMUNITY CHARGE. WHEN THEY HAD BEEN
GIVEN DISCRETION TO SET THE MULTIPLIER ANYWHERE BETWEEN ONE
AND 2.

NEVERTHELESS AND IN THE LIGHT OF THE REAL PROBLEMS THAT HAVE
AS A RESULT ARISEN, | HAVE DECIDED TO MAKE THE FOLLOWING
CHANGES TDO THE PRESENT ARRANGEMENTS.,

FIRST, | INTEND TO TAKE POWERS TO DEFINE CERTAIN CLASSES OF
PREMISES FOR WHICH | WILL BE ABLE TO PRESCRIEE A MAXIMUM
MULTIPLIER, | WILL USE THIS POWER TO TACKLE., IN PARTICULAR,
THE VERY DIFFICULT CASE OF THE HOUSE WHICH IS5 UNOCCUPIED
BECAUSE THE OWNER HAS TO LIVE WITH FRIENDS OR RELATIVES
BECAUSE OF ILLNESS OR INFIRMITY, THIS IS ONE SITUATION IN
WHICH A MULTIPLIER OF UP TO 2 SEEMS TOO HIGH, IF OTHER
CATEGORIES OF A COMPARAELE KIND EMERGE, THESE POWERS WILL
ENABELE ME TO MAKE PROVISION FOR THEM.

I WILL ALSO MAKE PROVISION TO ALLOW AUTHORITIES TO DETERMINE,
SUBJECT TO CERTAIN CONDITIONS., THEIR OWN CLASSES OF PREMISES
FOR WHICH THEY COULD SET DIFFERENT MULTIPLIERS, THIS WILL

HMPZO6LE . 045 3.




ALLOW THEM TO TAKE ACCOUNT OF CIRCUMSTANCES MNOT COVERED BY
CLASSES | MIGHT PRESCRIBE BUT WHICH IT IS RIGHT SHOULD BE THE
SUBJECT OF LOCAL DECISION, THIS WOULD GIVE THEM DISCRETION
TO SET A DIFFERENT MULTIPLIER FOR THE HOMES OF OLD PEOPLE IN
GENERAL WHD ARE LIVING WITH RELATIVES AND FOR THE HOMES OF
PEOPLE OBLIGED BY THEIR JOBS TO LIVE IN TIED HOUSES, LoCAL
AUTHORITIES COULD ALSD CREATE OTHER CLASSES, DEPENDING ON
LOCAL CIRCUMSTANCES: AND A REGIONAL COUNCIL WOULD BE ABLE TO
SET DIFFERENT MAXIMUM MULTIPLIERS FOR ITS CLASSES IN
DIFFERENT DISTRICT C(oOuI'WCIL AREAS., SOMETHING SPECIFICALLY
REGUESTED BY COSLA IN THE PROPOSALS WHICH THEY PUT TO ME.

AS A RESULT LOCAL AUTHORITIES WILL HAYE CONSIDERABLY GREATER
FLEXIBILITY 1IN THEIR OPERATION OF THE STANDARD COMMUNITY
CHARGE ARRANGEMENTS. | KNOW, THEREFORE, THAT THE NEW
ARRANGEMENTS WILL BE WELCOMED. | AM PROPOSING THAT THE
NECESSARY AMENDMENTS TO THE* ABOLITION oF DoMESTIC RaTES ETC
(SCOTLAND) ACT 1987 TO ALLOW FOR THE INTRODUCTION OF THESE
CHANGES SHOULD BE MADE IN THE CONTEXT OF THE LoCAL GOVERNMENT

AND HousING BILL AND AMENDMENTS TO THAT BILL ARE BEING TABLED

TODAY, THE CHANGES WILL COME INTO EFFECT FOR THE FINANCIAL
YEAR 1990-91,

LAST, [ PROPOSE TO REDEFINE THE BOUNDARY BETWEEN DOMESTIC AND
NON-DOMESTIC PROPERTY SO0 THAT SINGLE DWELLINGS AVAILABLE FOR
HOLIDAY LETTING ARE SUBJECT TO NON-DOMESTIC RATING RATHER
THAN THE STANDARD COMMUNITY CHARGE.

THESE PROPOSALS TACKLE THE MAIN PROBLEMS THAT HAVE EMERGED IN
RELATION TO THE INCIDENCE OF THE STANDARD CHARGE AND ARE A
DIRECT RESPONSE TO THE CONCERNS EXPRESSED BY LOCAL
AUTHORITIES AND OTHERS. | HOPE THAT LOCAL AUTHORITIES WILL
RECIPROCATE BY USING THE ADDITIONAL DISCRETION THEY HAVE NOW
BEEN GIVEN.

HMP206LE. 045




PRIME MINIETER

COMMUNITY CHARGE DEBATE

Chris Patten did well this afterncon. AEpart from one

slightly sticky moment in the middle of his response to Jack
Cunningham, when he got a little bit lost in technical detail,
his response to the debate was a good mixture of

vigorous opposition-bashing with some judicious, scothing

words for the back benches. He reminded Cunningham that Mr.

RIﬁnu:h has publicly pulled back Labour's alternative so that
it could be 'sophi sticated' (a novel verb!) and invited him

to bring it back once it had been.

Chris Patten also managed to get across, fairly clearly I
thought, that the current revenue equalisation system amoanted

to a massive cross-subsidy to mainly Labour authorities; and

that the safety net was a way of phasing this out. He said

that he had listenad very carafufly to all the points made to
Nick Ridley last week, both from those who wanted to get the
full benefit by havimg it phased out sooner, and those who
would be losers under the new svystem and therefore wanted a
longer transitional periocd. This brought some warm support
from the back-benches. Mark will no doubt give you some more

reacktion £rom the Commons tea=-Ioom.

D MOBRRIS
25 JULY 1989




10 DOWNING STREET

LOWDON SWIA 2AA
Fram the Privare Sevretari

COMMONITY CHARGE BENEFIT

The Prima Minister was grateful for your Sascretary of
State's minute of 21 July setting out the ways In which poor
pecple would be helped to pay the Commanity Charge.

1 should be grateful if you and copy recipients wounld
ensure this letter 15 given a strictly limited circulation to
named individuals.

The Prime Minister would bBe gratseful if some work could
ba done on the possibility of setting the capital limit on
aligibility for community charge rebates at 16,000, i.e.
double the normal £8,000 limit, just for pensionar couples.
She would be grateful if consideration could bhe given ko the
caosts and implications of such a change, including the impact
of the introduction of indepasndent taxation for husband and
wifa In April 199(.

[ am copying this 1 to Carys BEvans (Chiaf
Becretary's Dffice) Roger Bright (Department of the
Environment) and Trevor Woollay (Cabinat Offical.

[PFADL GRAY)

Stuatk Lord, Esg.,
Department of Scocial Security.

SECEET
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Treasury Chambers, Parliament Streer, SWIP 3A06

Nicholas Scott MBE JP MP

Minister of State for Social Security and the Disabled
Department of Health and Social Security

Richmond House

79 Whitehall

London

SW1A 2NS

24 su1y 1989

Do Minider,

NEW FIMANCIAL REGIME FOR LOCAL AUTHORITIES: REBATE SUBSIDY
LA LA e EST IF ARG ED
Thank you for your letter of ldTune.

I share your objective of preserving the effect of the current
subsidy arrangements in providing an incentive to authorities to
limit expenditure in those areas where they are most able to
control costs. In fact, as you know from previous correspondence,
I have been concerned to increase this incentive by reducing the
demand-led subsidy from its current level of 37 per cent.

I recognise that the introcduction of ring-fenced housing revanua
accounts next year means that a new way will have to be Ecund of
providing this incentive in the case of rent rebates. However, 1
am not persuaded that moving to a system of 100 per cent demand-
led subsidy, as you propose, will be an effective means cof doing
sn. Nor do 1 accept that the HRAs themselves will necessarily act
as a deterrent to excessive expenditure, as a large minority of
authorities will still be making no contribution to rent rebate
expenditure from their own rental income for some time to come,
Partly for this reason, I am concerned that a move to 100 per cent
demand-led subsidy could be dangerous from the point of view of
effective control of housing benefit expenditure. It would Ileave
authorities with no incentive to operate the guidelines tautly and
efficiently; they would be reimbursed £ for £ of expenditure. I
find it hard to accept that this would give an adequate incentive
for control.




CONFIDENTIAL

As you acknowledge in your letter, moving toc a 100 per cent
demand-led subsidy is not the only option. In principle, I can
gee two other options. One would be to provide less than 100 per
cant gubsidy, as now, leaving authorities to make up the
difference from higher rents levied on non housing benefit tenants
or cuts in maintenance expenditure below that seen as reasonable
by DOE. But I can, see real difficulties in gsustaining this
proposal, which Nick Ridley's letter of 20 June pointed out.

However, 1 think your letter may overstate the difficulties
associated with the other option, namely tec provide a demand-led
subsidy for less than 100 per cent of expenditure, with a cash
limited %rant making up the remainder. Of course, there would be
a risk of some authorities inflating their initial estimates. But
this risk exists under the present system. And your Department
should be able to spot at least the most flagrant examples of this
and settle on a more appropriate, lower flgure, while any excess
payments should be  recoverable. Authorities persistantly
presenting estimates which turn out too high for no good reason
would have to be shown that this was counter-productive. The
auditors might also have a role in checking abuse here.

In view of the serious problems I see with your proposal to move
to 100 per cent demand-led subsidy, I would like you to reconsider
the possibility of a cash-limited element. I would liks to 3ee
this fixed at 5 per cent, leaving 35 per cent to be contributed in
demand=-led subsidy.

Another relevant consideration here is the subsidy regime for xent
rebates in Scotland, rent allowances, and community charge
rebates. As you know, I suggested last year (my letter 2
September) that the subsidies for these benafits be reduced from
97 per cent te 95 per cent in the interests of giving autheritias
a greater incentive to control expenditure. 1 gtill believe this
should be done. Such a change might be more difficult to achieve
if we were to move in the opposite directicn on rent rebates in
England and Wales.

I would not wish to press changes in these arrangements (ie those
not affected by the new financial regime) in April 1990. But I
would like to propose that they be congsidered in this year's
Survey with a view to implementatiom in April 1991.

As for the incentive areas, it is with some reluctance that 1
accept your proposal for a cash limited grant of 100 per cent toO
cover what your Department regards as reascnable expenditure by
each authority. I fear that the removal of subsidy penalties will
lead to additional expenditure in these areas. It is therefore
crucial that the cash limits are tightly set. I assume, subject
to Malcolm Rifkind's wviews, that this system will apgly in
Scotland from April next year, as well as in England and Wales

I am copying this letter to Nicholas Ridley, Peter Walker, and

Malcolm Rifkind, and to No. 10
UT =
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. PRIME MINISTER

COMMUNITY CHARGE BENEFIT

John Moore has now, as promised, sent you a note describing
the arrangemnets far benefit payments towards the Community

Charge (attached at Flag A). It brings out that, on a GB
bagia, there will be about 11 millien people receivingE:

rebates, ———
e
i

John Mills (Flag B) has provided a comment on this. He points
to the case for keeping in mind a possible further concession

on the benefit arrangements - namely doubling for pensioner =

couples the capital limit from €8,000 to 216,000, There
S — .

clearly is a case for such a congcgssion for the reasons John
sets out, although personally I am not sure it is that strong.

- —

The immediate issue is, however, whaether you want to ask DSS

to do any work on this idea now or just to bear it in mind as
— o bt B it

& possibility for the future.

Which would you prefer?

1

PG
21 July, 1989.

CONFIDENTIAL
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PRIME MINISTER 21 July 1989

COMMUNITY CHARGE BENEFIT

John Moore's note is timely. The CGovernment needs to emphasise

as much as it can just how extensive community charge rebates

ey

will be. This 18 especially important since the Government

| E— N
has aggﬁiégd the RPI Advisory Committee's advice that rebates

i

should B ignored in the way the RPI reflects the community

charge.

—

There is one aspect of the benefit arrangments which is likely
to cause a great outcry. This concerns the capital limit, above

which no banefit is payable, It is currently £B000, the same

ag for Housing Benefit,

It is the same figure for a cDuEle as for an individoal. Yet
community charge is a tax on individuals, and a couple's liability
is twice an individual's. The effect of this will be to remove

from eligibility for rebate a considerable number of couples,

especially pensioner couples, who; 7 generally) will lose from

the move to community charge. Ther be accusations that

they will have to pay taxes out of capital. This will be wvery
hard to defend.

This has already emerged as a contentious issue in Scotland.

And you will recall the great difficulty the Government had two

years ago over the capital limit for Housing Benefit, when it

was f[orced to raise it from £6000 to EBOOQ.

There is clearly a case for reviewing the position so that, at

the wvery least, this is a concession the Government ecan have

]
up its ie as the political debate about community charge
intensifies, One option might be te limit it to pensioner

couples as a specific way of showing commitment to that group.
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EECOMMENDATION

John Moorae should be asked to consider the case for a double
——————

capital limit fcr couples; on the grounds that community charge

is. & charge upon individuals and a couple's liability is twice
an individual's. A particular aim of this would be to help
pensioner couples with relatively modest savings, many of who

stand to lose from the community charge.

Tl Mt

JOHN MILLS




Prime Minister

I said that I would write to you describing the way in which
poorer people will ba_ﬁg&ﬂgg to pay the community charge. Thero
is to be a Community Charge Eenefit Scheme which will be operated
by local authorities from April 1990. Everybody who is liable
gither for a qgl}_gersﬂngl compunity charge or for collective

community charge contributions will be able to clalm rebate; only

registered students who are exempted from 80% of their lfﬁhility

will be unable to claim. It will replace the Community Charge

—_——

Rebate Scheme now operating in Scotland.

2 People who are on Income Support will automatically get the
maximum rebate of B0% Ei—EhEii_lEEEilit?' In addition to this,
they will receive help towards the remaining 20% through the

e
adjustments we have already made to Income Support levels; these

now include £1.15 for a single person aged under 25, £1.30 for a
single person over 25, and £Z.30 for a couple. The adjustments
are now subsumed within Income Support and will be subject to the
autumn uprating. The examples below show the amount of Community
Charge Benefit a single person and a couple would receive with
the comminity charge set at E300.

g, Where the community charge 1= below E3D0D, evervone on Income
Support will be better off. Single people under 25 and married
couples will have to contribute more than the Income Support

amounts where the community charge is over £300, and single
people over 25 will have to contribute more where i1t is over
EA39.




Single person receiving Couple receiving
Income Support Income Support

k
Community charge .00 100.00 each
Weekly charge = T 1130
Maximum rebate .80 9.20
(B0% of liability)
20% charge to pay L d.30
Assistance from IS .30 2.30

4. FPeople with ipcomecs above thelr Income Support levels may be

The amount of their rebate

will depend upon thelir Ifinancial resources, thelr personal
circumstances, and the amcunt of community charge they have to
pay. The method of calculation will follow very closely the
method currently used to calculate rate rebates, but it will be
based on a 15% taper for income which is significantly more
generous than the present Z0% taper used for calculating rate
rebates, and we estimate that it will increase the numbers of
pecple receiving rebates by about 1 millionm.

S our most recent published estimate is that about 11 million

peocple in Great Britain, about one chargepayer in four, will

recelve rebates on thelr communlty charge. We are reworking
these astimates to take account of the revised forecasts of
community charge levels published on Wednesday, and of more up-
to-date demographic and financial datra, and will publish them as
soon A= possible.

I am copying this letter to Cabinet colleagues.

July 15389
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You will have seen my minute of 22 March, respending to the Prime
Minister's interest in our proposals for publicity on the community
charge. In that, I cutlined what we had achieved zo far and scur
current proposals. I also mentioned that further publicity might be
needed next winter and that it was already clear that the £lm
originally allocated to publicity on local government matters,
primarily in order to carry out our household leaflet drop,

would ret be adequate to do a thormugh job.

e —f
no Pl

We agreed this fiqure last year, on the understanding that we might
in the event need to do more to reach certain groups of community
charge payers. I have now censidered the matter further and have had
the benefit of some preliminary research by Gallup into current
levels of awareness of the community charge. I am cenvinced that the
public still needs information on important areas of the new system,
especially the key area of rebates. It is on that basis that I am
now writing to you. (I recognise that, following my announcement
yesterday,we may need to ensure that the safety net is better
understood. I shall be considering this separately.

The reseacrch shows that our short leaflet sent to all households was
effective in raising people’s awareness of the community charge and
that a majority of its readers found it helpful. The leaflet

was, however, short and could by its very nature only cever main
points. The research showed that there isstill uncertainty about
some important details of the system, such as the factors deciding
entitlement to rebates. As about half of those interviewed were
tconcerned about whether they could afford the community charge, it
is clearly important that people should be fully aware of :he rebate
system. We have repeatedly said that we expect up te 1 in 4 people
to be helped by rebates and income support - some 9 million charge
pAYRLCS.

In addition, some important groups are less aware of the community
charge than others, including council tenants and young people (who
as first time payers in many instances are a key group), unskilled
workers, people on low incomes and members of larger households.




CONFIDENTIAL

I therefore propose to undertake a further information campaign
around the turn of the year, to make key groups of people better
informed about their rights and duties. It will have three major
aims: ensuring that poorer people are aware of the availability of
rebates: stimulating registration among those still unregisterad;
and maximising awareness among non-rate payers that they will have
to pay a bill for the first time, These are all highly important for
achieving successful implementation, and the last two aims will help
achieve maximum revenue for the local authorities. The key aim is
the need to achieve maximum awareness of rebates: if people’s
concerns about cost are met they are more likely to register, and 1if
they receive a rebate they are of course more likely to be able to

£

The main campaign would centre around television advertising making
clear that all adults will pay the community charge and focused
primarily on rebates. At least £3m would be nesded to carcy through
an effective television campaign. I am convinced this

would be justified, because of the impartance of the messages and
the difficulty of reaching much of the target audience by other
means. IL 15 notoriously difficult for example to target with
precision those pecple who may be eligible for rebates but not far
other sorts of benefit. The young will be another key group. For
both, television is likely to be the mest effective means of
communication.

We should not rely on television advertising alone, Television is
sulted to short, sharp messages well caleulated to heighten
awareness of the existence of rebates. The escheme’'s details however
will need to be publicised in other ways. The advertisements

should therefore encourage people to send for a shart leaflet on
rebates. They would be supported by newspaper advertising, biased
towards the popular, youth and ethnic press containing a coupon
which could be sent off for the leaflet. This might cost E400k.

To further the aim of raising awareness among first-time payers, we
can target key groups through radioc and cinema advertising
(especially sffective for housewives and the young respectively). A
campaign of three weeks in both media would cost in the order of
£430k. Advertisements in specialist publications would also be
desirabla. These might cost E150k. We shall alsc stimulate further
take-up of our existing publications,

I also intend to commission some research on the need for, and
effectiveness of, a Departmental telephone hotline, to enable us to
dedl with urgent personal gqueries and concerns. It is difficult to
estimate a precise cost because of the demand-led nature of the
service, but E£300k would be a realistic provisional figure, if we
Ware to proceed.

Finally, we propose to write to all business rate payers late this
year, once the multiplier is announced and the new rating lists are
deposited. There is still ignorance ameng businesses and some
alarmist comment being circulated.
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The revaluation and our business rate proposals are important
reforms, affecting every business in the land. It ie highly
desirable to ensure that individual businessmen and women have the
changes and cur reasons for them explained to them directly. This
will cost approximately £400k.

In addition to these longer-term plans, there are some smaller
initiatives which I wish to pursue in the near future, including a
new leaflet on rent and rates, the provizien of general information
for the blind and the deaf and dumb, and information in minority
languages, costing in total about £0.63m.

I am satisfied that these proposals fully respect the conventions on
Government publicity, on grounde of both cost-effectivensss and
propriety. I am clear that this is the most effective way of
reaching large numbers of people who need to know about an important
right in a new system. I believe that many people, far from
criticising a campaign intended to help our poorest citizens, wil
welcome it. Local authorities too are likely to favour an effective
Government campaign which will assist implementation. As to timing,
the bulk of the campaign should take place next December and
January, with television advertising in the cheaper, January period.
This will be when claims for rebates can first be entertained,

when people will receive their personal register entries, and will
give time for late registration.

The total cost is some £5.6m, itemised in the attachad table. As I
have mentioned, we agreed during PES discussions last year that

I would need to come back to vou on the gquestion of funding the
overall publicity campaign if it was agreed that more than £lm was
required. At present, I have no funds for this increasesd Frogramme.
I suggest, however, that we review the position later in the year
when we are better able to look across the whole of my Department's
programmes. In Che meantime it would be helpful to have your
agreement te the propeosals set out in this lettsr so that we can put
arrangements in hand.

i am copying this letter to the Prime Minister, and toc Peter Walker,
Malcolm Rifkind, John Moore and Sir Robin Butler.
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newspaper advertlisements in
December to publicise rabatas:

TV advertisements in January 1990:

leaflet to accompany advertisements
plus response fulfllment:

simuiltaneous radio and cinema advertisa-

ments, almed at key groups:

speclalist advertisements for key

groups in other medla;

Post Office display units, and QTV.

for rebate and exemption leaflets:

mail drop to all business rate-payers;

possible telephone hotline

v.f.m. research into ths above
and praliminary research into concepts
for TV advertisements

miscellanecus small items needed now
{ including translated publications,
material for the deaf and blind,

reprints of existing leaflets, new

leaflat on rant and rates}
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You will have seen my minute of 22 March, responding to the Prime
Minister's inkterest in our proposals for publiecity on the community
charge. In that, I outlined what we had achieved soc far and our
current proposals, I also mentioned that further publicity might be
needed next winter and that it was already clear that the £lm
originally allocated to publicity on local government matters,
primarily in order to carry out our household leaflet drop,

would rot be adeguate to do a thormugh job.

We agreed this figure last year, on the understanding that we might
in the event need to do more to reach certain groups of community
charge payers. I have now cansidered the matter further and have had
the benefit of some preliminary research by Gallup into current
levels of awareness of the community charge. I am convinced that the
public still needs information on important areas of the new system,
especially the key area of rebates. It is on that basis that I am
now writing to you. (I recognise that, following my announcement
yesterday, we may need to ensure that the safety net is better
understood. I shall be considering this separately.)

The research shows that our short leaflet sent to all households was
effective in raising people's awareness of the community charge and
that a majority of its readers found it helpful. The leaflet

was, however, short and could by its very nature only cover main
peoints. The research showed that there isstill uncertainty about
some Lfmportant details of the system, such as the factors deciding
entitlement to rebates. As about half of those interviewed wers
concerned about whether they could afford the community charge, it
is clearly important that people should be fully aware of the rebats
system. We have repeatedly said that we expect up to 1 in 4 people
te be helped by rebates and income support - some 9 million charge
payers.

In addition, some important groups are less aware of the community

charge than others, including council tenants and young people (who
as first time payers in many instances are a key group), unskilled

workers, people on low incomes and members of larger households.
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I therefore propose to undertake a further information campaign
around the turn of the yvear, toc make key groups of people better
informed about their rights and duties, It will have three major
aims: ensuring that poorer people are aware of the availability of
rebates: stimulating registration among those still unregistered;
and maximising awareness among non-rate payers that they will have
to pay @ bill for the first time. These are all highly important for
achieving successful implementation, and the last two aims will help
achieve maximum revenue for the local authorities. The key aim is
the need to achieve maximum awareness of rebates: if people’s
concerns about cost are met they are more likely to register, and if
they receive a rebate they are of course more likely to be able to

pay.

The main campaign would centre around television advertising making
clear that all adults will pay the community charge and focused
Primarily on rebates. At least £3m would be needed to carry through
an effective television campaign. I am convinced this

would be justified, because of the importance of the messages and
the difficulty of reaching much of the target audience by other
means, It is notoriously difficult for example to target with
precision those people who may be eligible for rebates but not for
other sorts of benefit. The young will be another key group. For
both, television is likely to be the most effactive means af
communication.

We should not rely on television advertising alone. Television is
suited to short, sharp messages well calculated to heighten
awareness of the existence of rebates. The scheme'’s details however
will need to be publicised in oather ways. The advertisements

should therefore encourage people to send for a short leaflet on
rebates. They would be supported by newspaper advertising, biased
towards the popular, youth and ethnic prese containing a coupon
which could be sent off for the leaflet. This might coskt E400k.

To further the aim of raising awareness among first—tima payers, we
can target key groups through radio and cinema advertising
{especially effective for housewives and the young respectivelyl. A
campaign of three weeks in both media would cost in the order of
E450k. Advertisements in specialist publications would also be
desirable. These might cost £150k. We shall also stimulate further
take-up of our existing publications.

I also intend to commission seme research on the need for, and
effectiveness of, a Departmental telephone hotline, tc enable us to
dedl with urgent personal gqueries and concerns, It i= difficult to
estimate a precise cost because of the demand-led nature of the
service, but £300k would be a realistic provisional figure, 1f we
were Lo proceed.

Finally, we propose to write to all business rate payers late this
year, once the multiplier is announced and the new rating lists ars
deposited. There is still ignorance among businesses and scme
Alarmist comment being circulated.
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The revaluatien and our business rate propecsals are important
reforms, affecting every business in the land. It is highly
degirable to ensure that individual businessmen and women have the
changes and cur reasons for them explained to them directly. This
will cost approximately E£400k.

In addition to these longer=term plans, there are some smaller
initiatives which I wish to pursue in the near future, including a
new leaflet on rent and rates, the provision of general information
for the blind and the deaf and dumb, and information in minocity
languages, costing in total about £0.63m.

I am satisfied that these proposals fully respect the conventions on
Government publiciky, on grounds of both cost-effectiveness and
propriety. I am clear that this is the most effective way of
reaching large numbers of pecple who need to know about an important
right in a new system. I believe that many people, far from
criticising a campaign intended to helf our poorest citizens, will
welcome it. Local authorities too are likely to favour an effective
Government campaign which will assist implementation. As to timing,
the bulk of the campaign should take place next December and
January, with television advertising in the cheaper, January perioad.
This will be when claims for rebates can first be entertained,

when people will receive their personal register entries, and will
give time for late registration.

The total cost is scome ES5.6m, itemised in the attached table, As I
have mentioned, we agreed during PES discussions last year that

I would need to come back to you on the gquestion of funding the
overall publicity campaign if it was agreed that more than £1lm was
required. At present, I have no funds for this increased programme.
I suggest, however, that we review the position later in the year
when we are better able to look across the whole of my Department'’s
programmes. In the meantime it would be helpful to have your
agreement to the proposals set out in this letter so that we can put
arrangements in hand,

I am copying this letter to the Prime Minister, and to Peter Walker,
Malecolm Rifkind, John Moore and Sir Robin Butler.
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newspapar advartisements in
December to publicise rabates;

TV advertisements in January 1990:

leaflet to accompany advertisements
plus regsponse fulfilment;

gsimaltaneous radio and cinema advertisa-

ments, aimed at key groups;:

specialist advertisements for key

groups in other media;

Post Office display units, and OTV,
for rabate and exemption leaflets:

mail drop to all business rate-payers:;

possible telephone hotline

v.f.m. research into the above
and preliminary research into concepts

for TV advertizsements

miscellanecus small ltems nesaded now
(including translated publications,
material for the deaf and blind,
reprints of estisting leaflets, new

leaflat on rent and rates}







DEPARTMENT OF THE ENVIRONMENT

19892,/90 ILLUSTRATIVE COMMUNITY CHARGES

EXPLANATORY NOTES

1. The attached table illustrates tha community charges which
ara implied by current levels of local authority ratas and
Government grants. It therafore illustrates the impact of tha
community charge had it been implamanted in 1989,/90. Thasa
figures are not a prediction of community charges in 1990/91,
which will depend on local authority spending.

2. Tha calculations have bean dona on a similar basis to that
used to Illlustrate community charges for 1988/89 except that
spending 1is measured by estimated income from rates and
governmant grants, instead of using reported total expenditure.
Thig gives a reliable astimata of the amount raised in local
taxes in 1989/90, but means that tha examplifications ara not
strictly comparable to those published for 1988/89. (A separate
table showing figures on a comparable basis is alsoc being placed
in the Library). These figures are based on:

- estimated 1989/90 incoma from rates and government
grants for individual authoritias;

= the new Revenua Support Grant arrangements (but using
1989/90 distribution of Grant=-Related Expenditure between
individual authorities);

- tha 1989/90 equivalent to Aggregate Extarnal Finance

{grant and national non-domestlc rates);

= the businass rate distribution which will coma into
effect from April 1990;

= the new safaty net arrangemants for 1990/9]1 which I
announced today.




3. Column 1 shows for each area the average rate bill per
housahold impliesd by current levels of domestic ratas. This is
provided as a point of comparison.

4. Column 2 racords the amount of spending in excess of GRE
amprassad in pounds par adult. The naw local government financa
gystem would hawvae allgwed all areas to finance exzpenditure
gsufficient to provide a standard laval of sarvice for a community
charga of E£240 4din 1989;790. For the purposes of thessa
axamplifications, the over or under spanding of all local
authorities operating in an area i3 combined.

5. Column 3 shows tha full community charga bafors safaty nats
impliad by currant lavals of ratea 1if tha new system wara fully
in forca this vear. Tha community charge for any araa is
£240 community charga for standard spending plus or minus
amount par adult by which councils spend mora or lass than GRE.
In this way, tha leval of the full community charge for each
authority compared with E£240 provides a ready rackonar anabling
chargepayars to compara the amount which their councils spand
with tha coat of providing a standard lavel aof searvices and with
the spending in other areas. It is thersfore egqual to £240 plus
the amount of ovar or undar spanding shown in column 2.

6. Column 4 shows safety natted community charges. The safety
nat allows losses of up to £23 in authorities with full community
chargaes higher than 1988/89 avarage rate bills par adult plus 5%.
Forty savean parcent of gaing are retained by chargepayerz 1in
authoritias whare uprated average rata bills per adult ars above
full community charges, subjact to a maximum conTtribution to tha
safaty net of £70 par adult. Thasa figuras are broadly
equivalent to the £25 maximum loss and £75 maximum contribution
proposed for 1990/91. The figuras alzo include the affect of
extra support for areas with low rateabla valuass and tha grant
for inner London education authorities which is financed in thasae
figures by community chargas £3 higher elsewharas. The axpandi-
tura figures usad for satting tha safaty nat ara 15%88/89 rata
incoma plus grant, rolled forward to the aggregata total
expenditure assumed in the 1989/90 RSG sattlament.




i Column 5 daals with the non-domestic sector and shows the

percentage change in non-domastic rates which would arise from a
move to a national non-domestic rate poundage set at the 1989,/90
national averaga of 258.3p.

Department of the Environment

19 July 15898
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ILLUSTRATTVE TMPACT GOF LOCAL GOWERMPENT FIMAMCE ACT 1588
{IaEed on 198950 locol suthority ependiture and refe returms)
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CLLLSTRATIVE [HRACT OF LOCAL QOWERMEENT FrWaRCE AT T9ER
[[Bemed on TREVYD Laoal suthor iy expendiure sl "ate returmal
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.ElnTE: 1R-JUL-Ea

ILILISTRATIVE IMPACT OF Local SONERMMENT FIMARCE AT 1083
(Beeed on PRS0 Local authar ity eepondire and FiTe CE0WTE ]
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ILLLSTRATIVE CHPACT OF LOCAL COWNEPRMEONT FTRAMCE ACT 1983
(Bated on TOMSAE] meml guthor Ty senersltLcs g PECE FeTLETE)
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ILLLSTRATIVE IMPACT OF LOCAL SOVERMSENT FIMNAMCSE ACT 1083
(Basedl on VRS0 Local authority egqerdines sl Fots reborrs]
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[LLUSTRATTVE THPAST OF LOCAL SOVESWMENT FINANCE ACT ToEm
(Saead om 199990 local Jumhority evdeedlitre ol Fale el )
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DEPARTMENT OF THE ENVIRONMENT

1589 /90 ILLUSTRATIVE CAPITAL VALUE RATES AND LOCAL INCOME TAX

s Tha attached table i1llustrates tha capital wvalue domestic
rates and local income tax rates implied by current levals of
local authority ratea and Government grants. It illustrates the
sorts of bills which occupiers of properties of wvarious wvalues
could have faced in 1989/90 if, acrosa the country as a whole,
B0% of local authority rate income were raised from capltal valua
rates and 20% from local income tax. These bills are comparable
with the illustrative community charges published today.

2. Column 1 sghows for sach area the rate of capital wvalus
domestlc rates, par £1000 of rateable wvalue 1f, across tha
country, 80% of income were from capital valua ratas. The higher
rates in some areas reflect higher local authority spending in
thosa arsas.

3. Column 2 shows the rate of local income tax 1if across the

country 20% of local income from the domestic sector were from
local income tax. Higher tax rates in some areas reflect higher
local authority spending in those areas.

4. Column 3 shows tha illustrative bill with this tax structure
for a household with a taxable income of £11,400 and a property
valua of £30,000. This level of taxable income is eguivalent to
average male earnings lass tha single parscn's tax allawance.

3. Column 4 as column 3, but with property value of £50,000.




Column 5 as column 3, but with propercy value of
Coalumn & a3 column 3, buft with property wvalua of

. Column 7 shows tha rate of local income tax if 100% of income

From tha domastic sactor wara raised from local income tax.

9. Column B showa tha tax bill resulting £rom tha local income

tax rates 1in column 7, for a single adult with avaraga male
earnings and the single perscn's tax allowance.

Dapartmant of the Environmeant

19 July 1989
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TELUSTEATTVE [HPACT OF CRPITAL WALLE BASED DOMESTIC CATES COFERED JITH & Local INCSME TAX
iEmead on 19890 Local suthertry emenditore ard sale Fefarns)

Aswaming &R is funded by capitsl walue races and 20X By Local nome e,
Hlluwtrative bills ore bwesi on & tessDle {Tnoose of 2114600,
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TATE: TH-JuL—S

DLIETAATIVE [MRACT OF CARITAL WALLE MLASED COMESTIC AATRS COMEINED UITH & LOCaL comE TAM
(Casan o T9ERSD |asal muttority evoend it and rate recsres)
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'. DATE: 15-JUL-39

TLLLSTRATIVE IRPACT OF CAPITAL WALLE DASED DOMESTIC AATES COMBINED: WITH A LOCAL TMOOME THAK
(el on 198990 Local sutkerity expenditure and rate returns)

1. Assiming B s funded by capital valus rates ard 200 by locsl focoes tam.
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CATE: 1-J88

[LUSTRATIVE [AFeCT OF CAFITAL WALLE SASED IDMESTIC RATES CCEDEED WITH A LOCAL [HOINE TAX
| Bt v TR Local subthority coperdifure &wl fOTE FECETE)

Lagising A03 Sd furcked Sy cadtal velus roces el 20X by Ceesl orooss vax.
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.- TH: 19089

[LLAETRATINE IMPACT CF CAPTTAL WALLE SASED COMESTIC RATES COMBIMED WITH A LOCAL [WOCHE TAX
(Basad on T9EYS0 Local suthoricy evpend ture and FaDE reECLE)
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CATE: TR-JUL-39

[LLLSTRATTVE IMPACT OF CAPTTAL VALLE @D COMESTIC BATES (OMBCMED WITH & LDCAL INCCRE Tay
(Badad o TEERTT Lomal suihorry sxpedibure and rate returta)
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. BATE: 19-JUL~5%

[LLLSTRATIVE IMPACT OF CAPTTAL VALLE BASEH DOMERTTC AATES (OMEIMED ULTH & LOCAL INOEME TiY
[Bmgerd on 1985,90 locel surkerisy sxpenditurs and rats retuene)

1. Assuming BO0X is funoed by capital value retes and S0 by locl inooss Tax,
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JATE: TR-JuL—R

TLALSTRATTVE IMPACT COF CAPITAL WALLE BASED COMESTIC RATES OMEINED WITH & LOCN. THCTME TN

(Gased on 199S0 Locel aurherdry axpendiTure ano CENE PETLETE)
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. DATE: 19-L-89

TLLLSTRATIVE IMPARCT OF CAPTTAL WALLE BASED DOPESTIC AATES (OMBINED WITH & LOCAL [ROOME TAX
(Beaed o TRE0R] Locsl suthority expenditure snd rece returrm)
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ILLLUSTAATTVE [MPAET OF CARTTAL VALLE BASED DOMESTIC ATES COMINED UITH & LOCAL THREEWE TA
(B on T989/90 loml MTheriTy ecpendi e and CECR FRBaTe)
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TLLIESTRATVE TMPACT OF CAPITAL VALLE RASED DOMESTIC RATES COPMIIMED WiTh A LOCAL IMERE TAX
(Based on 198990 Locai authoriTy sgenciture ad rale retsrns)

1, Assuming &3 in Funded by capitel valie rates and 302 by local o b,
B, lbustrative bills are besed om o taable incoee of £11400.
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ILLLETRATIVE [PalT OF CaPTTAL MALLE SASID ooMESTIC FATES SOOAINID UETH 4 LOSEL TROoEd Tal
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DEFARTMENT OF THE EMVIRONMENT

1988/89 AND 1989/90 ILLUSTRATIVE COMMUNITY CHARGES

! Tha attached tabla shows tha full 19BB/89 i1llustrative
community chargesz beforea safaty nats published on 23 Juna 19883
and figures for 1989790 calculated on 2 comparable bhasis.

55 The figures for 1989/90 in column 2 differ from the full
1989/90 4illustrative community charges before safety nets
published today 1in that +they are based on reported total
expenditursa, This has been used as the basis of illlustrative
charges in the past because levels of block grant depanded on
total expenditura. But 1989/90 levels of block grant are fixed
and do not wary with total expenditure. This measure of
expenditure iz tharafore no longer relewvant to illustrativa
community charges or rate bills. The table is published so0lely
to Aallow comparison with figures published in earlier years.

i. Income from rates and grant is a battar basis of calculation
for illustrative charges since it anablas comparison with actual
daveraga cate bills rather than the hypothetical rate bills which

were regquired when total expenditure was used. The ifllustrative

charges take account of use of balances and are calculated more
closaly to the way that actual charges will be determined in
1990/91.

4. Large increases between yvears are mainly the result of higher
reported total expenditure by individual authorities in 13B89/90
than in 198B/89. (Some of tha increases may reflect cna off
adjustments in the final year of the old system.)

Bepartment of the Environmant

19 July 1989
DOC362LP
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SCOTTISH OFFICE
WHITEHALL LONDON SWiA 2AU

pt tﬂhfm

_ !;-ﬁﬁ Lé
The Rt Hon Nicholaz Ridley MP
Secretary of State for the Environment 5 {H'L
2 Marsham Street
LONDON 19 July 1989

o
&

LOCAL GOVERNMENT AND HOUSING BILL : EXEMPTIONS FROM THE
COMMUNITY CHARGE

[ would be grateful for your agreement and that of members of E(LF) lo
our tabling an amendment at Lords Committee Stage of the Bill extending
the present exemption from the community charge for persons in respect
of whom another person is entitled to child benefit. The particular case
which has alerted us to the deficiency of this provision is that of an
1B year old foster child who is still at school but who is, under the
present provision required to pay the community charge. To meet this
and similar problems 1 would propose to extend the exemption to include
those in respect of whom child benelit could be paid except for the fart
that they fall within certain of the categories set out in Schedule 1 to the
Child Benefit Act 1975 (Exclusions from entitlement). The specific
categories [ am proposing should be exempl are children subject to a
supervision Trequirement or in the care of & loeal authority
(paragraphs 1{b) and 1l(c) of the Schedule) and children entitled to
non-contrioutory invalidity pension (paragraph 5).

I am aware that the more vexed guestion about the possible exemption of
13 year olds at school is still under discussion between colleagues and
may mot be resolved hefore the recess, 1 am, however, concerned that
this should not hold up the more minor but nonetheless important change
| have proposed above. The amendment will not be controversial.

Copies of this letter go to members of E(LF) and I Committees.

MALCOLM RIFKIND

FABR198LS




SCOTTISH OFFICE

WHITEHALL. TONDON SWIA 2AU

N
The Rt Hon Nicholas Ridley MP

Department of the Environment r'iif,l (¢
2 Marsham Sireet 1 ||'
LONDON va )

SWIFP 3EP 1% July 1359
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LOCAL GOVEENMENT AND HOUSING E!I,L.if SCOTTISH COMMUNITY
CHARGE PROVISIONS 5 ou o

i, |
Thank you for your letter of 10 July, agreeing to the community charge
amendments. You did, however, make one proviso regarding formula
valued industries and I ean assure wyou that there I8 no gquestion of

introducing the possibility of free supplies for these industries,

Formula wvalued industries are currently exempt [rom payment of water
rates bul where these industries' premises are connected to the public

supply, they are subject to the normal metersd water charges., There is
no intention to change this position.

Due to the repeal of schedule 1 to the Local Government (Scotland) Act
1973, on which the presenl policy relies to prescribe the exempted
industries, the exemption from lability to non-domestic water rate would
ceage on 1 April 1990 and has to be restored. There will be no
precedents created for formula valued industries in England and Wales.

| hope this clarifies the position.

Copies of this letter go to members of E(LF) and L Committees.

MALCOLM RIFKIND

DHC188L1.C




! MARSHAM STREET
LONDOM SWIP IER

01-37% 1000

My raff

Your rel
The Rt Hon Malcolm Rifkind Mp

scotbish Office

Dover House

Whitehall

LONDON

5wl & July 1989

LOCAL GOVERNMENT AND HDUEIHI BILL: SCOTTISH COMMUNITY CHARGE
FROVISIONS

Thank you for your letter of 29 June in which you seek colleagues”’
agreement to a number of minor amendments which you would like to
introduce during the Lords stages of the Local Government and
Housing Bill,

I am content with the community charge amendments which are detailed
in the annex to your letter. I am also content with the amendments
to the chacrging structure for water and sewerage services which are
detailed in the body of your letter, subject to one prowviso. It will
be important in restoring an exemption for formula-rated industries
from non-domestic water rate, for your Ministers to explain when
proposing the amendment that most properites occupied by these
industries are metered, and the intention of metering the remainder
supply. This will thenp
nt for exempting for j
gland and wWales.

Copies of this letter go te members of EILF) and L Committees.
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% ]0 NICHOLAS RIDLEY

\Approved by the Secretary of State
and Signed in his Absence)




SCOTTISH QFFVLCH

WHITEHALL, LONDON SWIlA I

R M F Bright Esqg

Principal Private Secretary to the
Secretary of State for the Environment
Department of the Environment

2 Marsham Street

LONDHON

SW1P 3EB T July 1989

i r
LOCAL GOVEHNMENT AND HOUSING BILL

ASSISTANCE TO PRIVATELY LET HOUSING >

Bl s . ;
I am writing to confirm that, following the meeting of Ministers on 11 July |
to discuss the Local Government and Housing Bill, my Secretary of State
does not intend at this time to proceed with his proposal to amend the
Local Government Act 1988 to relax the conirols on Ioecal authority
asgistance to privately let housing (proposal No 6 in Mr Rifkind's letter of
22 June).

I am sending a copy of this letter to the private seeretaries of E{LF)
members.

L ’ (k. EL-J[J.J]

(]

bm L

D J CRAWLEY
Private Seerelary

MFI135L9
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I should report to vou a small but significant debate which tock
place at the 1522 Committee last night on the Community Charge:-

BRIME MINISTER

o

Richard Page raised the issue. He had never before during his

12 years in the House addressed the 1924. T1If the iz=ue 1= not
handled properly we could lose the next election and certainly
the services of many colleagues. Ewvery voter will be a Community
Charge paver. He doubted if constituents would understand the
safety net. Why should thevy pay for expensively run Councils?
The Executiwve should approach the Gavernment at the highest
level. His positicn would be all right, but he was fearful for
colleagues in the Midlands and the Horth.

Fhodes Bovscon: If we must have the safety net 1t must be paid

for by new money from the Treasury. How can one explain to
constituents that E55 - €75 will have to be paid to help run a
neighbouring Labour Council? This will go on for four years.

The safety net will cost the tax payer £850m in the first year,
and something over £2,000m cver 4 years. There must be new money

from the Treasury.

John Wheeler; We have a great problem in Westminster. We might

well lose control of the Council next May. My seat will be
greatly threatened at a General Election. It should not be
Conservative authorities which pay for the safety net, but the
tax payer.

Charles Morrison: When the legislation went through the House

same of us then expressed doubts. When the Bill went through the
House it was wvotes inside the House that were cruclal. That was
handled by the Whips. Now the worry is votes oputside the House,
I trust that al]l points made will be listened to.

-3

MARK LENNOX-BOYD
14 July 1989
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1 have discussed this with the Treasury and Inland Revenue "‘?

nfficials who advised the Lord President.
To answer first your three guestions:

(1] ACA can be claimed on elther the London or constituency

home :

ACA is exempt from income tax. This is espacial
treatment for MPs. Reimbursement of a standard charge

for anyone elge would be a taxable benefit;

there will bes no persomal charge reimbursement at
all under ACA. This is because ARCA relates only to
additicnal expenses away from the main residence (to
which personal charge must by definition relats).
But it is possible that the main residence for ACA
purposas, which ig5 the HMNP's alection, could be
different from the main residence for charge purposes,

That is the Registration Officer's election.

This does not assuage my concern over the sensitivities

of the issuve:

standard charge 1is likely to be a contentious issue
next vear. There will be plenty of hard cases ([eg
pensioners paying 5 or 6 times as much for a fixed
caravan compared with rates). Scotland points the

way;

i

CONFIDENTIAL




CONFIDENTIAL

in this kind of context, public knowledge that MPs
and Ministers were being reimbursed would be at best
embarrassing; at worst damaging;

the Government has adopted a clear policy not to
reimburse community charge in situations where rates
were reimbursed because it 1s a personal tax rather
than a tax on property. For example, the Armed Forces

will have to pay commuanity charge whereas they have

not paid rates on Service quarters (plenty of likely
standard charge casess therea). It is also a live
and contentious issue in current discussions on Police
Rent Allowance, within which rates have always been
reimbursed. Although these cases relate essentially
to persaonal charge, I cannot see that there is any
sustainable legal difference between this and standard
charge (as opposed to the relevant c¢onsiderations
which apply to one or the other] (extract from Act
attached) ;

there must at least be an element of doubt whether
the ACA resolution (copy attached) ecan, without
amendmant, be used to repay a tax as if it was an
'expense', At the wvery least, this is an area where
the Government is wulnerable te legal challenge, for
example from & high-minded Labour MP., The policy
decisions on the Armed Porces and Police would hardly

help the Government's case;

at worst,; one might even envisage a concerted effort
by the Opposition, having imposed its own self-denying
erdinance on its MPs, challenging the Government in
the Courts for refunding its own MPs and Ministers
a tax not an expense. Win or lose, a case of that
kind would obwviously have damage potential, and would

be entered into with that in mind




TAL

There 1s <learly a balance of risk here. My feeling is
that opponents of the Government will be so anxious to sesk
to embarrass it over community charge (cf. the Gresnwich
laaflet case), that any potential weak spot will be attacked.
There 1s clearly a weak spot here; presentationally if not
legally. 1t would seem prudent to consider, at least at
the outset, a self-denying ordinance upon Ministers, so
that they do not reclaim any standard charge under ACA.

But ahead of that, it would I think be wise to seek +he
Attorney's advice on John Wakeham's letter, to be sure
whetner the qualitative distinction he sceks to draw between
personal and standard charge is sustainable in  law., TE
not, I would have thought the Government has no realistic
option, in the light of the Police and Army cases, but to
block all standard charge reimbursement under ACA. Amending
the Resolution to that effect would, incidentally, put the

Dpposition on the spot!
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co 41 Local Government Finance Act 1688

L{1)"A person is subject o a charging authority's perional
commumity charge on any day if—

() he is an individual who is aged 18 or over on the day,

(b) he has his sole or main residence in the area of the authority at
any time on the day, and

(€) he is not an exempt individual on the day.

(2) Schedule ] below shall have effect to determine whether & PECSON 15
ior the purposes of this section an exempt individeal on & particular day.

(3) In deciding whether a person has his sole or main residence in an
area, the fact that he does not live in g building is irrelevant.

{4} If a person's sole or main residence at a particular time consists of
premises, and the premises are situated in the areas of two or more
authonties, he shall be treated as having his sole or main residence in the
area in which the greater or greatest part of the premises is situated,

(3) A person undettaking a full-time course of education and resident
in England and Wales for the purpose of under(a king the course shall be
treated as having his sole or main residence. on each day of the course, in
the place where he is rasident for the purpose of undertak ing the course.

(6) A person detained in legal custody (other than an individual for the
time being exempt) is not to be treated as aving his sole or main residence
in the place where he is detained.

3.—1}) A person is subject 1o a charging authority’s standard
community charge cn any day if he has at any time on the dav a freehold
interest in the whole of g building, and the following conditions are
fulfilled as regards the building throughout the day—

(@) 1t is situated in the authority's area,

{b) it is not the sole or main residence of an individual (construing
sole or main residence in accordance with section 2 above),

(c} it is domestic property,

(d) it is not designated for the purposes of collective community
charges of the authority,

(2) it is not divided into self-contained parts, and
) 1tis not subject (as a whole) to & single relevant leasshold interest.

(2) A person is subject 1o & cha reing suthority’s standard comm unity
charge on any day if he has at any time on the day a relevant leasehold
interest in the whale of & building, and the following conditions are
fulfilled as regards the building throughout the day—

fa} the conditions mentioned i subsection {1){a) to (e) above, and

(B} thecondition that it is not subject (asa whole) to a single relevant
leasehold interest inferior to his interest.

{3) A person is subject to a charging authority’s standard community
charge on any day if he has at any ume on the day a freehold intersst in
the whole of a sell-contained part of a building, and the [ollowing
conditions are fulfilled as regards the part throughout the day—

(a) the conditions mentioned in subsection (1)iz) to (d) above, and

(b} thecondition that itis not subject (25 a whole) to a single relevant
leasehald interest.
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Uvemight expenses allowance

(2) provision should be made for Members of this Honse who are Members for
coastituencics other than those specificd in the Schedule <ot out below 10 recerve an
allgwance in respect of additianzf erpenses necessanly incurred by any such Mcmber ia
staying overnight away from his saly or maissresidence for the purpase of performing
his parliamentary duties as follows, that = to L2y~

(a) where his ooly or main residence is in the London area {that i3 to say,
the arca cansisting of jhe conutituencies specified in the Schedule se
out below), parliamentary duties performed in his constituency;

() where his only or main revidesce i in his constifuency-—

(1) parhameptary duties performed in the London area, cxcepd in the
case of any such Member whose salary a5 3 Member is determined
in accordance with paragraph (b) of the Resolution passed this day
with respect to remuscration of Members {2 this paragraph
referred 10 as an "excepied Member’), and

{(u} parbiameniary duties performed i a part of his constituency where
a stay avernight i reasonably necessary in view of it distance
from his only or main residence:

where bis only or main residence is neither in the Londoa ares nor in

bis constituzney, and he is an cxcepied Member, parliamentary duties

perlormed o his constiisency,

where his only or main residence is seither in the London arca mor in

his constitu€ney, and he it aof an excepled Member, then (ar the

option of the Member, to be exercised by notice in wriiing 1o Lhe

Fees Office) either--

(1) parliamentary duties performed in the London area, ar

(4} parliamentary duties performed in his constituency:

fcTa 1588 5. 200

o e =

I & : Expenacy ol
;0. An allowance— syl
{4) which is paid 10 8 Member of the House of Commons; end ParEament,

(%) for which provision is made by resolution of that House, and

{¢h which s expressed to be in respeet of al.‘I-:.-'.u:naE _ tnl_:-:lns.:s
necessenily incurred by the Member in staying uw:_:':::g}). awey
from his only or main residence for the purpose of performing
his parfiamentary dutizs, cither in the London area, as defined
in such o resolution, or in Ris ¢constituency,

o A
mnﬂl be rezarded &5 income for any purpose of the Inceme Tax Acts.
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LOCAL GOVERMMENT AND HOUSING BILL: SCOTTISH COMMUNITY CHARGE
PROVISIONS o BB

Thank you for your Letter of 29 June in which you seek colleagues’
agreement to a number of minor amendments which you would like to
introduce during the Lords stages of the Local Government and
Housing Bill.

1 am content with the community charge amendments which are detailed
in the annex to your letter. I am alse content with thea amendments
to the charging structure for water and sewerage garvices which are
detailed in the body of your letter, subject to ane provisa. It will
be important in restoring an exemption for formula-rated industries
from non-domestic water rate, for your Ministers to explain when
propesing the amendment that most properites occupied by these
industries are matered, and the intention of metering the remainder
provided that they are connected to a water supply. This will then
avold creating a precedent for exempting formula-rated industries
rom water charges in England and Wales.

Copies of this letter go to members of E(LP) and L Committems.
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ﬂj NICHOLAS RIDLEY

(Approved by the Secretary of State
and Signed in his Absence)
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ETANDARD COMMUNITY CHARGE
[Letters to Mr Ridley from Mr Rifkind of 8 and 29 June
and from Mr Walker of 20 June; letters to Mr Rifkind
from Mr Moore of 20 June, from Mr Ridley of 23 and 6
July, and from Mr Major of 3 July.]

DECISIORS

The standard community charge is the charge levied on second

homes, which can be at a rate of up to twice the personal

community charge for the area. The standard chﬁ;%e ia
—

controversial in Scotland whare all but twe authorities are

charging the maximum. Mr Rifkind wishes to reduce its impact. He

e

has four proposals.

2. Pirst, Mr Rifkind proposes that he should take power to
prescribe the number of personal charges levied on second homes,

up to a maximgm-EE:;Hn. In itself this should be uncontroversial

_._.__ ]
since similar powers already exist for England and Wales. The

i

problem is the use which Mr Rifkind intends to make of it. He

clearly wants to set a maximum of one perscnal charge in
Scotland, so that the standard charge is at the same level as the
personal charge. Both Mr Ridley and Mr Walker oppose such a

reduction in the standard charge.
o g Mr Rifkind's other three proposals are:
to exempt domestic property which is both unoccupled

and unfurnished from the standard charge. Mr Major is not
in favour of this;

ii. to provide a "period of grace" befora properties which
g furnished but unoccupied |
charge;

CONFIDENTIAL




iii. to make self-catering holiday accommodation subdject to
non-domestic rates rather than the standard charge. A

Efmilar change is proposed for England and Wales, seo this

—

proposal is uncontroversial.

4. Mr Ridley has suggested an alternative approach: the

standard charge would stay at a mnaxXimum of twe but local

authorities would be given more discretion to reduce or remit the
charges to deal with hard cases of the sort Mr Rifkind ocutlines.
This would apply throughout Great Britain. Mr Walker and Mr
Major have made similar suggestions. BDut Mr Rifkind is unlikely
ey

J- to be satisfied. At heart the main issue is whether Mr Rifkind
should be permitted to reduce the standard charge in Scotland
alone, or whether he should be asked to accept Mr ERidley's
proposal to give local suthorities power to relieve hard cases.

BACEGROUND

5. The Green Paper "Paying for Local Government" proposed that
owners of second hn?es should pay a standard charge egquivalent to
two personal community charges. Mr Rifkind subseguently proposed
Eﬁat the standard charge should be set at only one personal
charge. E(LF) rejected this but agreed that each lqé:I-authurity
should have discretion to set its standard charge at between one

— e —
and two personal community charges (E(LF) (86)1st Meeting).

MAIN ISSUES

A different rate for Scotland?
6. Mr Rifkind believes that the standard community charge is
bearing too heavily on many property owners in Scotland. He says

that about 85,000 properties have been registered for the charge,
although there are estimated to be only about 19,000 genuine
second homes in Scotland (the rest may be for “instance empty
local authority housing or houses which are empty during changes

of ownership or cases where elderly pecple are convalescing 1in
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their relatives' homes or where people in tied housing have
bought properties for their retirement). The Etandard charges on

these properties are mostly well above their previous rate

bills, in some cases as much as 10 times as high. Only two local
authorities have exercised their discretion to set the standard

charge at less than twice the personal charga.r Mr Rifkind wishes
to respond ta these pr

andard charge in oktls 0 a seingle pers charge.

T This is opposed by Mr Ridley and Mr Walker. They fear that
they would be obliged to follow suit in England and Wales, and
that this would provoke opposition from local authnrifiéﬁ {(vho

usa the income from second homes te reduce the perscnal charge)
and the Cpposition. It would be particularly controversial in
Wales. More generally it might be seen as an unwarranted
concession to wealthy second-homa owners. Mr Moore has also
pointed out that if reduced income from standard charges means
higher parsonal community charges there will be a housing benefit
cost ({although the cost would be fairly modest if a lower
standard charge applied only in Scotland: perhaps some £2m).

8. Mr Ridley's alternative of giving more discretion to local
authorities is unlikely to satisfy Mr Rifkind. He will point out
that the local authorities already have discretion to set a lower
standard charge, but are not using it; and that second homes do
not appear to attract the same controversy in Scotland as in
Wales or parts of England. You will wish to decide whether it
would be possible to let Mr Rifkind reduce the standard charge to

a single personal charge in Scotland without doing the same in
England and Wales.

Empty domestic properties

9. Mr Rifkind makes two proposals about empty property: to

exempt unfurnished empty property from the standard charge

altuq&ther;_&nﬂ to provide a period of grace (probably 3 months,

but extendakble at the di;ﬁretfaﬁ of the iucal authority) before
CONFIDENTIAL
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the charge applies to furnished property which becomas wvacant.
-

These proposale are designed to meet some of the hard cases which
have arisen in Scotland. The disadvantage with remitting the

standard charge in qempty properties is that it reduces the

incentive for owners to bring them back into use, particularly in

areas of housing shortage. The trend under the rating system in

recent years has been in the opposite direction, towards the

rating of empty property. But Mr Hidley-Eﬁcngnises that there
may be cases where this is inappropriate. He therefore favours

giving local authorities more discretion to remit standard
charges where they decide it is appropriate. Mr Major has taken
a similar line, and opposes any outright exemptions from the
gtandard charge. wis to ec o [=

statuto eliefs for empt

favours; or to give local authorities digscretionary powers as Mr

wWwol raf

Self-catering holiday accommodation

10. Mr Rifkind proposes that all self-catering holiday
accommodation which is genuinely available for letting should be
subject to non-domestic rates rather than the standard charge.
A similar amendment in the law is proposed in England and Wales.

E(LF) should ba able to agree this without difficulty.

LEGISLATION

11. Both Mr Rifkind's proposals and Mr Ridley's alternative
would reguire legislation by way of amendments to the Local

Government and Housing Bill, probably during Lords Committee

stage, starting in mid-July. You may wish to check that the

ET J WILSON
Cabinet Office
7 July 1989
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FRIME MINISTER

MEETIRG OF E(LF): TUESDAY 11 JULY

Thara are three items for E(LF) next Tuesday. I am afraid
there is rather a weight of papar ia tha folder, but this
minute is dasigned to guide you through it. #Watsrial on itenm

2 has kindly been provided by Carcline,

b

the third o the discussions you have had over the

5ix months or so on homelesssness., The paperd are:
- main paper by Nicholas Ridlay
= Cablinet Qffice handling briet
note from the Policy Unit, suggesting it is important
to address tha issuas covered by Wicholas Ridley but

praoblem aof rootless youngsters.

2 Planpming Appeals and Chargeas

The main paper=z ara

rlag D - latast minute from Hicholas Ridley

Flag E
Flag F Sinclair's veary

At Ehe back of the dividar are also some conkbribution:

xther Hinisters, which you orobably do not aead o

The main issue is whether charging [or appeals should be
introduced solely o England or also la Scotland aad Wales.
There saams no rfsason why charging should not Be introducad in
england alone but it may be that Scotland and Wales can be

parsuaded to follow suit. The main stumbling blocks Eor
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Mr. Walker and Mr, Rifkind appear ra be concerns thae tha
Treasury will not allow chargag s 28 used by the Planning
Inspectorates tq *HAProve service; and that charging will be 4
disincentive to QUsinesses and homeownars .

firet, the Treasury hava Dean pogitiva in discussjﬂhs
for tha Planning Inspectorata in England. op tha sacond, tha
Sainsbury Zroup have responded positively tg Proposals to
Lnteoduca charging pProvidad they are linked to pogitiva
lomprovements in Pecfarmance, va- i Wish to explara the
fe2liag on this at Mondayis r Sainsbury Group maating;
and to oress in an Tuesday for a clagr COmMmliment to tha

09I chargas tg pesicive IMprovarentc s 10 tha parformancea

Planning Insp&cta:a:e, i potential aAraz pf Compromise

Ecale of tha charging. mr, Ridlay wignas L2 covar
CosSt of processing appeals,

e Plaaning Bill in the naxt Jassion,

Z"l'-_'ﬂ‘.-IEi"’J?+

x atandard Communi ¢ charge

You saw some of the papars on this subiject lagt weekand, and
dacidaed = ghouald be added ta the E{LE] agends ,

Tha main Papars are:

Flag G - Cabinat DEfics brisf, which very helpfully decails

the main igsues from tha massg g ministarial 2xchangas.,

Flag H - John Mills® Hote, which you saw last weekand.

4L the baek of the divider arae the varisns ministarial
rECNANges, out these ara VErY hard work ta oleugh thran

I do not SRink SO0 need bothar with them; =ha

ana 4 should suffice.

PALOL GRAY
7 July LY8%9

SL2AN CONFIDENTIAT.
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STANDARD COMMUNITY CHARGE __ | f— o

Thank you for your %;tf;& of 29 June in response to mine of 23 June.

I certainly could not ocbject to your having the same powers as are
available to Peter Walker and me to prescribe maximum multipliers
for certain classes of property. I would, however, still find great
difficulties with any proposal to use this discretion to set a
maximum multiplier of 1 in respect of any significant proportion of
community charge properties. This would lead to great pressure on
Peter and me to do the same in England and Wales, but there would be
severe difficulties in our being seen to soften the effects of the
charge in the case of people who would be represented by our
opponents as a privileged class. While, therefore, I should be
perfectly content for you to take the power to prescribe maximum
multipliers, any specific propcsals to exercise it in a way which
differs form the situation in England and Wales szhould be the
subject of consultation with E{LF) colleagues in the normal Way .

From your letter it appears that there may be some misunderstanding
of the nature of the proposal set out in my letter of 23 June. I was
not suggesting that local authorities should have a discretion ta
remit or reduce the charge in individual cases. What I have in mind
is a power by regulation to allow local authorities to make schemes
under which people who fall within the terms of the scheme would be
entitled to a reduction or remission of the charge. The regulations
themselves could contain provisions on the fair and equitable
application of such schemes, and I imagine that we should give
general advice on how we see the power being used. Although it would
be important to provide safeguards to ensure the power was not
abused. I do not think we would want toc be as prescriptive as to the
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classes of circumstance which would gqualify pecple for a reduction
OI Cemisslion as you Are suggesting. This is something which would be
for individual local authorities to decide in the light of the
criteria they had decided to adopt.

While I accept, of course, that local authorities have discretion
now, the point is that if they exercise it they benefit all second
home owners. Under my proposal an authority would be free Eo set a
standard charge multiplier of 2, but would be able to set a lower
multiplier for certain categories of property within the various
classes. At the moment authorities can claim that the system is not
flexible encugh to enable them to be generous, and can blame the
Government. Making the standard charge more "fine-tunable" would
enable us to say quite genuinely that the remedy in particular sorts
of cases lies in the hands of the local authority.

It follows that since I am not proposing a “hardship" reliaf to be
operated in individual cases, the point you make about rebates does
not really arise. It is worth making the point, however, that there
are, of course, no rebates for the standard charge.

I think it would be undesirable to exempt all unoccupied and
unfurnished property from the standard charge. We could, I think, be
criticised if we adopt a poliecy which encouraged people to leave
domestic property lying idle. The advantage of my proposal is that
it would allow authorities to provide relief, if they wished, for
propecty owned by people living in accommodation which went with
their job, or property subject to a standard charge while an elderly
person was belng cared for by relatives or any of the other kinds of
case which currently give rise to difficulties.

My proposal would also cover your suggestion that the existing
period of grace provisions should apply te properties which are
unoccupied and furnished. An authority would be able to provide any
relief which seemed appropriate, without necessarily providing a
windfall gain to every owner of such property.

So far as holiday homes are concerned, I am proposing that
commercially available heliday accommodation should in general be
rateable as non-domestic property, except in cases where
self-contained units of property are available for commercial
letting for less than 140 days in the year. But I would see no
difficulty in your making provisions which differad slightly in the
details if you were so minded.

I short, I believe, that my proposals would provide a solutien to
the difficulties you identify, provided authorities made sensible
use of the discretion available to them, It would be for the
authorities themselves to justify any decision not te grant relief
to people in circumstances which gave rise to controversy. It would,
in my view, be better to take this approach than to involve
Hinisters directly in making decisions on which reliefs should or
should not be offered. 1f, in the longer term, it becomes apparent
that the standard charge is still giving riee to difficulties then
we could consider a more direct use of powers to prescribe maximum
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multipliers (which, as I have said, I should be guite content for
you to take). But I de neot think we should go down the road until we
have tried the alternative apprecach I have suggested.

I am sending copies of this letter toc members of E(LF)} and to
Sir Robin Butler.

o= Ly
A

—
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w}é A Iil '
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|PPHICHGL.FLE RIDLEY

(Approved by the Secretary of State
and Signed in his Absence)
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MR. MILLS
Policy Unit

MPs AND COMMONITY CHARGE

In your minute of B July vou argue that there could be
controversy if MPs have their standard charge reimbursed. You
describe this as "a fair likelihood"; it seems to me that it
is almost bound to happen in most cases. My understanding is
that MPs, other than London MPs, can claim ACA in respect af
aither their London hom= or their constituency homa. Domestic
rates are one of the costs allowed. I understand this is npet
taxable becaunse it Is traated as the reimbursement of an
expanse rather than the payment of a taxable bapnafit. MPg
are, of course, paying rates in respect of their main

rezidence.

It seams to me that the standard charge simply replaces rates
in this system. For those on short laases thara iz a
difference in that the rent and the standard charge are
disaggregatad whareas they are lumped together at present. In
theory the total should not change.

One nuance not broaght out in the Lord Prasident's letter is
Ehat if an MP and his wife both come to London in the weak and
then both return ko the constituency at the weekend they will
pay two community charges and one standard charge. IE their
practice is that the MP comes to London in the wesk and his
spouse stays 1a the constituency all w=ek and he rceturns at
weakends they will pay one community charge in sach location.
This, of coursa, could be a considerable saving. I would
argue that they should not be allowed to claim against ACA the
personal charge levied in whichever is designated as the
second home. I conclude therefors that, either by
legislation, or by self-denving ordinance, no personal charge
should ever be claimable against ACA but that standard charges
should be.

On Crown property I think yvour explanakion is clearer than the

Lord President's.
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I will check the positicn in rzlation te the Royal Palaces.
know there L3 & difficulty on the Boyval Bstates where the
agricultural workers are employed on terms which are net of
rates. In order to leave their employees net pay unchanged
the Estate has to increase pay not only by the amount of the
personal charge buat by that amount grossed up for tax. In
addition the Estate may nead Eo do the same for the worker's

wifa as wall.

Tha issue of standard charges i3 on the aganda for E(A) on
Tuasdav. Could we have a word on Monday about whether te
advise the Prime Minister to raise this. Could you in tha

meankime check with the Lord President's OFEfica:

{i) that ACA can be claimed in respect of either the

London or constituancy home;

{ii) %that it is not treated as a taxable benefit at
nresant and that reimbursement of the standard charge would

rigct be sither; and

{111 that where the MP and spouse liva apart in the week
here i3 no guastion of claiming the personal charge at thae

second residance.,

51

[ ANDREW TURNBULL)
§ July 1989
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ANDREW TUBRNEULL 6 July 1989

MPs AND COMMUNITY CHARGE

3

.-. -l,.:._.-.

John Wakeham's Lgffﬂf of 5 July to Nicheolas Ridley needs

very careful consideration, especially with regard to the
pogition of Ministers in relation to payment of standard
charge. There are also guestions ‘as to tax treatment of
reimbursements.

To the extent that standard charge becomes a contentious
igsue 1in England next year, as it has done in Scotland,
Minieter with constitunencies outside London ocould be
potentially wvery embarrassed if it emerged that they weare
getting standard charge reimbursed. [The sama goeg for
MPs). In my judgement there is a fair likelihood of this.

The scope of the existing ACA reimbursement is likely to
widen since standard charge would arise not only on freshold
gecond homes, but alse those rented on lsases loenger than
gix monthse (on which it may be that rates are not now
separately charged by the landlord). For some Members,
the guestion would alse arise of reimbursement of the
collective charge. Thus it quite possible that the

Resoclution on ACA will have to be amended anyway.

The guestion alsec arises whether reimbursement of standard
charge would not be a taxable benefit? I recall that this
was the advice regarding reimbursement of the personal charge
of those in the Cheguers tied cottages. I presume that
reimbursement of standard charge to MPs would fall to be
treated in the same way. Advice from the Inland Revenue

is obviously needed.

CONFIDENTIAL
1




CONFIDENTIAL

What John Wakeham says about Ministers living in Crown
Property seems to be misleading, If Ministers have their
sople or main residence in a Crown building they are liable
to personal charge in the normal way. By definition, the
standard charge gpbligation arises on an indidividual (which
could be the Crown) as a result af a freeshold or leasehold
interast in domestic property not used as a sole or main
residence. I do not see therefore how a standard charge
obligation could fall on a Minister by virtue of his living

in Crown property.

But if what John Wakeham means is that such Ministers would
have their personal charge met from publie funds then that
would clearly be a taxable benefit, other sensitivities
aApart. The Justification for any such reimbursement,
however, does not look strong.

Indeed, 1f E(LF] noxt week confirms the senmitivity of the
whole issuwe of standard charge in relation to Ministers,
the Prime Minister may wish to consider a self-denying
ordinance upon them all so that none reclaim any standard
charge under ACA.

Separately, all this prompts me to ask whether the Palace
has received any guidance on these difficult subjects.
The Queen apart (I think), all residents of the Palace and
ather ERoyal residences will be liable teo personal charge,
thus possibly giving rise to the reimbursement/taxable
benefit lssue, Standard charge will also arise in respect
of buildings not held by the Queen in right of the Crown.
There is scope for embarrassment in that the charge arising
on, say, Sandringham 15 likely to be wvery significantly
tower than the current level of rates. I imagine this has
already happened with Balmoral.

s bs_

JOHN MILLS

CONFIDENTIAL
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RSG SETTLEMENT 1990-91: SAFETY NET AND ILEA SPECIFIC GRANT
[Minutes from Mr Ridley (dated 5 July) and
Mr Baker (dated 3 July))

DECISTONS

E{LF) discussed the safety net briefly on 22 June. Members were
invited to put any further thoughts in writing but none has done
so. Mr Ridley's minute reflects his further discussions today
with you and Mr Major. Yoy may wish to reach decisions on:

- g gr the safet gt. If theoe are
agreed, the next formal step is for the outcome on the whole
grant settlement to be reported orally to the public
expenditure Cabinet next week, 12 July.

1i. speeific grant for JLEA. Mr Baker's note gives more
details about the grant which E{(LF) agreed last time.

iii. legislation. The two new specific grants - for low
rateable wvalue authorities and for ILEA - require
legislation. There is a procedural gquestion about whether
the one for low rateable wvalue authorities can be done in
the House of Lords.

iv. announcement. Mr Ridley is likely te want to announce
the grant settlement on or around Monday 17 July. Presumably
he will also announce the decisions on the safety net at the
same time.

HEW SAFETY NET
2. The new arrangements for the safety net which you discussed
this morning are as follows.

CONFIDENTIAL
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. The general safety net would give partial protection to
losers in 1990-91, not full protection as originally
proposed. Losses of £25 par adult would be allowad to cone

through.

ii. This protection would be financed by removing 53% of

e ——— e

gains in all gaining authorities in 1990-%1, allewing them
to keap 47% of their gains.

i

iii. In addition, there would be a new specific grant to
give additiona protection o loy ateable -

mainly in the North (eg Pendle, Rossendale).
H___|

Thi=s would meet their lesses of £25 per adult under the
safety net, at a cost of about £100m in 15%90-31. This would
be new money, increasing the AEF total to E£23.1 bn. The
grant would be phased out over 5 years, with nothing payable
by 1935-95.

iv. There would also, as already agreed, be a gpecific

grant for education in inner London, again costing £100m,
paid on the basis proposed by Mr Baker.

. 1B The effects of this package are illustrated in the naw
(simplified) table attached to Mr Ridley's minute. This shows
that most losers will be worse off than under the original safety
net, by £25 per adult. But those authorities with the lowest
rateable values will see no change in their position because of

the new specific grant. Most gainers will be better off, because

they will now receive 47% of their gains in 1990-91. But wvery

—

large gainers (eg Westminster) will be worse off because of the

removal of the £75 maximum contribution to the safaty net.

—

= = —

- s

4. You will want to invite E(LF) to endorse these agreed
proposals and invite Mr Ridlev to put in hand the necessary

detailed work.




ILEA SPECIFIC GRANT

5. Mr Baker's minute sets out more details of the spacific
grant proposed in Mr Ridley's earlier paper (E(LF)(89)3) to ease
the abolition of the ILEA in 1990-81 and subseguent years. The
main features are:

i the specific grant would be paid for five vears from
e
1880-81 to 1994-95;

ii. £100m would be paid in 1990-91, from within the AEF
total. Thereafter the grant would be reduced progressively.

e——.
Mr Baker givea illustrative figqures of £70m, E£50m, £20m and
£10m for the remaining 4 years;

iii. the grant would be distributed between boroughs on the

basis of a gtable formula, not as a percentage of spending.
The formula requires further work.

6. I understand that Mr Ridley and Mr Major are content with
these proposals. E(LF) will probably want to endorse them.

LEGISTATION

y I The new specific grant for low rateable value authorities in
the North would require legislation. This would need to be
introduced in the Lords by way of amendment to the Local

b e

Government and Housing Bill. We understand that this may cCreate

difficulties with Parliamentary procedure because the provisions

are financial. You may wish to seek the Business Managers' views.

_._.___.- L] I3
(Mr Baker's proposals for the ILEA specific grant would also

reguire legislation, but only in the form of a minor amendment to
extend the scope of an existing powear: this is not expected to
cause difficulties.)

HANDLING
8. You may wish to ask the §Secretary of State for the
CONFIDENTIAL
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Environment to introduce the new proposals, followed by the Chief
Secretary, Treasury. No other member of the Sub-Committee has
taken up the invitatien to put forward views in writing altheugh
some gervice Ministers may wish to comment. You will wish to ask
the Bysiness Managers about the legislative implications.

.

RTJ WILSON

5 July 1989
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I a Poen b
MPs AND COMMLINITY CHARGE

As you are aware, MPs with constituencies outside London can claim against the
Additional Costs Allowance [ACA) for the reimbursement of rates on a second home if
they need one for the purpose of performing their Pariiamentary duties.

When rates are replaced by community charge in England and Wales it is likely that
Members will pay a standard community charge in respect of the accommodation for
which they currenily claim rates on ACA.

| may advise the Fees Office 1o accept claims for the reimburserment of standard
community charge in the circumstances where they would have previously accepted
claims for rates.

| think that this can be ring-fenced against other groups trying to claim reimbursement
of the personal charge because Members will already be paying a personal charge in
respect of their main residéences. There can be no question of reimbursing this.

A secondary justification is that a distinction can be made beiween the personal charge,
with its characteristics as & personal tax, and the standard charge, where the lability
derives from a legal interest in the property and can, therefore, be considered as a tax
on property like rates.

Lastly, my legal advice is that, as it stands, the Resolution on ACA would permit the
reimbursement of standard charges but not personal charges. The Resolution would have
to be amended if we wanted 1o block the reimbursement of standard charge. | should
ot welcome the prospect of getting this through the House, especially as the standard
charge in Westminster may be amongst the highest in the country, and it has been
decided that Ministers living in Crown property will have their standard charge met
from public funds. The explanation (that this follows because they have no legal
interest in the property), is unlikeiy to cut much ice with backbenchers.

I therefore hope you can agree to my propesal. 1 am copying this to the Prime Minister,
Malcalm Rifkind, Peter Walker and other members of the Cabinet.

¢ g
'\-\.4

JOHN WAKEHAM

The Rt Hon Nicholas Ridley MP
Secretary of 5tate for the Environment
Department of the Environment

2 Marsham Street

LONDON

SWIP 2ER
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1989 GRANT SETTLEMERT

At our meeting of E(LF) ngﬁilﬂﬂﬁne it was agreed that I should
look for an alternative to the term '"needs gramt': in the same
way as I had done for the other key terma in the grant
settlement. I am writing now to let you know my prefecrrced

alternative.

The atatutory name will remain Revenue Support Grant. That name

will, therefore, appear on the annual report and on any other
statutory document. What we are locking for is a more colloguial

alternative that I can use in speeches etc,; that is easily

-—l—"'_ -
remembered and will convey something to the man in the street. I

have concleded that the best term is '"Standard 3pending Grant'.

—

This will f£it in with the other terms wWe have agreed. We will

have Total Standard GSpending ECor aothorities 1In  aggregate,
Etandard Spending Asscsaments for each individual authority,; the
Community Charge for Standard Spending (CCSEN) and Standard
Epending Grankt. Moreover it is an accurate descripticon of what
the grant does: it supports spending at the atandard level but
spending above that level is not supported by grant at all. 1t
makea it very clear that grant is linked only to our assesament.

not Eo authorities own budget decisions.

I am copying this to other members of E(LF). I shoguld be glad of
a guick response on this point, as I shall need to include these
new terms in my July anncuncement about the Settlement.

W=
=y

PP WR
_EE}July 1589

(Approved by the Secretary of
State and signed in his absence)




CONFIDENTIAL

Prime Minister

REVENUE SUPPORT GRANT SETTLEMENT 19%0/791: THE SAFETY MNET
: Ve

—
&1 -"I

Following our discussions at E(LF) on 22 June, I have given further
thought to the form of the safety net. No other colleague has made
any comment but I have discussed the matter with Johm Majer. 1 am
writing to let you know what he and I now think would be our best
option.

I continue to think that it is reasonable for some of the losses
which will be experienced on moving to the new system to come
through in the first year. As I said before, E25 seems to me to be
the sort of amount everyone could be asked to bear. 1In the same way
I think that the smaller and medium size gains ought to come through
to a greater extent than under our original proposals.

The proposal which best meets these broad objectives is the safety

nat for the first year shown in column 7 of the table attached to my
paper E(LF)(89)4. This allows through up to £25 of losses, but
glwves full protectionm for all losses above that. This protection is
paid for by gainers contributing 53% of their gains, so the big
gainers contribute more than the small gainers. Every gainer
retains some of their gain. (The heading to column 7 of the table
erconeously showed gainers contributing 57% of gains.) Using new
data may change this figure again slightly.

I have illustrated this option in column 3 of the attached table,
but with a further refinement to address a particular problem John
and 1 have identified. This is that most of the losses will be born
in the Morth, while most of the gains come through in the South of
England. In many areas of the North, average rate bills are low
because rateable values are low. A £25 loss would be a greater
proportionate burden for those areas than elsewhere - and one which
they are not expecting to bear.




CONFIDENTIAL

A simple way to help would be to prevent any loss feeding through in
the worst hit areas. I have illustrated how charges would look if
wae offered full protection to areas where the average rateable value
per domestic hereditament was very low, below £135, tapering to neo
extra protection in areas with an average RV of E150 or more. About
50 authorities would benefit from thiz refinement — a list iz at
annex B,

In the exemplifications, I have assumed we would offer this extra
halp by way of a specific grant costing E£100 million. John Major
has reluctantly agreed to a corresponding increase in AEF to £23.1
billion. This would complement the £100 million we are proposing to
give to Inner London. It would be extra money to deal with a
particular problem; it would mean we could phase it out in whatever
way we thought best. I shall want to consider the most appropriate
way of phasing it out over the five years which I think is the right
period. But I think it would be better not to announce details of
the phasing out yet; 80 as not to tie our hands. But it does have
the disadvantage that we need to take new powers, by amendment while
the Local Government and Housing Bill is in the Lords; there may be
procedural difficulties in dealing with a financial measure of this
kind in the Lords.

I would propose to include in my July announcement an ocutline of the
proposed new form of the net. The £15 maximum loss figure would be
firm but the exact percentage of gains needed to pay for it can enly
be worked out in the Autumn. I would also propose to mention the
extra protection for low BV areas.

I am sending copies to members of E(LF) and Sir Robin Butler and I
invite colleagues to endorse my proposals.

ﬁf— N E

#
4 July 1989
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BATE: S-JuL-B9

. ILLUSTAATIVE 199091 COMMUNITY CHARGES WITH SPEMDING AT £32.8n

KEF £2% _1bn, of uhich £X0n for specific grents. Gross Total Standsed Spending 852 Bbn
DOE E[LF) Standard Spending Assessmenl Packags
Inner London charges reduced by £100m [LEA specific grant

1990,9 charges rocuced by £100n specific grant in Llosing areess with low domestic RV per heradilasent
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. TLLLETAATIVE 100041 COMMUMITY CHARGES WITH SPERDING AT £32_ 8o

AEF &7 1bn, of which £90s for specific grants. Gross Totasl Standard Spending &2 Bhn

DDE E{LF) Standard Spanding Aseessment Package

Inner London charpges reduced by £100m ILE, specilic grant

T#0y™ dherpes raduced by £0R specilic grant in losing aress with low domestic & per heredi tosent
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. TLLLETRATIVE 990,57 COMMUNITY CHARGEE WITH SPEMDIMG AT £32. Bbn

AEF £7% Mbn, of which £90w for specific gronts. Gross Total Standsrd Spending O52.8bn

DOE E{LF) Starelard Sperding Actessmant Packogs

kmner London charges reduced by £100m JLEA speciTic grant

TF darges reduced by £100m speciiic grant in Losing ereas with low cieesThc BY par hered| Tament
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. TLLISTRATIVE $950,%1 DOMMLMITY CHARGEE WITH SPEMDING AT £32.8mn

AEF £ _\bn, of wirich £200a for specific grants. Gross Total Standsrd Spending £52.B8n

DOF F{LF) Standard Spending Assesomert Pactage

Immer London charges reduced by D100m TLEA specific grant

192091 charges reduced by £100m specific grant n Losing aress with Low domesstic BV per heredi tesent
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BATE: S-Ju-B¢

. TLLLETAATIVE 100057 COMMIMITY CHARGES WITHM SPERDIMG AT M52.80n

KEF £33 _1bn, of which £X0m for specific gronts. Gross Total Standard Spending £52 . 8im

DOE E(LF) Standard Spending AissdssenD Package

Irmer London charges reduced by (900w 1LEA specilic grant

199071 charges reduced by £100n specific grant in losing aress with Low domestic AV per hereditesent
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DATE: S-JUL-89

AEP £ Ak, of which £200m for gpecific gramts.
DOE E(LF) Standsrd Spending Assessmert Pecksoe

Inner Lopdon chorges reduced by £100m TLEA specific grant
190, charges reduced by £100e specific grant in losing sress with Low dosesric AV per hered i Tamsnn
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ILLUSTRATIVE 159091 OOMPLMITY CHARGES WITH SPENDIMG AT £32.8hn
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. DLLUSTAATIVE 198051 COMMMITY CHARGES WITH SPENDING AT O, Bbn

AEF 23,100, of which (200s for specific granty. Gross Total Standerd Spending £12.50n0

CCE E{LF) Standard Spending Assssceent Fackage

Inner Lorcon charges reduced by £100m ILEA specific grant

1990, charges reduced by £100m spocific grant in losing aress with low domestic BV per hereditasent
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DATE: B-JUL-EF
. TLLUSTRATIVE 15905 (OHMUMITY CHARGES WITH SFERDING AT £52.8bn

AEF £9% bn, of whidh £40s for speci®ic grants_ Bross Total Standard Spending £52.8n

DOE E(LF) Etardord Spending Asseissent Packags

I Loncicn charges reduced by (100m ILEA specilic grant

19909 charges reduced by £1008 specific grant in Losing aress with Low dosestic AV po- herediTasent

oL 1 ool 2 ool 3 CoL &

1 REe Long i o Effect an

Ay robe bill rumn 25 loss, charge of
e adult + &X chargd LTE alf gahne 15 ~las 1a

HUMEESIDE
Bever Ly
Bothierry
Cleethorpes
Glarferd
Geeal Gty
Holderness
Kingston upon Hull
East ¥orkshire
Saunthorpe

BEBRESERE

B

EENT
Ashitora
S D by
Dar Eford
Diowsey™
E1LL inghan
Giraweshan
Malcletone
Bochester upan Medeay
Srmoaks
Sy
Saals
Trarml
Tarb-idge and Mal ling
Turbridge Wells

B Y

SHEEEEEEERREEEE

218
158
£n
252
&
Fa k]
=T
28
158
34
=
245

LANCESHTRE
Bl ecibrm
Blackpoal
Burnley
har Ley
Fylde
Hyeclirri
Lencaster
Perdle
Freston
Rikdle valley
Rodeerclale
South Ribble
West Lancashire
e

Eﬂﬁ?éﬁ??&ﬁ

2

-
k]
o E o Em@mEEEEDEE®®EE

£8




'. TLLLSTRATIVE 7990, COHHMUNITY CHARGES WITH SPEMDING AT £33, 80w

ARF £ .10, of which £200m for gpecific grente. Groae Totsl Stercerd Spending o2 8n

DOE E{LF) Standard Spending Assesssent Podcage

Inner Lordon charges reduced by £100m ILEA specifie grant

TR0 charges recduced by L1008 specific grant in Lesing areas with low dossstic RY por hered]tasent
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. TLLUSTRATINE 99091 DOMMUMITY CHARGES WITH SPENDING AT O2 8

MEF £ _1bn, of uhkich £200m for specific grants. Gros:z Totsl Stenderd Spending (352 .6

DOE E(LF) Standard Sponding Assoecmont Puccags

Inner London charpes reduced by £100m ILEA specific grant

150,91 charges rechuced by £100m specific grant in Llosing sreas with low domestic &V per Feved| Dt
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ATE: S-JUL-89

. TLLLEETRATIVE 10904 COMMMITY CHARGES WITH SPEhDING AT J32.8bn

AEF £2%.1bn, of which for specific grants. Gross Total Standard Spending £52 8Bn
D0E E(LF) Standard Spending Asseseeenlt Package
Imner London charges reduced by £100m ILER specific grant

T charges recucsd by 100w specific grant fn Loging areas with low domesiic AV per hered'Cament
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OATE: S-JUL-59

. TLLLSTRATIVE 199057 COHHINITY CHARCES WITH EPEMDING AT £52 Hbn

AEF 75 .1bn. of which £200s for specific granfs. Gross Tobal Standard Spending £52.8n

[OE E{LF) Standard Spending Assesswent Package

inner Lordon charges reduced by £100m ILEA specific grant

19909 drarpes reduced by £100m specific grant in lesing sreds with low domesstic Y per berediasent
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.. ANNEX B

AREAS BENEFITTING FROM SPECIFIC GRANT

Burnley
Pandlo
Wear Valley
HyndhuIn
Barrow in Furness
Calderdale
Teaesdale
Easington
Firkless
Barnsley
lamnd
Blackburn
Rogsendala
Derwventside

Eiggﬁtnn upon Huoll
Bradford
Torridge

Sedgefield
Allerdale

Eden

Boalscwver
Wansbeck
Wakefield

York
Boothferry
Rotherham
Barwick-upon-Tweed
Gateshead
Sunderland
Ashfield
Ehaeffiald
Carlisle
Doncaster

East Yorkshire
Craven
Rochdale

South Tyneside
Hartlepool
Scarborough
Morth Devon
Qldham
Tameside
Penwith

Laads

Ferrier
Lincoln
Mansfield
High Peak
Chester-le-S5trest
Bassetlaw
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PRIME MINISTER
MEETING OF E(LF): 6 JULY

There are two items on the agenda for tomorrow'a mesting:

1. Final details of the revenue support grant settlement.

2. Transitional arrangements for the business rate.  —

The papers for each are in the two dividers below.

1. Revenue support grant settlement and safety net
Following your meeting with Nick Ridley and John Major this

oL

morning, this item should be settled gquite guickly. The

T

points te cover are: s

obtain endorsement for the new safety net package:

—_— — -

_

endocrse the detailed arrangements for the specific grant
for ILEA agreed at the last meetingg

——,

consider the procedural arrangements in the Lords for the

Elquslative amendment for low rateable uaiue'arggs

-

timing of an announcement of the local authority

e NN

—

settlament

fixing of a new name for "needs grant"; the latest

suggestion is "standard spending grant".

papers in the divider are:

Cabinet Qffice brief., You can use this to steer the

discussion, except for the last point on "needs
e ——

grant" which it does not cover.

—

a new minute Erom Nick Ridley following your talk
with him and John Major this morning.

——— —

note from Mr. Baker on detalls of EE& ILEA

transitional grant.

further minute from Mick Ridley on the "nseds grant™.

(purely for reference). The original Nick Ridley
paper on the safety net which was available at the

last E(LF) meeting.

-
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2. Business rate transiticonal arrangements

You saw the papers for this item again over the weekend. You
supported the compromise put to you by John Mills and
suggested that, if others could accept it, there would be no

nead [or a discussion.

I discussed this with John Major's and WNick Ridley's offices.
John Major (who gets far the better of the compromise) was
conteant, but Nick Ridley was not, and he has asked to keep the

issue on tomorrow's aganda.

The agsence of the proposed compromise ig:

rasist Nick Ridley's revised proposal for a "pramium™ and

stick to the original concept of a balanced package for
gainars and losers;

accapt Nick Ridley's proposed increase in the threshold

far small businasss8j)

accept Niek Ridley's proposal to limit protection ko

existing occupiers rather than existing properties.

¥You will presumably want to sesk to steer the dizcassion to

Ehis conclusicn.
The papers in the folder

Flag F - summary paper by Hick Ridley attaching the earlier
corrgespondence;

Flag G - Cabinet Office brief;

Flag H - John Mills' brief.

Y
1 o

Ll

PAUL GRAY
5 July 1985
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The Rt Hon Nicholas Ridley MP (16
Department of the Environment J-’?'“"'-.
2 Marsham Street

LONDON
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HARMONISATION OF RATING: L:E-::Apl'rm:/wrlnm RATE
a

Thank wou for your letter of 20 June proposing that we each use our
powers to prescribe common decapitalisation rates of 6% and 4% as
praviously agreed. 1 have also seen Peter Walker's letter of 28 June

agreaing to your proposal.

1 have been considering the responses to the consultation exercise in
seotland and | have seen nothing to suggest that we need modify our
views on a 6% rate for most subjects. Similarly, | agree a lower rate of
4% is justified for schools, universities, polytechnics and colleges of
further and higher education provided by local authorities and non-profit
making bodies. Like you, I will have to modily my -powers lo encompass
the last of these. 1 agree also that the gquestion of the inclusion or
exclusion of health centres at the lower rate can be settled at a later
date,

The consultation exercise has highlighted something which we already
suspected, which is that a greater number of types of property are
valued on the contractors basis in Seotland than in England and Wales.
Those which could possibly cause me difficulties are sports grounds,
amateur sporisz clubs and certain church properties. Sports grounds
have featured in the harmonisation discussions but 1 understand practice
will continue to differ north and south of the Border in 1990, with the
Scottish asseggors continuing to value on the contractors basis and the
IRVO on the basis of revenue. The interim report on the harmonisation
discusgions holds out the possibility of harmeonisation of values north and
south of the Border for these subjects, but 1 understand that this would
not be posgible with a 6% rate. At present the assessors apply a rate of
5% but my inclination is to include them at 4%. On amsteur sports clubs,
it may be that sufficient rental evidence will be available to assessors,
but where they resort to the contractors basis a rate of 6% would result
in unaccepiably mgh wvalues. 1 propose, therefore, to reserve my
position on the rates to be applied to all these properties, and 1 suggest

CONFIDENTIAL
FAR181MI1
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the Following addition to the answer to the arranped PQ, o be inserted
before the last sentence.

"My Right Honourable Friend, the Secretury of State for Scotland, is
giving Turther consideration to the rates to be applied to sports

grounds, 1o amateur sports clube and to church property velued on
the contractors basis in Scotland”.

]l am copying this letter to the Prime Minister, John Major, Peter Walker,
Kenneth Baker and Kenneth Clarke.

MALCOLM RIFEIND

CONFIDENTIAL
FAB18IMI







CONFIDENTIAL

FRTME MINISTER P 03497

REG SETTLEMENT 1990/91: SAFETY NET AND ILEA SPECIFIC GRANT

(E(LF) (89)4; minute of 3 July from the
Secretary of State for Education; letters of 30 June
from the Private Secrataries to Mr Ridley and
Mr Major - not copied to other E(LF) membars)

DECISIONS
; 1 There are two main ilssues: the safety net and the proposed
epecific grant for education in inner London.

- 8 The papars are now very confusing. ¥You may find it helpful

to go back to the basic guestions:

i. how far lozers should be protected. There are two
options: full protection for losers in 1930791 (the original

proposal); or partial protection which would mean that, for

instance, £26 per adult of the losses would feed through in

e =
year one. Both Mr Ridley and Mr Major now back partial
protection. You will want to consider whether you agree.

ii. wvhather, if vou back partial protection, thera shounld

ba full protection for lew rateable wvalue (BYV] authoritles

in the Rorth. Mr Major proposes such a scheme, as part of
the satety net. Mr Ridley has reservations about how such a
scheme could be justified. But if it were adopted he would

favour a specific grant rather than an adjustment te the

safety net. You will want to decide whether there should be

full protection for some authorities in the Horth, and if so
how long 1t should last before it beqgins to ba phased out.

iii. where the costs of the safety net should fall. The

three maln options are first, removing all gains up to a

gpecified limit, eg £75 per adult (the original proposal):

or second, removing a proportion of all gains, eg about &0%
A——
(the opticon favoured by the Chief Secretary); or third, a
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flat rate contribution from gaineras and losers alikELfeg £26

per adult (the option favoured by Mr Ridley). You will wish
to decide which option is best.

iv. the mechanism for financing the safetvy net. Mr Major
favours the original proposal for a self-financing safety
net, operating entirely through adjustments to needs grant
entitlements. Mr Ridley would prefer to use a specific
grant, or what he calls "top-slicing" of needs grant, so
that contributions to the QE?EEFdnet would not appear

community charge bills. This point is presentational.

would increase the community charge for standard spending,

and would need legislation. These disadvantages may
gutweigh the benefits.

v, the detalls of the specific grant for education in
inner London. These have been agreed between Mr Baker, Mr
Ridley and Mr Major. But the combination of a needs grant
and the safetv-net may give rise to some perverse effects

MAIN DECISIONS

Protection for losers
= The aim of the safety net is to protect domestic taxpayers
in areas where the community charge will be higher than the
average rate bill per adult. There are two main cptions for
providing protection:

- 1 full protection. The main advantage of full protection
is that it allows no losses to feed through in 1990/91. It

-'.'-_ i
holds down community charges in areas like central London
and the North where there are concentrations of losing

authorities, and it therefore makes a special scheme to

s :
protect community charge payers in these areas unnecessary.

Its main disadvantages are that it is expensive, imposing
greater burdens on areas which stand to gain; that it

Prevents any movement towards the eventual and correct level
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of community charges in losing areas in 1990/921; and that it
fr—— s i
therefore means sharper increases in charges 1in later years.

..

ii. partial protection, allowing eg [26 per adult of
losses to feed through in 1990/91. The main advantages of

this option are that it is less cus;}y, so that gainers get
more of their gains in 1990/91; and that all areas make scme

e e,
movement towards their eventual community charges in year
s —— 2
one. The disadvantages are that community charges in
sensitive areas like parts of inner London and the North are

higher; and that special schemes to protect some of these
areas may be needed.

4. The Government's original proposals provided full
protection. This will be the basis of public expectations. But
Mr Ridley and Mr Major both favour a move to partial protection,
with 1losses of perhaps £25-26 per adult feeding through in
1990/91. You will wish to consider whether it would be right to
adopt this option.

A special scheme for low RV authorities

5. If you decide in favour of partial protection for losers,
the next question is whether there should be a special scheme to
protect authorities with low rateable wvalues in the North of
England.

6. You will wish to decide whether there should be such a
scheme.It would refund the losses of §£25-26 per adult in

e
gqualifying authorities (perhaps those with average domestic
——————

rateable wvalues below £135 per dwelling). The main advantage
would be that it would reduce the cnmmﬁnity charge in a number of

sensitive authorities, including some where £25 per adult would

imply a large percentage increase in tax bills. The main

disadvantages are the cost to the Exchequer of £70-100m; and the

sharper losses which the authorities concerned would suffer in
the remaining years of the transition. The presentation of the
special scheme could also be difficult. Mr Ridley has sketched
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out how the scheme might be justified. But he is likely to argue

that the case is unconvincing, and that the scheme will be seen
"-\__—._.?

as a politically inspired fix. He may suggest that the money

would ~b& Patter &pent elsawhere: for instance, to ease the

burden of tha genaral safety net.

Meating the cost of the safety net

s The cost of protecting losers from their full community
charges has to be met by increased charges in other areas. There
are three main options:

- removing all gains up to a limit (eg £75 per adult with

full protaction fer leosers or £39 par adult with partial
protection). This was the Government's original proposal,
on which public expectations will be based. Its main
advantages are that no gainers become losers, and that
there is a limit on the contribution any area is asked to
make to the safety net. Its main disadvantage is that the

graat majority of gains are reduced to zero in 1990/91, =0

that few areas see any benefit from the community chigge.

b

ii. removipg a proportion of all gains (eg 81% of gains to
pay for full protection, or 57% to pay for partial
protection). This is the option favoured by the Chief
Secretary. The main advaptage is that all gainers receive a

proportion of their gains in 1990/91. The disadvantage is
that some large gainers have to make wvary large
contributions, which may exceed the maximum of £75 on which
their current expectations are based (eg E108-165 per adult

in Westminster). e
—m

iii. a flat rate contribution from all gainers and losers
(eg £26 per adult with partial protection). This is Mr
Ridley's preferred option. Its main advantage is that
gainers get their full gains in 19%0/91, less £26 per adult.

Thare are no very high contributions like the £75 per adult
which is already causing resentment in Westminster. The
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main disadvantage is that szome modest Eains are turned into
losses, and modest losses are increased to £26 per adult.

There are therefore more losers and fewer gainers from the
new system in 1990/91. = S ——

e — e

8. You will wish to consider which of thege options provides
the best way of meeting the cost of the gafety net protection for

the losars.

Mechanism for financing the safety net
9. The legislation provides for the safety net to be

implemented by self-financing adjustments to needs grant: losers
would get more grant, offset by abating the grant of gainers. Mr
e e

Ridley now suggests that the safety net should instead be
financed directly from money "top-sliced" ' from needs grant.
This option is only available under Mr Ridley's preferred optlon
of paying for the safety net by a fixed contribution (eg £26)
from all qfiners and losers, The sum involved - about £950m for
partial protection - could be paid as a formal specific grant, or

as a new element within Revenue Support Grant.

10. This proposal is essentially presentational. The main
advantage is that the contribution to the safety net would not
appear on charge bills. There might therefore be less resentment
in the contributing areas (although they would be no better off
in practice). A major disadvantage is that the community charge
for standard spending (CCS55) would be higher: £301 per adult for
partial E;ntectinn. Hew legislation wnu?a_gisn be needed in the
current Local Government and Housing Bill. The necessary

provisions would have to be introduced 1n the House of Lords,
which might cause difficulties with Parliamentary procedure. The
Chiaf Secretary opposes top-slicing for these reasons, and
because he fears that with a higher CC8% authorities would ba
tempted to raise spendindg.

11. You will want to copsider Mr Ridley's proposal for top-
glicing. You may conclude that the benefits are cutweighed by
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the dipadvantages.

Specific grant for education in inner London

12. Mr Baker's minute sets out more details of the specific
grant proposed in Mr Ridley's earlier paper (E(LF)(839)3) to ease
the ahnf?iinn of the ILEA in 1990/91 and subsequent years.]
understand that Mr Ridley and Mr Major are content with these
proposals.

13. There is however apn issue about the affect of the specific

grant and the safety net taken together. The propesal is to pay
the specific grant after the safety net protection has been
e p——

caloculated. This has the advantage of turning all the inner

— =y

boroughs into gainers in 1990/9%1. But 7 of the 12 will be losers
in the long run even if they get education spending down

(Greenwich, Hammersmith, Lambeth, Lewisham, Southwark, Tower
— —— _ — —

Hamlets and Wandsworth). Turning them into gainers in year one

o
means that they will suffer even sharper losses in the remaining

years of the transitionm. For example, the average tax bill in

Greenwich would fall from £285 to £221-249 in 1590/%1, but would
rise to £579 ovar the next 4-5 years.

e

14. Results like this could be avoided by paying grant before
tha safety net iz calculated. The boroughs which are gainers

would still see a net benefit from the specific grant (Camden;
Hackney, Islington, Kensington and Westminster). But the big
losers would simply have their losses limited by the general
safety net: they would not hgcame. gainars. You may want to

sugogest that the grant éﬁﬁuld he paid hﬁfhrﬂ the =safety net is

calculated. ; ?

The tables
15. There are now two tables to look at: table 4 attached to
E(LF) (89)4, and the new table attached to Mr Ridley's Private

Secretary's letter of 30 June. You may want to concentrate on
the following columns:
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s 59 table 4, /tolumn 3, ) which shows the Government's

original prnpngﬁls, on which public expectations are based.

'--_-_.— i - i
Total protection for losers 12 financed by Temoving all
gaina up to £74 per adult.

—

xcnlumn B )(identical to the new table, column

3) which is Mr Ridley's preferred option. Losses of up to
.

£26 feed through, financed by a fixed £26 contribution from

gainers and losers alike.

iii. pnew table, hic:h iz the same option plus a

apecial scheme for authorities with low rateable valuas in
the Morth, at an additicnal cost of £100 million.

b —

L
R T J WILSON
Cabinet Office
4 July 1989
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PAUT, GRAY

When John Lee saw the Prime Minister thire

morning, he had a very brief word about the

Community Charge.

He left with her the enclosed card, which
succinctly sets out the problems faced in
Pendle. He also left with her the cutting

frem the Nelscon Leader.

I thought 1t better to pass these on to vou

rather than bother Andrew Turnbull with them.

MARK LENNOX-BOYD
4 July 1989




COMMUNITY CHARGE IN PENDLE

a) Total properties 35,000

b} Propertiesg 17,000
with RV <{75 = 49%

e} Borough av rates Eioo
d) Av rates for b) f166

e) Commanity Charge EETH

f) Safety net Eﬁﬂ

g) Net Community Charge 51?1
pp in first year

LATE PAYE LS
N

R worse aoff two=thirds




Tel. Editorialiother departmentz Nelson 62561, (lassified Burnloy 223241,

NL 1589 NELsow Leader

.. BY EDWARD LEE

IN LOCAL GOVERNMENT FOR MORE THAN A DECADE!

fill the coffers atiributable 1o Individuals.
It Is estimated that 65,000 people will be
liable, comparad with the 35,000 houses
that are currently rated.

As a council, Pendie has fought tha
introduction of the poll tax on the basis

of fairness. The maln thrust of its cam-
paign has been based on the low rate-
able value of properties In the area
which will lead 1o large increases when
the community charge becomes payable

in April next year.
For some, mainly those living In rural

and other "highly-rated” areas, the com-
munity charge will be good news and
savings could amount o mora than
£1,000 a year,

Bun for the others, those who form the
vasl I-'I'iHIJII:H'”f of present ratepayers, It
will spell only bad news — with some
households aimost £1,000 a year
worse-off.

The first noticeable effect of the pall
tax will happen next week,

From Monday, canvass forms will be
delivered to every home in Pendle —

and they must be returned within 21
days to the council's Community
Charge Reglstration Officer, complete
with tha names of all adults and children
agged 16 and 17 living in aach housea,

The canvass form will require the
mimimum amount of information
needed to complete an initlal Commu-
nity Charge Register, bul it also needs
to identify those people who will be
elther fully or partly exempt from the
parsonal community charge.

A small number of paople will be
exempt from poll tax payments and the

canvass form will give full detalls and
allow applications for exemption to be
made. Students in full-time education
will only have to pay 20 per cent of the
full charge.

A rebate scheme will also be available
and it will be similar to the schema
currently applying to ratepayers, with a
P v L e of 80 cent,

The income and assets of couples will
continue to be assessed jointly and &
rebate application form will be sant to all
those who currently recelve housing
benefit later in the year,

The Poll Tax ... how

much will
YOU pay?

o
"ahh«-e';'

i l'*,p "'a_h
A

CERTAIN paopla will nol have o
pay fhe poll tax and ihey nchude:
@ Resadond hospiiol patients

B People boing lotkad aflor
ragidential care homeas, nursing
homes and hostels providng a
subakariial level of Care

@ The saverely mentally
hardicarpad.

@ FPeople 1gken into hospital
under the Menlal Haalth Aczi
15383.

[ ] MEI_‘HIJEITE al rel qiaoug
communiheEs

& People siaying in shor-stay
hogkala or I'Iiﬂ'lt shailarg

il Those with no home, slesp-
ing reugh

# People over 18 and abll at
sthiol

& Voluniears warking on low
pay for chaties, such as Com-
Unily Service ViluniesTs.

& Convicted and resmand pria-
oners, excépl those held in
detention Tor nan-payment of
fines or tha community charge
whin will nl be axempl during
i dedenton,

Studants in fullbrme aducabion
will pay only 20 per canl of the
lull changa and a rabais sysiam

will operaie for chargépayers an
lowy INCOMmEs.

THE question most people will be -H i e e R B e
asgking about the community charge | ... = Bands of Rateable Values
is: ""How much will it cost me?"
Unfortunately, this cannot be ans-
wered with any certainty until late { £75 £75-1100 £100-£125 £125-£150 £150-£250 £250-£400 ¥ £400
1989 — and not In detail until March £ £ v £ £ £ g
1 - B + 78 4182 +223 +IED 680 +1243
1990. ok 4
But it is '.-h‘.ll'I.I:H]".'l- that Pendla's PE K- = 176 - BE - 18 s 53 #1 Gy L5148 s 10773 w’f:,f.;ﬁ,,fﬁﬂﬁm
SONAL COMMUNITY CHARGE is TN Enah
likely to be between E270 and £280 at ~347 -267 ~190 -118 + 27 +347 + 801 OAY:- 8147280 OR 813235
198990 expenditure levels. However, . : it 1 { ’ MIGHT - 872733
during the first vear there will be an iy iy s 3 ks TR iy i |- LR
estimated “safety net” of £99 and the FOR betler or worse . . . how yvou'll fare next vear . . .
full community charge will be phased- b
in over a five-year period. ¢ £75 C7E-£100 £100-£125 £ §25-£150 £150-£250 CEN0-EA00  } EA00 mrea.
£ z E £ £ 5 R e
e 1 -104 - 24 + 53 +124 +270 4850 #1144 DEPENDENTS
Car priembs Fospelal s
2 =374 -£94 -217 145 o 320 : TR kot Hige
However, this may vary significantly in I il ontin Sl i
ot E . s nchunee, | - h AR | B
=1 ¥ 4 5 Blalarmery
I the E3T0 eatimate becormnes realiby, it will : P & = For bail ard’ oetls of
o a8 'II'I'IJl]}" ol Toar .ﬁﬂu!tﬁ ii'ﬁ'il‘lg J|1 5 4 =514 =A34 =¥hy —686 =50 g L] : ¥ 334 ;L"ﬂi:l.; ;;::l:r::_'.:
lé;l!,ll:nl llh.-nnﬂa-frl s will b E51E worse-off . . Sl shone  Giske
LH | the “safety t" yeEari 4 W e ¥ 3 . B8 (24 hrud,
wff aﬁhu :ndq iof ﬁl.a::.ﬂﬁ-i'nfﬂr gt i -+ + and how you muy be faring in five years' time. . o
hﬂm g single person t!j'-'inj_.r iubja rural .or = o m
"highly-rated” ares, with o rateable valpe of A
R F st 18 o e Three different kinds G
and £1,144 by the end of the fith year. CRaqy el L
Here are two simple, “at-a-glance” tables to | s Lamian WY
show hiow much better, or worse-off vou are -

likely Lo be: under the new system,

of community charge

THERE are threa diffarent
tvpes of communiey charge to
cover different types of
cwmnership and hame
cecupation.

B Al salls who pormally reside
within Pendle v-I.IJ Lhae
PERSONAL COMBUNITY
CHARE

P Crenerrs or tenants of secund
Bomes may be bl for £he
BTANDARD COMBUNITY
CHARGE, which i=mainly ot the

1But for businesses,
|a new type af rate

ONLY domestic mtepavers will
he affected by the new

DON'T MISS THE CENTRO
community charges, while

businesses will coplinue Lo pay

SPRING SENSATION! ||[SSims

zerecEm W the council and seriain
(eriside ol awmership — suck os thi
ks six months of w nowly-bailt
Hotase — wall nat Fe shurged

@ Landlords of progurties in
i E=LiErm, mmdtinle verupation will
b 8 COLLECTIVE COMMUNITY
EHARGF which refects the number
o resadenta, The landlerd will ol

e totll charge to the couneil, less an
g miniilrative fag of 5 per cont, and
thon e vesldents will pay an equive-
lei ool ribmidon to Lhe fandlord amd
dnim EF e lnate from the ceuneil where
e,

The first table shows the situation for pext
i.iﬂr. while the other shows how things are
thely to stand by 190495

T]:IE' ﬁ iFag wve haaod o ;*.-_;Li.rnul_q_ﬁ']; :H'r;-'nm;uj
community charges of E270 with o first year
"safely net" of £99. The fpures, which shwuld
ba vaed for puidance only; are based on
Department of Environment esleulations for
JLIL |.'||.I!'il.1l‘|:|. '|1:|.' 19885 infation.

No aceount has been faken on any rebate
entiblement.

—
——a!

]'-l:"-l. v, th effect ol revalustio
will beel 2o be known lpeally belore
ueciinl e EEsbiarments can be made.

e MMNDR will b plasel in
whige the new rate bill for o
Frapeet ¥ imeroases by mare than 5
gt {or 10 per cent for smadl
okl slchoagh this Inereases
vselidez inflation,

!"'Hln'.'lrl;n:. decreaaps exegedlag 10
jHir piall ol fhe 1RSI Fate bidl will
ER R

The new business pates will only
ity mflnopes Lhe Sowa] af enim-
rLy it in the benmigh The
prosete al the MK DR will be
colleted loeally hefope being
reaniled v the Government.

T money will then be
padlicribated to loenl & aincils on the
basiand aclult popalation wnd,
tnerfore, basintes pabes will no
Tong ilireetly nisil the area In

whii B busimess = Jocgled.

A unklrm national rate for
bapinpsges — the MNatbonal
Nor=Llinmestic Rate — will he levied
anid navwe pateahles values fop
businesses will be delermined belure
ther pmil of the year.

A list af thie new rabealss values
wlll e gvallable from Maolson Town
Hall from Fanaury next yer.

The NMDE will he nophed to
pithise busldings., |=iare Cardlit] e,
shopa, offipes; factomes, eto

Agmin, tho gueatiie on mamny
peerpde's Lips will be"How mach will
It v T and Gowe rmment. forecasts of
the new pverage Hile seem Lo polnl
o nodrop imseme business rabes,
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I SAVE £100

ON THIS SUPER SONY
CAMCORDER

Lock &1 These [abustud fBanires
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# YEnable ssepd efecitanic shetie
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& Hemote canbral facshily
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wn E138 oty E4.2.99
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Why Pay

00k SPECIAL DFFER PRICE

£1399-99
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1 VW16 KVM1GT £78 REFUND | il
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97 ST JAMES’'S
BURNLI

Premior Stores, Contra
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BRANCHFS ALSO AT
OPENl..2 SOON A

/ SOUND & VISION

RURKLTY, | BIMAE WHLE BT JRREE STREET {2282 T9EES
KELEON 78 MARSORN MLLL S0 k1P

THE Pendin Way I8 jusi one o the many smes which Pendie
Counall has funded with your munul]r. Heren former Mayor and
Maoyoress gf Pendiw, Goun. Doris Rlding | Coun. Edwina Sar-
geant, urveil a plagiss showing the route of Pandie Way.




an effirt for the more
azier of we, on hnar of
e delight wihile we
wgisire the fgure of oo
i Fiifa

How can it
possibly work?

Esch of the slx different
Slonder World motorised
jables bns o specialized
by emareising funetion
ditl 85 desigmed to coroen-
trake §i5 eNErchss pr!“.'l::'-
maned on particalar
selecied anpss arwd parts of
yoar body — begr, thighs,
wiigsd, stomach; hips upper
arms ate

2lender Waoarld
mertorized takles will yen
s and wifoctively prervise
the body ares ond puris
that i hes been especially
dsalgved Lo tone,
tndy parts are moved |n
a siendy ahd regelitivos
mode for 4 prescribed
length of time, helping to
gleek and firm musele
Froupn
As youPr muscles are
strotehod mand flexed by
the movementis, they
bevome tosed and firmed
which melps in the “inch
lees battle® aod resilts in
n newer sleeker yoo,

Advertising feature
by Sue Ritchie

How does
it help
your health?

This corcentrated nelly
ty helps o incrapss bilocsd
and cxypen movement 1o

yoier by cells, which in
turn letps o flush ool
body toxinsg ahd break
down gtubbarnp

“rwnmied” celtuliie

An Blendor Wosld oxer-
ciging tables are |I-e'_-.||;.1|.-|l
tu support bsdy weight
while gxerciiing, they pro-
vent steain while halping
muscle mass L0 diminizh
rather than inerease in
gize.

Exercss leeonis open
to B, mat just the FULMEEYX
ftier pergad.

Evan the older person
who may not ba ahlo o
articipare in raditional
farms al ¢xerciee =an
erfay moforieed calisthens
ies and benafit from ita
dlday by exersss formal

Is it time
consuming?

No, n pew ghape can b
achieved in & matter of
|‘|_|I|_|'“ﬁ_

_Each cliont will have
thelr oWl schematio drawe-
ing somputor print oot

Lt SIGENME
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L
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sipriager etl Adrereporih
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We are
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Bever boorm
e resiesd
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SRy SeCCEry
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Tunanill Sereet, Burnigy
Tal 41255 1/2 7034

such o8 lhe oo shown on
this P, whileh ia LIEE
cuilly tmlored (0 cach Dneli
'-'-Il'.l;_l. [t

Weight and mewsure
mEnles wre PhEEn &L Lhe
beginning of ‘wach sesson
ind semeon# Wil piways
ke on hand to plan & work-
aill programomse Latlared
Fire FOLF 18 .||'.'|l|'.|||: s
nnd protlem areas.

Typhes] losses man b= ns
mueh as four to teelve
imohies in just foor mps-
siong, ddeal for these last-
minute fgure problems
Junl bufore habidays when
the bikEni ahaws ap all the
winter Indulpenees

Twop seszions A week
will gnarantae fnal the
e woid” 18 ready . to Taes
the bedaches wilk & e
thGL Fuarnntaes o 18e4 Bl
I,

Having tosed apd Rowed
why not then kave @ ses-
aman on Lhe bwo 2E-tube
snbeds with high power
Facdals Lo l'.'\.lnllrfnl.l.' yuur
i i e

Anyume hocking 20 ss-
gisng i the ntrodactary
perind &ill be able Lo e
Lhge beds free af charge’

For thoss who are war
riad that this s just the
lutesi health eraze gim-
mick, a book at the hack
ground of the calisthonie
tables will pertaps allay
thie foar,

The benelits of this Ly
al gentie axercise wWere
remlimerd as fur haek as the
[8Fs, when Benard H
Staaffar recspnised that a
|.|rl,]u.':' L'ln'Jl;_lel.'-.u all b,
].'JllJ-h wnd inter-cellulae
fliriiis, together with gomwd
misgele tome aml proper
posture, would enhanca
wibrant hisilth

He went an to develop
machines that waeuld
eaable thiz mmiscl 1oke W
b tdevedoped, whether or
oot the palient was capa

ble af carrym ngt Btren-
el Jorms o truslitbnal
I 2 Bl

He apw immusfintely ha
benefita of his new
machines which helpel 1o
redisee 2iress and Lenalen,
by pamping w sarples of
cxygen Mo the body sye
tem poltting ridl of fat-ine
during nckd swaste thal so
aften makes yon fell
bethargie and fundown.

His jdoa wpa o poe-
ceaslil Lhal oy over
10 puytlets mernss the
whole of Amerfea offer
their heslth amd body oon-
soigus silents this marval
lewin new breakthrough in
mniEcle gnd body toming

orld...the answer to(
an’s dreams

A M T (Y

B

ik

alrGther depariments Selson heob

Hams - JEER1CA
HEYERE

Goals Corpent

i 11,88 1388 In

Chast M. 3688 In
Abdoasn: 33.E0
=68

361

3.5 In

Hulat ! 2.8 In

Hips- ar.68 I=

I=Thighi £1.898 ZL.BE 0n

L-Thigh' 15,88 28.80 [n

Calif: 14.88 I5.88 In

Uaight | 135,88 SH BA Lbks

Dats: AL/7309

» Llasaihed Barnley 252530

el

T, !
HERE we lohe nn insider view of Hurmlev's libesi
healih stodio,

SpachkMis surroundings, plush ecarpeling ol gpive
the feel of lwxury white helping yoo to galn he
alenaler new von'

And there 14 manager Koren Gilhert and her @all
on hand (o give you any sidvice and wwl help you
may meed.

A one howr seaslon will enable v lo work-out an
alll the beds shown here, gach one desiened to exer-
ciwe @ particulor area of your bedy. Slender World
Latdes will enable you io ghed inches in hours ruther
Lham dinys,

As work-vuts are completed In condensed perimls,
(Ruggested two hour sesaions weeklyl even the
buaiesl person caught up in today™s hurcied lifestvle
con enjoy & meaninglal exercise programme which
haa been inlly tailored lo Ulveir needs.

Omae Mﬁu’ exercises have been completed, who
ol bry ool the 28 tube sunbeds with high-power
foctals thal wre available, The bromil sanm-bissed
look enhancing the sleeh and frm body nfter jusi
[uir or more ecesione.

Phote: Anthony Bralthwaite:

WrHis diggram

Behowe how the
latest computer
technology (8 used
to help you shape

I up to the task of
creating the “new
yon"”

I 1our height,
wielghlt and other
i vithl mintiztics are
) medsured by quali-

figdd staff and then

Pl into 8 spociaiiy-
B designed computer,

which identifies and
highlights the prob-
lem areas of the

'!.'{au information
can then be nsed to
formulate 8 pro-
gFramme of exXér-
cises apecifieally
tallored Lo yvour
neeis,

It Fan also be
uaed Lo help the
wisiphl coneelows
whi fike to L1,'1~'|_| Ik
check on their

welght, giving clear I
and preciee details I
of setual as well as |
Largel welghte for i

A.D. TETLOW

Joiner & Conltractor

1 am pleased to have been
of service in the
refurbishment of their
Burnley premises and wish
continued success

the Tuture, Telephone 67028
I- I N N . . J
l = s ==y
i

TIGER
LEASING
LIMITED

are pleased to be of service to
Ainsworth & Dent Lid.
and wish them continued success
with their new refurbished Burnley

showroom.

COLKE OOMMERCIAL CENTRE - BLUE STAR HOUSE » EXCHAMNGE STREET »

| A

H O

7 L

N

A M
D

W E R

OMPANY

ARE PLEASED TO SUPPLY

AINSWORTH & DENT

With Steam and Shawer Systems.

' UVAIPEED

* INTERNATIONAL LTD -

Are pleased to supply sunbeds to
| Alnsworth & Dent
and wish them every success

Uuvadyeeco

* INTERNATIONAL LTD -

Meadowmill Trading Estale, Dixon Strest, Kiddarminster, England

DOLNE « LANCASHIRE BBE (650

ERERL s i ot SRS 1 ) sou S Bne B e P T (0562) 63448 Fax (0562) B9132
" :
NORTH VALLEY MOTORS Quality carpets supglied to mg‘:ﬂnﬁ Agn GENERAL £ /
R Bowend ML,
Asda Car Park, olne, T 861872 AINSWORTH ANDDENT | |[INEURANCE SERVICES = ///
Do s Do venciesan | by s Kendrick
Hire
keap the company mobile. INSURANCE BROKERS
i = EUROPEAN L LT e T
All the best from Tom & .NEED WE SAY MORE. WISH
CONGRATULATIONS TO
and the lads CARPET: ARSSW S Dene ||| AINSWORTH & DENT
ALL GENERAL REPAIRS, ol liE EUROPELN e BEST WISHES
CRYPTON TUNING, MoT Sl CARPETS aa Eghtgﬂnw STREET, Eg;ﬁmﬂ ?HL;;!-I}EE&E
PREPARATION eic., etc. SOFT FURNISHING: LTD Telephone 21456 RAWTENSTALL
GOOD, FRIENDLY AND RELIABLE BERNICE Pageaed Brokes Wb 8.1 B4 (OT08) 224073

Chir  unigue Slender World matorized exercising
equipment appeals to people of ol ages as a relaxing and
rewarding concept of losing inchs, toning body muscles,
and figure contreal without the “luffing and puffing™ and
strain of heavy physical exertin generally associated
with traditional exercise.

A circuit of 6 tables
* they do the work
~-you lose the inches!

Slender World does the worlfor you. “No Sweat”” | OPEN 6 DAYS-APPOINTMENTS
For the first 20 bokings we will NOT ALWAYS NECESSARY

give a FREE SUNB.D SESSION! | FIRST VISIT

Rinswortk & O0enr §

.'i'a':L-p-]-;Hr_ T ]
Bomner Flewtlanal,
W If;-:‘l gl I'|'|I|-|1|I

LT 1]
.\._i; :lﬁ;_"-q— y Lo ]

[ - i
i el
b - = e ]
‘-1.*._.;“. ] 'i'"""'"'hul.'.ﬁ;.
o

A YORKSHIRE ST (KEIRBY HOCK) BURNLEY 25357




The winners & "<

COLNE pensioner Miss Ida
Foulds will be guids-in when
(he new community charge is
introdueed in Aprml next yenr
Her rafes il will b almimt huivie
— peufyiped Trom 2540 (o nroond 22590,
But M-yosr-ohl Miss Foukls, who
eomen from & working elads tack-
ground, and mow lived ln 3 bonots
ful, kig bungotow [n Castle Hoad,
Codmi, reatinss thst itowill be Lougn on
thoae dving o terruesd houses, whiri
there i veery Litle money coming in,
Anld Miss FPulis, who Hved mosl

oF hier 1k in Stone Bridge Terrae;
Colne: “1 ghall e ull right, snd will
benedit 8 great deal when the new
pomas. in, lnaf ether peopls are going
tn find (x diffienle to pay.

¥ some ways, it will be falrer o
single people like me, but in ather
instanecs It in gring to be harder om
peaplé with families with workerd
ywiEr 18"

Sha milded: “Take, for matance, Y
|i-;-'|,.|'.|_l'\-. riant diossr. He has a wife mnd
b goms Hiwing st home, B0 he will be
peying quile's bit move than me, bt
gelting the same services,”

... and the losers

FAMILIES living in terraced
hnnzas fase hilis {rom the coun-
vil which will have zoomed up
by around B per cent wnen
L:],)E' poll tax s Tuliy
implemnerited.

Al Lhal nevis was grected by Naol
s postman Mermus Hendermon L2
week In the following torms “How &
Hlahs Tving i s by hosde and drow
ing @ big wage can pay axwclly the
aame foF hig colmeil seevives a8 e 18
prmething thoi just doed nos ki
SATIRE,

Bl -wunls porappiny altogether. i1
_|l|_|.|l|L|]|_r|:-f-_ ik ke sense ul oll.

“The poll tay {8 grossly unfuir sl
thist's :,.I[I thene & w0 it 168 just s big
packet which Favours peaphe ling in

B hemimen.”™

The Hepderson houselald oues
rently paye 2177 & year inorates

Bt when the poll tex s intrd e
miexl yenr saes of the [nr Henber-
aqifs Mr Honderssn, kis wife
Shelln, and children Michae] (2407 nod
Eathleen (15K will pay o charge il
aherut £171 in the fret year,

And thut will rise b begween EE70
andl 280 by LIS, legving the Hen
dersons, of Nopier Strmeel. Malaon,
ol BB 0 vear WOHSE OFF,

In the towns within Pemille the vast
majerity of peonle would seem i be
giving the poll tax o musstee “thumhs
chowm .

Our pleturd shows Mr gnd s
Henderson with thalr dggghter sat
wide thelr Melsan lome

Prlee Anthomy Brihesite




‘The man in charge of Pendle’s
ommunity Charge register

STEFHEXN Barnes, Pendle's

Director of Finance, is the man

r-e—'-rnnslhh for compiling @nd
at n%{“ﬂ. Commurnity

L 15.119 aiser,

The regiarer u.L]I list the names sz
udrereas af gll thosa [Eshde for the
charge:, which is doe to come into
aparation in April 1560,

Everyona whio i ineladed un Ui
nr,gul!r.r will ks malifiesd hefore

this firat coFrminety. enarge

hidls in Mareh 59 — sny ndividind
may insport,and teke 5 copy, of their
oWn entry and thess @ & night of
l.pirul wgmInst registration,

fnrmalivn for the rogister will b=
eompiled dhering the canvess nol
furms for the canvass will be sent to
the mit recedsl rotepayers ineack

NL 15589

And as wall &5 including all adubis
the repizter will also fratups the
nuznes of chiklros aged 16 and 17 =0
that prompe billing and arrangemenis
{omr payiment cam be mmide gs early as
|.u.~r|-.:h||

All chargepayvers will reeed v o Bill
and will e rr-qulwri ts pay the
anrual charge in 10 '.|||mIJ'.|I
instalmonds — ali I'n.lﬁl' I '|l.".|.;|ur||_-p
may agres "lamp sam” of other mors
convenient payment pesisds with the

PPGRErTy,

‘ I EXPECT the community cha
to be implemented fairly smooth 1'
in Pendle. However, | am very con-
cerned about the loss of Government
granis, which the change in the grants
s¥atem will bring In 19940,

Pendle may lose £1 million in Govern-
meént granis over the nexi five vears if
Government ministers Fall (0 increase
the *Needs Assesament’ for the borough.

eouniil

FI.L=.|iJi.I|uIbIJl;|- for payment will
rormally rest with the mdividoal
rﬂ'uu'gtp.u'rcr .arJI!-1nu Fuzhiandr gl
Wives (O Uhim coarples [ving
toguthor pa “husband and wife™ may
ke heldl lbbin Eop poch olbor's dobt

Below, Mr Bxrnes comments of

the iniroduction of the Poll Tax,

This will leave Pendle, and East Lan-
cashire generally, one of the worat hit
areas In the country and every effort
must be made be Enst Lancashire MPs
to prevent the area losing grants (o the
relatively rich boroughs of the home
counties. The council will continue to
light for retention of ils existing 5
grant share and John Lee MP has
promised his utmost support.
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BOROUEH aF FPENIILE

Lelow show the estimated gaing {+)/losses (=) which would arise to average household:

=

e

community cherge

the full charge is payeble in the Tifth year.

First year of phasing 19%0=3]

d been in operation in the current financial year 1983780,
ects of phasing (krown &3 salety nets) in the first year.

Tahl

Takle 2 shows the positior

Humber of
fdults

Hande of Batesbhle Walues

E7S-£100
i

+ 75
- ©E
b

— i

—438

£100-£125 £125 £150

o

1652 +2 25

- 18

E150-F250

o

+359

+198

+ 2¥

F£O50-£400
L
+505
4o R
G T

+1 75

» £400

£
+1243
1072

+ 501

+ 730

Firel year

of phagsing

t £75 £75-£100

3 3
— o
a4

—-EE4

E34

)

£100-5125 E1aE-£150

£
+124

=146

—16

L 16

£150-£250

vl L]

o

£250-E£400

» £400
:
+L 14949

Average Hateable Value per Class

£113 £138

£189

dvergge Rates Pavable

334

540

Kumber of Domestic Properties in eech Class

a5 751 2 5 a0

4,912

The calculastions are based on en estimated personal community charpe af

gafety net of £99.

=

Takle 1

and Teble 2 an estimated personzl communlity charge of £270,

The estimated personsl community charge is besed on & DOE

1265y 90 inflation.

The estimate is for guidance only.

1520/,91 perscnal community charge will not be Eoown until

No account is taken of any rebate entitlement.

s
Oe
28

L

ie Therefore bas+d on a estimated personal

2 |

ils and accurate pesessments of thid
iy 1890,

£270 and & first year
community charpe of £171

zalculation fer 1B88/B5 uprated by




CONFIDERTIAL

PRIME MINISTER

MEETING ON SAFETY NET WITH HICE RIDLEY AND JOHN MAJOR: 5 JULY

You saw over the weekend the latest papers from Nick Ridley

and John Major on possible solutions to the_bummunlty Charge
safety net problem. Those earlier papers are immediately

baelow this note. e

e ——

I have now arranged for you to have a meeting with the two

of them tomorrow morning in an attempt to reach an agreed
Ly, S

approach. In advance of the meeting you may find 1t helpful

to look at the further note now enclosed from Richard Wilsaon
(Flag D) that seeks to identify the major issues.
2 e
_— i

BuOSHL

duy UASK

PG

§ July, 1989.

JDB 3
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Re.0189 ,__ Re SCY B/055

M Whitehall Landoa SWIA 2AS Telephone 01-20 0170

M H Rumble Esqg

Home OLLice

Ahell House

John Islip Street

LONDON SWI1P 4LH 21 June 1989

Deav Mate

COMMUNITY CHARGE REGISTER: ANONYMOUS REGISTRATION

During the passage through FParliament of the Local Government
Finance Ackt, concern was expressed about people whose safety
might be put at risk if their names appeared on the public
extract of the communitty charges register. This note sets
out the procedure whereby Ministers and senior officials in
vour department may sesk to have their names excluded from the
public extract, which - 1f vou have pot already done 30 — you
may wish to bring to their attention. There is a strong case
for suggesting that all Ministers and those officials of

Grade 3 or above in sensitive posts should be advised to apply
for ancnymous registration.

2. Begulations made under paragraph 17 of schedule 2 of the
Local Government Finance Act regulire a Community Charges
Registration QEfficer (CCRC) to omit names from the extract if,
in his or her view, there iz cause to believe that their
inclusion might result in any person being subject to the

threat of physicel vioclence. This procedure; Knowh as anonymous
registration, will be a necessary option for Ministers, certain
senior officials and others in sensitive posts who are anxious
to conceal their whereabouts.

B CCROs should ensure that the guidance notes which accompany
such canvass forms include an explanaticn of the public extract
cf the register, and the cpportunity for people at risk to be
excluded from it. They should indicate that advice on anonymous
registration is available and may draw attention to the
availability of a separate application form [(should CCROs decide
ocn this approach) for anonymous registraticon. Telephone numbers
and addresses of enguiry points should be included in the
guidance notes.




RESTRICTED

4. As soon as any application for omission is received by a
CCRO the inclusion of that person's details in the extract will
be delayed (or his entry deleted if one has already been mada)
until the CCRO in guestion has had an opportunity to consider
the application. Where necessary, the CCRO will confirm that
the names of other adults belonging to the same household or
adult members of the family will not be shown on the extract.
The Department of the Environment have given assurances that
applications for exclusion from the extract will be treated
with sensitivity, and correspondence and data on this subject
will bea gecurely handled. ;

o A copy of this letter goes to all those on the attached

List.

Yows o,

.

H B TAYLOR




1O DOWNING STREET

LONDOR SWIA 1o

Fram the Private Secretary 3 July 1989

STANDARD COMMUNITY CHARGE

The Prime Minister has seen the recent
exchanges on the Standard Community Charge,
culminating in your Secretary of State's
letter of 2% June to the Secretary of State
for the Environment. She suggests that this
issue might be added to the agenda of the
E{LF) meeting on & July.

I am copying this letter to the Private
Secretaries to members of E(LF) and to Sir
Bobin Butler.

A S
e
Ll:'.-'"'.-{

FAUOL GRAY

David Crawley, Esqg.
Scottish OfEice

CONFIDENTIAL
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PRIME MINISTER

INNER LONDON TRANSITION GHANT

'h

il

3 In ELL?}{EQ}S Nick Ridley proposed a specific grant for

transitional education costs in inner London which would give the
boroughs an opportunity to reduce inherited overspend from ILEA
before it falls on their chargepayers. The Committee broadly

endorsed the proposal but asked for the details to be considered

-

further.

2. I have consulted ¥ick and John Major and set out below

the conclusions we have reached.

3. ILEA is budgeting to spend about £1000m in 198%-90. The
AButhority would undoubtedly be spending ;-;::::raéal more without
successive years of precept limitation. Nevertheless, their
spending is significantly above the figure of between £750m and
£800m for education in inner London which is emerging from the
current work on assessments for standard spending. That gap will

place a heavy burden on chargepayers until the boroughs can begin

to get to gripa with the root causesa of the overspend.

CONFIDENTIAL




4. E(LF){89)3 indicated that on the basis of an analysis of
the potential for longer term savings the grant might be set at
the level of £100m in the first year. This would not of course
represent the total implied gap of E200m-£250m between
assessment for standard spending and likely actual spending when
both the safety net and transitional grant are phased out.
However I accept that £100m is a reasonable figure for the
purpose of affording some protection to chargepayers, and the
community charge exemplifications in papers E(LF)}(8%)3 and 4 are
calculated on this basis. Those exemplifications also assume
that the transitional grant is outside rather than inside the
safety net. This will allow it to have maximum impact on
community charges in the first year. It also prevents the
grant's distribution from interacting with that of whatever
safety net arrangements we agree upon. The grant will be within

AEF but not deducted from standard spending.

- We have considered the appropriate length of time for the
transition grant to last. While I think a grant lasting seven

to eight vears would be justified, Mick and John think this is
longer than necessary and I am reluctantly prepared to accept
their view that there should be a taper that would reduce it to

zero in year 6.

6. We need only indicate the first year guantum and the
length of grant in our July announcement. In the Autumn we

would announce the detailed profile of the grant and the method

CUNFIDENTIAL
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of distribution between boroughs. The sort of profile we have in

mind would be:

194590-91 1991-92 1952-93 1993-94 1994-85

100 70 50 20 10

The distribution between boroughs would be made on a stable
formulaic basis. Current under 18 population would be cne
option, but I wish to consider the wvarious other possibilities
for distribution and the precise profile further with Nick and
John. As this grant is to assist transition and allow the
boroughs time to achieve savings rather than to support spending
of any particular nature it would not be paid as a percentage of

any part of actual spending on education.

7. As E(LF)(89)2 indicated, we would need to take a power
in the Local Government and Housing Bill to pay the grant. We
envisage that this would be done at either Lords Committee or
Report Stage through a relatively minor amendment to an existing

power in the Education Reform Act.

8. I hope E(LF) will be prepared to endorse the proposal for
an inner London transitional grant on this basis. Copies of this

minute go to all members of E(LF).

kb,

3,,'411.;.- 1989
"l

UUINTIULIN | ML




r:,wen,.% \ECmeE T

éEt.PEngE3.?;13tE

f};\ B(A-€)
E 5

Treasury Chambers, Parhament Street. 3W 1P 3AL

Roger Bright Esqg
Private Secretary to the
Seacretary of State for the Environment
Department of the Environment
2 Marsham Street
London
EWl
S July 1989

E(LF)
I attach a note by Treasury officials setting out the option for

asgistance to tha north.-and explaining the Chief Secretary's
preferance as between the” options E(LF)B89 #.

l-fJ\_-l'.
At
HlﬁgﬁzM:Lhﬂﬁ

Private Secretary

.
LS

A copy has gone tqﬂﬂd. 10.

s




THE SAFETY NET AND THE NORTH: NOTE BY TREASURY OFFICIALS

Four of tha six safety net Opticns envisaged in E(LF)(83)4
proposed that, in “losing® local authority areas, the first £25 or
€26 per adult of losses would be allowed to feed through. In
other words, for standard spending the safery-netted Community
charge in such areas 1n 1960-91 would be E£I5 or so above the

uprated 1385-90 average rate bill per &
¥ gaining areas are to
enefit from szcme cf thelr ing in th f year it will be
necessary to alleow s2me IoaEe re through. But, by and
large, it is areas in tha goo-h of Englaznd which will receive the
gains; it is the north including sensitive areas in the north-west
such as Pendle, Hyndburn, ralderdale and FRossendale, which must

bzar the losEes.

3. In these northern areas, average rate bills per adult are low
due to a combination of low rateable values, the cperation of the
present grant system and in many cases relatively modest spending.

&. At present, such areas are not expecting to bear any lossas
for standard spending: under the safety-net proposals announced
last year, all losses vers IO be fully protected. Allowing
through the first €25 or §36 of losses as the Environment
Secretary now proposes represents a greater proportionate burden
for those areas than for chargepayers elsevhere.

Asslstance to the Forth

- - £ e - T ot
- ¥ A modest addition to the Environzent Secretary & pr-:pcn&‘[?"

would protect in full these sensitive areas, by allowing mo losses
to feed through. (In principle, this could be in the form of a

epecific grant or, 23 axe=clified here, an adjustrent to th

eafety-net.) The qualifying areas cou.d be selected on the bas.s

of:




(i) low average rate bill per adult;

(it} low average docestic rateatble v2..88;

(4ify) low total rateable values per adult]
some combination of the three.

6. I exemplifications atrached are on the basis of (1i) ahove

=

with ualifying areas being
rateable valuss halow a threshol:s =t £135.

those loce!l -=~rities with average

=l PR
doMmesTIc =

T On this basis, 2§ .c--2l authorities would gqualify and would

baar no logses undar the safety-rnet. The cIst of this additional

glemert would be around £70m.

The Case for Help

8. Assistance has Dbeen agreed for inner London to reduce the
impact on chargepayers of inheriting ILEA cverspend; assistance is
degirablea in the north because:

(1) =a flat-rate loss would impcsa proportionately
higher local tax burdens in areas vhere the average rata

bill per adult is low;

(ii) local authorities (LAs) with low rateable values
have received relatively more grant (for standard
spending) under the present grant system because of
their low rateable values; LAs need time to adjust the
spending to lower grant Sititlesents from 1990 oawards,
if they are not to burden local domestic taxpayers
unduly.

-

9. This adjustment tS Lhe safety=-net €:--%
to any of the [our safety net opticns set out 1 E{LF)(B9}4, in
which the first £25-26 of losses fped threough.

SECRET
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10. The Chief GSecretary s view is that it would be best to take

slemant for the north in conjunction with optien 5 - in
fixed percentage cf their gains

- S
Li.5 TEW

which the gainers are allcwec &

(around 40%). Such proposals (including the new element for the

northj:

losses in the most sensitive

protect chargepayers in Anner
aiditional burden of inherited ILEA over

-

e

{dy allow through around 40% of all gains in the first

year.

1, The Chief Secretary is not attracted to option &

E({LF)(89)4 because the proposed flat-rate contribution of E26:

rurne spall losers into big losers;

turns some gainers into losers;

provides for a common E26 per adult contribution to

the safety-net: that will be wrongly interpreted as

an addition fo everyona's cnﬂ_&iq charge.

[ . e

Nor would any propesal te top-slice an element of Revenue

":I.ar-?. L Elﬂ:- E ¥ __l--i.t\..-q..'

be helpfuls: o




need primary legislation;

2) add significantly to the published community charge

for standard spending (CCSS), taking it above E300;

add to public expsnditure,
raise their spending to

her CCELD
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Ireasure Chambers, Parliament Street, 5W1P 3AG

The Rt Hon Malcolm Rifkind QOC MP
Secretary of State for Scotland
Scottish Office

Dover House

Whitehall

London 2521

7 #ld.

STANDARD COMMUNITY CHARGE

I have seen the recent correspondence on this subject beginning
with vyour letter of B8 Junée and resting with your letter of
289 June,

I sympathise with the point that your powers in Scotland differ
from Nick Ridley's in England and Peter Walker's in Wales. I also
share your concern about the potential damage to the community
charge policy from “hard" cases on second homes.

That sald, I share HNick Ridley's anxieties about prescribing a
maximum multiplier of one for the standard community charge, even
in Scotland. While it might be possible for this to co-exist with
a maximam multiplier of two: in England and Wales; there seems
little doubt that Nick Ridlev and Peter Walker wovld come under
pressure to follow your lead. We would therefore risk ending end
up with a standard charge multiplier of one throughout the
country.

My specifiec concerns about thie are as followsd

= First, setting the standard charge multiplier at one
would have the political difficulty that it would be
sean as a substantial concession to the wealthy, and
also to many Ministers.
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Second, a standard charge multiplier of one would
increase the average personal community charge by an
avarage of some E3 a head (and by substantially more in
areas with a large number of second homes), with
additional community charge rebate costs of some £2.5
million a year in Scotland and £25 million 1in England.
In addition, people on income support would have to pay
slightly more.

Although I well understand your misgivingz, T would hope it may be
possible to solve the problem, as Nick Ridley has suggested, by
giving local auwthorities discretion to deal appropriately with
defined cactegories of hard cases. It seems to me that this
golution merits close consideration as a matter of urgency.

I sea no problem in your other proposals except that I would not
favour prescribing as exempt from the standard charge any proparty
which is unoccupied and unfurnished. I fear that a continuing
exemption on these lines would encourage pecple to retain second
homes, while leaving them unoccupied and unfurnished, thus
exacerbating the problems of housing shortage. Would it not be
better to limit the period of exemption to (say) three months,
possibly with discretion te local authorities to extend the pericd
in certain cases?

I am copying this letter to members of E(LF).

f
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COMMUNITY CHARGE: PENDLE

John Lee is coming to see you tomorrow to talk about his

future and about the impact of the community charge in Pendle,
i
Mark Lennox-Boyd has prepared a note on the former.
et e i
Two distinct problems can be identified with the community
charge.

(a) Thera are those authorities whose long run community

charge is below the current rate bill per head. Their

——————— e

interest is to get to the long run position as fast as
possible and they will resent the safety net if it

delays this procesas.

- —

il

There are those authorities whose long run community

charge is above the current rate bill per head. There
are numerous such authorities in Lancashire. In truth
those low rated authorities have been getting a wvery

favourable deal out of the current arrangements and it
is arguable that the new system will be much fairer as
it will eliminate the hidden transfers, Nevertheless,

e e

there 18 a difficult transitional problem.

Pandle is in the second category. A comparison of columns 2
and 1 of the attached shows that they face eventually a risa
of €100 per head. The published safety net implied no move

e
towards the long run position in the first year. Most of the

complaints about this option were from the long run gainers
who did not see agy of their gains unless they wars over £75.
Column 8 shows the affect of asking all anthorities to pay
£26. Column & shows the effect of having no losses i.e. no
increases over the 1989-90 rate bill in real terms, but with
the gains held back in a differant way. Thus Pandle's
position is axactly the same as in the published safety net.

CONFIDENTIAL
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Line to take

You recognise the particular difficulties of authorities such
as Pendle and a great deal of work is being done to look at
alternative safety neta. It is most unlikely that the version
which emerges will be the one which has been used publiely for
illustrative purposes, but for the moment you cannot say what
the outcome will be. [Adjusting safety nets does not, of

coursa, do anything to modify the long run position to which
Pendle will aventually have to movel].

s

ANDEEW TUORNBULL
3 July 1%8%
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PRIME MINISTER

UNIFORM BUSINESS RATE: TRANSITIONAL ARRANGEMENTS
[E(LF) (89)5]

DECTETONS
This 3joint paper by Mr Ridley and Mr Walker seeks agresoment to

changes in the <transitional arrangements for the Uniform
Business Rate (UBR), following consultation on the Government's

proposzals.

x. The basic protection for losers would remain unchanged: tha

annual increagses in their rate bills would still be linited o
20t 1n real terms for large properties and 15% for small
——

properties as proposed in the consultation paper. The main

igsues are:

(N tha dafiniticon of =mall properties. Tha consultation

paper proposed rateable wvalue thresholds of £7,500 in
Lendon and £5,000 elsewhere, on the new wvaluations. Mr

Ridley and Mr Walker now propgse _to increase these
i¢,p0n 1 T Bt
thresholds to £15,000 in London and>£10,000 elszewvhere. The

Chief Secretary favours a smaller increase, to £10,000 in

London and £7,500 elsewhere. ¥You will wish to decide whether

to epdorse Mr Ridlev's judgement of the right level.

1i. how protection for the losers should be financed. The

consultation paper proposed that gains should be phased in

to pay for the protection for losers, with annual limits an

raeductions in rate bills of about 10% 1in real terms for

— @02 =———
large properties and 15% for small properties. Instead of

this, Mr Ridley and Mr Walker now propose to pay for the
transition mainly through a premium on the UBR poundage,

with a 20% limit on real EEI.i.TJE in the first year only. The

Chief B8Secretary would prefer to retain the original
proposal. You will wish to decide which would be better.

CONFIDENTIAL
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iii, the treatment of new occupiers of existing premises.
The consultation paper proposed that new occuplers would

benefit from transitional protection. Mr Newton wants to
stick te this. But Mr Ridley and Mr Walker now wish to
aexcluda them. ¥You will wish to decide whether thelr
gpproach would be beatter.

1 23 Amendments are needed to the Local Government and Housing

Bill to provide powers for the transitional arrangements., These
—_—

would need to provide specifically for & premium on the UBR

poundage if E(LF) accept the proposals from Mr Rldley and Mr

Walker. Decisions are he [s]

skage towards the end of Julv.

_— —
MATHN ISSUES

Definition of Small properties

4. The alm is to give special protection to small businesses
facing increases in their rate bills. Because of the difficulty
of defining a small business it has been agreed that the
protection should given te all ratepayers with small premises.
The difficult judgement 1s where to fi;_zhe threshold, so as to
include as many small businesses as possible while excluding so

far as possible individual premises cperated by larger businesses

such as banks and multiple retailers.

B The consultation paper proposed limits of £7,.500 in London
and £5,000 elsewhere on the pew 1990 list. MAbout 60% of all non-
domestic hereditaments in England would fall below these
thresholds (a figure which however includes a large number of
minor sites like advertising hoardings, lock=-up garages and small

sheds). Representatives of small businesses have unanimously
criticised the proposed limits as being too low. They claim that

in many areas no real business premises at all would benefit.

—

i —
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6. Mr Ridley and Mr Walker propose to meet these concerns by
accepting the alternative limits put forward by the EEEEE for
Private Businesses, of {15,000 in London and £10,000 elsewhere.
This would bring in 78% of all hereditaments in England,
accounting for 16% of EE;—;:lal rateable value on the new list.
The Chief Secretary believes this i= too generous. He proposes
limits of £10,000 in London and (7,500 elsewhere, bringing in
about 70% of hereditaments and 12% of total rateable wvalue.
— —
7. You may want to assk what the extra coat of Mr Ridley's
' ' — u '
proposals would be compared with Mr Majeor's. Our understanding 1s
prthat in England it would amount to about £80 millien spr&ad aver
5 years, which would be small enough to avold any substantial
:Wain the limits on gammed to finance the transitional

protection for losers. If so, you may feel that the arguments

peint to the slightly more generous treatment of small businesses

——

proposed by Mr Ridley.

=

Financing protection for losera

8. The consultation paper proposed that the cost of the
transitional protection for losers should be met by delaying the
larger gains. Because of the skewed npnature of the qaina and
losses, annual limits of 10% for large premises and 15% for small
—y —_— e T p——
premises would be necessary. Following consultation, Mr Ridley
is concerned that such tight limits would create great resentment

e —

among businesses which would benefit from substantial reductions

————y
in their rates were it not for the transitional arrangements. He
e

therefore proposes to finance the transition through a premium on
e,

the UBR poundaga (4p in 1990/91 and 1991/92, falling to E.EP,
1.5p and 1p in subseguent years) and a 20% limit on real gains in

199ﬂf91'331y. Mr Walker proposes a simIilar arrangement, although

smaller premia would be necessary in Wales (2p, 14%p, 1p %p and Op
in the first 5 years). But Mr Major opposes any change from the
proposals set out in the consultation paper.

The main advantages of Mr Hidley's proposal are:

CONFIDENTIAL




B it would allow real gaine up to 20% to coma through in

1990/91 and all gains to come through completely by
1991/92 subject to the premium added to the UBR poundage
(about Eli in England in both years);

S .

ii. it would meet pointe made by many consultees,
particularly the Association of British Chambers of EEEEE?EE
(ABCC), the body which Mr Ridley believes is most
representative of business as a whole;

iii. it would simplify the transitional arrangements,
particularly after 1390/91 when the limit on gains would
dizsappear. =

The main disadvantages are:

- it involves an increase in real terms of 11% }ﬁ_ihe UBR

poundage in 1990/1991. If the RPI is still arocund 8% in
——— i
September when the UBR indexation 1is fixed, that would mean
a 19% cash increase 1in rates for 100,000 busipesses which
could otherwise expact an increase roughly in line with
inflation (those who are neither gainers or losers from the

UER) ;

ii. 4t increases the number of losers in 1990/91 frnm'53%j
to 51% of all ratepayers, and reduces the number of gainers

from 40% to 32%;
Fo- -

r

1ii. it might therefore simply promote opposition from a new
L L] » H‘__'-ﬁ
group of businesses (those with modest gains and losses, or

noneg at all) which weare contant with the consultative
. e ————
proposals. It 183 noteworthy that the CBI have refusad to

r—

express a preference on this issue.

11. You will wish to consider the balance of these arquments.
When E(LF) last discussed the transition to the UBR in April 198B
(E{LF) (B8)3rd Meeting) they discussed the possibility of a

CONFIDERTIAL




premium on the UBR poundage to help finance the transition. They
concluded that it would be right to retain the flexibility teo put
a small premium on the general NNDR poundage if that proved
nacessary to avold teoo tight a limit on reductions in bills; but

that it would be better to avoid a complex scheme of that sort if

at all possible.

——

Treatment of new occupiers of existing premises

12. The consultation paper proposed that protection for losers

should apply to all existing (but not new) premises, even If

there was a change of occcupier during the transition. Consultees
have suggested extending protection te new buildings, te aveoid
distorting the market as between new and existing premises. Mr
Ridley proposes to move in the other direction, by removing
transitional protection from existing premises Iif there is a
change of occupier. Mr Newton disagrees on the grounds that it

could distort the normal turnover of commarcial property by

giving businesses an incentive to stay put; and could even cause
hardship where an occupant found the value of his lease reduced
because of the rate bill a new occupant would face.

13. You will wish to decide whether Mr Ridlev's proposal to
remove the protection for npew ogocupiers of existing premises

would be the better option. Neo option appears to provide a

perfect solution to the risk of market distortions during the
transition. Mr Ridley's proposal would at least aveid
distortions in the market for commercial premises, whether new or
old. Some adjustment in the value of leases as a result of the
UBR may be inevitable.

HANDLING

14. You might ask the Secretaries of State for the Environment
and Wales to speak first. ¥ou might then invite the chief
Secretary, Treasury and the Chancellor of the Duchy of Lancaster
to put their views. The Segcretary of State for Scotland has said
that he has no objection to Mr Ridley's proposals, although ha
does not propose to follow them in Scotland, where the 1990

CONFIDERTTIAL
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ravaluation should be less traumatic than the introduction of the
UBR in England and Wales. But he and other members of the Sub-

Committese may wish to comment.

o

[ ==

R TJ WILSON
30 June 19838
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PRIME MINISTER

STANDARD COMMUNITY CHARGE ARBANGEMENTS

Barlier in the yvear, Malcolm Rifkind expressed concern about

the operation of the standard community charge arrangements in

Scotland; his worry was that setbting the standard charge at

———

twice the personal charge produces great anfairness in
T e e ——

Scottish circumstances. But you and other colleagues resisted
= & e
any change to the existing arrangements.

Malcolm Rifkind has now retucrned to the charge. 1 have not so

far bothered you with these latest exchanges. But the issues
show no sign of being resolved.

I am attaching the latest papers, although I do not suggest
you Ery to go throogh them all. You may like just to go
through John Mills' minote immediately below, which summarises

the i1ssuss and problems. (The Ministerial exchanges are below

that if you wanted to dip into them.}

Procedurally, Jdoha suggests the best way to sort this out is

.

to add this issue to the agenda for next Tﬁurﬁdagfg_meetlng of
E(LF) . f

Are you ccnteﬁt ko do this? ru_iff

PAUL GRAY ~ *

10 Jume 1989

PM2ASZ
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PAUL GRAY 30 June 1989

STANDARD COMMUNITY CHARGE

This is a diffacult issue and I hawve tLtherefore seb out in

an annex a summary of the main differences between Scottish
ol

and English Law and the various proposals for change.

It 18 ¢lear that encugh difficulty on standard charge has
emerged 1n Scotland to make us think carefully whether any

— —
changes are needed in BEngland and Wales before next year.

——
—

The main issus: setting the overall multiplier

Malecolm Rifkind's main aim is to ease hardship on second
e e e L,

home owners by bringing the maltiplier down from 2, the

- ——— S
figure most local authorities have set; to 1. He would

achieve this by taking power to prescribe the multiplier

himseltf.
S

But Nicholas Ridley and Feter Walker are both strongly opposed

to this because of the severe un wisdom of Ministers becoming

directly involved in setting charges for second homes.

They would all be accused of having a personal interest \

and, te the extent they were seen to be 'reducing' charges,
of acting against the interests of personal charge payers
whose bills would go up.

The Prime Minister endorsed this view in the first round
i
of correspondence and I strongly recommend she maintains

her position against Malcolm Rifkind's proposal.




L) =k T B
CONFIDENTIA!

Rifkind's other proposals

All of these together would drive a coach and horses through

standard charge as & means of raising revenue on second

- —
homes. 1In any case he already has power to exempt prescribed
prei—

claszes of property. 3But there is no doubt that the Scottish

gcheme iz less flexible than the English, and it would be
; e ; ; :
quite reascnable to bring the two into line. This is in

essaenca Petar Walker's proposal. Tt would be mauch better

than creating a divergent get of rules in scotland, for

example on furnished property and holiday-lets.
=

Thig should however be subject to the clear understanding

that the power to prescribe classes of exempt or reduced-
P I T i o0

rate property can in fact be used to deal with the worst

kind of hardship cagses Malcolm Rifkind cites.

Could, for example, an "empty house' class distinguish between
a typical heliday home and one where an elderly parent had

gone away to convalesce with children (thus becoming liable

to parsonal charge at the children's addressa)? If not,

the English law, as well as the Scottish, ought teo be locked

—
-

at urgantly.

There is scome suggedtion that in Scotland, Community Charge

Reglstraticon Qfficers; who are employed by local authorities

fundamentally hostile to the wheole business, are interpreting
such cases very strictly and imposing standard charges when

e —

a2 house is empty in such circumstances just for a4 few months.

If such practice is not nipped in the bud, it could cause
endless trouble next year.

A way round this is to consider whether a specific exemptian

should be made for temporary absence from a sole or main

residenca, FE




Nicholas Ridlevy's counter—-proposal

He suggests meeting Scottish concern by giving local authorities

in all three countries greater diﬁ%retinn to reduce or remit

gtandard charges in case of hardship, =

This is ostensibly attractive, not least because it puts
the onus for discretion on local authorities not Ministers,

but it needs to be approached with great care:

1t will be seen as a benefit for gecond-home owners,

generally regarded as a well=-off group, with the

cost falling on personal charge payers;

it will be tantamount to an admission that the Community

Charge was having unjust effects. Certain local

authorities would exploit thig;

it will intensify pressure for personal community

charge relief, aspecially in remote areas where holiday

homes are situated and where standard charge relieaf
would have most jmpact on the personal charge itself;

as Malcolm Rifkind says, it would be wvery difficult
to set criteria which met all the kinds of hardship

likely to arise,
B

Pressure for Personal Charge Relief

This 185 a particularly sensitive reason for cautlon on standard

charge relief. For example, the Laird of Eigg is already

campalgning against anyvone on his island payving Community

Charge since theyv recelve no local anthority sercvices.
e ————— i
And the annexed cutting indicates the pressures emerging




in romote areas where few services are available and wherae,
L SE—— e Y

in the past, rates were particularly low. Were concessions

in the offing, cases such as these might well bhe thought
more deserving than the plight of second home owners.

£

Conclusion

A prudent approach to any change seems necessary. The two

obvions courses of action are

to bring Scottish practice into line with the more

flaxible English legislation;

clarification on temporary absence from a main residence,

which could alsc avoid a repeat in England of the
most emotive hardship cases which have undoubtedly

amarged i1n Scotland,

As for action to get the overall multiplier doewn, Ministers

must keep themgelves away from direct involvement. One

: b sasgeniigi ; ,
option for Malcolm Rifkind to pursue is Peter Walker's suggestion

that he should announce that next year's RS86G in Scotland

Wwill be based on an assumed multiplier less than the maximum

of 2 {(on which this year's settlement was based). This

e —

may persuade at least some authorities to set a lower standard

charge, This would require a very marginal reallocation
within the Scottish block.

To go-any Eurther would need wvery careful consideration

of the adverse impact on personal charge le?els. the Dressure

for personal charge relief which would arise, and the sensitivities
of Ministers' own position. All these seem to rule out
any major change.




Any solution must alsc be subject to legislative constraints.

Malcolm Rifkind's proposed changes; and indeed Nicholas
Ridley's; would reguire amendment to the Local Government
and Housing Bill, which is already under pressure because

of its size.

Given the eclear division of view between Ministers, and

e ——
the range of options i1nvolved, a digcussipn in E(LF), perhaps
e

at the 11 July meeting, might be opportune. I tmderstand

that, even if it was decided to introduce amendments to

the Bill, this could at a stretch be done at Leords Report
———1 —_—_———
stage in the spillover.

Becommendations

I recommend that the Prime Minlster should

= L,Eﬁgzznue to oppose the idea that the Secretary of
State should set the multiplier because of the sensitivity

e

of Ministerial involvement;

aexpress the need for great cantion on any changes

in 8tandard Charge rules, for the above reason and

o

to avoid creating pressures on the personal charge
e ——

side. This includes Nicholas Ridley's proposal for

——

local authority discretion, where the accusation

that the Community Charge was unjust could also arise:

neverthelese recognise the reality of concern about
Standard Charge in Scotland; but suggest it would

be impracticable Eg_gg_iﬂ:tﬂg{ﬂthan bringing Scottish

o
legislation into line with ours. Any action to

get the multiplier down would reguire reallocating

resources in the Scottisgh block o that, in settling

next vear's grant, the assumed multiplier could be

R = e

lower than 2:




ask Nick Ridley whether the Scottish experience has

lessons for England and Wales next year, and in particular

whether a specific exemption i peeded in all three

—

residence to remedy the kind of case described by

e ——

Malcolm Rifkind concerning elderly parente staying

countries to coOver temporary ébsence from a main
A

With their childreng

e ——

suggest a discussion 1n E(LF) to settle this once
for all.

= Al
| 'I.- h.l‘."' t hl' =
] R

L

JOHN MILLS




ANNEX

STANDARD COMMUNITY CHARGE: SUMMARY OF DIFFERENCES BETWEEN
SCOTLAND AND ENGLAND/WALES AND PROPOSALS FOR CHANGE

L:. In Scotland:

Local aunthorities determine a standard charge

miltiplier for their areas between 1-2 times their
L it R

personal community charges.

Secretary of State can prescribe classes of property

—

to be exempt from standard charge.
P

Onfurnished and unoccupied property is exempt for
e e s,

3 months, or more at local authority's discretion,

2. In England/Wales:

Local authorities determine a multiplier between

0-2 times the personal charge.

Secretary of BState can specify particular classes
of property. T Rt

Local authorities at theilr discretion can determine

different multipliers between 0=2 for such classes

of prnperﬁ%+ -

But the Secretary of State can lay down maximum

j e
multipliers between D=2 for such classes.

—
——

Malcolm Rifkind proposals for Scotland:

@ ns i

Secretary of Btate to determine the multiplier up
to a maximum of 2, but with serious consideration
to setting it at 1.




Unoccupied and unfurnished property to be prescribed
as EXempt .

noccupied but furnished property to be exempt for

3 months, or more at local authority's discretion.

Second homes genuinely available for holiday lets

gshould be moved into non—domestic rating.
o e

Counter-proposals

Hicholas %EEEEI’

= —

Local authorities in all three countries should

have digcretion, on the bagiz of ecriteria to be
dgrecd, to reduce or remit standard echarge in cases
of undue hardship.

—_— — —

Rifkind opposes this because of the sheer difficulty
of defaning all the appropriate categories of

hardship,

Peter Walker:

Sgotland should adopt English/Welsh model where

Secretary of State can prescribe wvarious classes
and set maximuom multipliers in each case. But there

must be no presumption to set an across the board
_-—-—-_ -

multiplier of 1.
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Highland erofts suffer most as poll tax bits

Seottish erofters paid little in rates because they received little in return.
Hut the pall tax is higher in the country than in towns, bringing desnands
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PRIME MINISTER

COMMUNITY CHARGE SAFETY RET

We had a brief word on Thursday evening about the position

reached on the safety nef discussions. The issue is due to

—runay,

comé to the next meating of E{(LF) on Thursday. But you agresd
at the most sensible next step would be for you to have a
word with Mick Ridley and John Madjor.

e

e —

Given diary constraints this may have to wait until Wednesday

morning. But over the weekend you might like to have a
further look at some of the papers.

i S

I suggest you start by looking at the paper that was befora
the last E(LF) meeting. This is at Flag A. I suggest you

logk particularly at the exemplifications in table 4 of that
paper. You will want te work through this area by area, so

that you can judge which present the most political
e el N o

sensitivity. 1 suggest yvou concentrate on the variants sat

——'_._'-_-

out in column 7 of table 4 (the so called option 5) and column
T m— ——

8 (the so called uptiog §)- Option 5 is John Major's

preferrad starting point. Optien 6 1= that favoured by Nick
Ridley, =T S

g

The next note to look at is the further material provided
today by John Major's office at Flag B. This explains his
thinking on the sensitive areas in the north west, and the way
in whieh this might be met at an additional cogst of around €70
million. == =

ﬁTﬂale; there is also some additional material provided by

Nick Ridley's office at Flag C. This is more complex to
e
follow, and provides another table with yet more options. All

the new options set out there have a different starting point

to those in the original paper at Flag A; rather than

SECRET




contributions to the safety net being shown on the community
charge bills, it is& assumed the total of basic grant is Eirst
reduced by some £950 million and then distributed separately

as grant to pay for the gafety net. The later columns of the

new table then set out various ways in which extra grant of
EL1DD million might ba usad to aﬂhiev? the sort nf_Egrgeting

John Major is advocating.
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CONFIDENTIAL

FRIME MINISTER

MEETING OF E(LF): 6 JULY

A few weaks back Nick Ridley circulated revissd proposals for
F . T—— . 3
the transition arrangements under the uniform business rate.

John Major (and to a lesser extent Tony Newton) raised
cbhijactions, and yvou decided it would be best to remit the
issues to BI(LF). It will now be discussed at next Thursday's
meating of the Committee.

Inmediately below this note ls my earlier minute that sought

to summarise the issues and the positions taken by the

different Ministers, The further papers below area:

Flag A Summary paper by Nick Ridley and Peter Walker, to
which the earlier exchanges of correspondence are

P ——— ]

annaxead.

Flag B John Mills' brief

Flag C Cabinet DEfice brief

Next Thursday's meeting of E(LF) will also need to cosnider
the position of the Community Charge safety net: I have put

the latest papers on this separately inm the box.

The meating may also need to consider the latest exchanges
between colleagues on the standard Community Charge; again

vouu will £ind these separately in the box.

—
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30 June 1989 (louly on A
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Treasury Chambers, Parliament Street, SWIP 3AG

Paul Gray Esg
Private Secratary
10 Downing Street

London
5wl

Neoy Paru

E({LF)

As requested, I attach a note explaining an option for adjusting
the gafety net to assist the north, and setting out the
Chief Secretary's preference as between the safety net options set
cut in E(LF)89 4. The Chief Secretary has not yet seen this note
and I will let you have any further comments from him on Monday.

I am copying this to Richard Wilson (Cabinet Office)

"[m ';
Cams

MIS5 C EVANS
Private Secretary
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THE SAFETY NET AND THE NORTH: NOTE BY TREASURY OFFICIALS

Four of the six safety net options envisaged in E(LF)(89)4
proposed that, in "losing" local authority areas, the first E35 or
£26 per adult of losses would be allowed to feed through. In
other words, for standard spending the safety-netted community
charge in such areas in 1990-91 would be EEE_ or so above the
uprated 1989-30 average rate bill per adult.

2. Within the self-financing safety-net, if gaining areas are to
benefit from some of their gains in the first year it will be
necessary to allow some losses to cCome thrnugh But, by and
large, 1t is areas in tha gaguth of England which Hlll receive the
gains; it is the north including sensitive areas in the north-west
guch as Pendle, Hyndburn, Calderdale and Rossendale, which must
bear thé losses.

el

3. In these northern areas, average rate bills per adult are low
due to a combination of low rateable values, the operation of the
present grant system and in many cases relatively modest spending.

—

—y

4. At presant, 8such areas are not expecting to bear any losses

for Etanda:d Epandingl under the safety-net proposals announced
last rear. all losses were to be fully protected. Allowing
through the first €25 or £26 of losses as the Environment
Secretary now proposes repr;Enth & greater proportionate burden

for those areas than for chargepayers elsewhere.

e m—E—e
Asgistance to the NHorth

- A modest addition to tha Environment Secretary's propogals
would protect in full these sensitive areas, by allowing no losses
to feed through. {'In principle, this could be in the form oI &
specific grant or, as exemplified here, an adjustment to the
BafEtg-net.] The qualifying areas could be selected on the basis
ol




(i) low average rate bill per adult;
(ii) low average domestic rateable wvalues;
'-__—-

(iii) low total rateable values per adult;

or some combination of the three.

6. The exemplifications attached are on the basis of (ii) above

e —
with qualifying areas being those local authorities with average

domestic rateable wvalues bealow a threshold of 51333

7. ©On this basis, 26 local authorities would gualify and would

bear no losses under the safety-net. The cost of this additional
element would be around E70m.

e

Thae Case for Help

8. Assistance has been agreed for inner London to reduce the
impact on chargepayers of Iinheriting ILEA overspend; assistance is
desirable in the north because: .

(1) a flat-rate loss would impose proportionately
higher local tax burdens in aresas where the average rate
bill par adult is low:

TR

(ii) local authorities (LAs) with low rateable values
have received relativ&l? more Erant (for standard
spending) under the present grant system begause of
their low rateable valuas; LAs need time to adjust the
spending to lower grant entitlements from 1990 onwards,

if they are not to burden local domestic taxpayers

unduly.

9. This adjustment to the safety-net could in principle be added

to any of the four safety net opticns gat out in E LF)(89)4, in

which the first EES 26 of losses feed through.

e ——
SECRET
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8,

10. The Chief Secretary's view is that it would be best to take
this new element for the north in conjunction with option 5 - in

o T T, S EEEm——.
which the gainers are allowed a fixed percentage of their gains
{arcound 40%). Such proposals (including the new element for the
north):

(a) would prevent any losses in the most sensitive
A ————
areas in the north;

{b) keep losses elsevhere down to E£25 per adult, as
proposed by the Environment Secretary;

(c) protect chargepayers in inner London from the
e c——
additional burden of inherited ILEA overspending; and

{d) allow through arcund 40% of all gains in the first
year.

11 The Chief Secretary is not attracted to option &
E(LF)(83)4 because the proposed flat-rate contribution of £26:

turns small losers into big losers;

turns some gainers into losers;
— e

provides for a common E26 per adult contribution to

the safety-net: that will be wrongly interpreted as

an addition to everyone's community charge.

12. HNor would any proposal to top-glice an element of Revenue
Support Grant to meet the cost of this £26 flat-rate contribution

ba helpful: it would

SECRET
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1) need primary legislation;

———

2) add significantly to the published community charge

for standard spending (CC5S8), taking it above £300;

3) add to public expenditure, by tempting authorities

to raise their spending to a level consistent with the

higher CCES.
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AUTHORITIES WITH DOMESTIC RV PER HEREDITAMENT BELOW £135

Domestic RV Long-run charge

per compared to CC5S5,
hereditament roverspend’ (+)/
'underspand ’ (=)

£

Barnley
Pendle

Wear Valley
Hyndburn
Barrow in Furness
Calderdals
Teasdale
Easington
Eirklees
Barnsley
Copeland
Blackburn
Rossandale
Der:ERtside
Eingston upon Huall
Bradford
Torridge
Sedgefield
Allerdale
Eden
Bolsover
Wansbeck
Wakefield
York
Boothferry
Rotherham
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GRANT EETTLEMENT: SAFETY NETS ETC

Ags we agreed this morning I am sending you with this letter a
nunbar of further exemplifications of possible alternative
traatments of the safety net, together with a technical
axplanatory covering note.
2. It may be worth rehearsing again tha different obhjectives
The basic
concept is to protect losing uutﬁg;ities Erom 195535 in the
first year by giving them additional grant, and to pay for
this by limiting the gains of geining authorities. It has
been accepted for some time however tThat we ought not to
prevent all gains cﬂming through, and we have always envisaged
that gains above £75 a head should be allowed to come thoough
from the first year onwards, It has always been a possibllity
that losing authorities might have to take some of their
losses from the first year in order to allow some of the gains
to come through.

3. As it happens the decislons so far taken by Ministers
about the total of grant would provide sufficient additional
grant to allow gains above £75 to come through immediately
without placing any additional burden on the losers. S0 the
first and simplest possibility considered by Ministers already
would be to stand firm on that original =safety net which will
ba the present public expectation.

4. My Ministers have however taken the wiew that
contributions of up to £75 a head by gaining authorities will
ba very much resented in those areas and will cause a great
deal™6f trouble. They therefore proposed to E(LF) a wvariant
opftion effébtively to pay for the safety net by a £26 a head
increase in the community charge throughout the counmtry. This
would produce sufficient resources to protect all authorities
from any losses sbove this £26 a head, and to allow all gains
above £26 a head to come through immadiately. They thought
this would be simpler to explain, and patently more equitable.




Da My Minigters also take the view that it would be highly
degirable not to have to show the contributions to tha safety

net on the community charge bill. They would therefore prefer
to reduce al O agic grant by £950 million (egual to

E26 r head throughout the country)™ and distribute this
aepﬂﬁ'”ﬁ__%m safety net, i.e. for
protection or losers. This would however require an
amendment in the Lords to the legislation in the current Local
Government and Housing Bill. It would also have a down side in
that the community charge for stagdard spending {C55) would be
£26 a head higher which will mean a larger increase from the
figures we have publish or 89 an 9/90 charges.
This would also mean that authorities would find it easier to
set charges balow the CCS55 or alternatively might give them
an eagier pretext for increasing their actual spending without
exceading the CCSS ).

B In subzequent Ministerial discussions particular
concern has been expressed about certain authorities which
hawve very . low rateable values at present, and which therefore
will face pspecially large proportionate increases in bills
when thea safety net is eventually removed. It has been
suggested that such areas may nead additional protection. We
have exemplified wvarious ways of attempting to do this, some
of which are i1llustrated in tha attached tables.

7 My Secretary of State feels that if anything on these
linas wara to be done the option of doing it by a separate
specifig grant (Column 4) would probgbly be the best, sinCe
this would make it clear that the objective was somewhat
different from that of the general safety net. It would alsc
enable the protection to be phased out over a different number
of years from the general safety net if it were thought that
this is desirable. Again, legislation would be necessary. My
secretary of State is not at present convinced that a
modification on these lines is in fact necessary; but he has
endeavoured in the attached passage to sketch out how such a
grant might be best presented if colleagues decided that they
do want it.

8. My Ministers are conscious that apart from areas of low

rateable wvalue there are other areas of sensitivity in the
stribution.

Some of the London gures are still

uncomfortable, and though the proposed education grant for
inner London boroughs will help with some of the inner London
difficulties, there are also some sensitivae areas in outer
London which may need further consideration.

9. My Secretary of State is out of London today and has
not yet seen all the attached exemplifications, though he has
approved the basis on which they have bean constructed. He
would be glad to discuss the wvarious possibilities further
with the Prime Minister and the Chief Secretary if that would
ba helpful. Meanwhile we are not circulating any further
papera on this for E(LF). I am copying this letter to Carvs
Evans in the Chief Secretary's office and to Richard Wilson in
the Cabinet Office.

1IA-F"\_/"\
}- .--’-.}
ROGER BRIGHT
Private Eacretarf




Poseible Passage on Low Rateable Value Aress for Statament

"I alsoc intend to provide axtra grant for authorities with a

vary low rateable value per domestic hereditament. These are

tha authorities, whare due to the historiecal accident of low

valuaes, the adjustment to the full community charge i=

generally the greatest proportionately. Tha original safety

nat proposals would have prevented them from paying any

increase in the firgt year in real terms beyond the existing
ey L ————— e el o e———— e e B i e — e

I do not think wa ocan frustrate their

expectations becauge of my revised proposals for the safety
net. I therefore propose a specific grant of £26 per capita
for auvthorities which domastic ratable wvalue per head was £130

or less, tapering toc zerc for those of L150 or more."




REVENUE SUFPORT GRANT 1980,/91: SAFETY NETS

Note by the Department of the Environmant

1. This paper sets out some further figures for safety net
options for Ministers to consider over the weekend. The Annex

balow sats out the key numbers for the options shown in the
attachad tabla.

2. The firset option, shown in column 3, is the Secretary of
Stata's preferred option as put to E(LF) for a _flat rate
cuntributinn to the safety net from every chargepayer, but
achleued by using £950 million of the £23 billion AEF as a
spacific grant to pay for the net. The effect of this is to give
losers the same protection as under the option presented earlier,
but this is paid for not by direct contributions on the face of

the bill but through a higher community charge for standard
spending (CCS58).

3. This achieves the cbjective of getting the contribution off
the bill. But it puts the CCSS up to £301. This looks very high.
Ministers would be able to explain that average actual chargas
should be lower than this - the £950 million of specific safaty
net grant is still available to bring the average charge down to
£273. But these arguments are technical and difficult, and tend
to undarmine the key role of the CCSS,

4. The next option, in column 4, adds to the first option a
further specific grant designed to help those with a very low
rateable wvalue per domestic hereditament. Bacause of thosze
historically low wvalues, these areas generally face the largest
proportionate increases in moving to the community charge. The

form of specific grant illustrated would give £26 per adult to




areas with average domastic RVas of £130 or less, tapering to no
grant for areas with domestic RVs of £150 or more. In the areas
which benefit therefore, chargepayers are paying nona or only a
part of the extra £26 on the CCSS needed to finance the safety
net. This costs about an extra £100 million of grant.

5. Column 5, exemplifies a wvariation on the flat rate contribu-
ticn approach using the higher grant total. Under this every area
contributes to the net but the contributiens are a wvarying
proportion of their rate bill per adult up to a maximum of £28.
Areas with rate bills below £200 per adult would make no
contribution; authorities with rate bills between £200 and £225
par adult would contribute 6%; and authorities with rTate bills
above £225 par adult would contribute 12% up to the maximum of
£28. This relates the contribution to bills rather than rateable
values. It means that some authorities with low bills (because

they are low spending, rathar than having lew rateable wvalues)

would get protection and introduces fewer steps into the
calculation.

6. Column & 4dllustrates another way in which safety net
contributions can be kept off the charge bill. The whole cost of

the net is "topsliced" from AEF, s0 no dI;E:t contributicons are
needed. Losers get full protection. As with the £950 million
gpecific grant options, this does push up the CCSS. But again it
dossn't affect the average charge, since the amount topsliced

still flows through to authorities and keeps charges down. With
AEF of £23.1 billion, £2.3 billion has to be topsliced. This puts
the CCS8 up to £33,

7. For comparison, the last column shows what the original safety
net would look like with the higher AEF of £23.1 billion. The
losers get full protection and the maximum contribution goes down
to £63. The pattern of charges is identical to that in column 6.
Arithmetically this is inevitable since in both options the same
amount 1s needed to protect the losers and thus must ba raised




from gainers. In the "old" safety net, it is raised by taking
away gains; under topslicing, by pushing up tha CCSS and then
redistributing grant.

B. All these options, except the original safety nat, would

require legislation. The first and second mean creating one or

more specific grants. Given that the Local Government and Housing
Bill is about to enter the Lords, this would create problems with
Parliamentary procedure. No doubt these are not insuperable but
they will be unwelcoma. The third and fourth options reguire
amendment to our present safety net powers: though these would
nead careful drafting they can be done in the Lords.




SAFETY NET OFTIONS - KEY FIGURES

- Column 3, £950 million Specific Grant

£26 contribution from evervone, but achiaved by taking £950
million out of AEF of £23 billion, pushing up CCSS

Maximum effective loss £26

Contribution £26

£301

Column 4, £950 million Specific Grant, Plus Additional
Specific Grant For Low RV Areas

£26 contribution from everyone, achieved by taking £950
million out of AEF, pushing up CCSS as above to £301

in addition, specific grant paid to low RV areas as follows:
average domestic RV < £130 £26 grant, £0 contribution
tapering to

average domestic RV » £130 £0 grant, E26 contribution
through CCSS

This costs £100 million in extra grant.




»« Column 5, Variable Contributions

contributions on a sliding scale up to a maximum of £28
with AEF of £23.1 billion, the contribution scale iz:
rate bills below £200 no contribution
£200 - £225 6%

£225 or more 12% up to a max of £28

CC88 £272

Column 6, Topslicing

no losgag

£2.3 billion is "topsliced" to finance the safety net

it is pald for by pushing up the CCSS

with AEF of £23.1 billion, safety net costs £ billion, CCSS
goas up to £336

Column 7, Original Safety Net

no lopssasg

cost met by contributions from gainers up to a maximum

with AEF of £23.1 billion, maximum contribution £63, CCSS £272




TLEUSTRATIVE #9900 COMMUMITY CHARGEE WITH SPEMDING AT £52_ BEN

GOE E{LF) Standard Spending Assesseent Package. Total Standard Spending (O2.8n
Inner London charges redeced by £300n 1064 specific grant
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ILILISTRATIVE 190051 COMMUNITY CHARGES WITH SPEMDING AT 02 B

006 F(LF) Starclerd Spanclirg Assesament Package, Total Standard Spending £352.8n
Imner London chirges reduced by £100m TLEA specific grant
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ELLUSTRATIVE 19907 COMMLMITY CHARGES WITH SPINDLRG AT £33, 5N

DOE E{LF) Standard Spending Assesssent Packsge. Tofsl Sisndsrd Sperding £52.55n
Inner Lorden charges reduces] by £100m [LEA specific gront
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ILLUSTRATEVE 199051 COMMMITY CHARGES WITH SPEMDIMG AT £52.EBM
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The Ri Hon Micholaz Ridley MP

Secretary of Siafe for the Environment

Department of the Environment

2 Marsham Stroct

LONDON

SW1P 3EB June 13989

STANDARD COMMUNITY CIHARGE

|'_._..:'-' i i—4

Thank wyou for your letter of 23 June about proposals relating to the
operation of the standard community charge. I have alsa noted the
commenis I have received from Peter Walker and John Moore, both writing
on 20 June.

I consider that the level of multiplier set by local authorities [z at the
heart of the problems we are esncountering. As | explained in my paper,
the assdMOTION Made 10 oo raperthat a multiplier of 2 would leave
second home owners broadly unaffected by the removal o tes simply
has not been borne out by experience in Scotland. The average rates
bill on second homes in the Strathelyde Region, which contains almost 30%
of standard charpe properties in Scotland, was £210-£220 last year while
the standard charge, based on & mulliplier of 2, averages 589 in thal
Reglon. There are moreover many properties, both in Strathelyde and
throughout Scotland, where the difference is exlreme, invoelving an
inerease of 10 times or more on last year's domestic rates' bill.

Thizs was not anticipated and the conclusion [ would draw is that in
seotland a multiplier of 2 is nol eeasonable, While therefore I understand
the preference to mainiain the present position in practice so far as
England and Wales is concerned, | feel | need additional powers. The
fact is that you have these powers and can, If you so choose, adjust the
leval of the muoltiplier for particular purposes. My suggestion that |
take such powers Lo intervene is aimed hoth at providing me with the
game slatulory powers a5 you have and at preserving the statutory
position in all 3 countries that the maximum could be ap 1o 2. While we
would be likely to use our discretion differently in cerlain respects to
pallect different circumstances in England, Scotland and Wales, the
statutory position would therefore be the same.

| am pleased that you agree that we should take steps in any event to
allow the incidence of the standard community charge to be reduced.
However | am not sure that your sugmestion that local authorities should
be given greater discretion to allow a reduction or remission in the

HMPLEOL2. 049




. slandard charge 'n cdases where ils ellecis seem unduly hard oliers us o
way  forwared. The introduction of discretion o allow Tor  spocifje
categories of personal haerdship would it very uneagily alongside our

policy that hardship arising from personal circumstances under the
community charges relates to means and i1 therefore dealt with through
the personal community charge rebate scheme. A major difficulty | see
in Lhis approach lies in drawing up the categories for which discretionary
remiggion of the charge would beé awvailable. One of the points that has
emerged [rom our detailed look at how the present arrangements are
working iz the number of different personal circumstances in which
apparent hardship is occurring.

It was for these reasons that we moved away from any radical attempt to
résolve the problem by reference-to 'classes' of people that were affected
and suggested building on our present arrangements. The main
instrument | proposed for tackling the 'difficult' cases, (apart from those
cases where the problem is simply & large increase of the pre-1 April
rates bill) was the introduction of a [lexible period of pgrace for
unoccupied but furnished proparty. This seemed to me to offer
authorities considerable flexibility to act on a case by case basis and in a
manner in which they are already becoming familiar, in that they are
already determining periods of grace for unocoupied and unfurnished
properties. In other words it fits the Scottish context particularly well,
and [ hope it need not cause problems for colleagues. It also avoids the
kind of probleme [ have outlined above.

I would therefore be grateful if you could consider this suggestion again.
If there iz continuing concern about the nature of this proposal (although
I think this is misplaced) we would need Lo consider leaving aside the
proposed statutory minimum period of 3 months and instead giving
authorities the power to set any period of grace, on a case by case
basis, with appropriate powers to extend or shorten the period where

they thought fit.

| am disappointed that more consideration does not appear to have been
given to my other sugpestions. The proposal o exempl uncccupled and
unfurnished propertiece would resolve what is a serious, real and
unavoldable bureaucratie tangle for local auwthorities end, as 1 indicated,
the revenue foregone would be small, particularly since most authorities
have set periods of grace al more than the minimum. In this connection,
whilea 1 wunderstand John Moore's concerns, [ think that the revenue
affects of our proposals have to be seen in perspeciive. A reduction of
the multiplier to 1 would add, at the very most, £2-£3 Lo everybody's
annual community charge bill. Our other proposals would add
considerably less,

| would be grateful finally for an indication of how the proposal that
holiday homes which are available for letting should move into rating Is
developing. This was, as you know, part of the package in my paper 1o
colleagues and | understand that you are considering something similar.

While welcome in themselves | feel strongly that these more detailed
changes, if we can agree them, would still be inadequate to deal with the
discontent on the standard community charge arising not least from our
own supporters in Scotland which will continue unless colleapgues can
agree that | tackle the multiplier issue. My proposal on that is [ramed
with the precise object of bringing the primary legislation in the three

HMP180L2.042




. countries into line and izl by

should be prejudiced if [ do that.

| am sending a copy of this letter 10 members of E(LF).

MALCOLM RIFKIND

HMP180L2 . 042
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HARMONISATION OF RATING: THE DECAPITALISATION RATE f /
Thank you for copying to me your letter of 20 Juna to
Malcolm Rifkind.

Your proposals for a general 6% decapitalisation rate, with
a concessionary 4% rate for education establishments and
some health establishments, appear to me to be well-judged,
and I am happy to support them. 1 agree that an early
announcement would be advisable to assist the Valuation
Office and the Scottish Assessors in their work on the
revaluation.

| am copying this letter to the Prime Minister,—John Major,
Eenneth Clarke, Kenneth Baker, Malcolm Rifkind and to Sir
Robin Butler. s

The Rt Hon Nicholas Ridley MP | 1
Secretary of State for the Envirpnment
Department of the Environment A

Z2 Marsham Streest

LONDON SwWl
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STANDARD COMMUNITY CHARGE -« LADP

Thank you for your letter of B Junge I have also seen the lstters
from Peter Walker and John Moore dated 20 June.

I understand the difficulries which the operation of the standard
community charge is causing, but I do not believe that the sclutions
¥you propose are necessarily the best Way of tackling them. I think
that the way forward lies in allewing charging and levying
authorities in all three countries more disecretion than is currently
available to them to allow a reduction or remiseion in the standrad
charge in cases where its effects appear unduly hard. (There would
need to be some general criteria here to ensure that local
authorities exerciszed their discretion fairly as between diffecent
individuals in similar eircumstances. )
This approach would not involve a radical testructuring of the
standard charge, with the concomitant danger of our being seen to be
gver-generous to second home owners, and would enable ug te say
guite genuinely that local authorities have it in their power to
provide relief in the sorts of cases you mention. It would also, by
tacgeting the relief on the cases whare it is needed, minimise the
effect on rebates expenditure, about which John Moors is concerned.

Any such provision would reguire an _amendment both to our commurnity
charge legislation and yours, in the Local Government and Housing
Bill which enters Lords Committee in mid-July. We will therefors
need to agree the details quickly if yeu and colleagues ace content
with the approach I am suggesting,.

We should need ta handle any announcement carefully: I think that a
PQ answer in advance of Lords Committes would be best, with
simultanecus press releases in the three countries. If you are
content, my officials can prepare drafte in consultatien with your
afficials and Peter Walker's.

I am sending a copy of this letter to members of E(LF).
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CONFIDENTIAL

Frime Minister

UNIFORM BUSINESS RATE AND REVALUATION: TRANSITIONAL
ARRANGEMENTS ’

I have seen the mi.nui-l-_"-a from Nicholas Ridley, om 7 June and

Peter Walker, on 9 June, on their proposals for phasing in the effects of
1890 revaluation and the uniform business rate in England and Wales. |

have also seen John Major's minute of 14 June and Tony Newton's letter

of 15 June commenting on these proposals.

I do not wish to comment on the balance of advantage in England and
Wales. The effects of the 1990 revaluation in Scotland in increasing
individoal ratepayers' liahilities will be much less in Seotland, where wea
last revaloed im 1985, than in England and Wales but some will face
gignificant increases and [ have announced similar limits to those proposed
for England and Wales. [ am pleased that colleagunes are agreeing that
these limits should be retained.

[ do not yet have sufficient information o decide how Llhe protection of
logsere will he financed in Scotland. Because however the phasing in of
logses in Scotland on the basis proposed should take much less time than
elsowhere and because, as colleagues know, [ intend intervening to bring
rate poundages in Scotland down towards the UBR, | am not attracted by
the idea of introducing a premium to help finance phasing in the
revaluation in Scotland, whatever may be finally decided for England and
Wales. But [ would not be embarrassed by a premium in England if that
were decided. 1 shall of course inform colleagues of my proposals for
Financing the limit on losers in Scotland once | have formulated these.

HMP1TZLT. 041




I am copying this minute to members of E(LF), John Wakeham,

David Waddington and to Sir Robin Walker.

21 Jdune 1989

HMP17ZLT.041







NEPARTMENT OOF HEALTH AND S00CIAL SECURITY C-— -
Richmond House, 7% Whatehall, Losdon SWIA 2N
Telephone OL-210 3000

From the Searetary of State for Ssoial St

CONFIDENTIAL

The Bt Hon Malcolm Bifkind MP

Secretary of State for Scotland

Seotbish Office

bDaver House

Whitehall

London 2

SWin AU == Tune 1989

THE S5TANDMNRD COMMUNITY ?§TRGE

Lol I e r '.r

I hawve sean a copy of your letter of June to Hicholas Eldley
about problems being caused by the stindard community charge in
Scotland and proposing action to tackle them.

I mantionad in my latter of 2 March that if any reduction 1in
aurnorities' revenus Irom tThe standard CORMUNity charge were to
ba compensated for by increasas 1n THS TEUB] _of personal
community charge, this would have an impact on community charge
rebatg_g;ﬁEEﬂEtUre. About a gquarter of any agdditlional revenue
raised through increased personal community charges would
cfreuL;vely be ralzed through additlons enetit expenditure, and
this has not been pudgeted ror. Furthermore, as 2U0% of the
national average community charge has been added te the Income
Support benefit rates on a "once-off" basis, any increase in the
lavel of community charges would almost certainly lend to
pressure f[or similar increases to Income Support rates,

I am copying this letter to members of EILF] and to
Sir Robln Butler.

JOHN MOORE







CONFIDENTIAL

2 MARSHAM STREET
LONDON SWIF JEB
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Your el

The Bt Hon Malcolm Rifkind MP

Scottish Office

Dover House

Whitehall

LONDON

SWL =2 o June 1589
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HARMONISATION OF RATIMNG: THE DECAPITALISATION RATE

I have now had the opportunity to consider the rtesponse to the
consultation document that we issued on this- -subject, which followed
the agreed line set out in my minute of 3 February to the Prime
Minister.

Although industry favours a decapitalisaton rate of 5%, they justify
this only by placing a different emphasis on the interpretation of
the same evidence as we used in our consultation paper. I am not
persuaded by their arquments. I therefore propose that we each use
our powers to prescribe a common decapitalisation rate of & per cent
north and south of the border, as we previously agreed.

As to lower rates for certain cases, I think it would be right for
us to presribe a 4% rate for schools, universities, polytechnics and
colleges of further and higher education provided by local
authorities and non-profit making bodies. Tc encompass the last of
these, I will need to make a minor amendment to my powers of
prescription, and will incorporate this in the Local Government and
Housing Bill. I understand that a similar amendment may be needed to
your legislation.

On health care facilities, officials are still discussing whether
health centres can come in at the lower rate besides hospitals and
maternity homes. There are definitional problems and the risk that
we should destabilise a much wider range of rateable values set on
rental evidence. S50 they will probably have to be at the higher
rate. However, we do not need to settle this relatively miner point
now.




CONFIDENTIAL

In the meantime, if you agree, I suggest that we aim to make a joint
announcement early next month, to give the Valuation Office and

~hAsgmssors certalnty for their revaluation work. I anclese a draft of
an arranged written guestion and answer. Vi

I am copying this letter to the Prime Minister, John Major,
Feter Walker, Kenneth Baker and Kenneth Clarke.

I""/ .!I L
L L ;. A

e | b
AN

5[ Lﬁ TCHOLAS RIDLEY

W

(Approved by the Secretary of State but
signed in his absence)




QUESTION

To ask the Secretary of State for the Environment, what are the
results of consultation on the harmonisation of the
decapitalisation rate used for rating assessment in Great Britain
that he announced on 7 Marcch.

ANSWER
My Rt Hon Friends the Secretaries of State for Scotland and Wales

and I have considered carefully the responges received to our
proposal to set the decapitalisation rate for property valued by

reference to the cost of construction somewhere in the range 6 -

7%. Respondents recognised that a common decapitalisation rate
throughout Great Britain will assist in the harmonisation of
rating. However, they generally argued that a rate as high as 7%
overstated the 1988 cost of borrowing to finance construction.

We have therefore decided to set the rate at 6% for most
property, with a lower rate of 4% applying to educational
property - schools, universities, polytechnics, and to colleges
of further and higher education provided by local authorities and
non profit making bodies - and to hospitals and certain other
health establishments. The necessary regulations will be made
later this year.
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Paul Gray E=sqg

Private Secretary to

The Prime Mlnister
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THE CONMMUNITY CHARGE : MINIETERIHL REEIDEHEES

..I"l":l' __lf"..r r".-_\"
I wrote to you a Liftle while aga about the treatment of the Prime
Minister’'s residences for community charge purposes.

The Rating and Government Property Department have writtem to the
Frivate Secretaries of other Ministers provided with official
accommodation explaining some of the consideraticons applying to
registration for the community charge. I attach an example of

their letter. Those Ministers will also have received a copy of a
letter which Mr Gummer sent to all Ministers giving general guidance
on the treatment of second homes. A copy of this is also attached.

The purpose of this letter is to offer further guidance to Ministers
of the Crown with pfficial residences.

It is for the Community Charges Registration Officer (CCRO) of an
authority rather than the Minister to determine main residence and
thus the authority to which the personal community charge will be
paid. The determination of main residence will therefore be dealt
with on a case by case basis and CCROs will take a number of factors
into account in considering where the personal charge should be.

These could include where the individual concerned spends most of
his time, where his family spends most of their time and where their
children, if anvy, go to schoocl. The CCEO's decigion will therefore
reflect individual circumstances.

AS Mr Gummer‘s letter suggests, the nature of Ministerial
responsibilities may make it more likely that a Minister's London
address will be held to be his main home. But individual
circumstances may vary and not all Ministers will necessarily find
themselves in the same positicon. There is some fear that there is a
read-across to "main home" in a CGT context - but this is totally
misleading.

The CCRO will determine the main home of a Minister’s spouse or
adult dependents separately in relation te their personal
circumstances. There need not necesgarily be any consistency in the
registration of a Minister’'s family since that depends on how family
members decide to order their arrangements.




1f a Minister's official accommodation is held to be his main home
that is where he will pay the personal community charge. If his
constituency home 1s held to be his main home then a standard chacge
will be payable on the official accommodation. Whece such
accopmodation is Crown property it is exempt from the standard
charge but it has been agreed that a payment in lieu of the charge,
payable by the occupying Department, should be paid to the relevant
local authority.

An extract of the community charges register for each local
authority area may be inspected by any community chargepayer for
that area. The extract will be confined to names and addresses of
persons liable to a community charge. Ministers (and any other
chargepayer) subject to the possibility of physical danger if their
whereabouts becom® known may apply to the CCRO to have their names
excluded.

I am sending copies of ths letter to Jonathan Taylor (Treasury).
John Colston (Defence), Richard Gozney (FCO), Peter Storr (Home
Qffice), John Tanner (Lord Chancellor’s Department), Steve Pope
(Northern Ireland Office), Michael Sanders (Attorney General's
Cffice), Trevor Woolley (Cabinet Office) and Mr J E J Donavan
(Rating of Government Property Department).
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A D RIN .
Private Secretary
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THE COMMUNITY CHARGE AND SECOND HOMES

]
KL 12 June 1989
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I thought you might like a short note on the way you may be
affected by the community charge, particularly as regards second
homes,

If you have cne home yeu will pay the perscnal community charge
there. Those with more than one home will pay the personal
community charge at their main home and will %hen pay a standard
community charge where they have another home, provided that no-one
uses that other residence asz their main hene.

It is not up to individuals to decide which of their residences is
their main one. That is the responsibility of the Community
Charges Registration Officer (CCRO). Ministers will wish to
provide the CCRO with the information that will be necessary for
this decision to be properly made. I am therefore recommending
that you write a note which expresses clearly your particular
circumstances and send it to the CCROs concernad so they will be
able to decide properly your liability for tha community charge.

Ministers are, of course, in the same position as all other Members
of Parliament, except that the nature of Ministerial
responsibilities may make it more likely that their Londeon address
will be held to be their main home. Even so, Ministers' personal
situations will vary considerably. There will be some whose wives
area clearly residant at the constituency home where their childran
go to school and who only visit London from time to time. They
themselves, however, may come to London on Sunday nights and spend
most of the weak here except for holiday periecds. Others will




have grown-up children or elderly relatives living at one or other
of their homes. Whatever the circumstances the important fact is
that it is the CCRO who makes the decisicn, not the Minister, That
means that when registration is completa not all Ministers will
find themselves in precisely the same positian.

If you have any concerns and would like a word with me do please
telephone my office on 276 3130.
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JOHN SELWYN GUMMER

Definitions

Personal Community Charge - The usual Community Charge levied by
local councils.

standard Community Charge - The charge lavied on second homes which
can ba up to twice the personal community charge. This is not
affected by the number of people using the house as a second home.
However LIf anyone is registered at an address for the personal
community charge, no standard community charge is payabla.

CCRO - Community Charge Reglstration 0fficer - the local official
responsikble for producing and updating the community charge
register.

The Baroness Trumpington
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STANDARD COMMUNITY CHARGE
Malcolm Rifkind copied to me his letter to you of B June.

I sympathise with the difficulties which Malcolm is having in
this area and I certainly have no objection to proposals
which would bring the oparation of the standard charge in
Scotland more Into line with the way in which it will work
in WAles and England. But the proposals in his paper go
furthar than that. I could not agreea to his simply taking a
power To prescribe the multiplier up to a maximum of 2, ag
proposed in paragraph 8.1 of his paper. I do not see how
this would do anything to ease the pressures on Malcolm
(indesd, it would increasa tham) unless at tha same time he
wera to give a commitment to use it to set a maximum of one
and it has already been agreed in our correspondence earlier
this year that thie would cause unacceptable difficulties
for both of usg.

I suggest that it would be better for Malcolm to allow
greater flexibility in the operation of the charge by
introducing more classes in the way our system does. He
could at the same time take a power akin to ours to
prescribe maximum multipliers in each case, but it would
have to be made plain that there was no intention of using
this to set an across-the-board lavel of a maximum of one.

The Rt Hon Nicholas Ridley AMICE MP
Secretary of State for the Environment

Department of the Environment
2 Marsham Streat
LONDON SW1P 3EB /The experience
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The experience with local authoritie= in Wales in ralation
Lo the standard charge suggests that a large factor in their
decisions on tha lavels of the multipliers will be the
assumptions whifh I will build Into the Revenue Support
Grant settlement. Malcolm assumed the maximum multiplier in
his Settlement. Of course this is a matter for his
Judgement, but I wonder if he would find it helpful in
dealing with eritieism if he were to announce that he will
equalise on the basis of a lower assumed multiplier next
YEAr.

I am copying thie letter to other members of E(LF).

Approved by the Sacratary of State
and signed in his absence
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UNIFCEM BUSINESS RATE AND REVALUATION:
TRANSITIONAL ARRANGEMENTS

The Prime Minister was grateful for your Secretary of
State's minute of 7 June. She has also sean the subsaquent
comments of the Secretary of Stata far Wales, the Chief
Sacretary and the Chancellar of the Duchy of Lancastear.

The Prime Minister has noted the differences of wviow
batwean your Secratary of State and the Chief Secretary.
Tha Prime Minister therefore proposes that the issue sheuld
be discussed at one of the forthcoming meetings of E(LF) in
early Julwv.

I am copying this letter teo the Private Secretaries to
the members of E(LF), the Lord President, Chisf Secretary
and kg Trevor Woolley (Cabinet Officel,
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PAUL GRAY

Roger Bright, Esqg.,
Department of the Environment.
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Ref: G/PE0/20287/89
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19 Juna 1989

PRIME MINISTER’S MEETING WITH JOHN LEE ES0Q WP -
THURSDAY 22 JUHNE: RATE REFOEM IN PENDLE

Thank you for your letter of 9 June. 1I attach briefing for the
Prime Minlster's meeting as follows:

Flag A - Rate reform in Pendle;

Flag B - General bull points on the cemmunity charge and
uniform business cate.

|'.ll|-' T [ L, ‘i_':i'

TREVOR BEATTIE
Private Secretary

Andrew Turnbull Esg
P5/Prime Minister




RATE REFORM IN PENDLE

{baged on 1958/89 local suthority expenditure)

Community Charge

in 1988/89 the full community charge in Pendle, with no safety net, would
have been E2531 - just above the national average of E246 and well above
the level needed to provide a standard level ol services (E202).

this figure reflects a budgeted overspend of E18 per adult by Lancashire
County Council and £33 per adult by Pendle Borough Council.

tha full charge would have besen higher than the swersge rate bill per
gdult in the district - £153. 5o the averagpe two adult housshold would
have bepn worse of f; but many one adult households would have gained.

in the early vears of the new system, the residents of Pendle will be
protected by & safety net. The community charge with Pfull safety net
would be E161, The safety net will give the local suthorities in the area
four years to reduce their spending to & more acceptable level,

Local Income Tax

in 1988/89, a local income tax would have led to higher bills for many
people on modest incomes in the district. The local income tax rate
equivalent to A community charge of £253 is 6.6p in the pound.

at that rate, & single person earning E11,000 {(sbout nationel average
earnings) would have paid a local incose tax bill of up to ESS4; =nd a
gingle, newly-qualified nurse (earning sbout £9,000 after the pay review)
would heave paid wup to EIHL.

Business Rates

a move to a pational unifors business rate in 1088/80 would have resulted
in & cut of 16,1% in business rate bills in Pendle [current poundage of
285 .5p: uniform business rate poundage of 239.5p).

in tetal, businesses in Pendle would have gained by E£l1.3 million. The
uniform business rate will clearly be very good news [for businesses and
jobs in Pendle,

and in future, businesses will have a guarentes that their rate poundages
will rise each year by no more = possibly less - than the rate of
inflation, This should be compared with the 17¥ increase in Pendle
between 1987/88 and 1985/89.

MIS536TS
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RATES REFORM: GENERAL BULL POINTS

The Local Covernment Finance Act received Royal Assent on 29 July 1988. The
new systes of local government finance comes inte foree on 1 April 1940,

COMMUNITY CHARCE

Accountability

Out of an adult population of 36 million in England, only 18 million are
liable to pay domestic rates,

The community charge will spresd the burden of peyment more widely, giviong
voters & direct financiel stake in the decigions of their Councils. The
community charge will act as a ready reckoner enabling voters £o sssess the
value for money of local services.

Fairnese

Domestic rates are unfair: property values bear little relation to people's
ebility to pay and even less to the use they make of local services. More
than 40X of homes with above average rateable wvalues are occupied by
households with balow average incomes,

How can it be faeir for 8 single pensioner in the family home to pay the
same rates blll as a family mext door with 3 or 4 working sdults?

Many of the poorest will benefit from mbolishing & property tax. 4 out of
F gingle pencionar households and 9 out of 10 one-parent families will pay
less with the community charge than with rates.

The charge will relate precisely to ability to pay where it matters most.
Those on low incomes will receive assistence in paying their contribution
to the community charge by reductions of up to 80f in their charge
according to their own circumstances, and there will be help for all those
on income support to pay the minimum 20% charge.

We egtimate that 5 million adults will receive the maximum B0% rebate; and
more than 43 million will receive a rebate on a sliding scale up to BOX.
Altogether 9% million people, over one gquarter of the adult population,
will pay the comeunity charge at reduced ratas.

The seversly mentally handicapped; pecple who sleep rough and residents of
short stay hostels; wvoluntary care workers: old people living in homes;
those living in hospitals (such as the severely physicelly disabled] and
prisons; monks and nuns, will be exempt.

The list of exemptions was extended considerably in Parliament: that shows
the Covernment's willingness to listen to constructive arguments and to
meke changes where appropriate. Altogether, approximately # million people
will be exempt.

Students will pay only 20% of the charge., Student nurses training under
the existing arrangemsnts will be treated in line with other salaried
trainees and will not be entitled to the student relief, Nurses training
in the future under the auspices of the more educetionelly lead Project
2000 will be granted the student reliefl.




Transition

= The community charge will mean tha end of the unfair system whareby all
ratepayers in aress of high rateable values subsidise all those in areas of
low rateable wvalues. Abrupt changes resulting between authorities in 15990
will be limited by a safety nat. This will be phased out by 1994.

Labour Party amccusation: no representation without taxation

Right to wvote will not depend on registration for, or payment of, the
community charge.

It will not be possible to avoid registration for the community charge by
failing to register to vote.

There will be separate registers compiled on 8 different basis for
community charge and for electoral purposes.

Sale of the register for commercial purposes will be prohibited.

Bich will pay sané A% PO

Those on low incomes will be eligible for rebates and will hawve to pay only
part of the charge down to a minimum 20%. Increases in incoms Ssupport,
which will come into effect im April 1989, have been announced and include
8 once and Por all adjustment to meet the minimum 20% contribution. The
gdjustment made iz well in excess of the natlional average community charge
besed on the lewvel of community charge which would have besn sufficient to
replace domestic rates in the year 1989/90,

Half of local services are DNunded From national taxation. The highest paid
10%¥ of households will pay around 15 tiees as such towards the cost of
local services as the lowest paid 10%.

Mational redistribution of income is a job For the Chancellor.

Alternatives

Labour Party policy is spparently the retenticn of rates., based on home
prices, together with a Local Income Tax. Two taxes in place of one.

The Labour Party has not produced figures to show the effects of its
proposal, snd has not given sufficient detalls to allow others to calculate
the likely results. But the value of a house is often poorly related to
the incose of the ocwner or tenant. 5o such & systea would [regquesntly not
reflect ability to pay.

The SLD favour replacing dompestic retes entirely with a Local Income Tax.

IT would mean higher and higher taxes on income, in direct opposition to
the Government's efforts to reduce income tax. High spending areas would
soon find those on higher incomes moving elsewhere to avold the high Iocal
income tax, creating a brain drain that would only exacerbate the problems
of inner clty ar=as.

Arid LIT is bad For scocountability. ©Out of 36 million adults in England,
only 20 million pay income tax (cosmpared with 18 million who pay rates).

L]

Only the community charge can restore local asccountebility.




IMPLEMENTATION

Cost of Implementation

DHMsparity between estimates led to commissioning of Price Waterhouse to
gtudy both preparation and collection costs. Cost of collection will
double reflecting two fold increase in people liable to pey. PW's estimate
of cost of preparation (E£99-£120m) not far from Ooverrment’'s initial
egtimate (ET0m-L£90m).

It will cost more to collect the community charge but thaet is not suprising
a8 there will be more than twice &s many chargepayers A5 ratepayers. Costs
per paver should not be any higher on the PW estismates.

The Secretary of State ammounced on 7 July 1988 propossls for including
£110m For preparation costs in the provision for the 1989/90 RSG Settle=
ment, & figure in line with the Price Waterhouse findings and with the
lgeal asuthority assgeiation own  figure. The Secretery of State
subsequently announced on 21 October 1988 that half this provision will be
met through specific grant. Individual charging authorities hsave been
advised of their share of thet £55mn specific grant. The remgining half of
the expenditure will be supported in the normel way through RS0,

An initial cepital allocation totalling E£25 million has been made 1988/89
to all charging sutherities in England pro rata to adult population. The
Secretary of State slso announced on 21 Dctober 1988 that & more substan-
tisl allocation of E135m for 1989/00 when the bulk of capital expenditure
will be incurred. Charging authorities were notified on 16 December 1988
of their share of the £135m.

The cost of collecting the community charge will be taken sccount of in
grant settlements for 1990,/91 cpnwards, the lewvel &t which this support
needs to be given will be conzidered in the light of the Figures provided
by Price Waterhouse.

Guidance to Local Authorities

- The Department is aware of the need Tor muidance to local authorities on
the implementation of the community charge. DOE is working with the local
authority associstions to prepare B8 series of Practice Notes on key
implementation issues.

Begistration

- The Register will be compiled by 1 December 1989 by the community charges
registration oefficer (CCRD} im each charging suthority.

CCROs will be able to impose civil penalties where individuals refuse to
provide the informaticn needed for registration or deliberately give false
information. The initial penalty will be E50. Repeated refusal to supply
information or correct information will attract & penalty of E200.

The register i1teelf will not be available for public inspection but an
extract showing only nases and addresses will.

Feople who are in danger of physical violence will have the opportunity to
have their names and addresses excluded From the extraect.

CCROs will not have access to naticnal data sources such ss Inland Revenue.
They will have access to & great deal of existing information held by local
authorities, eg, rating lists., council house tenants’ lists, but not
sansitive information such as police files.




= There is no conflict between the Local Govermment Finance Act 1988 and the
Data Protection Act 1984. DOE have issued a set of guidelines on the dats
protection implications of comsunity charge in conjunction with the Dets
Protection Registrar and local suthority asscociations. [Practice Note
No.4)

Billing and Collection

= Liability to pay the comminity charge will be on A daily basis: indivicdusls
are more prone to changes in circumstences than property, not only do they
move house but their lisbility may change during the vear - eg becsuse they
becoms or cease to be exempt from the parsonal charge.

Each individusl will heve their own community charge bill showing the cost
of local services. Thig includes couples who are joint and severally
liahle, The person completing the registration form will not however
otherwise be responsible for sesing that eligibkle people who are included
in the form pay their charges.

Everyone will be entitled to meke payment by 10 equal instaleents, It will
be open to authorities to meke alternative arrangements and they will be
able to offer incentives to chargepayers to seeting lability in a =ingle
lump sum.

Racovery

Arvears will be dealt with in much the same way as under the existing rate
system. In most cases, the authority will be sble to come to an srrange-
ment with somsone who has lallen behind with their instalments.

Where they are unable to do so, the suthority will be able to take recovery
action through the courts and recover the debt through distress (as at
prasent] or by attechment of earningz or deductions from benefit {(a new
proviaion).

Imprigsonment will be retained for the small nusber of cases [(arocund 400 =
vear at present) where the courts are satisfied that the person could have
paid but refused, that is where there is "wilful refusal or culpable
neglect™.




THE UNIFORM BUSINESS RATE AND NON-DOMESTIC REVALUATICON

= The UBR iz & key elesment in the new local government Tinance systenm,
enabling authorities to be made properly accountgble to their electors
through the commonity charge. Therse will also be major benefits for
businesses: cuts in excessive ratez in high-spending areass, snd stability
in rate bills sverywhere.

Business rates are & bad locally wvariable tax, szince suthorities are not

accountable to business: they encourage high spending, and distort business
decizions on where to locate.

The UBR will be set in 1990 to raise broadly the same revenue from private
gector businesses emd the netionalised industries inm resl terms ss in
1989/90. Thersafter, increases will be limited to no more tham the rate of
inflation and possibly less.

On 1988/89 figures, introduction of the UBR alone would cause business
rategs to fall in meost parts of the North: by 3112 in Sheffield, 28% in
Bradford, 27% in Manchester and 268 in Liverpool. Ewvery met district but
one [Solihull) end every district in the Morth but cne, gsin.

Businesses in the 57 designated Inner Urban Areas would enjoy & E350m (12%)
drop in rates from the UBRE with further gains from revalustion. Businessg
rates in shire counties would elso fall by about 5%.

Taken together, the UBR and revaluation will reduce rate bills im the North
and Midlends by some EBSD million & year. Factories will tend to gein, more
buovant sectors of the economy, especielly shops are likely to face
increases. But these have already benefitted from the delay in revaluation
since 1973.

Revaluation is essentiel to reflect changes in relative wvalues since 1973.
But there will be no incresses in the ovrerall rate burden: on business.
What matters to en individual firm is not the increase in its ratesble
valua but how it has changed relative to the sverage for sll firms.

Transitional arrangements will help smooth the changes resulting from UER
and revaluation combined. Proposed that there will be a ceiling of 208 in
real terms on the percentage increase In rates properties generally can
face in one year, with 8 lower ceiling of 15% for small businesses with new
rateable wvalues below E7,500 in London and E5.000 elsewhers. Eeductions
will, similarly, be phased.

The syatem of local consultation between suthorities and businesses will be
retained, and reconstructed to focus on levels of rRervice to business.

Charities will benafit from 80% mendatory relief, And local authorities will
have digcretion to give relief for the remaining 20%.




Labour's Alternative

Labour's proposals amount to going shead with revaluation but kesping the
present business rating system.

Inder Labour's proposals businesses in the North and Midlands would be owver
E400m & vear worse off than under the Government's proposals.

- Labour's rate rebate schese for small businesses would have local authori-
ties carryving cut & means test on all small businesses. It would be an
atteck on coamercial confidentislity, end difficult end expensive to

adeinister,
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¢ Richard Wilson

COMMUNITY CHARGE ANMD LOCAL AUTHORITY GRANT SETTLEMENT

Each one percentage point on the RPI between September 'B9
and September '90 will increase public expenditure on social
security benefits by £485 million in 1991/2. (PE Whita
Paper; Table 15.17). A £10 change in Community Charge would
cost/save about £45 million in rebates.

Thus:

the offsetting public expenditure cost of average
charge at 320 instead of 300 would be E284 million.

Plus the problem of an extra 0.4 on the RPI:

the cffsetting public expenditure saving of average
charge at 280 instead of 300 would be E£235 million.
Plus the benefit of 0.3 less on the RPI,

The Treasury's rule of thumb (for John Major's briefing}
seems to be a public expenditure saving of 100 for every
200 of extra grant aimed at keeping down average CC. But
I imagine there are other, unquantifiable benefits of keeping

the BPI lower than it would otherwize be.

This arithmetic seems not without significance in the light
of this morning's discussion with the Prime Minister, and
I hope it can be reflected in her E(LF) brief.

Tewa T2

JOHN MILLS

CONFIDENT AL
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PRIME MINISTER |

UNIFORM BUSINESS RATE AND REVALUATION:
TRANSITIONAL ARRANGEMENTS

Thare ware various exchanges towards the end of last year

about the detailed transitional arrangements for the uniform

—

business rate. Key conclusions, on which DOE have been out to-

donsultation, wera: =

the transitional protection/costs for losers and
gainars should be salf-balancing. You were vVery Eeen

——

on this principle;

no-one should face an increase in rates of more than

whara the rateable value was below £7,500 in London
and £5,000 elsewhers. These limits would apply in
each year up to 1994/95; S =
the precise matching figures for gainers were left
imprecise; it was thought likely to be a maximum
reduction of 10 per cent a year in real terma (15 per
cant for smélf_bgaperties}r

all of these transitional arrangements would apply
unI?_Ea_éxistinﬁ prnp&gzigéj

The consultation exercise is now complete. Wick Ridley&s

miuuLe_aLrEéEg:E—rEpurt&—ﬂﬁ—the—fﬂﬂult;T-ané-seeks agreament

to a namber of changes in the package:

—

{{}” to retain the limits on rate bill increases of 20
¢ e — . e ——

g per cent a year for large piupﬂrties and 15 per cent

P
for small ones:

but to increase the threshold for small properties

to €15,000 rateable wvalue in London and ElEJUGﬂ
alsewnere. This would bring some 78 per cent of
propertiss in England below the Chresholds;
rather than limiting protection to existing

properties, to tighten this limitation to existing

—

oocupiars;
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to abandon the idea of a self-balancing package.
Instead of the gainers havfﬁ% ;é wait Eqruugh the
translulﬂnal pariod thay would get their reductions
atralghtaway, gxcapt that, in 1990/91, there would
be a 20 per cent limit on rate reductions in real

terms for gainers. But th@ protaction to losers

would then have to be financed by a premium on the
- e ——

poundaga. The precise premium would be decided in

the light of new survey information from the Inland

Revenuea; but would be of the order of 10-12 per cent
in the Eirst year.

Hick Ridley seeks agreement to announcing these revised

—_— —

conclusions in July.

Peter Walker {Elag-B)l proposes parallel changes in Wales.

He

agreas with points (i) and {1111; but disagreas on the ﬂther
— —— : e

points:

{ii} he wants to limit the increased threshnlds ko

£10,000 in London and ET 500 Elﬁewhere, he estimates

thia wonll cover 70 per cent of properties in
A T

England and 80 per cent cent in Wales;
he wants to maintain the ptlﬂﬂlple agreeﬂ last _¥year

that the phaslni_}ur the thFrE should b& matched by

phasing for the gainers. =

Tony Wewton has also commented (BEIEG—TH-— His only concern is

(iii) where he raises worries - not vary strongly

expressed - that removing tranaitinnaL relief from a

propecty on a change of ﬂccupant cnulﬂ ﬂtstart ‘the
normal turnover of commercial property.

John Mills in the Policy Unit has provided an assessment at

Flaq E< He recommends a compromise:
—




resist Tony Hewton's objection to tightening up the

tranaition of prntectinn_gﬁ existing occupiers rather

tﬁ;ﬁ proparties;
support John Major on point {(iv), and retain the
Bﬁﬂglﬂﬂl principle “that there shﬂuld be a balanced

"Epackage of losers and gainars. He points out that
Mick Ridley's new approach would increase the number
'--_-"'-"'-_'__—r
af losers beacause the premium would hit a lot of

e T—— - T
proparties in the middle range;

on the small bosiness threshold (point (ii)) support

the Ridley/Walker proposal to double the figures to

£15/10,000,
—

Since no announgement is necessary until July I think you have
two main options on handling. If you think the issue should
be debated in ;_;mfieéiiﬁe forum, vou could ask for these
papers to be added to the agenda for the forthcoming series of
E(QF) mestings, @.g. we have meetings pencilled in for & July

;;ﬁ 11 July. Alternatively, you may want to set out your

views on tha points at issue and hope that other colleagues

wfii then concur without the need for a meeiiﬁé. sy
impression is, however, that BoEm Wick Ridley and John Major

feel strongly. = — T —

B mE .

Conclusion i

(i) Do you want to remit the issue to E{(LF]}? H&d
LT
or

(ii) Do you want to support John Mills' compromise
package at Flag E?
Or

Do yvou favour any alternative package?

(}'.E CE,

PAUL GRAY

16 Juna 1989
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.rjl.l:;L. GRAY 16 June 1983

TRANSITION TO COMMUNITY CHARGE: IMPACT ON RPI IN APRIL 1990

At her meeting on 25 May to discuss next vyear's local
authority grant settlement, the Prime Minister emphasised
the importance of ensuring that the basis on which the
Community Charge was included in the RPI was technically
correct and did not give rise to any overstatement of the
index.

I have preparcéd the attached note on this,. | have cleared
1t with D.Em statisticians. You may care to draw it to
the Prime Minister's attention for next week's briefing

meet ing.

The importance of as low an average charge ag poseibla is
self-avident. At E300, the impact on the RPI next April
will be the same (0.4) as a 10% average increase in rates.

(Thig year's rates increage was 9.6%).

You will recall that the current egstimated range for avarage
community charge based on the grant settlement coming forward
to B(LF) is E£285=310. This would represent 0.3-0.7 on the
RPIL., But i1f the average charge crept up to £320; -whach
18 ¢ertainly an entirely plausible outcome, it would equate
te an 1B% increase in rates and put almest a whole percentage

point on next April's index.

As you know, the methodology regarding the treatment of
Community Charge in the RPI has been agreed by the RPI
Advisory Committee, accepted by Ministers and published.
Transitions are always difficult; but. I am concerned Ehat

there 18 no way of offgsetting the ®"inflationary®™ impact
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.jr reference to the benefits of the Community Charge Eor

many people, especially pensioners. The 1986 Green Paper
emphasised that B5% of pensioner households would benefit.
There must be a danger of this getting lost amid accusations
of the Government stoking inflation.

The attached chart from 'Public Finance and Accountancy'
illustrates the extent to which there are as many, if not
more gainers as losers. [Note how the gainers are

concentrated. in the high rate areas of the South East).

Nor will the RPI reflect in any way the impact of Community
Charge rebates. Average household expenditure on the Charge
for Index purposes will bBe ecalculated without reference
to rebate. Yet the Government has been at pains to emphasise
that up to one In four people could benefit from rebates,
which will be distinetly more generous than rate rebates.

CONCLUSION

There 1s & distinet probability that it will be possible
for crities te characterise the Community Charge next April
ag "inflationary" because of the way it will be measured
by the RPFI. It is ewvident that the RPI will not be able
to raeflect the reduction in c¢ostse which many people,

especially pensioners, will e