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EQUITY INVESTMENT SCHEME - TAX RELIEFS FOR SMALL FIRMS

Note by the Central Policy Review Staff

X On 12 December the Ministerial Committee on Economic Strategy, while
leaving the Chancellor to make his judgement in the light of the available
resources nearer the time of the Budget, invited him to consider larger and
more attractive schemes of tax relief for investment in small firms when
drawing up his Budget proposals. In particular, tax relief for equity
investment in new firms was felt to be very attractive. The Chancellor
has considered the possibilities further but feels unable to proceed with

a 'start-up' scheme in this year's Budget.

2 The Chancellor proposes a small firms' "entex;prise package™ consisting

(a) a 'risk-sharing' or 'venture capital' scheme whereby an investor
would obtain tax relief if his investment failed;

(b) abolition of apportionment of the trading income of close
companies;

(c) more genmerous reliefs for retirement annuities of the self-
employed; &

(d) extension of relief for interest on loans for investing in

family companies;

(e) stamp duty relief for sales over the counter of shares in unlisted
companies;

(£) capital tax concessions;

(g) possible action on demergers.

The risk-sharing scheme (a) is estimated to cost £10m./£25m. a year, and items
(b) to (e) £35m. a year. .
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