Message

From: NR i@hmtreasury.gov.uk]
Sent: 29/01/2021 11:59:11
To: i NR i@hmtreasury.gov.uk]; Perelman, Elizabeth - HMT
[Ellzabeth Perelman@hmtreasury.gov.uk]; Whyte, Lindsey - HMT
~[kindsev.Whvte@hmtreasury.gov.uk] NR - HMT
L NR @hmtreasury.gov.uk]; NR @hmtreasury.gov.uk];
Leunlg,Tlm-HMT [Tim.Leunig@hmtreasury.gov.uk]; Booth-Smith, Liam - HMT
[Liam.BoothSmith@hmtreasury.gov. uk]! NR '@hmtreasury.gov.uk]; Randall,
Joe - HMT [Joe.Randall@hmtreasury.gov. uk] NR EHMT
: NR EDhmtreasury gov.uk]; zzZHMRC '_I'S-'r_l'gfa\-/ilmlc_'ﬁ'alm[carol brlstow@hmrc gov.uk]; Joanna

[Ellzabeth.Perelman@hmtreasury.gov.uk], Henrlcson BeII, Olaf - HMT
[Olaf.HenricsonBell@hmtreasury.gov.uk]; York-Smith, Dan - HMT [Dan.York-
Smith@hmtreasury.gov.uk]; Joseph, Kate - HMT [Kate.Joseph@hmtreasury.gov.uk]; Furse, Alex -
HMT [Alex.Furse@hmtreasury.gov.uk]; Medland, Jonny - HMT [Jonny.Medland@hmtreasury.gov.uk];
Budget Submissions [BudgetSubmissions@hmtreasury gov.uk]; Joseph, Kate - HMT

max.hgggg@_h_m_r_c_:ggv uk NR i@hmrc.gov. uk]
HMTE NR Dhmtreasury gov.uk]; Chancellor's Action (Archlve July 2022)
[_A__r_t_:_k_l_l'_y_é'_:_l_y_[zg_z_27&"c't'|on Chancellors@HMTreasury.gov.uk} NR HMT
! NR Ehmtreasury gov.uk]; Booth-Smith, Liam - HMT
[[iéﬁ_ﬁ_ﬁz)'gfﬁ_'s_ﬁﬁhh@hmtreasury gov.uk]; NR i@hmtreasury.gov.uk]
CC: i NR i@hmtreasury.gov.uk]: NR FHMT
i_.__.NR_____ @hmtreasury.gov.uk]; NR @hmreasury.gov.ukl;
T— NR Bhmtréasiry.gov.uk]; NR HMT
? ___________ _N_E__________@hmtreasury = =
Subject: [OS]CX Bilat Briefing and EDS note - UC/WTC £20 uplift

Attachments:Full UC and TC options summary.xlsx

i NR ! HMT has shared OneDrive for Business files with you. To view them, click the
links below.

ﬂ;'\ 210129 [0OS] HMTHMRC EDS actions.docx

ﬂ_ 210129 [OS] Bilat briefing welfare for 210201.docx

With apologies for the delay, please find attached for the CX-PM bilat next week:
o A speaking note on welfare support/£20 UC/WTC uplift
o Aslide to accompany that setting out the timetable for economic support and NPIs (with
thanks to those on cc), linked here: NPI and Support overview.pptx
e A note responding to two action points from yesterday’s EDS meeting on £20pw uplift.
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Also attached is No10’s latest table of options but they are planning to cut it down slightly for the PM as
it is g unwieldy — will send through any updates asap.

And below are our updated key arguments for a 6 month extension of support rather than a 12 month
extension, these are also in the EDS note.

Thank

T

Policy rationale

e As in March 2020, our primary objective is to provide extra support to those on low
incomes who have seen their incomes fall as a result of Covid. We would target this
support at those on UC and WTC because those are the only means-tested benefits that
support those who are either newly unemployed (UC) or who are on low incomes and
whose earnings may have fallen as a result of the pandemic (UC and WTC). Unlike UC and
WTC, other means-tested legacy benefits are not targeted at those for whom earnings
represent a substantial proportion of their income. They are therefore a poor way of
targeting people whose income may have fallen as a result of the pandemic.

e This option provides short-term additional support to UC claimants to cover the period
while the most disruptive Covid NPIs are still in place and as the vaccine is rolled out. It
provides an equivalent amount of support to WTC claimants to cover the same period,
through the best available delivery mechanism given the limitations of the tax credits
system.

Further considerations

e This option provides the clearest exit strategy from further support:

o A one-off payment to WTC claimants means that the current level of support is
extended, but there is not a further future cliff-edge where WTC claimants’
entitlements will fall.

o By contrast, a 12-month extension would mean the uplift falling away at a point
by which we are likely to be significantly beyond the crisis period. We will have
lifted NPIs and widely rolled out the vaccine, and so the £20 uplift would feel less
like crisis support and more like business-as-usual, making it harder to justify why
entitlements should fall at that point by £20 per week.

o Furthermore, a 12-month extension would mean the November uprating review
would become a point at which HMT and DWP ministers would be seen as taking
an explicit decision to cut WTC and UC rates for 22-23 by £20 a week, with a
further focal point in February 2022 when secondary legislation would have to be
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debated in both Houses to set WTC rates for 22-23 whilst the £20 uplift were still
in place.
e This option supports and aligns with the government’s wider approach to moving away
from Covid support.

o The time-limited nature of a six-month extension would also send a strong signal
that there is a clear inflection point in the autumn as we ease restrictions and
move towards a more jobs-focused recovery phase.

o By contrast, announcing a 12 month extension of the £20 uplift now risks
reflecting negatively on our handling of the crisis and signalling that we need
additional Covid support to be in place for a long time to come.

e Ashort-term extension would cost less than a 12 month extension - a 6-month extension
would cost roughly half: c.£3bn less.
¢ This option offers a simpler legislative route:

o A short-term extension can be delivered through secondary legislation alone,
whereas a 12-month extension would require primary to ensure it did not become
permanent.

¢ This option poses fewer legal risks:

o A 12-month extension, even if set out in primary legislation, comes with a legal
risk of having to make to make the uplift permanent.

o Both a short-term and a 12-month extension come with risk of legal challenge to
force a short-term extension to DWP legacy benefits.

o However, a legal challenge on the failure to extend the existing £20 uplift to
Carer’s Allowance was rejected by the courts last year.

¢ We would also have the option, if the circumstances require it, of extending support
further in future.

NR i(he/him) | Head of Universal Credit Policy and Analysis | Welfare Spending
and Reform | PTWP

HM Treasury, 2 Orange, 1 Horse Guards Road, London, SW1A 2HQ
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