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FINANCIAL STATEMENT 1965-66

FOREWORD

The layout of the present Financial Statement differs in several respects from the
form used In the past. This note sets out briefly the principal changes.

In 1ts new form the Statement begins with the tax changes proposed In the
Budget and their estimated effect on the revenue (Tables 1 to 3). The Tables which
follow (4 to 9) now show Exchequer receipts and payments Iin a form which brings
together for each heading the outturn of the past year, and the estimates for the
coming year both on the basis of existing tax rates and allowing for the Budget
changes. The Summary (Table 9) is In a revised form; in Table 10 the new presentation
IS reconciled with the previous one. The Statement also Includes a national accounts
classification (Table 11) of the transactions of the central government sector,
Including the National Insurance Funds, on the definitions used In the statistics of
national income and expenditure published by the Central Statistical Office. The
Annex provides a reconcihation between Tables 9 and 11.

Several changes of classification have been introduced Into the Exchequer
tables, although the basic content remains unaltered. Consolidated Fund services
have been divided Iinto:—

{a) Consohdated Fund Standing Services, /.e., those which represent expenditure
for which no annual authority Is required, but which are otherwise analogous
to Supply expenditure (Table 5); and

(b) Consolidated Fund Loans, which have been subdivided Into two main

groups—Iloans to Industry (Table 6) and other Consolidated Fund loans
(Table 7).

Category {a) comprises the Consolidated Fund Services previously included above
the line, less the statutory Sinking Funds which have been transferred to the
Exchequer borrowing transactions (Table 8), plus the capital element of post-war
credits and war damage compensation, plus also interest payments matched by interest
receipts on Consolidated Fund loans. These interest payments and receipts have been
treated In the past as self-balancing in the Exchequer accounts below the line and the
charges for National Debt interest were shown net of those receipts. In the new layout
the Interest receipts are shown as revenue along with other iInterest and dividends

(Table 4) and the corresponding payments are included as part of the gross charge
for National Debt interest (Table 5).

These changes in the layout of the Financial Statement will not affect the form
of the statutory accounts of Exchequer receipts and issues (the Public Income and

Expenditure Account and the Consolidated Fund Abstract Account). These will
remain in the form required by the relevant statutes.

The changes described above, together with the revised form of the Summary
(Table 9), have been made with three main purposes in mind. First, they simplify
the presentation and make some Iimprovements in the classification; and It iIs thus
possible to present In a single table the main figures for 1964-65 (Budget estimate
and outturn) and for 1965-66 (before and after Budget changes). Second, they
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display more clearly the relationship between Exchequer borrowing and Exchequer
lending; and they demonstrate how much of Exchequer lending is to finance industrial
Investment. Third, they relate the Exchequer accounts to the national accounts
classification of central government transactions, and so to the national income
accounts; they show central government transactions classified by economic category,

z.e.,, by the way In which they affect the private sector of the economy and the
productive system generally; they also bring out the net borrowing fro 1 the public
by the whole of the central government sector (and not r erely the Exchequer).

6. The effect of the change is to revise the concept of “ the line "*and to present
the whole accounts, for the purposes of the Financial Statement, with the borrowing
requirement no longer set out independently of the purpose of the borrowing.



Table 1.—Proposed Changes in Taxation
INLAND REVENUE

Income Tax

It Is proposed to raise the exemption limits for persons aged 65 and over from
£360 to £390 for single persons and from £575 to £625 for married couples.

It 1S proposed to abolish the tax allowances for National Insurance contributions,
and to Increase the single person’s allowance and the maximum of the wife’s earned
Income allowance from £200 to £220 and the married allowance from £320 to £340.

It IS proposed to Increase the income limit for the dependent relative allowance
so that the full allowance of £75 will be given where the relative’s income does not
exceed £210 (the allowance being reduced thereafter by £1 for each £ by which the
relative’s income exceeds that figure).

These proposals will operate for the whole year 1965-66. Effect will be given to
them for P.A.Y.E. purposes on the first pay day after 7th June, 1965.

It Is proposed to exempt from tax the annuity which is to be paid to holders of the
George Cross.

It I1s proposed to correct a flaw In the transitional provisions relating to Case VIII
In the Finance Act 1963, under which agricultural land owners may in effect get double
relief for the same expenditure on maintaining their property.

Surtax

It I1s proposed to treat income under certain settlements in favour of individual
beneficiaries which are entered into after 6th April, 1965, as income of the settlor for
Surtax purposes.

Profits Tax

It I1s proposed that the Profits Tax shall terminate at 5th April, 1966.

It Is proposed that where income arising from any source before 6th April, 1966,
IS chargeable to Corporation Tax, It shall be left out of account for Profits Tax.

Income Tax and Profits Tax

It Is proposed to abolish the initial allowance for ordinary motor-cars purchased
after 6th April, 1965.

It Is proposed to disallow expenditure on business entertaining after 6th April,
1965, as a deduction for tax purposes. The disallowance will not, however, apply to
reasonable expenditure incurred In entertaining overseas customers and their agents.

It I1s proposed to amend the scope of Case VII of Schedule D, which applies to
short-term gains, In three main respects. First, the tax will in future apply to gains
realised on all assets falling within the scope of the Capital Gains Tax. Second, the
tax will apply in relation to assets acquired after 6th April, 1965, only If the asset Is
disposed of within twelve months of acquisition; this time limit will be the same for
land acquired after 6th April, 1965, as for other assets. Third, the tax will in future
apply only to gains realised by persons other than companies.

Corporation Tax

It Is proposed to Introduce a Corporation Tax on the total income of companies
to replace the Income Tax and Profits Tax, The new tax will fall on income arising
after that which is the basis of the charge for Income Tax for 1965-66.
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Table 1.—Proposed Changes in Taxation—continued
INLAND REVENUE—

Corporation 1 kx—continued

Companies will be required to account for Income Tax at the standard rate on
dividends and other distributions after 5th April, 1966.

It IS proposed that during a transitional period of five years companies paying
dividends out of income from direct investment overseas should get a measure of
relief In respect of overseas taxes which exceed the Corporation Tax.

determined

(1) that relief, In the case of portfolio investment, shall cease to be given
unilaterally to the recipient of a dividend from an overseas company in respect
of overseas tax paid by the company on its profits,

that the amount of credit allowable to a person resi<
Kingdom in respect of overseas tax shall be determined
marginal rate of United Kingdom tax.

It Is proposed to abolish the scheme for overseas trade corporations with effect

from 6th April, 1966.
Capital Gains Tax

It 1S proposed to Introduce a capital gains tax on gains, not otherwise chargeable
to Income tax or corporation tax, acciTiing on the disposal of assets after 6th April,
1965. Losses will be set off against gains of the same year, any excess of losses being
carried forward and set off against future gains. Where the assets were acquired on or
before 6th April, 1965, only so much of the gain as arises after that date will be
taxable; but the gain to be charged or loss to be relieved will not be greater than the
gain or loss actually accruing.

It Is proposed that the tax shall apply to gains accruing on the disposal of all forms
of property, including incorporeal property. There will, however, be certain exceptions,
e.g., the principal private residence, National Savings Certificates, National
Development Bonds, Defence Bonds and Premium Savings Bonds and sums
received on the maturity or surrender of normal policies of life assurance.

It IS proposed that persons (including companies) who are resident or ordinarily
resident in the United Kingdom should be liable to tax on all gains wherever the
underlying assets are situated. Individuals who are not of United Kingdom domicile
will, however, be liable on gains realised from assets situated abroad only to the extent
that those gains are remitted to this country. Non-residents will be liable to the tax
only on gains realised In respect of assets belonging to a permanent establishment
through which they are carrying on a trade or business here.

It Is proposed that the rate of capital gains tax on individuals shall be 30 per
cent. If, however, It Is to the taxpayer’s advantage, the tax payable by him will be
calculated as If two-thirds of his net gains of the year had been charged to income tax
and surtax as the highest part of his income for that year.

Gains realised by companies—whether short-term or long-term—will be charged
to corporation tax. Capital gains of companies whose profits or incorne arising In
1965-66 are assessable to Income tax on the current year basis and not to corporation
tax will be chareed to canital eains tax for 1965-66 at 35 oer cent.

Stamp D uties

It 1S proposed to nullify certain devices for avoidance of the ad valorem stamp duty
on transfers.

It IS proposed to empower the Court to award Interest on stamp duty refunded by
the Crown In consequence of a judicial decision.



Table |l.—Proposed Changes in Taxation—continued

CUSTOMS AND EXCISE

Surcharges or rebates In respect of revenue duties.—It Is proposed to extend
for a further year the existing powers provided under Section 9 of the Finance Act
1961, which enable the Treasury by Order to impose a surcharge or allow a rebate
In respect of the main revenue duties of customs and excise and the purchase tax.

Tobacco—

Tobacco,unmanufactured
Containing 10 per cent
Or more moisture
Containing less than 10
percent, moisture

Tobacco, manufactured—
CilgarsS......coooeeeeeinnnnnn,
Cigarettes
Cavendish or Ne”ohead
Manufactured in bond
Other

Other manufactured
tobacco

Snuffand snuffwork

Spirits (other than perfumed
SPIrits)—

58 not comprised below...
ligueurs, cordials, mix-
tures and other pre-
parations In Dbottle,
entered In such manner
as to Indicate that the

strength Is not to be
tested.......ooevvvvininnnnnn,

Customs

Tobacco, spirits, beer and wine.—It iIs proposed to Increase, from 7th April, 1965,
the duties on imported tobacco, spirits (other than perfumed spirits), beer and wine.
The existing duties and the proposed duties are as follows:

Existing duties

Proposed duties

common- common-

Full wealth E.F.T.A. Full wealth E.F.T.A.
rate Preference rate rate Preference rate
rate rate
£ s..d £ s d £ s.d £ s.. d £ s d. £ s d
per Ib. per |b. per Ib. per Ib. per Ib. per 1b.
3 17 3 15 10 3 17 5 10 4 7 4]

3 18 3 16 8 3 18

4 6 3 4 3 3 3 3 4 16 3 4 13 3

4 210l 4 0 6 18 6 4 12 100 4 10 6

3 19 100 3 17 11 19 101 4 910 4 7 11

4 1101 3 19 7 19 n 4 11 100 4 9 7

4 0 318 2 17 4 10 4 7

4 0 3 18 7 4 to
per proof gallon per proof gallon

O 0 12 17 12 17 14 14 14 12 0 14 12 O

per liquid gallon per liquid gallon

17 11 O { 61 1/ 19 18 19 14 19 14

In the case of spirits warehoused for less than 3 years, the above rates

of duty are increased respectively (a) by Is. 6d. a proof gallon and
(b) by 2s. Od. a liquid gallon.



Table 1

Beer—
Of an original gravity of
1,030 degrees or less ,,.

Wine—
Light wine*—
till—
Not In bottle
In bottle
Sparkling

Heavy wine*—
StiU—
Not In bottle
In bottle
Sparkling
For each degree or frac-
tion of a degree above
42 degreesanadditional

Changes in Taxation—

CUSTOMS AND EXCISEr-continued

Customs— continued

Existing duties Proposed duties

Common- common-

Full wealth E.F.T.A. Full wealth EFT.A,
rate Preference rate rate Preference rate
rate rate
£ s..d £ s d. £ s d. £ s..d £ s d. £ s d.
per 36 gallons per 36 gallons
8 7 7 7 O 11 8 11 8 11

1,030 degrees, the

In the case of beer of an original gravity exceedin? degrees, the
or each additiona

above rates of duty are increased by 7s. 3id.

degree.
per gallon per gallon
015 6 013 6 018 6 016 6
018 0 015 0 1 10 018 O
180 16 0 Thereare 111 0 1 9 0 There are
no separate no separate
E.F.T.A. E.F.T.A.
Srates; the Jrates; the
110 6 1 0 6 116 6 1 6 6
113 0 1 2 0 ofdutyare 119 0 1 8 0 ofdutyarc
2 3 0 113 0 therefore 2 9 0 119 0 therefore
chargeable chargeable
0 2 6 0 1 8 0 3 0 2 3 _

* Light wine means wine not exceeding 27 degrees proof spirit in the case of wine entitled to Common-
wealth preference rates of duty or 25 degrees in the case of other wine. Heavy wine means wine exceeding

these limits.



Table 1.—Proposed Changes in Taxation—continued
CUSTOMS AND EXCISE—continued

Excise

Tobacco, spirits, beer and British wine—It Is proposed to increase, from 7th April,

1965, the Excise duties on tobacco, spirits, beer and British wine. The existing duties
and the proposed duties are as follows:

Existing duties Proposed duties
£ s d. £ s d
per Ib. per Ib.
Tobacco—
Tobacco, unmanufactured—
Containing 10 per cent, or more moisture............... 3 15 8 4 5 8
Containing less than 10 per cent, moisture............... 3 16 6 4 6 6
Tobacco, manufactured—
Cavendish or Negrohead manufactured In bond ... 3 17 11 4 7 1

per proof gallon per proof gallon

12 17 6 14 12 O

In the case of spirits warehoused for less than 3 years, the above rates of duty are increased
by Is. 6d. a proof gallon.

Beer— per 36 gallons per 36 gallons
Ofan original gravity of 1,030 degrees or less............... 7 7 0 8 11 O

In the case of beer of an original gravity exceeding 1,030 degrees, the above rates of duty are
Increased by 7s. 3Jd. for each additional degree.

per gallon per gallon
Britishh Wine—
Light*—
still ... 0 13 O 0 16 O
Sparkling 0 19 O 1 2 0
Heavy™—
still .. 0 13 O 0 17 O
Sparkling 0 19 O 1 3 O

* Light British wine means wine not exceeding 27 degrees proof spirit. Heavy British wine
means wine exceeding this limit.

Purchase tax.—It Is proposed to provide that the value for purchase tax of goods
consisting of or containing copyright matter shall include the value of the copyright.



Table 1.—Proposed Changes in Taxation—continued

MOTOR VEHICLE DUTIES

Increases are proposed In the licence duty on all motor vehicles which are
chargeable with duty under Section 1 of the Vehicles (Excise) Act, 1962, and on trade
licences taken out under Section 12 of the Act, except

{a) hackney carriages (which include ’buses and coaches)—for which the rate
of duty will remain unchanged,;

(™) local authorities’ watering vehicles—which will be exempt from duty; and
tower wagons used for street lighting maintenance—which will be exempt

from duty;

It Is proposed to simplify the schedules of rates of duty by:

(a) combining the concession rates applicable to certain motor cars into one;
{b) reducing to three the number of rates applicable to vehicles not exceeding
8 cwt., unladen weight (motor-cycles, three-wheelers and pedestrian-

controlled vehicles);
reducing the number of rates applicable to goods vehicles. Electrically-

propelled goods vehicles will pay duty at the same rates as Showmen’s
goods vehicles; and goods vehicles propelled by steam or gas will pay duty
at the same rates as general goods carrying vehicles.

It 1S proposed that these increases and changes shall take effect forthwith.
Specimen new rates now proposed for the main classes of vehicles are as follows:

Present rates Proposed rates

N ot
Description of vehicle  Exceeding exceeding
12 4 | 12 4
months months months months
Motor Cars— £ s £ s £ . £ s.
First registered before
1st January, 1947 ... 6 h.p. 10 15 319 1210 4 12
First registered before
1st January, 1947 ... 6 h.p. 7 h.p. 12 10 4 12 12 10
OtherS...ococcceviieeiininnn, _ 15 0 510 17 10
Motor Cycles—
Jsed without sidecar... 150 c.c.
Jsed without sidecar... 150 c.c. 250 c.c.
Jsed without sidecar... 250c.c. 1 13 8 0 219
Used with sidecar - 150 c.c. gifjae)f
Jsed with sidecar 150 c.c. 250 c.c. s dis-
Jsed with sidecar 250 c.c. 2 4 8 0 219 oears
Three-Wheelers................ 8 cwit. 6 O 2 4 3 0 2 19
Agricultural Tractors,
Excavators, M obile
Cranes ... 10 3 15
General Haulage 2 tons 11 0 16 10
Tractors 2 tons 4 tons 17 12 26 8
4 tons 6 tons 24 4
6 tons 7 tons 30 16
1™ tons 8 tons 3/ 8
3 tons 9 tons 44 0 66 O
o 9 tons 10 tons 50 12 75 18
For each additional ton
or part ton.............. 18 0 27 0O

sbilUng



Table 1.—Proposed Changes in Taxation— continued

MOTOR VEHICLE DUTIES—continued

Used without trailer Used without trailer
N ot Present rates Proposed rates

Exceeding exceeding

12 months 4 months 12 months 4 months

£ s £ s
Goods (Farmers)—

12 cwit. 12 0 4 8
12 cwit. 16 cwi. tl2 15 t4 13
16 cwit. | ton tI3 10 t4 19
1 ton 1 ton 5 cwit. tl4 5 t5 4
1ton 5 cwit. 1ton 10 cwt. 14 15 5 8
1ton 10 cwt. 1ton 15 cwit. 15 5 5 12
1ton 15 cwit. 2 tons i - 15 15 5 15
2 tons 2 tons 5 cwit. 16 10 6 1
2 tons 5 cwit. 2 tons 10 cwit. 1/ 5 6 ©
2 tons 10 cwi. 2 tons 15 cwi. 13 5 6 14
2 tons 15 cwit. 3 tons i 19 5 14 1
3 tons 3tons 5 cwt. 20 5 { 8
3tons 5 cwt. 3 tons 10 cwit. 20 15 [ 12
3 tons 10 cwit. 3 tons 15 cwit. 21 5 [/ 16
3 tons 15 cwi. 4 tons 21 15 / 19
4 tons 4 tons 5 cwit. 22 5 3 3
4 tons 5 cwt. 4 tons 10 cwit. 22 15 8 7
4 tons 10 cwit. 4 tons 15 cwit. 23 5 3 10
4 tons 15 cwit. 5 tons 23 15 8 14

For each additional 1 ton or part 1 ton 10 )

» The four-monthly rate of duty for a vehicle over five tons shall be an amount equal to eleven-thirtieths of the annual
rate of duty, rounded up or down to the nearest shilling, sixpence being rounded down. _
t The present rates indicated by this symbol in fact cover the following weight ranges respectively:

Exceeding Not exceeding
12 cwit. 17 cwit.
17 cwit. 1 ton 2 cwit.
1 ton 2 cwit. 1 ton 5 cwt.
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Table 1.—Proposed Changes in Taxation—

MOTOR VEHICLE 'DmiES—continued

Used with trailer Used with trailer

Not Present rates Proposed rates
Exceeding exceeding
12 months 4 months 12 months 4 months
£ s £ s £ . £ s
Goods (Farmers)—
- 12 cwit. 24 0 8 16 36 0 13 4
12 cwit. 16 cwit. t24 15 t 9 1 37 5 13 13
16 cwt. 1 ton g t25 10 t 9 7 38 b5 14 0
1 ton 1 ton 5 Cwit. f26 5 t 9 12 39 10 14 10
1 ton 5 cwit. 1ton 10 cwt. 26 15 0 16 40 5 14 15
1ton 10 cwt. 1ton 15 cwt. 2 5 10 O 41 O 5 1
1ton 15 cwi. 2 tons _ 27 15 10 3 41 15 5 ©
2 tons 2 tons 5cwt. 28 10 10 9 43 O 15 15
2tons 5 cwt. 2 tons 10 cwt. 29 5 10 14 44 5 16 4
2 tons 10 cwt. 2 tons 15 cwit. 36 5 13 6 54 10 20 O
2 tons 15 cwt. 3 tons - | 3/ 5 13 13 5 15 20 9
3 tons 3tons 5 cwt. 3B 5 14 O 5 0 20 18
3tons 5 cwi. 3 tons 10 cwt. 38 15 14 4 M 5 21 7
3 tons 10 cwt. 3 tons 15 cwt. 39 5 14 8 5 0 21 13
3tons 15 cwt. 4 tons 39 15 14 1 5 15 21 18
4 tons . 4 tons 5cwt. 46 5 16 19 69 10 25 10
4 tons 5 cwt. 4 tons 10 cwt. 46 15 17 3 /0 5 25 15
4 tons 10 cwt. 4 tons 15 cwit. 47/ 5 1/ 6 1 0 20 1
4 tons 15 cwt. 5 tons 47 15 17 10 /1 15 26 ©
For each additionsil J ton or part J ton 10 15

1

* The four-monthly rate of duty for a vehicle over five tons shall be an amount equal to eleven-thirtieths of the annual
rate of duty, rounded up or down to the nearest shilling, sixpence belnlg rounded down. _
t The present rates indicated by this symbol in fact cover the following weight ranges respectively:

Exceeding Not exceeding
12 cwt. 17 cwt.

17 cwt. 1ton 2 cwt.

1ton 2 cwt 1ton 5 cwit.
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Table 1—Proposed Changes in Taxation—continued

MOTOR VEHICLE continued

Used with trailer Used with trailer

_ Not Present rates Proposed rates
Exceeding exceeding
12 months 4 months 12 months 4 months
£ s £ s £ s £ s
Goods General—

12 cwit. 24 0 8 16 36 O 13 4

12 cwit. 16 cwit. 27 O O 18 40 10 14 17

16 cwt. 1 ton - 30 O 1 O 45 0 16 10

1 ton 1 ton 5 Cwt. 33 0 12 2 49 10 18. 3
1 ton 5 Cwit. 1ton 10 cwt. 36 O 13 4 5 0 19 16
1ton 10 cwa. 1ton 15 cwt. 39 0 14 6 58 10 21 9
1ton 15 cwit. 2 tons _ 42 O 5 8 63 O 23 2
2 tons 2 tons 5 cwt. 45 0 16 10 6/ 10 24 15
2 tons 5 cw. 2 tons 10 cwt. 48 0 17 12 2 0 26 8
2 tons 10 cwwt. 2 tons 15 cwt. 5 0 20 18 85 10 31 7/
2 tons 15 cwt. 3 tons - 60 O 22 O N O 33 0
3 tons 3tons 5cwt 64 10 23 13 9% 15 35 9
3tons 5 cowt. 3 tons 10 cwt. 69 O 25 6 103 10 37 19
3 tons 10 cwwt. 3 tons 15 cwt. /3 10 26 19 110 5 40 8
3tons 15 cwt. 4 tons 8 O 28 12 117 O 42 18
4 tons 4 tons 5 cwt. 90 O 33 0 135 O 49 10
4 tons 5 cwt. 4 tons 10 cwt. % O H 4 144 O 52 16
4 tons 10 cwi. 4 tons 15 cwit. 102 O 3/ 8 153 O 5 2
4 tons 15 cwit. 5 tons - 108 O 39 12 162 O N 8
5 tons 5tons 5 cwt. 114 O 41 16 171 O 62 14
5tons 5 cwi. 5tons 10 cwwt. 120 O 4 0 180 O 66 O
5tons 10 cw. 5tons 15 cwt. 126 O 16 4 189 O 69 O
5tons 15 cwit. 6 tons 132 0 48 8 198 O 2 12
6 tons 6 tons 5 cwt. 138 O 50 12 200 O 5 IS
6 tons 5 cwi. 6 tons 10 cwt. 144 0 52 16 216 O 9 4
6 tons 10 cwit. 6 tons 15 cwit. 150 O 5 0 225 0 82 10
6 tons 15 cwt. { tons _ 156 O 5/ 4 234 O 85 16
[ tons [/ tons 5 cwt. 162 O N 8 243 0 8 2
/tons 5 cwt. / tons 10 cwit. 168 O ol 12 252 0 92 8
/ tons 10 cwt. / tons 15 cwit. 174 O 63 16 201 O 5 14
/ tons 15 cwt. 8 tons _ 180 O 66 O 2710 O 0 0
8 tons gtons 5cwt 186 O 68 4 279 O 102 6
8 tons 5 cwt. 8 tons 10 cwt. 192 O /0 8 288 O 1056 12
3 tons 10 cwt. 3 tons 15 cwit. 198 O 2 12 297 O 108 13
8 tons 15 cwt. 9 tons 204 O 74 16 306 O 112 4
O tons Otons 5cwt. 210 O 77 0 315 O 115 10
9tons 5 cwt. Otons 10 cwt. 216 O 9 4 324 0O 118 16
9 tons 10 cwt. O tons 15 cwt. 222 0 81 8 333 O 122 2
O tons 15 cwt. 10 tons - 228 O 83 12 42 0 125 8

For each addition:il i ton or part ” ton 6 0 ) 9 0

1

shilling



Table 2.—Estimated Effect of Chan” in T axation

12 £ million

Estimate for Estimate for

1965-66 a full year
INLAND REVENUE
Income tax— _ o _
Increase of age exemption limits to £390 for single persons
and £625 for married couples
Abolition of allowances for National Insurance contributions + 111 + 140
Increase of the single allowance to £220 and the married
allowance to £340 eee
Increase ofthe limitofthe dependentrelative’sincome to £210
Surtax— _ _ -
Withdrawal of relief for settlements in favour of individuals
Income tax and profits tax— _ o
Abolition ofthe initial allowance for ordinary motor-cars ... Negligible + m )
Disallowance of expenditure on entertaining as a deduction o
FOr X PUMPOSES  cevveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeneeaea. Negligible
Extension of scope of Case VII of Schedule D to cover gains
on all assets disposed of within a year of acquisition
Corporation tax— _
Abolition of the scheme for overseas trade corporations
Capital gains tax— o
Tax on gains realised by an individual on assets held for more
than a year at 30 per cent for an individual (or if it is less
at his marginal rate of income tax and surtax on two-
thirds of the gain), and Corporation tax (or 35 per cent)
on all gains 0f COMPANIES...ueeiiiiieiiiii e, . (©)
Total Inland Revenue
CUSTOMS AND EXCISE
Tobacco ... y + 74 + 75
Spirits, Beer and Wine- _
SpIrits N . + 19 + 19i
Beer ... - . . . .+ 23] + 26
Wine (including British wine) + 6J + Ol
+ 49 + 52
Purchase Tax Negligible Negligible
Total Customs and Excise + 123 + 127
MOTOR VEHICLE DUTIES + 48] + 54|
Total +1631

a) £1J million In 1966-67.

ultimatelg/ fall to nil. The yield in 1966-67 wUl be £13 miUion.
c) £20 million in 1966"7.
a) £2 million in 1966-67.

) %)6 The yield will fluctuate widely from year to year and in the long term it may reach £125 million. The estimate
or

6-67 1S £10 million.

|
Ebg With current levels of expenditure this is the highest figure that the yield will reach in any year and it would

>mF



Table 3.—INCOME TAX

Tables (a) to (g)—Amount of tax and effective rate of tax
for each pound of iIncome for specimen Incomes

Notes on the Tables

These tables show the tax payable for 1964-65 and 1965-66 (as well as what would
have been payable for 1965-66 under the November 1964 Budget but for the April 1965
Budget). They take account of the personal allowances and reliefs appropriate to the
case, Including (where applicable) an allowance for National Insurance contributions.
The taxpayer may be entitled to further reliefs which would reduce the tax payable
(for examples see below); if on the other hand he was not entitled to the allowance
assumed for National Insurance contributions the tax payable might have been greater.

In the case of a married couple the earned income Is assumed to be the husband’s.

The amount of the allowance for National Insurance contributions taken into
account where the income Is aU earned Is that for an adult employee and where the
Income Is all from investments it Is the allowance for a non-employed male.

The “ proposed charge 1965-66 7 comprises the Income Tax at the rates
proposed and the Surtax (if any) calculated at the rates proposed for 1964-65.

Age relief

Where a taxpayer (or his wife) Is over 65 and his total income does not exceed
£900, he Is entitled to age relief which gives relief equivalent to the earned Iincome
relief on any investment income he may have and so reduces the tax payable on any
Investment Income In incomes up to £900 to that chargeable on earned income.
Where the total income Is not much over this amount marginal relief may be due
so that the tax due on the ordinary basis Is not payable until the marginal relief runs
Out.

Age exemption

Where a single person is over 65 and his total income does not exceed £390 (£360
In 1964-65) no tax Is payable. In the case of a married couple where either husband
or wife Is over 65 and the total income does not exceed £625 (£575 in 1964-65) no
tax 1s payable. Where the total income iIs only slightly above the appropriate limit
marginal reliefis given so that the tax due on the ordinary basis Is not payable until
the marginal relief runs out.




Table 3.—Income Tax— continued
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Table 3.—hcome Tax—continued

Table (h).—The amounts of tax and National Insurance contributions payable on
specimen incomes for 196S-66 under the law as It was after the November 1964
Budget and as It will be under the proposals of the April 1965 Budget

This table shows the effect of the changes proposed In the Budget for specimen
Incomes of adult male employees of an employer who has not contracted out of the

graduated scheme for national Insurance.

The amount of the graduated National Insurance contribution depends on the
amount of weekly pay from employment. In calculating the National Insurance
contributions shown, therefore, It has been assumed that the income from employment

IS the same for each of the fifty-two weeks in the year. In the case ofa married man with
two children not over 11, the figures of income Include the family allowance of
£2016s, Od, For this reason the amount of National Insurance contributions is smaller
for the married man than for a single person with the same total income.

The amounts of National Insurance contributions and of the tax reliefthereon are
the same for all the incomes between £936 for the single person (or £1,200 for a married
couple with two children not over 11) and £5,000 and again for all the incomes over

£20,000.
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T able 4. — Taxation and M iscellaneous R eceipts

£ million
_ 1965-66
1964-65 Estimate
Original Before After
Budget Outturn Budget Budget
Estimate Changes Changes
T axation
Inland Revenue
Income Tax  .............. 3,043 3,088 3,600 3,592
SUIMaX  .oovvvvviiieeeieeen, 195 134 200 200
Death Duties .............. 310 297 280 280
Stamps me  eee eem .. 75 79 75 75
Profits Tax, Excess Profits Tax and
Excess Profits Levy.....coccceeeeeeeenennnn, 415 423 445 445
Total Inland Revenue 4,038 V 4,071 4,600 4,592
Customs and EXxcise-
Tobacco.............. 958 082 980 1,054
Purchase Tax ... 605 633 647 647
on 621 674 711 711
Spirits, Beer and Wine 551 576 567 616
Other Revenue Duties, &c. o! 50 42 42
Import Duties Act, 1953 165 181 165 165
Temporary Charge on Imports 7/ 138 138
Total Customs and Excise 2,951 3,173* 3,250t 3,373t
Motor Vehicle Duties 180 187 185t 2341
Total Taxation 7,169 7431 3,035 3,199
M iscellaneous Receipts
Interest and dividends ... 481 476 533 533
Broadcast Receiving Licences 57 55 57 57
Other 173 195 237t 257]
Total 7,880 8,157 8,862 9,026

* The outturn reflects the yields from the additional duty on oil and from the temporary charge
on Imports imposed In the November 1964 Budget (see Supplementary Financial Statement
(1964-65)—H.C. 15).

t The 1965-66 estimates allow for the cost of export rebates which Is estimated at £95 million
attributable as follows;

Purchase T aX ..ccocoovviievneiiiiiiieeiiinns £6 million
Ol DUty e, £74 million
Motor Vehicle Duties  .............. £15 million

+Includes a net saving of £35 million overall from the cancellation of TSR-2 aircraft contacts.

This is likely to be realised mainly as further Exchequer Extra Receipts on the Ministry of Aviation

gPur(_:hasmg (Repayment) Services) Vote (Class 1V, 8), partly offset by a small increase on Supply
ervices.



Table 5.—Supply Services and Consolidated Fund
Standing Services

£ million
1964-65 1965-66
Original |
Budget Outturn  Estimate
Estimate
Supply Services™
Defence Budget—
Defence—(Central) 27 25
(Navy) 488 476
(Ajiny, &c.) . 517 479
(Alr) ... 516 513
Ministry of Aviation 2175 255
Ministry of Public Building and Works 167 152
Atomic Energy Authority  .............. 7 7
Total Defence Budget ... 1,997 1,907 2,120
Other Supply—
L Government and Exchequer 96 102
Commonwealth and Foreign 184 244
Home and Justice 158 159
V. Industry, Trade and Transport 524 490
V, Agriculture ... 366 304
Local Government, Housing and Social Services 2,588 2,638
Education and SCIENCE  ......ovvvvvvvviiiiiiiiieeeeeeeeeed 353 365
Museums, Galleries and the Arts ... 9 9
Public Buildings and Common Governmental Services 177 168
Smaller Public Departments Hite 7 /
Miscellaneous  .............. ek 88 86
Defence (Army) Purchasing (Repayment) Services ... t# 2 1
Total Other Supply 4,552 4,573 5fil4
Total Supply Services L # HH 6,549 6,480 7,134
Consolidated Fund Standing Services
Interest on and management of National Debt 1,085 1,065
Northern Ireland—share of reserved taxes, &c. 126 139
Payments arising from war-time liabilities—
War Damage ..o, 9.9 4 3
Post-war credits (including interest) o9 oD 19 17
Miscellaneous .. 9 9
Total o -3 7,792 7,713 8,482

*The 1964-65 figures have, for ;[))uriposes of comparison, been adjusted to take account of transfers of services between
e

Votes, mcludmg transfers between ence Budget and Other Supply.



Table 6.—Consolidated Fxjnd Loans to Industry

Jllion
1964-65 1965-66
Original
E%gi?r?gtte Outturn  Estimate
% 1
Loans to Nationalised Industries {net)
Post oo ooe oo ooe ooe oo 100 85 130
National Coal Board ..., -13* 29 53
Electricity Councll ., 1 352 317 365
North of Scotland Hydro-Electric Board  ........................ 16 15 14
South of Scotland Electricity Board..........................o 25 28 ' 34
Gas 0/Ouncil oo «< oo oo 21 50 6/
British Overseas Airways Corporation  .....ccccceiiennnn, 19 5 .
British European AIWaAYS  ..oooooiciciiiiiiirieerrerere e e e e e e e e e, 6 2 9
British Rallways Board..............cccceee i, ; 30 20 20
London Transport Board ..., 12 13 16
British Transport Docks Board ..., 4 4
British Waterways Board ..., 1 1 —
Loans to Private Industry

Shipbuilding Credit Scheme (Net) e 29 21 31

ovo 602 586 743

Note.—Further details of these items arc contamed in the White Paper on Loans from the Consolidated Fond, 1965-66
(Cmnd. 2624).

 Net repayment.



Table /.—Other Consolidated Fund Loans

dllion
Receipts Payments
1964-65 1965-66 1964-65 1965-66
Original Original _
Budget Outturn Estimate Budget Outturn Estimate
Estimate Estimate
Loans to Local Authorities and other
Public Bodies
Local Authorities (through Local
Loans Fxmd) (net)  .............. 127 209
Northern Ireland Exchequer (net) .m 10 4
New Towns—Development Corpora-
tions and Commission.............. 42 39
Scottish Special Housing Association
(n e '[) XY M XY 6 5
Housing Corporation ............... 5
Harbour Authorities ... L. 16
Iron and Steel Holding and Realisa-
tion Agency: Surplus receipts ...
Sugar Board (net).......ccccrrrrrnnnnnne,
National Research Development
corporation ., 1 1
National Film Finance Corporation
(|tet)* S o0 o0 o0
Loans for Overseas Assistance
Colonial Governments  .............. 0 2
Commonwealth Development Cor-
poration (net)  .......ccccrrrrieinnnnne, 3 3
Export Guarantees Acts ............... 65 55
Other Advances and Repayments
Married quarters for Armed Forces
(net * 7 oo 9 5
Housing Assoclations ... 5 4
Building Societies .........cceeeeeeee.
Town and Country Planning com-
DENSEIIOLL oo ooe
Totals .. o 295 327 509
Total (net) 235 244 485*

details of thwe items arc contained in the White Paper on Loans from the Consolidated Fund, 1965-66
(Cmno4 2624).

 £90 million of this figure iIs attributable to the | access for Local Authorities to the Public Works Loan
Board referred to in naraeraoh 9 of Cmnd. 2624. Folin

[— 1\ Ur a uevivow vi tuc cauv ..
market.

The net total of Other Consolidated Fund Loans becomes £525 million.



Table 8.—Exchequer Borrowing and Special Transactions

£ million

1964-65
Outturn

Receipts Payments

Exchequer Borrowing:

Marketable securities:
New Issues:
5% Exchequer Stock, 1967 434
5f% Funding Loan, 1987-91 m y 388
Redemptions:
21% Exchequer Stock, 1963-64 y 274
41% Conversion Stock, 1964 ... y . 505
4% Treasury Stock, 1965 y 391
Statutory Sinking Funds % #
Terminable Annuities (National Debt Commissioners) 77
National Savings Securities (net):
National Savings Certificates y y 34
Defence Bonds . y it
National Development Bonds ... . y 152
Premium Savings Bonds
National Savings Stamps and Gift Tokens
Tax Reserve Certificates (net)
Floating Debt (net) ™ 281
Other Debt—payable in sterling:
Interest-free notes (net) » 352
Other...

Other Debt—ypayable In external currencies.. y » » » 29

Special Transactions:

Decrease In sterling capital of Exchange Equalisation Account . 200
Decrease In capital of Civil Contingencies Funad
Subscription to International Development Association ...

Relgeipés arising from transfer of British Transport Stock Redemption

Decrease in Exchequer balance » y . 1
1,482

Balance of Recelpts over Payments A y 5 386






Table 10—Reconciliation of New with Previous Classihcation™

Ilion
1964-65 1965-66 Estimate
New Classiiication Old Classification
After
Budget ¢ty Eﬁgoreet B
- udget
=stimate changes chan%es
Revenue
Taxation lee ... 1~ Total Tax Revenue 7.169 7,431 8,035 8.199
Miscellaneous Receipts
Interest and dividends Miscellaneous Revenue &part) 56 46 48 48
Interest receipts below the linef 425 430 485 485
. . . _ 481 476 533 533
Broadcast Receiving Licences Broadcast Recelving Licences... 57 55 57 57
Other -f«  Miscellaneous Revenue (balance) 173 195 237 237
Total Miscellaneous Receipts 711 726 827 827
Total Revenue 7,880 8.157 8.862 9,026
Expenditure
Supply Services Total Supply 6,549 6.480 7,134 7,134
Consolidated Fund Standing Services Consolidated Fund Services.............. 839 827 887 887
Interest receipts applied to interest on
the National D ebt]............... 425 430 485 485
War damaget R, 4 3 4 4
Post-war credits (principal)t ... 17 15 15 15
Less Sinking Fundst .............. _472 -4 2 473 -43
1.243 1,233 1,348 1,348
Total Expenditure 7,792 7,713 8.482 8,482
Surplus ... Surplus above the line ... 67 420 356 520
Ada—Adjustment for Sinking Funds. 42 42 43 43
Less—War damage payments and
Post-war credits y -21 -18 -19 -19
88 444 380 544
Consolidated Fund Loans (net) Net payments below the line (except
war damage payments and Post-war
credits) s " . s 837 830 1.228 1,268
Exchequer Borrowing and Special _ _
Transactions Borrowing requirement 791 423 891 767
Less Sinking Funds -4 2 -42 -43 -4 3
749 386 848 124
Lending met from Surplus............ s . - 88 444 380 544

* See Financial Statement (1964-65)—H.C. 1/9.
Below the line items in the previous classification. _
This item Is now Included in Exchequer borrowing transactions (Table 8).
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AJ>INEX.—Reconciliation between Exchequer Receipts and lIssues (as in Table 9) and
National Accounts Classihcation of Central Government T ransactions (as in Table 11)

£ million
Receipts Expenditure
1964-65 15066 1964-65 1965-66
Budget Provi- Before After Budaet Provi-

g sional  Budget  Budget i i
- sional Estimate
Estimate 3\ tturn Changes Chan%es Estimate S tturn

Exchequer receipts and issues {Table 9)—
Taxation and miscellaneous receipts 7,880 8,157 8,862 9,026

Borrowing and special transactions (net)... 749 386 848 724
Su%%/‘d_serwces_and Consolidated Fund

ding Services . 7,792 7,713 8,482
Consolidated Fund Loans (net) 937 330 1268

Reconciliation  with  National Accounts
Classification—
Coverage di£ferences(*):
Elimination of internal transfers between

Exchequer and other parts of central
GOVEMMENT(*)..oovireesnsciiciis -251 -251 -381 -381 617 -620 -768

National Insurance Funds(*) ............. 1,270 1,294 1,600 1,600 1.560 1,566 1,878
Other extra*Exchequer funds and ! !
Northern Ireland central govem-

. nient()... 2 e a1 08 84

Differences in netting of receipts and 84 167 1% 193
Rlay_ments: o
ational health contributions.............. 162 163 162

Other Items(™) ..o, 106 114 106

Differences in basis of recording: _
Accrued iInterest on National Saving

Certificates and other imputations 109 109
Other adjustments  .....ccoovvvvvvvennee, 14 26
Totals 1n National Accounts Classification
(Table 11).............. 10,130 10,096 11,390 11,430 10,130 10,096 11,430

0 ”~ national income statistics the central government sector of the economy includes a number of extra-Exchequer
agencles, funcK, &c..—chiefly, the National Insurance Funds, Issue Department of the Bank of England, Exchange
qualisation Account, Savings Banks Funds, Local Loans Fund, National Land Fund, Civil Contingencies Fund,
Redemption Annuities Account, Irish Land Purchase Fund. The central government of Northern Ireland is also included.
In the national accounts classification transactions between the Exchequer and other parts of the central government arc
replaMd by the transactions of the latter with the rest of the economy. _
T 17 niain internal transfers are the Exchequer contributions to the National Insurance Funds, payment to Northern
Ireland c”~tral government of the share of reserved taxes, &c., and payment of debt interest to extra-Exchequer funds.
_ Items are_receipts of national insurance contributions and payments of national insurance benefits.
() Mainly the transactions ofthe central government of Northern Ireland other than those with other parts ofthe central
govenment séctor, and interest received by extra-Exchequer funds from outside the central government. _
( ) home recelpts passed to the Exchequer are treated In national Income statistics as offsets to the corresponding
from the turnover of strategic stocks); some receipts which are authorised as “ Appropriations-
m-.~d ofVotw are treated as part of tax revenue, gross trading and rental income and financial receipts. In addition, some
Exchequer recelﬁt N not appear on the receipts side of the summary Exchequer table (Table 9), because they are netted
on issues iram the Consolidated Fund, but appear on the receipts side of the national accounts class”cation {e.g., loan

repayments from overseas governments).






