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Taxation of owner managed companies

The AAT has written to Dawn Primarolo, Paymaster General, registering our strong support of the comments by the ICAEW and others concerning proposals set out in paragraph 5.91 in the Pre-Budget Report published on 10 December 2003.  This paragraph stated that the Government will bring forward specific proposals in Budget 2004 to ensure that the “right” amount of tax is paid by owner managers of small incorporated businesses on the profits extracted from their company.

The Association of Accounting Technicians’ self-employed members offer considerable and effective services to the smaller owner managed enterprises and we are aware that the lack of details in the Pre-Budget Report is creating considerable concern and confusion. Our members are looking to give the best advice to their clients but are limited in their ability to do so while this issue remains undefined. 

We urge the Government to consider giving as clear an indication as it can, pre-Budget, of the measures being considered and the scope of the proposals. Indeed we support the suggestion made by the Federation of Small Business that rather than rush in any changes a full year should be given to allow a full and thorough debate to take place.  This extended period would also ensure that any proposed legislation could be properly drafted and understood. 

We also support the Institute’s request that such proposals should be a matter of proper consultation and would welcome the opportunity to contribute to that discussion on behalf of our members. 

The government seems to be considering proposals that will reduce or remove the current incentives to incorporate. We emphasise that  this will impact negatively on our members’ clients who have responded to the Government’s encouragement of incorporation. Not least because this sector is vulnerable to external factors such as changes in the tax regime. We therefore also support the ICAEW’s comment that Government should seek to allow enterprises to make these decisions on a commercial basis only, and provide as neutral a tax framework as is feasible.
ADDITIONAL INFORMATION

· The AAT was founded in 1980 and is one of the fastest growing professional bodies in the world.  It is the leading professional body for accounting technicians and has approximately 100,000 members worldwide.

· The AAT is sponsored by four of the major accountancy bodies in the UK: The Chartered Institute of Public Finance and Accountancy (CIPFA); The Institute of Chartered Accountants in England and Wales (ICAEW); The Chartered Institute of Management Accountants (CIMA); and The Chartered Institute of Chartered Accountants in Scotland (ICAS). 
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