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The Institute of Directors, responding to today’s Treasury paper Large Business Taxation: The Government’s strategy and corporate tax reforms, praised the Government’s chosen principles but regretted the fact that the biggest single issue for the corporation tax system had not been fully addressed.

Richard Baron, Deputy Head of the Policy Unit at the IoD, said:

“The Government’s stated aims of keeping business taxes down and keeping the UK competitive are absolutely right.

"The Government is also right to lean towards an exemption for gains on substantial shareholdings, rather than a deferral. Exemption will be both simpler and more attractive. Having said that, there are several detailed issues to resolve. The Government’s concern that an exemption might be used to avoid the tax charge on companies leaving the UK must not be allowed to spawn complicated anti-avoidance legislation, which would impede legitimate group re-structurings.

"The one issue that is not properly tackled is whether the UK should change from taxing foreign dividends, with credit for tax suffered abroad on the profits made or on the dividends, to exempting foreign dividends. There is a long list of the disadvantages of change, but the advantages are not properly explored.

"In any case, the UK may have no choice. European law may force the UK to exempt dividends from other European Community countries, simply because UK dividends are exempted. The paper does not discuss this legal threat at all. If a change will be forced, the UK would do better to plan for it now so as to give time to re-negotiate tax treaties as required.”
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Contact Points:

Richard Baron, Deputy Head of the Policy Unit, tel: 020 7451 3212 

 pager: 07669 101473; home: 020 7833 0420 

Ruth Lea, Head of the Policy Unit, tel: 020 7451 3291; pager: 07626 241749

        home: 020 8346 3482

Steve Reardon, Director of Communications, tel: 020 7451 3263

mobile and out of hours: 07881 626330 

Richard Taylor, Press Officer, tel: 020 7451 3264 

mobile and out of hours: 07721 734886
Notes to Editors:

The Institute of Directors is a non-political organisation with some 68,000 members world-wide, 54,000 in the UK, whose aim is to help directors to fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.

