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“1 have referred frequently to the possible effects which the removal of the
interest tax might have on the Profits Tax and thus the further serious
consequences for Government revenue ... | do not need to spell out in
precise terms the details of the tax avoidance devices which are now
available to business enterprises by virtue of the repeal of interest tax on
deposits.  In essence they involve a reduction of the liability to Profits
Tax through the use of high debt to equity capitalisation arrangements,
whilst at the same time the business proprietors can enjoy tax-free
Interest income outside the business through the placing of deposits with
financial institutions. There is already evidence that bankers and tax
avoidance specialists have set about advising customers and clients of the
opportunities for tax diminution under the present law. The longer term
prospects are that huge Profits Tax revenue could belost. Inall
prudence immediate steps must be taken to minimise these losses, while
remaining themselves neutral in effect ...”
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