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The International Tax Services network
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This Newsalert does not provide a
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taxation law of the countries concerned. It is
intended only to highlight general issues which
may be of interest to our clients.
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contact your local international tax services
advisor or the specialists listed at the end of this
article.
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The Commission on Taxation report, published on September 7,
2009, contains over 240 recommendations which could have a
significant impact on various aspects of the Irish tax system if
implemented as proposed. Of particular importance for foreign
investors is the underlying commitment to a low corporate tax
regime, with the 12.5% tax rate having been guaranteed by the
Irish Government in setting the Commission's terms of reference.
Overview
The Commission on Taxation was established as an independent group by
the Irish Government in February 2008 to review the structure, efficiency and
appropriateness of the Irish taxation system. The report is intended to help
establish the framework within which tax policy would be set for the next
decade at least.
It is important to note that the recommendations are not legislative proposals;
rather they are recommendations from the Commission for consideration by
Government. There is an expectation that many of the proposals will be
accepted and implemented - some perhaps as early as in the December 2009
Budget.
The report recommends that some key elements of Ireland's existing tax
framework be re-enforced. For example, the Commission recognizes the
Government’s commitment to the 12.5% corporation tax rate and
recommends that a low stable corporation tax rate should remain a key
feature of Irish tax policy. The report also asserts that any new taxes should
reduce the existing tax burden, particularly the burden on labor.

Solicitation

Key recommendations
The following is a brief summary of some of the main Commission
recommendations which are likely to be of particular relevance for foreign
investors with existing or proposed Irish investments.
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Business taxation

Employment & related tax measures

•

Continue the Government’s longstanding low tax
policy for business profits

•

Amend individual tax residence rules to include a
permanent home and centre of vital interest test

•

Abolish stamp duty on transfers of Irish shares
(currently 1%)

•

•

Simplify the administration associated with dividend
withholding tax exemptions by removing the need for
third party certification

Remove the “remittance basis” of taxation, which is
currently available with respect to foreign
income/gains of non-domiciled residents, over a 3 to 5
year period – replace this with a more specific and
targeted skills based incentive scheme

•

•

Extend unilateral credit relief (i.e. the mechanism for
relief for non-treaty withholding tax) to royalties and
allow pooling of excess tax credits

Extend social insurance (“PRSI”) and health levy to
share based remuneration, and remove the employee
PRSI ceiling and exemption for investment income

•

•

Extend the existing 3 year “start up” corporation tax
exemption (applicable where the corporate tax liability
does not exceed EUR40,000) to companies
commencing activities in 2010 (for 2 years) and 2011
(for 1 year)

Limit the tax free element of lump sum pension
payments and ex gratia retirement payments to
€200,000

•

•

Allow companies to elect to offset R&D tax credits
against their employer payroll costs as opposed to
corporation tax - if introduced, this should enable
companies to take account of R&D tax credits “above
the line'” in their Profit & Loss accounts, impacting
positively on the unit cost of R&D
Extend the ability to base current year preliminary
corporation tax payments on the prior year liability to
all companies (currently restricted to “small”
companies)

•

Reform the Irish tax depreciation regime to more
closely follow accounting depreciation, also extend
buildings tax depreciation to a broader range of
buildings (e.g. call centre's)

•

Reduce the tax rate for gains on disposal of trading
assets to the corporation tax rate (12.5%) rather than
the capital gains tax rate (25%)

Environmental taxation
•

Introduce a carbon tax on fossil fuel consumption (with
exemptions for those companies already operating the
EU Emissions Trading Scheme)

Next steps
All groups with existing or proposed Irish investments
should carefully consider the impact of the Commission’s
proposals on their businesses.
There is an opportunity over the coming period to
participate in the tax policy debate and ensure that the
concerns of each business and sector are considered by
Government in deciding what proposals to enact.
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