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There is little doubt that Ireland’s SMEs and the underlying job market have experienced 
a catastrophic shock and decoupling since the onset of Covid-19. Some pockets of the 
economy have done well, managing to adapt to the ‘new (now permanent) normal’ of 
e-commerce trading and/or remote working. However, others particularly in the public-
facing sectors, have not fared so well, while some sectors have yet to feel the full effects 
of Brexit given the rolling nature of lockdowns since 1 January last. 

Added to this is the juxtaposition that while the risk of severe illness from Covid-19 
increases with age, the risk of economic harm (impact on employment, training and 
education) increased the younger you were. While the lockdowns have been necessary 
to protect the wider health of the nation, a disproportionate level of the economic and 
social burden has fallen on a certain cohort of our population working within public-
facing sectors, predominantly being younger and lower skilled workers. 

While the pandemic continues to have a major impact, the overall macro economy has 
proven more resilient to repeat waves than expected - in no small measure due to the 
unprecedented and welcome Covid-related spending and support that the Government 
introduced. The Government should be widely commended for all that it has done so 
far to support the SME sector. But as the Government forecasts a deficit of 8.4% of 
modified Gross National Income in 2021, there is a growing fear that contingency funds 
and support measures will be largely exhausted as we head into 2022 and beyond. The 
€5.4 billion of contingency funding set out in Budget 2021 for this year is all but spent, 
mainly to cover extensions to income supports, such as the Pandemic Unemployment 
Payment and the Wage Subsidy Scheme. And while the Government’s recently announced 
‘Economic Recovery Plan 2021’ brings with it a new phase of support and policies to 
invest in businesses and workers, what actually is needed now for businesses? 

The economy is set to bounce-back as Covid restrictions ease and there is optimism 
that the rollout of multiple vaccines will lead to a sharp rebound in activity for many 
businesses. However, the economy is also in need of a period of healing, recovery 
and renewal. It would be very disappointing to see successful SMEs fail just before 
they have the chance to prosper. Now more than ever we need to continue to support 
businesses through a new stage of Recovery and Renewal.

Framed against this, we have identified four key headings under which measures to 
support home grown businesses should be targeted in the forthcoming Budget:

  

Irish private and SME businesses are looking forward 
for the first time since the beginning of the pandemic 
with a real sense of confidence and hope at what lies 
ahead. However, while growth is expected, a period 
of initial recovery and renewal is needed now more 
than ever to help build back better.  
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There is no doubt that the world has, and is, 
changing. So too is the formula for lasting business 
success. How private businesses are restoring their 
workforce, attracting and retaining talent, reskilling 
and preparing their workforce for the digital future are 
the key challenges facing many private business 
owners as they look to 2022. 

SMEs and family business owners want, above all, to 
create a business that makes a positive impact. They 
have earned a reputation for prioritising and 
protecting their employees and the communities they 
serve. So what tax measures are needed to support 
these objectives while also ensuring existing tax 
incentives remain fit for purpose?

Targeted Employee Supports

Employment Wage Subsidy Scheme (‘EWSS’) 
» Extend the Employment Wage Subsidy Scheme 

beyond 31 December 2021 to 30 June 2022,  
with a tapering of reliefs from 1 January 2022 to  
30 June 2022, thus ensuring that there are no 
“sharp u-turns” or shocks to recovering businesses. 
Many sectors will unfortunately already have or will 
miss their peak annual trading period, for example 
sectors dependent on overseas travellers such  
as the aviation/travel sectors and hospitality 
businesses in our major cities etc. The extension  
of this vital support will allow all businesses to 
continue to focus on employment restoration while 
finding their feet and dealing with other creditors 
(many of whom are struggling SMEs and private 
landlords) without the additional pressure of an 
early removal of the support from the State.

Income Tax & USC 
» Waive income tax and USC ‘clawback’ for employees 

in receipt of the Temporary Wage Subsidy Scheme 
(TWSS) and the Pandemic Unemployment Payment 
(PUP) where their net pay had fallen by 25% or more.  

» Income Tax bands and credits should be increased 
proportionally in line with inflation to avoid an 
unnecessary additional income tax burden on 
employees. 

Remote working 
» The current tax regime for employees working from 

home is both inequitable and inadequate.  Under the 
current system, employees who incur their own 
expenses of working from home are offered 
significantly lower tax reliefs than those employees 
that receive contributions from their employers. In 
some cases, the latter can be in the region of €700 
per annum better off than the former. We believe that 
this inequity, coupled with the cumbersome 
calculation methods associated with the current 
system makes it unfit for purpose. We propose a 
simplified alternative of offering an additional tax 
credit of €250 to individuals who work from home for 
(i) at least 2 days per week or (ii) at least 10 days per 
month. 

Small Benefit Exemption 
» Increase the Small Benefit Exemption for employees 

from €500 per annum to €1,500 per annum provided 
that the €1,000 ‘uplift’ is restricted to vouchers in 
respect of accommodation, food and non-alcoholic 
beverages, consistent with the Stay and Spend Tax 
Credit Scheme. 

Targeted Employer Supports

Income Tax / Corporation Tax Losses 
» Accelerate the ability to utilise losses so that those 

businesses that have suffered during the pandemic 
can monetise the loss relief now when they need it 
rather than in the future. Some options in this regard 
are proposed below:

• Permit the carry back of trading losses for a period 
of three years up to a maximum of €2m. This 
temporary measure could apply to losses arising 
in accounting periods ending on or after 31 March 
2020 up to and including accounting periods 
ending on 31 December 2021. 

• Introduce a temporary 2-year measure to permit 
the grouping of trading losses forward against 
other trades or passive income as opposed to 
being ring-fenced within the same trade of the 
company as is currently the case.

The Economic Recovery Plan announced in early June has promised a 
stimulus package of more than €4bn for the Irish economy that is “designed 
to get people back to work, businesses open and prospering again while also 
planning for the long term through increased investment in research and skills, 
digital transformation, climate action and public transport”.
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• Create a temporary tax break for trading losses 
arising in accounting periods ending on or after  
31 March 2020 up to and including accounting 
periods ending on 31 December 2021 whereby 
businesses can “monetise” current year trading 
losses against other tax heads. 

Interest on Late Payment of Tax 
The normal rate of interest on late payment of income 
tax and corporation tax is 8% and 10% for VAT and 
PAYE respectively. These rates are extremely penal 
and significantly inconsistent with market rates.  
We propose a reduction in the interest rates to 3%  
per annum across all tax heads. There is merit in such 
a measure now more than ever as we seek to help 
businesses coming out of the pandemic.

Tax Debt Warehousing Scheme 
» The Tax Debt Warehousing Scheme should be 

extended beyond 31 December 2021 until at least  
31 December 2022 in order to facilitate businesses 
to deal with other creditors (many of whom will be 
interdependent and inter-linked SMEs within their 
local communities). Thus providing a continued 
much needed local pillar type support from the 
Government. 

Business Rates  
» Business Rates need to be tapered for businesses 

impacted or still recovering from Covid impact until 
the end of 2022.

Talent Retention Measures  
The job market has been very competitive for 
employers in some of the more resilient and buoyant 
sectors and SMEs have borne the brunt of the ‘flight of 
talent’ opting to take up positions with larger employers 
for reasons of job security.  

Larger employers have also been able to quickly and 
effectively invest in “remote working”, with flexibility 
around remote working becoming an extremely 
marketable and persuasive point of differentiation 
between prospective employers. 

As a result many SMEs are on the back foot as they 
seek to restore their workforce and fight for talent.  
It is within this context that we consider it extremely 
important that measures are introduced for SMEs to 
firstly, assist them with their remote working offering, 
and secondly empower them with fully functioning 
non-cash reward mechanisms to help attract and 
retain key staff in order to supplement the more 
traditional cash based packages (salary/bonuses/
benefits) that many SMEs cannot easily afford to pay.

» Retraining & Reskilling
• While we welcome the Government’s latest 

training and skills programme contained within the 
Economic Recovery Plan 2021 – more is needed 
to help SME’s reskill, retrain, and most importantly, 
retain key staff. This should not be seen as a Covid 
specific support measure but as an investment in 
Ireland’s future and in the future of those that have 
been most impacted by the economic effect of the 
pandemic – namely our youth.

» Capital Allowances – Remote Working
• The pandemic has accelerated changes in how 

we work, with digitalisation facilitating more 
flexible and remote working for some sectors with 
significant benefits for the quality of working lives 
and work-life balance, reduced commuting and 
positive environmental effects. Remote and 
blended working can also help to retain talented 
people in rural communities, and help support 
local business as they seek to grow. 

• Therefore we would like to see a 130% accelerated 
super capital allowance deduction in year 1 to write 
off expenditure on IT equipment for employees to 
facilitate continued remote and blended working 
from home where possible.

» Key Employee Engagement Programme (“KEEP”)
• On share based remuneration we would like to  

see changes to the Key Employee Engagement 
Programme (“KEEP”) and also to the general rules 
for taxing share based rewards (particularly share 
options).

• In relation to KEEP (noting that at the time of writing 
the commencement order to implement the Finance 
Act 2020 changes has yet to be announced) we 
would like to see enabling measures relating to the 
valuation of the shares (a “safe harbour”, to help 
make a determination of market value at the date 
of grant easier and more certain) and the taxation 
of disposals (buybacks should be taxed under 
CGT). In addition, and as we have previously 
flagged in prior year submissions, there are a 
number of technical anomalies in the legislation 
that need to be addressed. Takeup is still extremely 
disappointing which points to a need for change.  

» Share Options
• For many private businesses thinking of rewarding 

staff with simple ‘share options’ to incentivise and 
retain, different and complex rules can apply 
between the tax treatment for ‘short options’ (only 
exercisable within 7 years from the date of grant) 
and ‘long options’ (capable of being exercised 
beyond 7 years).  
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• While neither give rise to an incidence of taxation 
at the date of grant, if priced at fair market value 
(FMV), an income tax liability can arise on ‘long 
options’ if valued below FMV at the date of grant.  

• Ireland is out of kilter by international standards in 
imposing this arbitrary 7 year rule which, in practice, 
is having a very detrimental effect on SMEs that, 
due to Covid-19 or other reasons, have often 
experienced delays in the execution of business 
plans in preparation for a liquidity event.  

• The technical problem stems from the fact that 
any attempts to extend or renew options that are 
about to expire/lapse can crystallise an immediate 
‘dry tax’ cost on the employer/employee (note it is 
a PAYE charge). 

• The alternative of allowing options to expire/lapse 
causes obvious HR issues and ultimately 
disappoints and demotivates the affected 
employees, who invariably operate at a senior 
level and are key to the success of the business.  

For this reason, we recommend that the distinction 
between short options and long options be extended 
from 7 to 10 years (in line with KEEP) or, preferably, be 
removed altogether.

» Employee Ownership Trusts
• The impact of the COVID-19 pandemic has been 

profound for many businesses in the SME sector 
and some will struggle to survive, particularly once 
State supports are tapered out in the coming 
months. The introduction of measured incentives to 
encourage employees to invest in their employer’s 
business or to encourage greater employee 
ownership has had success in certain jurisdictions, 
and in many cases saving businesses and the 
wider communities they support.

• Employee ownership has many known benefits 
including:

• Employee owned businesses tend to be more 
successful, competitive, profitable and 
sustainable. 

• Because they’re co-owners, staff in employee 
owned businesses tend to be more entrepreneurial 
and committed to the company and its success.

• Employee owned businesses are historically 
better at recruiting and retaining talented, 
committed staff.

• Because they tend to be run in an open way, 
employee owned businesses tend to have a 
strong commitment to corporate social 

responsibility and for the wider business itself 
as a whole. 

• Employee owned companies can be more 
innovative.

• We should be encouraging these benefits within 
our private businesses as we look to ensure they 
are resilient, sustainable, innovative and employee 
centric for the years to come.

• The concept of an Employee Ownership Trust 
(“EOT”) was introduced in the UK in 2014 and  
has been hugely successful in promoting and 
encouraging greater employee ownership.

• An EOT is a special form of employee benefit 
trust which offers current business owners an 
exit route which yields full market value but 
safeguards the core business, culture, and ethos. 

• The structure utilises the power of employee-
ownership to lock-in, engage and motivate the 
workforce to continue to grow the company.  
The incentive for retiring owners to move to  
an employee-ownership model includes an 
exemption from Capital Gains Tax on selling  
a controlling interest to the trust. From an 
employee perspective, companies controlled by 
EOTs are able to pay tax-free cash bonuses to 
their employees of up to £3,600 per employee 
per year. 

• We recommend the introduction of a tax efficient 
scheme to offer employees a viable mechanism  
to take an ownership stake in their employer’s 
business where they would otherwise not have an 
opportunity to do so. Such an approach would 
undoubtedly save businesses and jobs in the 
short term while also creating a platform to foster 
a new generation of entrepreneurs and business 
owners.



Supporting Growth  
and Investment2 
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A common theme emerging from territories that are 
further down the tracks in terms of opening up their 
economies is the lack of supply of labour in specific 
industry sectors such as hospitality. As well as 
continuing support for sectors that have been most 
affected by the pandemic, it is clear that any measures 
introduced will need to be targeted to stimulate growth 
and labour demand in identified sectors as well as the 
wider economy with an emphasis on tackling youth 
unemployment.  

While we acknowledge that Economic Recovery Plan 
2021 seeks to address some of these challenges 
largely through investment in reskilling and retraining 
programmes, we believe that more is still needed.

Employer PRSI relief

» We propose a reduction / rebate of employers’ PRSI 
for an initial 12-month period for qualifying new hire 
employees that have been unemployed for a period of 
6 months or more as a result of Covid-19 restrictions. 
Reducing the burden of employers’ PRSI in year  
one could help businesses partially fund training 
programmes and re-skilling costs associated with 
taking on employees forced to move to different 
sectors as a result of the pandemic.

VAT measures

» The current VAT thresholds are €37,500 for businesses 
that supply services only, €75,000 for businesses 
that supply goods only and €75,000 for businesses 
that supply both goods and services (provided they 
generate more than 90% of their turnover by supplying 
goods). Increasing these thresholds to €50,000 and 
€100,000 respectively would help businesses as they 
restart and scale while increasing headcount.   

» Increase the cash-receipts basis of accounting for 
VAT threshold (currently €2m) by €200,000. 

» The extension of the 9% VAT rate to 1 September 
2022 announced in the Economic Recovery Plan 
2021 is a welcome measure that will give businesses 
in the hospitality sector an opportunity to begin their 

road to recovery. However, this sector has faced 
more uncertainty than most over the course of the 
pandemic and the reality is that further uncertainty 
will remain as we progress into the autumn and 
winter months ahead. Therefore, an extension of this 
rate to 31 December 2023 would provide the stability 
and certainty that businesses in this sector will need 
to allow them to plan into the next 2 years and beyond 
Covid. Ireland’s hospitality sector is world-renowned 
and providing certainty around the 9% rate would 
underpin this confidence thereby stimulating further 
investment and growth.  

Rent Support

» In the event that a landlord was required to waive 
rent, in full or in part, to support a third party SME 
tenant adversely affected by Covid-19, provide for a 
tax deduction for the landlord equivalent to the sum 
waived (in addition to the reduced taxable waived 
rent). This measure would aid landlords and tenants 
to work through the crisis in a cooperative and 
supportive manner.

» Many companies will be ‘stuck’ with commercial 
leases with excess space as a result of the impact 
that the Covid pandemic has had in relation to remote 
working. Where rent is being paid in respect of office 
space that isn’t being occupied (or may no longer be 
required even if social distancing is reduced), continue 
to provide a tax deduction for the rent paid as a 
trading expense and, where a sublease has been 
entered into in respect of the unoccupied space, tax 
this rental income at a reduced rate of tax (e.g. 12.5% 
for companies or 20% for sole trades/partnerships). 

According to new research published by the Economic and Social Research 
Institute (ESRI), young adults have been disproportionately affected by the 
labour market impact of the COVID-19 pandemic, with employment at 14 per 
cent below its pre-pandemic level for those age 15-34 compared to just 6 per 
cent below for those age 35+.  
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Tax Relief for Targeted Expenditure 
& Capital Investment
Remote Working
» The very significant surge in people working from 

home as a direct result of Covid-19 has undoubtedly 
transformed the future of work. While the need for 
large masses of people in big city centre offices is 
likely to diminish, there is a clear message that 
employees still want the social interaction of a working 
environment for part of their working week at least. 
Supports and accelerated capital allowances for the 
development of regional hubs in central locations in 
our towns and suburban areas to create shared 
serviced office spaces will lessen the commute time 
of many people with the additional environmental 
and local economic benefits.

‘Super Deduction’ for Capital Expenditure
» Time limited ‘super deduction’ until 31 December 2023 

for capital expenditure on all plant and machinery 
and capital expenditure on buildings/factories that 
receive a recognised accreditation for overall energy 
performance.  

• The UK has recently announced new capital 
allowances reliefs designed to promote productivity 
enhancing capital investments by companies.

• In this regard we would also recommend a targeted 
relief designed to stimulate new investment whereby 
companies within the charge to corporation tax 
can claim a:

• 130 percent first year allowance on most new 
plant and machinery that ordinarily qualify for 
capital allowances including processing 
equipment, production machinery computer 
systems and commercial vehicles

• 50 percent first year allowance on qualifying 
capital spend on most retrofit and new industrial 
build spend that receives a recognised 
accreditation for energy performance, covering 
background items such as long-life assets 
lasting 25 years or more 

• For example, qualifying capital spend on new 
plant and machinery assets worth €1m would be 
able to get a tax deduction of €1.3m in year one as 
opposed to capital allowance deductions of €125k 
over the next 8 years. 

• This would help support investment and spending 
by businesses alike and ultimately is in effect an 
advance (akin to a loan) of what the company 
would be entitled over the 8 years (in the form of  

capital allowances) plus an up front additional 
30% deduction. 

• This would help many SMEs as they seek to 
modernise and digitise their business.  

Employment Investment
Incentive Scheme (EII)

We believe that the EII scheme contains far too much 
of the “DNA” of the 1984 BES legislation and is 
therefore outdated in a number of important respects.  

It is in urgent need of a makeover but at the same time 
remains generally sound in terms of its overall design 
and intent – being a valuable alternative source of 
funding to SMEs with a view to the creation and/or 
maintenance of employment. 

We were pleased to participate in the stakeholder 
consultation event on the EII scheme which was 
hosted by the Department of Finance (DoF) over a  
two day period in March. The feedback will be 
assessed by officials in the DoF to develop proposals 
for consideration by the Minister for Finance in the 
context of the overall design of Budget 2022 and the 
subsequent Finance Bill. We were encouraged by the 
fact the contributions which appeared to have gained 
most traction reflected a lot of our own thought 
leadership on the EII over the past number of years. 

The following are our pre-Budget recommendations:-

» Only funds established under the Designated 
Investment Fund Act 1985 (DIFA 1985) are allowed to 
be used as the vehicle for collective investing in EII 
qualifying companies. This legislation is a relic of an 
age when Ireland had no funds industry to speak 
about. DIFA 1985 funds are not widely used and 
have therefore “become an Island” for EII funds (of 
which it is understood only three exist in the market) 
as one contributor succinctly put it. Current industry 
practice is that private equity partnerships are  
the default vehicle through which private equity 
investments are made. The EII legislation should  
be modernised to accommodate these investment 
structures, in order to unlock a wall of savings and 
foster an equity portfolio culture in Ireland, under an 
investment framework that is already highly 
regulated and respected internationally.    

  
» Enhance the EII by allowing USC tax relief on 

qualifying EII investments, or alternatively, by allowing 
CGT loss relief if the investment fails. From an investor 
perspective allowing CGT losses seems to have the 
psychological edge but either would be very welcome.
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» Relax legacy BES rules such as the barriers on when 
an EII company is allowed to be under the control of 
another company. In addition, rectify some unintended 
consequences caused by more recent tax measures 
which invariably subject “gains” achieved on the sale 
of a EII shareholding to income tax rather than CGT.  

» Take a balanced approach to what appears to be an 
evolving consensus that EII should only be available 
to high potential start-ups (HPSUs’). We would not 
like to see any changes that could “squeeze out”  
the more artisan type businesses that can get up 
and running and create employment on the strength 
of modest amounts of capital provided by “friends 
and family”.  

» A technical amendment to include a company 
controlled by a Renewable Energy Community within 
the scope of the EII.

» A more progressive move would be the introduction 
of a tax incentive similar to EII but applicable to 

individuals who make loan capital investments into 
SMEs. This should target active trading companies 
where the potential for job creation / maintenance is 
demonstrated. Under the EII tax relief is only available 
on the issue of new share capital.

» Ensure that Ireland’s interpretation of EU State  
aid rules (GBER) is not putting the country at a 
disadvantage to other EU members. This is 
particularly important for Ireland since Brexit gives 
the UK a free rein to overhaul its equivalent 
legislation to something far more attractive.

» A Start-Up Relief for Entrepreneurs (SURE) awareness 
campaign especially targeting the recently 
unemployed who are thinking about setting up their 
own business. The SURE incentive broadly benefits 
founders in circumstances where they leave PAYE 
employment to set up their own company. It provides 
them with very valuable tax relief for the amount 
invested in new shares against income earned in the 
year of the investment or any of the previous 6 years.  



Building a Sustainable Ireland3 
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The efforts needed to secure a more sustainable 
country require contributions from all members of 
society (households, businesses, Government) since 
Ireland cannot “opt out” of these commitments. So like 
the rest of society the private business sector will need 
to bear its share of the load but will need support 
through a suite of well designed “green” tax measures to 
encourage targeted investment and desired behaviours.  

PwC has prepared a very detailed pre-Budget 
submission in relation to the green sector so below  
are the principal recommendations targeted for the 
private business sector:-

» There is a need to re-examine the relief for investment 
in renewable energy generation (s486B TCA 97) 
which ceased in 2014. Similar to the way in which EII 
is structured for individuals (see above), this relief 
would encourage corporate shareholders to invest in 
renewable energy projects.

» Extend the CGT participation exemption to early 
stage renewable energy projects since it is critical 
that these early stage projects are being divested to 
renewable developers, with the necessary expertise 
and capital, to fully deliver the project. 

» Put the entitlement of claiming capital allowances on 
grid connection costs beyond doubt and extend the 
pre-trading expenditure window from 3 to 7 years. 

The capital allowances and pre-trading rules in the 
UK are often noted by incoming investors. A revision 
to this tax measure would have a substantial impact 
on the cost of building a renewable energy project 
and could ultimately reduce the cost to the consumer. 

» Launch a consultation process to consider whether an 
extension of the scope of the R&D tax credit to include 
innovation in the area of sustainability is needed. 

» A well designed “retrofitting scheme” (incorporating 
associated upskilling) aimed at modernising Ireland’s 
housing stock would not only stimulate activity in the 
economy, it would also help provide for much more 
healthy, ergonomic and energy efficient workspaces 
for the new wave of e-worker. 

» Encourage wider adoption of electric vehicles via a 
general scheme of tax incentives for hybrid/electric 
vehicles, lower rates of VRT or motor tax on hybrid 
vehicles and the introduction of incentives for 
companies that invest in “electrifying” their fleet.

In addition to the above, the reduction of commute 
hours and the higher prevalence of energy efficient 
industrial and commercial buildings associated with our 
‘Remote Working’ and ‘Super Deduction for Capital 
Expenditure’ proposals referred to earlier in this 
submission would clearly be positive steps forward 
towards our common goal of carbon neutrality. 

The transition to carbon neutrality – the target is net zero emissions by 2050 
under the Climate Action and Low Carbon Development (Amendment) Bill 2021 
– has major implications for society, the economy and private businesses. 

Pre-budget submission 2022  |   11 



Business Succession, 
Transition & Miscellaneous4 

12  |   Pre-budget submission 2022



Pre-budget submission 2022  |   13 

Succession planning and planning for future exit 
strategies are very much high up on the agenda and 
the survival of many SMEs in these highly uncertain 
times will be dependent on a successful transition of the 
business to the next incumbent, be that “next gens”, 
key management or third party investors.  

Targeted and timely measures to facilitate the orderly 
transition of ownership of businesses within the SME 
sector could ultimately be the difference between their 
success and failure.

The following are our pre-Budget recommendations:-

» Introduce a temporary reduction in the CGT and  
CAT rates to 20% for a period of 2 years. This would 
facilitate the transition of business ownership without 
the prospect of incurring significant and unviable 
capital taxes while also stimulating transaction 
activity in respect of capital assets. There is strong 
data to suggest that such a measure would ultimately 
result in net gains for the Exchequer. 

» Remove anomalies from how CGT Retirement Relief 
is calculated to ensure that it operates on a consistent 
basis with Capital Acquisitions Tax (“CAT”) Business 
Relief. We have highlighted this on previous occasions 
and we would reiterate our proposal to seek to 
address the common inhibitors that arise time and 
time again. A consultation process between relevant 
stakeholders and the Department of Finance would 
seem like a logical starting point here. 

» Remove the arbitrary €3m cap on the value which 
can qualify for Retirement Relief on the transfer of 
shares for those aged 66 years of age and older for  
a period of two years with a further review to take 
place at that time.

» Raise the Band A Capital Acquisitions Tax Threshold 
(including all gifts and inheritances from parents to 
their children) to €500,000. The average house price 
in Dublin is €396,000 which is out of kilter with the 
existing Band A threshold of €335,000. In many 
cases, this makes a transfer of a dwelling to the next 
generation an unviable prospect. 

» Remove cash as a non-qualifying asset in trading 

businesses for CAT Business Relief purposes until 
and unless the cash is invested in non-qualifying 
assets. “Excess cash” (as it is described in Revenue 
guidance) has been key to the survival of many 
businesses affected by the pandemic and this has 
reduced the burden on the State. We do not believe 
that businesses should be penalised for building  
up cash reserves in trading companies. As well as 
providing a ‘safety net’ during turbulent times, having 
cash reserves gives a business the option to invest 
in business assets without the need to borrow (which 
costs the Exchequer in interest deductions).

» Increase the lifetime limit for Entrepreneur Relief to 
€5m. The current limit of €1m is out of kilter with the 
marketplace and, in many cases, does not provide 
sufficient incentive for entrepreneurs to dispose of 
their businesses and reinvest in new businesses.

» Disposal of Businesses – Introduction of a bona fide 
test in the anti-avoidance legislation introduced in 
Finance Act 2017 into Section 135(3A), Taxes 
Consolidation Act 1997 to facilitate genuine 
commercial transactions. 

» Introduce temporary measures to reduce gift tax 
liabilities in order to provide a window of opportunity 
to encourage a transfer of wealth. Consider reducing 
the gift tax liability to 75% of the inheritance tax 
liability as was the case prior to 1994. 

Inter-generational Family Businesses

Even when you factor in the reliefs that are currently 
available, the upfront tax costs associated with passing 
a business to the next generation can make it an 
unattractive prospect and we have seen numerous 
examples where this has resulted in a sale of large well 
established family owned businesses to overseas third 
party investors. In many cases, these businesses are 
large employers with a local and global footprint with the 
potential for significant expansion. In other jurisdictions, 
tax measures have been introduced which allow family 
businesses to pass to the next generation without 
incurring upfront punitive tax costs.  

For example under UK tax rules, there are mechanisms/ 
structures that can be put in place which effectively 

The upheaval of the Covid pandemic has given many business owners time to 
take stock and we have observed a renewed focus on their part on the longer 
term strategy of their business.  
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facilitate an ‘upfront instalment’ of gift/inheritance tax 
with any balance of tax being spread over a longer 
term period of at least 10 years. 

Similar measures need to be introduced if we are to 
ensure the retention of such businesses by the Irish 
founders and any such measures must be a viable 
alternative to selling the business to private equity 
investors or multinational conglomerates. We propose 
a consultation process with relevant stakeholders  
and the Department of Finance to explore possible 
measures. 

Miscellaneous

Tax Appeals Commission 
Appeal Commissioners can give directions to both 
Revenue and the taxpayer during the course of an 
appeal for example to provide a statement of case 
and/or an outline of arguments.  

Those directions will invariably have deadlines,  
which should be adhered to, and if not, the Appeal 
Commissioner can since the passing of the 2019 
Finance Act dismiss the appeal. While this may seem 
like an appropriate consequence if a taxpayer does  
not comply with a direction issued by an Appeal 
Commissioner, it is wholly inappropriate that a 
taxpayer’s appeal could be dismissed if the Revenue 
Commissioners do not comply with such a direction.  

We would submit that in such an instance, the equitable 
outcome should be that the appeal be determined in 
favour of the taxpayer.

Charities Sector 
The Covid pandemic has reinvigorated communities’ 
appreciation of the very active Charities sector in 
Ireland, which cannot be taken for granted. The VAT 

Compensation Scheme for charities was introduced  
in 2018 to reduce the tax burden on charities and to 
partially compensate them for the VAT paid in delivering 
on their charitable purposes. We are calling for the 
extension and enhancement of this regime.   

Subject to a minimum claim of €500 per annum per 
charity, the total fund is capped at €5 million. If the 
total claims made exceed €5 million, each qualifying 
charity will have their claim reduced proportionally.   
There is currently no maximum to the level of claim any 
single charity can make.

Experience over the last two years, since the regime’s 
introduction, has shown that the €5m fund is totally 
inadequate; total claims have exceeded this cap almost 
10-fold on average. As a result, on a pro-rata basis, only 
approximately 11-12% of the qualifying VAT claimed 
was refunded to charities. We are aware anecdotally 
that this has resulted in some charities opting not to 
file claims in the first instance, as the administrative 
burden is seen to outweigh the benefit, particularly 
where smaller claims are involved. Despite this, the 
overwhelming level of claims underpins how needed 
the scheme is by Irish charities.  

With this backdrop, the following enhancements would 
provide more meaningful support to this cash strapped 
but key sector:

» Raise the available fund in totality. Moving to a  
€20m fund would allow for approximately half of the 
qualifying VAT to be refunded to the charities sector, 
based on claim levels since inception. Given the 
economic constraints facing the Minister for Finance 
in light of Covid, in the short term even a doubling  
of the fund to €10m per annum would make a 
material additional contribution to the sector, while 
being a modest amount overall for the Exchequer in 
absolute terms.

» Introducing a maximum claim level of €1m per 
annum, per charity, would also make the scheme 
more equitable overall, given that a small number  
of exceptionally large claims are made each year. 
This will ensure that a higher proportion of any 
available fund can be allocated to smaller charities 
who are more in need of the support from the 
Exchequer. The €1m upper limit still preserves a very 
sizable and worthwhile claim level for larger charities. 
The introduction of this measure would only require 
modest technical amendment and there should be 
no cost to the Exchequer.

The above would bolster the most needy organisations 
in our country and help ensure the important work they 
do can continue.
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