1 May, 2009

Jim Kelly, Secretary
Commission on Taxation
Le Pole House

Ship Street Great

Dublin 8

Submission

Dear Mr Kelly,

In May 2008, ACCA (Association of Chartered Certified Accountants) made two
submissions to the Commission on Taxation, one as part of CCAB-I, and one
separate supplementary submission. Since that time the economic conditions
have changed and in light of the changes, we would like to make a further
supplementary submission to the Commission. In addition to the matters raised
in our previous correspondence, we would like to make the following three

suggestions to address the current economic climate:

e Allow self investment and early encashment of 50% of the funds held ir: a
Small Self Administered Pension Fund;

o Support the building trade with the introduction of carbon loans and a
home improvement grant; and

e Reduce the surplus of residential property by encouraging a Rental
Purchase Scheme and allowing parents purchase property in trust for their

children availing of the child’s “first time buyer” status.

If you or your officials wish to discuss any of these matters further, please feel
free to contact me or my colleague Aidan Clifford at 01 4988907.

T (A, F
Kevin Kernan
Head of ACCA Ireland

Direct Line: 01-4988906, e-mail kevin.kernan@ie.accaglobal.com
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1. Allow self investment and / or early encashment of 50% of the funds
held in a Small Self Administered Pension

Many business people have substantial funds in Small Self Administered Pension
Funds (SSAPs), some of which are invested in property but many simply have
the funds on deposit in a bank within the SSAP. Some of the sponsoring
companies would now benefit from the return of some of the funds, but are
precluded by law from seeking their return. Currently funds may be withdrawn if
the scheme is less than 2 years old and a penalty of all of the tax relief claimed

is recouped by Revenue in these circumstances.

SSAPs are set up by proprietary directors of private limited companies.
Contributions are made to the SSAP by the sponsoring company and attract a tax
deduction of usually 12.5% in the sponsoring company. The directors have full
control over the way that the funds are invested within the SSAP but are
supervised by Revenue-approved independent Pensioner Trustees. SSAPs are
prohibited from self investment in the sponsoring company. While saving for a
pension is desirable, living up to retirement age in penury to have a very
comfortable retirement does not make sense. Our members have suggested that
Pensioner Trustees be allowed two options for the return of funds to the
company: allow the SSAP invest 50% of the fund in newly issued shares of the
sponsoring company or allow repayment of up to 50% of an SSAP to the
sponsoring company. Repayment of the amount would be treated as taxable
income in the sponsoring company. While the refund would only yield 12.5%
tax claw-back for the exchequer, should the directors use the funds to pay wages,
income tax and PRSI would be then paid by the company. Allowing self
investment in the sponsoring company would not have any direct effect on the
exchequer finances, but the recapitalisation of businesses would be beneficial to

the businesses in question.
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2. Support the building trade with the introduction of carbon loans and a
home improvement grant

Our members have suggested two initiatives to assist the building trade to
increase numbers in employment again: a carbon loan scheme and a home
improvement grant.  The carbon loan scheme would operate by allowing home
owners to borrow to pay for the cost of carbon saving equipment in their home
(solar panels, retrofitted insulation, double glazing etc.). The homeowner would
repay the loan over the expected payback period of the equipment and get
double tax relief at the marginal rate on interest on a carbon loan. We would see
the credit union movement in particular embracing this type of lending because
the amounts will tend to be small with 3 to 7 year pay back periods. Double tax
relief on interest and repaying the loan over the particular product’s payback
period will make the installation virtually cost free to the home owner while
releasing up front VAT to the Exchequer and therefore being, in the short term
revenue positive, and in the long term carbon positive and assist in meeting
Ireland carbon emission targets. This would be in addition to the existing grant

system from Sustainable Energy Ireland.

Our members also suggested a home improvement grant be introduced. It is
believed that a similar scheme was in operation in the 1970’s and it was
deemed to be successful. A grant of the lower of 10% or €5,000 to extend or
improve your home would be net revenue positive for the Exchequer. Take a
typical example of adding a conservatory to an existing house. A €50,000
conservatory would have a tax yield of ca. €10,000 (comprising VAT of €6,750
and labour income tax of €3,000, in addition to product manufacturer income
tax). Our members’ suggestion therefore amounts to a 50% sharing of this with
the home owner. We suggest that the work would need to be “certified” by the
local authority and operated through the tax system so that it could not go

through the black economy.
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