Department of Arts, Sport and Tourism
AN ROINN EALAION, SPOIRT AGUS TURASOIR EACHTA

Mr. Jim Kelly,
Secretary,
Commission on Taxation,

Le Pole House,
Ship Street,
Dublin 8.

20 July 2009.

Dear Mr. Kelly,

I refer to a letter to you from my colleague Mr. Paul Bates, Assistant Secretary,
Department of Arts, Sport and Tourism, setting out the views of the Department in
relation to a number of issues that come within the terms of reference of the
Commission on Taxation.

I would like to address two further issues to you for consideration.

1. Tax Relief on Retirement for Certain Income of Certain Sportspersons.

Section 12 of the Finance Act, 2002 introduced a new Section 480A into the Taxes
Consolidation Act, 1997 to provide relief on retirement for certain income of
sportspersons specified in Schedule 23A of the Taxes Consolidation Act, 1997. The
relief, given by way of repayment of tax, takes the form of a deduction from earnings
and can be claimed for up to 10 years of assessment back to and including the tax year
1990/91 for which the sportsperson was resident in the State.

Persons specified in Schedule 23A of the Taxes Consolidation Act, 1997 can avail of
the relief. These are: Athletes, Boxers, Footballers, Jockeys, Rugby Players,
Swimmers, Badminton Players, Cyclists, Golfers, Motor Racing Drivers, Squash
Players and Tennis Players.

Recent media reports quoting sources close to the Commission on Taxation suggest
that the Commission’s Report will recommend abolition of this relief. This has caused
serious disquiet among professional sportspersons and this submission is a response
and recognition of this concern.

The introduction of this relief has had a significant positive impact on professional
football in Ireland. The benefits, which have accrued, include not only an increase in
sporting standards on the field but an improvement in the credibility and transparency
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of the League of Ireland. It has also increased the financial contribution made by sport
to the Exchequer.

I would like to elaborate on three areas in particular:

¢ Increase in standards on the field

The introduction of the relief has contributed to keeping a significant number of high
quality professional players in Ireland. Previously those players would have been lost
from the Irish game to the lower levels of football in England. This has enabled the
standard of play in the League of Ireland to improve dramatically in a short space of
time. The League of Ireland is now ranked 30" in Europe an increase of 10 place
since 2003. The increased ranking has meant that Irish clubs have gained additional
entries in UEFA competitions and improved their competition seeding. The increased
activity in these competitions helps to generate additional revenues from broadcasting
rights, commercial activities and gate receipts and improves the overall viability of
the game in Ireland. The improved competition for Irish clubs has a direct positive
impact on the standard of local players with a consequent improvement in the game as
a whole.

* Decrease in illegal payments to players

Prior to the introduction of the relief so called “under the table” payments to players
undermined the integrity and the public perception of the League of Ireland. The relief
incentivised players to ensure that payments were accounted for properly and
processed through the PAYE/PRSI tax system. The continuation of the relief is vital

to maintaining this transparency.

* Increase in taxation returns to the Exchequer

The increases in standards and the number of footballers remaining in Ireland and the
removal of irregular payments has resulted in player salary costs rising significantly in
recent years. Total salary costs in the League of Ireland rose to €20m in 2008m, an
increase of 142% since 2004. Players salary costs accounted for 74% of the 2008
figure with commensurate returns to the Exchequer.

Several European countries are studying the Irish tax relief with a view to
implementing a similar system to encourage sportspersons to remain at home for as
long as possible.

The Professional Footballers® Association of Ireland has made the point to the
Department that a League of Ireland player’s career is short. Contracts are now more
incentive and appearance based and coupled with a loss of form or injury a player’s
earning can greatly diminish. A player’s earning potential on average would not
exceed 12 years. Any diminution of the relief will reverse the trend of players
remaining at home.

Turning to rugby I am aware that the Chief Executive of the IRFU has made a
submission to the Commission. I would like to add the Department’s support to the
case made by the IRFU for retention of the tax relief.






