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Mr. Jim Kelly,

Secretary, Commission on Taxation.
 

Dear Mr. Kelly,
 

It is desired to make the following proposals or submissions in the hope that they may prove useful. The paragraph numbering seeks to follow what is required in the Guidelines for Submissions.
 

Proposal for a Change
 8 c  
 

      (1) So as to discourage individual employee remuneration in excess of €600k p.a. impose an "excess remuneration surcharge" on corporate employers equal to 20% of the total of such excesses     
 

      (2) Treat similarly the remuneration of employees in trades or businesses which are carried by employers who are not bodies corporate. So as to discourage individual profits in excess of €600k. and budgeting therefor, impose an "excess profit surcharge"
on non-corporate traders, mainly individuals, equal to 20% of assessable (Case 1or Case 2) profits in excess of €600k.
 

{The foregoing would tend to discourage salaries and bonuses at levels which may be considered inordinately high and would reflect somewhat the cap on tax supported retirement benefits as imposed by TCA 97 Ch. 2C.

It could be fairly stated that the existing rates of income tax and corporation tax are not affected and that this proposal is no more than a disincentive to excessive personal remuneration.
It would be a matter between employers and employees to determine the effect of this wouild be on rates of pay. Some employment contracts continuing through 2008 and entered into before a current date would probably have to be excepted.
There may be exceptional caes where it would not be in the national interest to discourage annual salaries greater than €600k.
Perhaps an "IDA -style" cash grant could  be made to such employers equal to the surcharge, expressed to be for the purpose of defraying the surcharge.
Whether in respect of bodies corporate or otherwise, the normal computation of adjusted taxable profit and the normal Case 1 or Case 2  tax  assessment would not be affected. An extra charge in Case 4 style self-assessment would made on employers (and individual traders) in respect of "excess remuneration (or income) surcharge" at the end of each year.
The effect on income tax and corporaton tax yield may well be neutral.The proposal may be supportive of item 6 a of the Terms of Reference}
 

      (3) PRSI at 3% to be imposed on the amount of salary in excess of €100,100 - this figure is in 2008 terms. The extra PRSI yield has not been estimaed but it would seem to be material.
 

It would seem good to have the foregoing mentioned in the 2008 Budget Statement, if considered worthwhile
 

6 b    Encouraging long term savings to meet the needs of retirement.
 

It may be helpful towards having some aspects identified and having some problems resolved, to enclose herewith a copy of page 2 (two paragraphs thereof) and pages 4 and 5 of a presentation of mine on 30 April 2008 to the Secretary, Green Paper Consultation, Pensions Policy Unit, Department of Social and Family Affairs. I have sought the Secretary's permission to supply this and I assume it will be forthcoming. I have nothing to add to what is suggested in these enclosures . 
 

6 a   Supporting economic activity
 

      (1) The present system, VAT Act 1972 Sec. 11(1B), of making of determinations by Revenue in regard to VAT and business transactions and of dealing with disputes thereon is slow and burdensome.  VAT, in general, is a tax on cash trading transactions in respect of which it is desirable to have a rapid and inexpensive route to agreement of the tax on transactions. The making of a determination by Revenue can take many weeks and the settlement of an appeal in the event of a dispute can take many months, during which time the trader may have to cope with a VAT rate which may prove to be incorrect. Some advisors seem to have little interest in an improvement perhaps because the present system is seen as a source of business; and some traders do not seem to care a lot because they can say to customers, it is Revenue that is responsible. If the Commission has any interest in a detailed note on this area and on suggestions for a legislative amendment I would be glad to assist. However, material is not volunteered in advance in case it is not required and because it would take some time.
 

     (2) It is suggested that the Commission recommend to Finance and Revenue that the rate of VAT on plain water supplied by traders is zero%, whether supplied in bottles or otherwise. The existing legislation so provides but Revenue incorrectly interpret the rate as 21% if in a bottle even if in a 20 gallon bottle!  Revenue misled itself in this regard in the context of the repeal some 12 years ago of the (specific) mineral water duty and its replacement by the (ad valorem) VAT. Traders don't care because people who need bottled plain water must have it whatever the VAT. The families who need it must have it because the alternative of poor unhealthy water is not acceptable. The present dubious position appears to be that, following an incorrect determination by Revenue and incorrect decisions by an Appeal Commissioner and a Circuit Court Judge, it would seem to take a hearing by the High Court to arrive at zero% VAT. Traders do not wish to risk the legal costs (probably some €100k) of aiming for zero% when they sell as much while charging 21%.  Aiming for zero VAT would, one supposes, be supporting economic activity for the benefit of retail customers many of whom are poor families, particularly in present bleak economic times and in times of regional poor quality water and related infections. There would be some VAT cost in this but not a lot; perhaps no more than the elimination with effect from a current date of an unjust enrichment of Revenue. If the Commission has an interest in this topic, I would be glad to assist in more detail on request. A legislative amendment would not be required; just some care and management action, on the basis that the existing legislation is correct.

This is the end of this presentation and I trust it will be of some help. 
 

Yours sincerely,
 

 22 September 2008
