From: Justin McKenna 

Sent: 23 July 2009 11:22
To: Commission on Taxation Info
Subject: Submission to the Commission on Taxation

Dear Sirs, 

Please treat this e-mail as a submission to be taken into consideration when the Commission completes the task assigned to it.

As this is a simple and straightforward submission, I am taking the view that it is unnecessary and unhelpful to follow the guidelines you have published to the letter and I hope you will regard this as acceptable. 

The submission:

It is inequitable to introduce a property tax, particularly on the principal private residence, which does not take account of borrowings secured on the property.

Owners of property subject to a mortgage have an "equity of redemption" as opposed to outright ownership. What that means is that the ownership is conveyed to the mortgagee subject to the right to have this transferred back once the loan which is secured by the mortgage is repaid. As is very clear from publicly available information, very many home and other property owners have availed of credit to purchase properties in Ireland at a price which does not in any way now reflect the current value. Many thousands of people are in a “negative equity” situation, which means that their equity of redemption does not exist, and a sale of the property would result in an insufficiency of cash to discharge the borrowings secured on the property. Even where there would be a notional balance, it is quite simply inappropriate to tax a person based on a notional valuation without taking into account borrowings secured on the property concerned. Tax should be levied on the equity value in the property less borrowings secured on it – that represents the measure of a person’s wealth which ought to be subject to any tax introduced and the true measure of what they actually own in regard to the specific property. Furthermore, it will be quite evident that a person who has borrowings secured on a property will be less able to pay any tax levied on it and it is necessary to take this into account to achieve a balance between levying a tax on wealth and imposing inequitable and unsustainable burdens. To approach this in any other way would produce unfair, inequitable and counterproductive results. I appreciate that there are potential abuses of a system which takes account of borrowings, but those potential abuses must be dealt with in the detail of any proposal recommended. 

Thank you. 

Justin McKenna

