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A Chara,

Leis seo tá aighneacht ó Údarás na Gaeltachta ag moladh dreasachtaí speisialta cánach do na hoileáin eischósta mar fhreagra ar chuireadh an Choimisiúin Chánachais dar dáta 13 Márta 2008.  Chuirfimís fáilte roimh dheis cur i láthair ó bhéal a dhéanamh mar thacaíocht dár gcuid moltaí.

-------------------------------------------------------------------------------------------------------
Arising from your notice of 13 March inviting submissions to the Commission on Taxation we enclose a submission recommending a special taxation incentives scheme for offshore Islands.  We would welcome an opportunity to make an oral submission in support of our proposals.

Is mise, le meas,
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__________________________________

Pádraig Ó hAoláin

Príomhfheidhmeannach

Aighneacht ó Údarás na Gaeltachta

(A submission on behalf of Údarás na Gaeltachta)

(Proposals for Taxation Incentives for Offshore Islands)
context of the proposals

While the infrastructure of our offshore islands has been substantially upgraded in recent years – and substantial state investment is currently being made in this sector – and while access per air and ferry services has been greatly improved, the overall population of the offshore islands continues to decline.  The experience of the main state agencies responsible for the economic, social and cultural development of the islands – Údarás na Gaeltachta for the Gaeltacht islands and the Department of Rural Community and Gaeltacht Affairs for all islands - is that while substantial improvements have been effected in these three spheres of island life, thereby making island life a more attractive option for islanders, the most challenging task is to create new employment and income – enhancement opportunities for island residents and especially for young islanders and islanders wishing to return to reside on the islands. We feel that employment and income-enhancement opportunities hold the key to the future viability of the island communities.

The fishing industry, which was traditionally a major employer and source of income, has been in decline for quite a number of years, and while tourism is a major source of employment and income for many people on the larger islands, a radical approach is required if the island communities are to be sustained into the future and provided with a platform for organic growth.  Community development structures, funded to a large extent by the State, are already making a significant contribution in this regard as far as the development of the social economy and community-based projects and schemes are concerned but a more radical approach to generate business and general economic development is required.

achieve a major state objective at modest cost

The objective of this submission is to make the case for special taxation incentives for the offshore islands aimed at promoting their development, maintaining their populations, and generating sustainable employment through making them a more attractive live-work option for islanders.   As stated above, while islands are now much better catered for from the point of view of infrastructure and services the employment situation is, generally speaking, seriously deficient.  Tourism makes a significant contribution to the local economy and to employment in some islands but this is very seasonal and its main impact is to a large extent limited the larger islands.   With the exception of schemes administered under the de Minimus rule Regional Aid Guidelines in practice provide very little flexibility from the point of view of promoting commercial enterprises on the islands as the broad spectrum of state aid available for supporting commercial enterprises is limited to the same maximum levels as the mainland region to which they are attached.

A particular point to note is that the largest Irish offshore island has a population under 900 people and the total offshore islands’ population is under 3,000 persons.  There is, therefore, a relatively modest overall potential cost to the exchequer of the range of tax incentives which we propose for islands which could have the effect of giving a major boost to achieving a major objective of successive governments since the foundation of the state i.e. promoting the sustainable development of our offshore islands.

THE VIEW OF THE EUROPEAN PARLIAMENT

The islands suffer from natural and economic constraints which are not adequately addressed in current regional policy.  In March 2007 the European Parliament adopted a resolution on the own-initiative report drafted by Francesco Musotto (EPP-ED, IT) on the islands which drew attention to the plight of islands suffering from an accumulation of disadvantages and stressed the need to help them to overcome those difficulties and to reduce regional disparities.

Parliament believed that insularity was both a geocultural characteristic that was open to potential exploitation by a development strategy and a permanent handicap which rendered the situation more difficult as regards the competitiveness of these regions.  While some concrete provisions in favour of structurally disadvantaged regions had been incorporated in the regulations on the Structural Funds 2007 – 2013, the Parliament felt that the Council failed to take on board other important proposals from the Parliament such as the possibility of increasing the co-financing rate for areas affected by more than one geographical or natural handicap.  It is worth noting that the Irish Government had made specific proposals which based on a submission prepared by Údarás na Gaeltachta and supported by the Department of Community, Rural and Gaeltacht Affairs and the Department of  Enterprise, Trade and Employment on behalf of the offshore islands during the negotiations leading up to the current 2007 – 2013 Regional Aid Guidelines regime. The proposals for increased co-financing for island-based commercial enterprises were not accepted.

In order to deal more satisfactorily with the permanent disadvantage of such territories the Parliament felt that there should be increased flexibility in the implementation of existing and future state aid policies without such flexibility causing unacceptable market distortions within the EU.  There are no indications that any initiative is being considered to effect such increased flexibility in the implementation of existing state aid policies.

We feel that the taxation incentives proposed in this submission go a long way towards  achieving the Government’s aim of securing the future viability of the offshore islands and addressing the wishes of the European Parliament in terms of extra incentives for islands suffering permanent locational disadvantage and, in view the overall small population base of the Irish offshore islands (under 3,000 people), would cause little if any market distortions within the state or the EU.

APPENDIX A

SPECIFIC PROPOSALS FOR TAXATION INCENTIVES FOR OFFSHORE ISLANDS 

These proposals are based on the desire to promote economic activity on the off- shore Islands of Ireland and thereby attract individuals to reside there.

1. It is proposed to introduce, by way of a Pilot Scheme, the provision of an exemption from income tax for individuals who reside on the Islands i.e. whose principal private residence is located on the Islands and who either

(a) Earns income from employment on the Islands or the mainland







or

(b) Who carries on a business mainly on the Islands.


The suggested tax exempt threshold would be in respect of a maximum annual 
income of €100,000 and the exemption would apply for a period of ten tax 
years.  The exemption would apply to both new and existing businesses on the 
Islands.

2. It is proposed that a 100% capital allowances/free depreciation write-off for any equipment or buildings provided for use in a business be available against non-exempt income.

3. A BES type tax relief to apply to investors who invest capital in any business located on the Islands.

4. A VAT refund scheme be implemented whereby community based activities, which require capital expenditure on buildings and fit-out, be refunded any VAT incurred on such establishment costs.

