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CORPORATION TAX 

 Reaffirm the status of the 12.5% corporation tax rate for 
all companies trading in Ireland. 

ENTREPRENEURSHIP 
The Self-Employed and Proprietary Directors  

 Allow Proprietary Directors and Self-employed to avail 
of an Entrepreneur’s Risk Allowance similar in value to 
the normal PAYE Allowance. 

 Self-employed income in excess of €100,000 should be 
liable for USC at a rate of 8%.  

 Allow an opt-in to PRSI for Self-employed and 
Proprietary Directors for illness and disability benefits.  

Share Based Remuneration 

 Defer payment of USC and Employees PRSI.  

 Introduce a scheme with a framework similar to the UK. 
Capital Gains Tax  

 Reduce CGT rate to 20%. 
CGT and CGT Entrepreneurs Relief  

 Include investment companies with investors with funds 
held in corporate investment structures.  

 Relax the full time executive requirement to attract 
serial entrepreneurs with multiple investments 

Start-up Relief for Entrepreneurs (SURE) 

 Remove the condition that the individual has to have 
employment income in the prior year’s qualifying for 
relief.  

 Allow the investment to be paid in three tranches and 
amend the tax legislation to allow investment timing 
and stages to be the same as the grant aid 

 Allow a one year time limit during which the investor 
can become a director/employee of the company .   

 no prior SCS shares were held. 

 Remove the maximum and open it up to be based on 
maximum job creation.  

 Increase maximum relief to €150,000.  

 Open it up to all sectors and industries.  

 Allow some of refund be used tocover part of the 
investment.  

Employment and Investment Scheme 

 Maintenance of current employment should lead to 
qualification for the relief.  

 The cap should be doubled to €20m.  

 Increase the tax relief on Year 1 to 41%.  

 Increase the holding period to 7 years.  
R & D 

 Increase timeframe for claims from 2 to 5 years 

 Introduce two tier system to allow for smaller claims. 

 Allow for pre-project consultation with Revenue. 
REMUNERATION  
Marginal Tax Rate 

 Increase the entry point from €33,800 to €36,000 for a 
single person.  

 Reduce the marginal rate of income tax to 39%. 
Foreign Earnings Deduction 

 Reduce the minimum period for qualifying days to 10. 

 The foreign country list should be expanded to include 
countries where business is being sought and being built 
up – including EU countries. 

PRSI – Lower rate for Employers 

 The 4.25% rate should be reintroduced. 
Small Benefit Exemption 

 Extend the small benefit exemption to €750 per year. 
Benefit in kind – Motor vehicle.  

 Reduce the BIK on vehicles from 30% to 15%. 
Pensions 

 The proposal for auto enrolment pensions should be 
progressed. Employee and Government should make a 
defined percentage contribution. 

ACCESS TO CREDIT  
       Peer to Peer Lending 

 The UKs Financial Conduct Authority will regulate P2P 
lending in the UK from April 2014. These regulations 
could act as a template. ISME requests that a set of 
regulations for Irish P2P lending be created and 
implemented as soon as possible.  

 ISME recommends that the Government follow the UK 
successful example of promoting the P2P lending 
industry through a cash investment.         VAT  

         VAT- Cash Receipts Basis 

 This threshold be increased to €2.5m in Budget 2016.  
         VAT Rates  

 The highest 23% rate of VAT should be decreased to 
21% to boost domestic demand.  

         VAT Rates on School Uniforms 

 We are asking that in Budget 2016 all School Uniforms, 
of whatever size, be zero rated for VAT purposes. 

        REBOOTING THE DOMESTIC ECONOMY 
        Extension of HRI Scheme  

 The tax credit should be increased to 20% to make it 
more attractive.  

 Increase the maximum to €50,000 to increase activity in 
the construction sector and extend the HRI scheme to 
Landscaping and gardening activities.  

 The minimum spend should be halved to €2,203 plus 
VAT.  

          National Training Fund 

 A commitment be made to ensure up to 50% of funding 
from the NTF is committed to up-skilling those already in 
employment. 

         Infrastructure  

 Capital Infrastructure investment for 2016 should be set 
at a rate of 4% of GDP.   

         Innovation Voucher Scheme 

 The existing €5000 innovation vouchers (Max €12,500) 
should be extended to €25,000.  

         Online Selling 

 Trading Online Vouchers of €5000 for all qualifying SMEs  
to be introduced without spending match requirement.  

        Housing Issues 

 Reduce the VAT rate to 0% for a temporary period of 3 
years coupled with a first time buyer grant of €10,000, 
to stimulate the residential market 

        Inheritance Threshold Levels 

 Inheritance threshold levels are currently too low and 
should be increased to reflect current house prices. The 
tax treatment of family businesses being passed on to 
the next generation should also be reviewed and 
reformed to better suit modern businesses.  

        UPWARD ONLY RENT REVIEWS  

 Support Senator Fergal Quinn’s Upward Only Rents Bill 
and get it passed by the Oireachtas.  

        INTEREST ON LATE PAYMENT OF TAX 

 Reduce the interest rate on late payment of tax and 
apply across the board in ALL cases where tax is paid 
late, allow the interest payment to be tax deductible.  

        PUBLIC SECTOR REFORM 

 For the future of the economy the Government has no 
option but to insist on reductions in public sector pay 
and pensions, together with a measurable, transparent 
and verifiable efficiency drive. 



INTRODUCTION 
ISME, the Irish Small & Medium Enterprises Association, is the INDEPENDENT body representing owner managers 

of small & medium businesses in Ireland. The Irish Small and Medium Enterprises Association (ISME) was formed in 

1993 to guarantee that Small and Medium Enterprises in Ireland have an independent voice.  The Association 

represents in excess of 9,500 SME businesses throughout the 26 counties. Our independence stems from the fact 

that as a business organisation we uniquely rely on the resources of our members. We are not reliant on big 

business which compromises other representative organisations. We are the only independent representative body 

for SMEs in Ireland. 

Our concerns and observations are primarily focussed on SMEs and in particular, Owner managers, the risk takers 

of the Economy. Proper recognition of the entrepreneurs' contribution to the economy of Ireland is long overdue. 

In addition to providing a range of goods and services to all sectors of the economy, they are a vehicle for economic 

growth, job creation, competitiveness and innovation. 

The recommendations made in this submission represent the key priorities of ISME members for Budget 2016. They 

are not a complete overview of the suggestions which ISME has for aiding the SME sector.  

 

CORPORATION TAX  
There has been much discussion and ill-informed international criticism of Ireland’s 12.5% Corporation Tax rate in 

recent months. Low corporate tax rates to encourage growth in small open economies like Ireland has been 

continuously supported by research institutions and the OECD. As a central plank in our industrial policy to attract 

and retain investment, the 12.5% rate must be protected.  

Certainty is essential for existing and prospective investors; ISME recommends that the Minister reiterates the 

Government’s commitment to the retention of the corporate tax rate as an integral part of the strategy to 

encourage growth, investment and jobs. 

Solution: Reaffirm the status of the 12.5% corporation tax rate for companies trading in Ireland. 

 

ENTREPRENEURSHIP 

The Self-Employed and Proprietary Directors  
The incentive to start, finance, expand and run a business is affected by the tax regime. The tax environment for 

SME entrepreneurs has deteriorated since the beginning of the recession and, if not addressed, will slow down any 

recovery.  

This blatant discrimination of the self-employed has been the subject of a ‘Dear Taoiseach’ letters campaign 

conducted by ISME. The campaign proved to be very successful with a large number of SMEs sending the template 

letter to the Taoiseach’s office and also sharing the content on social media. The level of support for the campaign 

highlights the frustration felt by the self-employed in relation to this issue.  

ISSUE: The tax code has for many years discriminated against Proprietary Directors, preventing them from availing 

of the normal PAYE tax allowance.  This indicates reluctance on the part of the authorities to recognize the 

significant contribution of entrepreneurs and acts as a disincentive for individuals to set up their own businesses. 

ISSUE: There is a USC disparity of 3% between the employed and self-employed for income in excess of €100,000. 

There is no justification for this disparity. It is blatant discrimination against the self-employed.  

PROPOSED SOLUTION: Self-employed income in excess of €100,000 should be liable for USC at a rate of 8%. Self-

employed persons should not pay higher tax rates than their PAYE counterparts.  
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PROPOSED SOLUTION: Allow Proprietary Directors and Self-employed to avail of an allowance called Entrepreneur’s 

Risk Allowance similar in value to the normal PAYE Allowance. 

ISSUE: Another anomaly of the system, that needs to be urgently addressed, is not allowing the self- employed 

equal social welfare entitlements in the event of the closure of their business and them becoming unemployed. 

The failure to provide supports to entrepreneurs, who have lost their livelihoods, sends out the wrong message in 

promoting an enterprise culture and disregards the significant contribution that these individuals have made to the 

economy. 

PROPOSED SOLUTION: Allow an opt-in to PRSI for Self-employed and Proprietary Directors for illness and disability 

benefits. This can be extended to full benefits over time. 

Share Based Remuneration  
Until 1 January 2011, where shares in the employer company were awarded to employees, the award was not 

subject to either employer or employee PRSI. This PRSI exemption was an important attraction that share based 

remuneration offered over other forms of employee benefits. Changes were announced in 2011 which mean that 

share-based remuneration is now subject to employee PRSI only, at the rate of 4%.  

ISSUE: Share-based remuneration is included as income when determining the appropriate subclass for employees 

and when charging employee PRSI. Share-based remuneration is not subject to employer PRSI. It is not to be 

included as income when determining the appropriate subclass for employers and when charging employer PRSI. 

In some cases this may result in a different PRSI subclass for the employer and for the employee. 

PROPOSED SOLUTION: Defer payment of USC and Employees PRSI. The payment of such taxes under the current 

scheme can give rise to up to 11% payable when options are exercised or when shares are allocated depending on 

the nature of the approved scheme. 

Encourage employee share-based remuneration in private companies 
The UK Government appointed Graeme Nuttall as their Independent Advisor on employee ownership, and “the 

Nuttall Review”, published in July 2012, was commissioned “to identify the barriers to employee ownership and 

help find the solutions to knock them down”.   

General benefits of Employee Share Ownership 

To quote former Deputy Prime Minister, Nick Clegg, “Businesses that are owned by their employees produce more, 

grow faster, keep their workforce happier, and pay staff more fairly.  Graeme’s report makes clear that sharing 

ownership means sharing success.”  

Employee Share Ownership: 

 significantly improves employee commitment which in turn drives stability while significantly increasing 

productivity, and 

 considerably reduces absenteeism. 

 

Competitive disadvantage for Entrepreneurs versus PLC’s when hiring key staff 

The current share based schemes in Ireland are suited to PLC’s but not private companies.  This places 

entrepreneurs and High-Potential-Start-Ups at a competitive disadvantage versus listed companies when 

competing for staff.   

Due to the inability to offer effective share-based remuneration, entrepreneurs have greater difficulty than listed 

companies when seeking to attract suitability skilled staff from within the global talent pool.  The recently published 

Digital Technology Index indicated that it was easier for indigenous technology firms to raise capital than recruit 

key staff.    
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Importance for Entrepreneur of maintaining adequate level of equity 

In order to motivate the original entrepreneur to continue applying their unique skills and expertise to the growing 

business, it is necessary that such an entrepreneur maintain an adequate level of equity.  When accessing various 

rounds of Venture Capital and other funding, the shareholding of the entrepreneur can often become diluted.  In 

many cases Venture Capital investors recognise this, and seek to reflate the shares of the original entrepreneur 

with share options or other share awards.  However, reflation is currently unattractive because of the immediate 

tax liabilities triggered. 

Current Tax Treatment of share based remuneration in Ireland 

When employees receive shares or exercise share options, immediate personal tax liabilities, typically at 52% of the 

market value of the shares are triggered.  This tax must be paid by the employee via the PAYE system and is 

deducted from their net pay.  In the case of listed companies, some of the shares received can be sold to discharge 

the tax liabilities; however, the key issue for private companies is that there is no readily available market for the 

shares.  In practice the immediate tax liabilities triggered result in little or no use of employee share-based 

remuneration by private companies. 

Importance of reducing costs and administrative burdens and ensuring flexibility 

In addition to addressing the timing of triggering tax liabilities, it is important that any scheme targeted at 

entrepreneurs would be straightforward and that the administrative burdens would be low.  The existing share 

based schemes in Ireland are suited to schemes involving a minimum of 50-60 employees, and high costs and 

significant administrative burdens are imposed by the need for Revenue approval and an external administrator.  

The existing schemes must be provided to all employees and therefore lack the flexibility required to target the 

incentive towards key employees. 

UK Enterprise Management Initiative 

The UK Enterprise Management Initiative provides for both a tax reduction and deferral of the timing of tax 

liabilities for companies with less than Stg30 million in assets and less than 250 employees.  The lifetime employer 

limit in terms of value of shares is Stg3 million, while a lifetime limit of Stg250k per employee applies.  Companies 

have the flexibility to target the incentive at key employees.  Property development, hotels and professional service 

companies are excluded. 

PROPOSED SOLUTION: 

Deferral of tax liability trigger 

In order to make employee share-based remuneration more attractive to entrepreneurs, introduce a scheme with 

a framework similar to the UK scheme, as outlined above, that would provide for a deferral of the triggering of tax 

liabilities until there is a suitable market for the shares or until there is a sale of the business.   

Specifically, companies with: 

 less than the equivalent of Stg30 million in assets, and 

 less than 250 employees,  

This could provide share based remuneration to employees: 

 up to a ‘lifetime’ company limit of the equivalent of Stg3 million, 

 a ‘lifetime’ limit of the equivalent of Stg250k per employee, without triggering immediate tax liabilities. 

The owner-manager entrepreneur, as an employee, would also be entitled to receive share-based remuneration 

up to the employee limit without triggering tax liabilities.  This would facilitate the practice of Venture Capital 

investors reflating the shareholding of the original entrepreneur. 
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Reduce costs and administrative burdens, and ensure flexibility 

In order to reduce costs and administrative burdens, and to ensure flexibility, key design considerations include: 

 Revenue notification as opposed to Revenue Approval, 

 No requirement for external administrator, and 

 Flexibility for company in terms of selecting employees to offer the scheme to. 

 

Promote the proposed new scheme via an awareness campaign 

The new scheme would need to be promoted with an awareness campaign.  In the March 2013 Budget the UK 

Government announced that it will provide €50M annually from 2014-15 to support employee ownership models 

and incentivise growth in the sector.   

Cost Considerations 

 Employee share based remuneration within private companies is almost non-existent; therefore there are 

no timing costs of any significance from the perspective of allowing a deferral of the tax payment. 

 Any costs associated with the proposal are timing costs, no reduction in tax rates is proposed. 

 

State-Aid Considerations 

The UK Scheme, the Enterprise Management Initiative, received EU approval under State-Aid rules.  It is envisaged 

that this scheme would be subject to State-Aids approval. 

 

Capital Gains Tax 
The rate increase in Budget 2009 was the first rate change since Budget 1998 when the rate was decreased from 

40% to 20%. The rate of CGT has been increased by 65% in less than 5 years.  

Despite the increase in rates, there has been no commensurate increases in yield. For example, the increase from 

30% to 33% introduced in Budget 2013 was expected to yield an additional €50m in 2013. While we agree that the 

yield is not solely determined by the rate of CGT, in this instance the revenue actually fell by €48m from 2012 to 

2013. 

 When the rate was reduced to 20% important reliefs were withdrawn.  A key relief for business was roll over relief 

– CGT could be deferred when the proceeds of a sale of a business asset were reinvested in replacement business 

assets.  Business badly needs reinvestment that has long been deferred with the recession, roll over relief should 

be reintroduced. The lessons of the last recession on the 1980’s need to be re-learned, that investment needs to 

be properly incentivised for investment to happen, and for there to be increased liquidity in capital transactions, 

and this requires lower rates of CGT. 

CGT must be restructured to support enterprise and investment by the re-introduction of inflation indexation relief 

and the re-introduction of “roll-over relief” for re-investment.  

Both were considered by the Commission on Taxation, which supported their reintroduction and recommended 

the re-introduction of indexation relief.  

This would limit CGT to ‘real’ gains in asset values by excluding the impact of inflation as measured by the Consumer 

Price Index (CPI).  
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ISSUE: CGT is currently too high.  

PROPOSED SOLUTION: Reduce CGT rate to 20%. 

Capital Gains Tax & CGT Entrepreneurs Relief 

This relief was introduced by Section 45 of Finance (No 2) Act 2013, which inserted a new Section 579A into the 

Taxes Consolidation Act 1997 to give effect to the capital gains tax relief announced in the Budget.  

The Relief applies to Entrepreneurs who: 

 have made disposals of assets since 1 January 2010 on which they have paid capital gains tax; 

 invest at least €10,000, in the period from 1 January 2014 to 31 December 2018, in acquiring chargeable 

business assets that will be used in a new business and who subsequently (after a minimum period of 3 

years) dispose of those chargeable business assets at a gain giving rise to a capital gains tax liability. 

The relief will be given on the tax due on any chargeable gain arising on the subsequent disposal of the chargeable 

assets after a minimum period of 3 years and will amount to the lower of: 

 the full amount of capital gains tax paid on the initial disposal made since 1 January 2010 or  

 50% of the CGT payable on the disposal of the new chargeable business assets.  

 

ISSUE: The current proposal excludes investment companies whereby investors with funds held in corporate 

investment structures are excluded. 

PROPOSED SOLUTION: This rule should be removed to make the relief criteria less restrictive.  

PROPOSED SOLUTION: Relax the full time executive requirement to attract serial entrepreneurs with multiple 

investments 

PROPOSED SOLUTION: 50% relief under the current CGT rates would mean that the relief would be less attractive 

to that provided in the UK with 10% CGT on any qualifying profits with a lifetime claim of up to £10 million of relief 

in total. 

Start-Up Relief for Entrepreneurs (SURE) 

The SURE provides tax relief for specified individuals who invest in companies that are carrying on trading activities 

coming within the EII scheme (Employment and Investment Incentive). There is currently a low level of usage of the 

scheme which indicates that changes need to be made to promote its uptake. The scheme is intended to incentivise 

Entrepreneurs to leave employment and start their own business and this objective must be supported and 

prioritised.  

Provisional figures for 2013 show that 65 companies participated at an exchequer cost of €1.3m.  

ISSUE: The condition that states that the investor must have been in employment (apart from one year prior to 

investing in the business is too restrictive and excludes: 

 Employees who for example are made redundant or leave employment and have not set up the new 

business in the tight timeframe i.e. are not employed for more than the one prior tax year 

 Self-employed individuals with no employment in the prior years  

PROPOSED SOLUTION: Remove the condition that the individual has to have employment income in the prior year’s 

qualifying for relief. This would include previously employed and self-employed individuals on equal basis and the 

likelihood of successful business ventures would increase.  
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ISSUE: The investment must be made in two tranches even though the grant aid comes in 3 stages. This causes 

practical difficulties and the 3rd stage of grant aid can be paid outside the time limit for investment which has the 

effect of prohibiting further SCS investment.  

PROPOSED SOLUTION:  Allow the investment to be paid in three tranches and amend the tax legislation to allow 

investment timing and stages to be the same as the grant aid 

ISSUE: The individual must become a full time director/employee of the new company in the tax year in which the 

investment is made or within 6 months from the date of the investment. This is too short a period of time.  

PROPOSED SOLUTION: Allow a one year time limit during which the investor can become a director/employee of 

the company invested in.   

ISSUE: The exclusion for individuals who have previously owned 15% or more of the share capital of another trading 

company in the year prior to investment is unfairly restrictive.  

PROPOSED SOLUTION: The restriction could be only that no prior SCS shares were held. 

ISSUE: The maximum per year is €100k. But this is a tax credit, not a total refund i.e. you will get a max of 41% of 

this. So the people paying higher taxes are punished for doing so. 

PROPOSED SOLUTION: Remove this maximum and open it up to be based on maximum job creation.  

ISSUE: The maximum relief per annum of €100,000 is too restrictive and minimises potential investments.  

PROPOSED SOLUTION: This should be increased to €150,000. This would make the maximum relief equal to that 

available in the Employment Investment Incentive Scheme.  

ISSUE: Criteria for being a qualifying company is overly restrictive.  

PROPOSED SOLUTION: Open it up to all sectors and industries.  

ISSUE: Often, recently unemployed persons do not have sufficient funds to invest in a company.  

PROPOSED SOLUTION: Allow some of the refund to be used to cover part of the investment.  

Employment Investment Scheme 
The Employment Investment Incentive Scheme (EIIS) is a tax relief incentive scheme that provides relief for 

investment in certain corporate trades. The scheme replaced the Business Expansion Scheme (BES) and was 

announced in Budget 2011.  

The scheme allows an individual investor to obtain income tax relief on investments up to a maximum of €150,000 

per annum in each tax year up to 2020. Relief is initially available to an individual at up to 30%. Up to a further 11% 

tax relief is available where it has been proven that employment levels have increased at the company at the end 

of the holding period (3 years) or where evidence is provided that the company used the capital raised for 

expenditure on research and development. 

The use of the funds must contribute directly to the maintenance or creation of employment in the company. 

ISSUE: An investor receives 30% tax relief on investment, then 11/41sts (nearly) four years later if the employment 

has increased. If an investment is made during 2014, receipt of the relief of 11/41sts is delayed to the end of 2018 

only if the employment has increased. 

PROPOSED SOLUTION: Remove this restriction so that the maintenance of employment leads to qualification for 

the relief.  
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ISSUE: There is a lifetime cap of €10m for BES/EII investments.  

PROPOSED SOLUTION: This cap should be doubled to €20m to allow successful investors to continue to raise EII 

funds.  

ISSUE: Investors currently receive tax relief of 30% in Year 1 and must then wait 4 years for the remaining 11%. This 

means the investment is less attractive to investors.  

PROPOSED SOLUTION: Increase the tax relief on Year 1 to 41%.  

ISSUE: The holding period of three years is too short.  

PROPOSED SOLUTION: Increase the holding period to 7 years.  

R&D Tax Credit 
The R&D tax credit is a valuable tax-based incentive that is designed to encourage investment in R&D by 

companies in Ireland.  

ISSUE: The current timeframe for submitting a claim is too short.  

PROPOSED SOLUTION: Increase in the timeframe for claims submitted from two to five years.  

ISSUE: The R&D system is too costly and cumbersome for small businesses and find it difficult to gauge 

whether or not their expenditure qualifies under the scheme. 

PROPOSED SOLUTION: Introduce a two-tier R&D system which has simpler initial queries for small 

businesses. Ensure that small companies are not burdened by extra administrative and financial costs and 

allow them access to the credit with a minimum of red-tape obstacles. Allow businesses to consult with 

revenue pre-project commencement to discuss whether or not the planned expenditure qualifies for the 

exemption. This would allow them to make a more informed decision about the R&D activities they wish 

to engage in.  

 

REMUNERATION  

Marginal Tax Rate 

ISSUE: It is generally accepted that both the marginal rate of tax is too high and entry to the marginal tax rate is too 

low and acting as a disincentive to work. 

PROPOSED SOLUTION: Increase the entry point from €33,800 to €36,000 for a single person.  

PROPOSED SOLUTION: Reduce the marginal rate of income tax from 40% to 39%. 

Foreign Earnings Deduction 

Employees who carry out part of their duties in particular foreign countries are entitled to claim a tax deduction. 

The maximum deduction is €35,000 and the maximum relief is 41% which amounts to €14,350. In order to qualify 

for the relief. 

The basic condition is that, within a period of 12 months the employee has worked in one or more of the relevant 

states for a minimum period of 40 "qualifying days".  
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ISSUE: Small businesses do not have the resources to have employees working outside Ireland for periods exceeding 

40 days. Typically time spent abroad would be 2 to 4 weeks in a 12 month period and the trips tend to be less than 

4 consecutive days. Trade shows in particular, can be just 3-5 days.  

PROPOSED SOLUTION: The number of days should be less than 40 for small and medium enterprises to take account 

of economic and business realities. The minimum period for qualifying days should be reduced to 10 days, to make 

this relief SME friendly.  

ISSUE: The list of ‘relevant states’, though expanded in the last budget, is too restrictive and does not include many 

of the countries in which Irish SMEs are focused on building a market.  

PROPOSED SOLUTION: The foreign country list should be expanded to include countries where business is being 

sought and being built up – including EU countries. 

PRSI – Lower rate for Employers 

The standard rate of employer PRSI is 10.75%. A lower rate of 8.5% applies to employee earnings which are €356 

or less per week. As part of the 2011 Jobs Initiative, Michael Noonan reduced this rate to 4.25% until the end of 

2013. 

ISSUE: This welcome support for job creation was not renewed for 2014 and later years. This is having a massive 

negative affect on payroll costs.  

PROPOSED SOLUTION: The measure should be reintroduced for a further 3 years to assist in sustaining and creating 

jobs. 

Small Benefit Exemption 

PROPOSAL: Extend the small benefit exemption, which allows the provision of a non-cash benefit such as a voucher 

to the value of maximum €250, in any one tax year, to €750 per year. 

Benefit in kind – Motor vehicle.  
ISSUE: The 30% of Original Market Value is too high and should be reduced. It forces many to charge their employer 
a high rate for business travel. When it was raised many years ago from 20% to 30%, Revenue did so with little or 
no research.  
PROPOSED SOLUTION: Reduce the BIK on vehicles from 30% to 15%. 

Pensions 
The proposal for auto enrolment pensions should be progressed. Employee and Government should make a defined 

percentage contribution. 

 We believe that the broad policy goal of a URSS should be that all workers, employed and self-employed 

should be included.  

 The cost of URSS must not add to the cost of labour to employers.  

 In order to encourage up-take the State must contribute to the URSS.  

 The State must be the main agency involved both in the collection, recording, investing and distribution 

of benefits. 

We also would advise that much more analysis and consultation must be carried out on the issues specific to the 

self-employed. Whatever system is agreed must be sustainable and seen to be so and its relationship with the 

existing state pension must be worked out and explained.  

It will also be important to consider and review the interaction with existing private pension arrangements. 

Consideration should be given to including public sector employees in the URS. 
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We believe that the system should be auto-enrolment with opt-out options. 

To achieve the policy goals of high coverage the system should be as broad-based as possible, which will also 

increase the adequacy of benefits. In the interests of administrative simplicity and cost-effectiveness, all wage 

earners should be included and exemptions should be kept to a minimum.  

ACCESS TO CREDIT  

Peer to Peer Lending 

The challenges faced by SMEs in relation to accessing credit are well documented. Peer-to-Peer (P2P) lending 

improves this situation by providing another avenue of funding for business owners to explore. As well as assisting 

businesses, Peer-to-Peer lending allows individuals who aren’t typically involved in investing in businesses to get a 

greater interest return on their savings.  

The UK government decided to lend £20m to small businesses through FundingCircle.com (A UK P2P website) in 

March 2013. Within 2 months of the announcement, FundingCircle.com lending increased from £1m per week to 

£5m. The raised levels of awareness and credibility from the governments lending promoted P2P lending as an 

option and led to a huge increase in the funding available via this method. A similar funding injection into a P2P 

company by the Irish Government would increase awareness of this type of lending and also make it more attractive 

to investors and borrowers. 

ISSUE: Peer-to-Peer lending is currently unregulated in Ireland. This makes investing in P2P lending less attractive.  

PROPOSED SOLUTION: The UKs Financial Conduct Authority has regulated P2P lending in the UK from April 2014. 

These regulations could act as a template. ISME requests that a set of regulations for Irish P2P lending be created 

and implemented as soon as possible.  

ISSUE: Awareness and investment levels need to be raised so that P2P funding can become a credible alternative 

to bank funding for Irish SMEs.  

PROPOSED SOLUTION: ISME recommends that the Government follow the UK successful example of promoting the 

P2P lending industry through a cash investment. This investment would increase awareness of this funding stream 

and encourage savers to invest.  

 

VAT  

VAT- Cash Receipts Basis 

The annual VAT cash receipts basis threshold for Irish SMEs increased from €1.25m to €2m on the 1st of May 2014. 

This will assist SMEs in improving cash-flow and reducing administration. The primary benefit of the Cash Receipts 

basis of accounting is the pressure it removes from businesses to pay VAT which has not yet been received. It is 

particularly helpful for start-ups and expanding companies.  

The Cash Receipts Accounting Basis is merely a deferral of revenue for the exchequer- it does not amount to a 

revenue loss.  

ISSUE: The VAT cash receipts basis threshold is still too low. It excludes many companies who would benefit from a 

higher threshold.  

PROPOSED SOLUTION: The Association requests that this threshold be increased to €2.5m in Budget 2016. This will 

further support SMEs in organising cash flow and reducing administration.  
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VAT Rates  

The top rate of VAT is acting as a disincentive to spend in the economy. The likely effects of any decrease in VAT 

rates should be costed and analysed by the Department of Finance to determine what reduction can reasonably be 

made.  

ISSUE: VAT rates are stifling consumer demand.  

PROPOSED SOLUTION: The highest 23% rate of VAT should be decreased to 21% to boost domestic demand.  

The 9% VAT rate given to the Hospitality sector has been hugely successful in stimulating demand, creating jobs 

and attracting tourism. This VAT rate must be retained and should be expanded to all labour intensive industries.  

VAT Rates on School Uniforms 
ISSUE: While the argument for School Uniforms has been won based on the advantages of uniforms over non-

uniform wear, there remains the issue of cost and in particular the government tax (VAT) on school wear, currently 

at 23% on items over a certain size. 

 

VAT on school clothing for children is unfair and disadvantages parents of bigger children, mainly because the tax 

law has not kept up to date with the increase in children’s sizes in the last 43 years. 

 

Irish school children require larger uniforms now than ever before and parents are forced to pay the extra 23% VAT 

rate on clothing for children who are at primary level, an issue which the zero percent VAT rate was designed to 

avoid. 

 

Half of parents of school children apply for the Back to School Clothing and Footwear Allowance. (Primary 46% and 

Secondary 55%). The current rates have not kept up with amounts being spent by parents, leading to deficits from 

already limited family budgets. This shortfall can in some cases put the family in debt and/or depending on charity 

to make ends meet. 

 

The fact that in the majority of cases the child’s size is responsible for increasing the cost by 23% VAT, adds to the 

difficulties and the risk of poverty. This 23% of those costs ends up going round in a circle, creating, at least, an 

extra administrative burden on the trade providers and the State, and at worst, an unaffordable cost on parents, 

sometimes increasing the poverty trap.  

 

PROPOSED SOLUTION: We are asking that in Budget 2016 all School Uniforms, of whatever size, be zero rated for 

VAT purposes. 

 

REBOOTING THE DOMESTIC ECONOMY 

Extension of HRI Scheme  
The Home Renovation Incentive provides tax relief for Homeowners through an Income Tax credit at 13.5% of 

qualifying expenditure on repair, renovation or improvement works carried out on a main home by qualifying 

Contractors. In Budget 2015 the scheme was extended to rental properties.  

ISSUE: The tax credit of 13.5% is too low. 

PROPOSED SOLUTION: The tax credit should be increased to 20% to make it more attractive.  

ISSUE: The maximum qualifying expenditure of €30,000 is too low.  
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PROPOSED SOLUTION: Increase this maximum to €50,000 to increase activity in the construction sector and extend 

the HRI scheme to Landscaping and gardening activities.  

ISSUE: The minimum qualifying expenditure of €4,405 plus VAT is too high.  

PROPOSED SOLUTION: Reducing the minimum qualifying spend will attract more people to contract work from tax-

compliant providers and reduce shadow economy activity. ISME recommends that that minimum spend be halved 

to €2,203 plus VAT.  

National Training Fund 
The National Training Fund (NTF) was established in 2000. The National Training Fund Act, 2000 describes the 

purpose of the NTF as “to give skills to, or raise skills amongst those in, or seeking employment”.1  

Employers pay for this National Training Fund. It is resourced by a levy on employers of 0.7% of reckonable earnings 

of employees in employment classes A and H (approximately 75% of all insurable employees), which is incorporated 

and collected through the employer’s PAYE/PRSI system. Allocation for the Fund in Budget 2015 was €362 million.  

While employers fund the operation of the NTF, on an annual basis, SOLAS receive approximately 77% of the 

expenditure. In recent years, many projects have also been funded through contributions from the National 

Training Fund, including €22 million for Springboard, €20 million for Momentum and €5 million for ICT skills 

conversion course. In other words, the NTF is almost solely used to upgrade the skills of unemployed people.  

PROPOSED SOLUTION: Given that the NTF is funded by employers and also intended to support raising skills of 

those in employment, and that it was always envisaged that the fund would be used 50/50 between unemployed 

and upskilling the employed, ISME advocates that a commitment be made to ensure up to 50% of funding from the 

NTF is committed to up-skilling those already in employment as the unemployment rate continues to fall. 

Infrastructure  

The domestic economy continues to struggle and is in need of an investment stimulus. Well-planned infrastructural 

projects could help to boost jobs, spending and consumer sentiment. Infrastructural investment is also a key 

competitiveness issue and is important in attracting FDI to Ireland.  

Investment is need in telecoms infrastructure and broadband. The Action Plan for Jobs 2015 outlined plans to invest 

in rural broadband, a welcome move but one which needs to be pro-actively implemented as speedily as possible. 

Further investment in our broadband infrastructure to ensure a high-speed service is also available.  

Capital Infrastructure investment for 2016 should be set at a rate of 4% of GDP. Reinstating infrastructure 

investment should be viewed as a higher priority to reinstating public sector wages and pensions.  

Innovation Voucher Scheme 

ISSUE: The Innovation voucher scheme has had limited success due to a lack of promotion. Greater SME 

involvement in R&D can be achieved by streamlining more and better focused efforts to promote cooperation 

between industry and researchers. 

 

PROPOSED SOLUTION: ISME recommend that the existing €5000 innovation vouchers (Max €12,500) should be 

extended to €25,000 to ensure more meaningful development is carried by SMEs and by third level institutions on 

their behalf. 

 

                                                           
1 http://www.irishstatutebook.ie/pdf/2000/en.act.2000.0041.pdf  

http://www.irishstatutebook.ie/pdf/2000/en.act.2000.0041.pdf
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Online Selling 

The National Digital Strategy introduced Trading Online Vouchers to assist small businesses in getting online. The 

scheme was quite limited in scope and ambition. The strategy needs to be extended in value and scope to include 

all SMEs to assist adaptation to the changing marketplace and the world of online selling.  

ISSUE: SMEs do not have the necessary skills and capital to invest in an online presence. 

PROPOSED SOLUTION: Trading Online Vouchers of €5000 per qualifying business must be introduced with no 

spending match requirement. The target number for these vouchers should be higher than the 2,000 target set in 

the first round- ISME suggests targeting 10,000 businesses and extended to all SMEs. 

Housing Issues 

The current issues in the housing market are well-documented and Central Bank has changed mortgage regulations 
in a bid to stop a new bubble from forming. However, the scarcity of supply and rising rents is an issue that 
Government must address. This will boost the construction sector but will also help alleviate wage pressures being 
placed on SMEs.  
At present, builders have no incentive to build houses outside of the major cities. For example, a recent private 
study in Arklow showed that the average price for a 3 bed semi-detached house was €165,000 while it would cost 
€200,000 to deliver a new build 3 bed semi-detached house on zoned lands around the town.   
 
POTENTIAL SOLUTION: Reduce the VAT rate to 0% for a temporary period of 3 years coupled with a first time buyer 
grant of €10,000, to stimulate the residential market. 

 

Inheritance Threshold Levels 

Inheritance threshold levels are currently too low and should be increased to reflect current house prices. The tax 

treatment of family businesses being passed on to the next generation should also be reviewed and reformed to 

better suit modern businesses.  

 

UPWARD ONLY RENT REVIEWS  
After wages, rent is the next largest cost for many businesses. On the matter of rents and in particular upward only 

reviews (UORR), which have crucified many enterprises; there is no easy way of saying it but our Government has 

let us down badly. The pre-election manifestos promised legislation, which post-election was reneged on. In many 

cases companies are currently paying rents which have little or no correlation with the market value of their 

property. Rents in Ireland are almost twice the international average and will have to be reduced. The pity is that 

this will happen too late for many businesses.  

The only way out of the UORR is to put your business into examinership, a process too expensive for the vast 

majority of businesses.  

Apologists for UORR, banks, insurance and pension funds have been successful in retaining legacy UORR. 

PROPOSED SOLUTION: Support Senator Fergal Quinn’s Upward Only Rents Bill and get it passed by the Oireachtas.  

 

INTEREST ON LATE PAYMENT OF TAX 
ISSUE: The interest rate charged by the Collector General on late payment of taxes is currently over 10% p.a., which 

is seen as a penal rate.  
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In many cases, businesses that don’t pay their tax on time is as a result of waiting to be paid themselves and 

therefore don’t have the funds available when required. Applying this penal rate only compounds the problem. 

Furthermore “interest on the late payment of tax” is not a tax deductible expense, while all bank interest for 

business purposes is tax deductible… (For example the business person who gets a €500 interest bill, the real cost 

is much higher. He will have an additional personal tax bill of €500 x 51% = €255. So in order to deal with the interest 

demand, they must turnover €1785 incl. Vat… probably 2 or 3 days turnover in a rural town)  

The Collector General Office states that they deal with each individual on a “Case by Case” basis, so applying interest 

is not applied evenly across the board to each taxpayer. Some are not charged, while others get charged all the 

time as it depends on the official dealing with the case and the level of leniency afforded to the taxpayer. This 

situation creates an uneven playing field.  

PROPOSED SOLUTION: A solution would be to reduce the interest rate to say 4% and apply it across the board in 

ALL cases where tax is paid late and allow the interest payment to be tax deductible. This would have the effect of 

treating all taxpayers equally, reduce appeals and disputes, thereby reducing administrative costs. 

 

PUBLIC SECTOR REFORM 
The cost of running the public sector, is way beyond what the Country can afford. Public sector pay and pensions, 

now account for more than one-third of all current spending. The sector is still overstaffed in certain areas, despite 

over-generous packages and has not delivered on the real efficiencies required and promised through various 

benchmarking, Croke Park, Haddington Road and the new Lansdowne Road agreements. 

Annual increments, perks and privileges continue despite efforts to curtail them. It is extremely difficult therefore 

for SME owner managers and their staff to fund extraordinary pay and conditions for the public sector, when the 

SME sector has experienced severe drops in income and minimal supplementary pension protection for themselves, 

beyond the State Pension. 

For too many years Government have avoided introducing cuts to the public sector for fear of a backlash from the 

public sector unions. This effectively has led to the situation where one sector of the economy can hold the Country 

to ransom, knowing that a little pressure on the politicians means that invariably they will get their way.  

For the future of the economy the Government has no option but to insist on reductions in public sector pay and 

pensions, together with a measurable, transparent and verifiable efficiency drive. We must reduce the burden of a 

sector that threatens to be a drag on economic growth and strangle the rest of the economy. We can, through a 

continued focus on productivity and reform deliver a world class public service that plays a necessary and 

strategic role in the economy. 

ISME recommends the following; 

 Use GNP as the key denominator to measure State costs. By using GDP as the denominator, which is more 

than 20% greater than GNP, when comparing health, education and other costs, gives Ireland a 

significantly false reading on its public spending KPI measures. Apply this GNP benchmarking rule to all 

Gov. Spend, with EU comparatives, and make it part of CSO quarterly reporting.  

 Change to Accruals Based Accounting for Government accounting to stay in line with international 

practise and give a more realistic account of national figures. 

 Abolish the incremental system of rewarding public servants for service in years. 

 Abolish all perks and have a basic salary for all. 

 Reform sick pay schemes and insist on management accountability. 
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 The introduction of an independent international oversight body with responsibility for ensuring that there 

is genuine, transparent and accountable reform of the public sector, highlighting measurable savings in 

efficiencies. 

 The principle of ‘jobs for life’, should be abolished, with non-performers’ contracts terminated in line with 

the State’s industrial relations due process. 

 Have IT investment in Health & Education benchmarked against the best systems internationally, and 

make it part of the 4% Infrastructural investment objective noted in Rebooting the Domestic Economy 

above. 

 A number of services, including administration, should be outsourced to the private sector. 

 

 

 
 


