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Looming Income Tax Deadline and All Things Tax Discussed / Interview Mark Redmond, Chief Executive of the Irish Taxation Institute

Now we've mentioned the billions, we're going to talk about smaller fry now. You know look after the pennies and the pounds will take care of themselves. Well we'll talk about the hundreds or maybe the thousands rather than the billions. Because we're going to talk about tax. It's a touchy subject. Many people complain they're paying far too much as it is, and in recent years Government levies and pay cuts have added to the burdens of running a household. But what really gets ordinary taxpayers worked up is the notion that some privileged high rollers use loopholes to pay little or nothing. Well with me now is Mark Redmond, Chief Executive of the Irish Taxation Institute, he's going to tell us about the looming deadline to file your income tax return. And the budget which will see another round of changes and perhaps more tax reform. Good morning mark and welcome to the programme. Let's talk about the suggestion that four thousand people who earned over €100,000 paid no tax, that really infuriates people who feel they're paying lots of tax on much smaller amounts of money.

Pat Kenny: Now we've mentioned the billions, we're going to talk about smaller fry now. You know look after the pennies and the pounds will take care of themselves. Well we'll talk about the hundreds or maybe the thousands rather than the billions. Because we're going to talk about tax. It's a touchy subject. Many people complain they're paying far too much as it is, and in recent years Government levies and pay cuts have added to the burdens of running a household. But what really gets ordinary taxpayers worked up is the notion that some privileged high rollers use loopholes to pay little or nothing. Well with me now is Mark Redmond, Chief Executive of the Irish Taxation Institute, he's going to tell us about the looming deadline to file your income tax return. And the budget which will see another round of changes and perhaps more tax reform. Good morning mark and welcome to the programme. 

Mark Redmond (CEO, Irish Taxation Institute): Good morning Pat, thank you. 

Pat Kenny: Let's talk about the suggestion that four thousand people who earned over €100,000 paid no tax, that really infuriates people who feel they're paying lots of tax on much smaller amounts of money.

Mark Redmond (CEO, Irish Taxation Institute): It does Pat, it drives people mad. And I think we can put some context on that figure. In fact that figure was based on data from 2007. So for three reasons that information is now out of date. First of all those people apparently reduced their tax bill through the use of property reliefs and other incentives. The vast majority of those property reliefs were eliminated in 2008. To the extent people can still claim, who were in before 2008, and can still claim those allowances, a significant restriction has been placed on the maximum use of those allowances now by high earners. And this year the restriction applies for people earning more than €125,000. So they are limited on the amount of relief they can take and their effective tax rate is now 30%. 

Pat Kenny: What you're saying is no matter what they earn, they're going to pay a minimum of 30%?

Mark Redmond (CEO, Irish Taxation Institute): That's right Pat, and also remember we had two emergency budgets and they imposed a new income levy, and the increase, for example the health levy for high earners, and take for example somebody on €100,000 because of the April 2009 budget, they're now paying €4,600 more in tax, than what they previously did. By contrast somebody on €30,000 saw their tax bill increase by €900. 

Pat Kenny: But it's a kind of irresistible headline though isn't it?

Mark Redmond (CEO, Irish Taxation Institute): It is, and again I think we need to focus on the bigger picture, and the key question is do we have a fair and progress tax system in this country?

Pat Kenny: And do you think we do?

Mark Redmond (CEO, Irish Taxation Institute): Well if you look at the figures Pat, the top 2% of income earners, pay one third of all income tax in this country. And if you now look at what's happened because of the various emergency budgets and so on, somebody on an income of €100,000, they're average tax rate, the rate they're paying on their income, is 39%, whereas somebody on €40,000 it's 22%. So we do have a very progressive tax system. 
Pat Kenny: Yes. When people talk about their tax rate, and they hear someone is paying say 39%, they say but sure I'm paying 55%, but they're not, they're paying 55% on the portion of their income that is taxable. 
Mark Redmond (CEO, Irish Taxation Institute): That's absolutely right. 
Pat Kenny: And that brings the whole figure down when you factor in the whole income. 
Mark Redmond (CEO, Irish Taxation Institute): You're absolutely right, that's the marginal rate, the very top rate. What I'm talking about is the average rate they pay on all their income, for high earners it's significantly higher, as it should be, than people on middle or low incomes. 
Pat Kenny: So you think it's by and large fair?
Mark Redmond (CEO, Irish Taxation Institute): It's a very progressive system, yes absolutely. 
Pat Kenny: There is some talk though at the lower end, that people who pay no tax at all, might be dragged in by the Minister. Now what is your view on that?
Mark Redmond (CEO, Irish Taxation Institute): The position at the moment is that currently one half of all income earners are outside the income tax net. Now some of them do pay the income levy, but not very many. And some would say that's a structural problem with our tax system. There's a lot of talk now rightly about broadening the tax base. And there's a view that maybe there may be need to bring some of those people back into the income tax net. Two important points about that, first of all it can only be done on the basis of ability to pay. So the lower earners should have a very very low income tax bill. Secondly, and you mentioned the forthcoming budget, what this budget must be about is jobs. We must ensure that this budget does not damage our need to create and retain employment, keep people in jobs. A big factor in that is how you tax jobs, how you tax labour. We have as you said in the opening comments, we have significantly increased taxes on income in the last two emergency budgets. We really probably have gone as far as we can go. There may be some small room for manoeuvre, but not much. 
Pat Kenny: The problem of course for people is what they take home. It's not what the top line figure is. So if there's a big increase in tax, it affects their take home pay, and that's what they're concerned about. And it's what employers are concerned. They need to put a certain amount of money in people's pockets to make it worth their while getting up out of bed and going to work. 
Mark Redmond (CEO, Irish Taxation Institute): That's right, the incentive to work is so important. And indeed in assessing that, we have to consider all the measures that have happened, reduction in children's benefit, the pension levy, the emergency levy, we have to add all those factors in, in considering the incentive for people to work, the incentive to work that extra piece of overtime, and the incentive for entrepreneurs to create jobs. 
Pat Kenny: But people, even talk about the dole, em that you know when they look at the job that's offered to them, the only thing that makes them accept it, because they may lose a medical card or whatever else, is the fact that they feel, God I'm better off working than sitting looking at the telly. That's a structural problem though isn't it, if that's the only reason that you want to work?
Mark Redmond (CEO, Irish Taxation Institute): It is Pat, and again we know the Minister proposes to bring, and maybe part of this will come in the budget in December, a universal social contribution, which will represent a reform of our income tax system, and our social welfare system, a massive project, huge project, and one of the key factors in that, is retaining that incentive to work for people. 
Pat Kenny: Because it is crazy that someone loses something they vitally need, like a medical card? 
Mark Redmond (CEO, Irish Taxation Institute): That's right. 
Pat Kenny: Because the sacrificing that if you have children who tend to be sick, and most kids do at a certain age in their lives, you know you cannot afford maybe to give up that vital piece. 
Mark Redmond (CEO, Irish Taxation Institute): You can't, and also I think we should remember the position of the elderly here as well, who depend on medical cards and other treatments also. 
Pat Kenny: Now why should anyone worry about the deadline for tax return. If you're a PAYE person, sure everything is covered, isn't it?
Mark Redmond (CEO, Irish Taxation Institute): Well I'll make two comments here Pat, first of all to start with the positive. You know we almost, we must remind PAYE workers, there are a range of credits and allowances available to them, that they should always remember to claim in terms of their taxation. So for example, take medical expenses. 
Pat Kenny: Yeah. 
Mark Redmond (CEO, Irish Taxation Institute): Which in my experience is the most forgotten one. Individuals can claim relief for their medical expenses, and not just medical expenses they're paying for themselves, but for any dependent as well. And while the rules are changed that the medical expenses relief is now the standard rate of 20%, people should remember that doesn't apply to qualifying nursing home expenses. They are still available at the 41% rate. And also people should check out the full list of medical expenses. For example, it includes laser eye surgery, which may surprise some people. Secondly you have bin charges, bin tags, they are tax deductable, trade union subscriptions, paying rent, paying fees for private colleges. All these things should be claimed by PAYE workers. And we've a full list of them on our website, Taxireland.ie. On the cautious side Pat, PAYE workers who have other income, other than employment income, for example rental income. 
Pat Kenny: Yeah. 
Mark Redmond (CEO, Irish Taxation Institute): They do need to return that to the Revenue Commissioners. 
Pat Kenny: If they've rented a room in their house, do you remember that scheme that was introduced a couple of years back? Do they have to declare that?
Mark Redmond (CEO, Irish Taxation Institute): No that's exempt, but if they have rental properties here or abroad, and they're getting rental income on that, they should return that information to the Revenue Commissioners. 
Pat Kenny: Now if people therefore have more than just the PAYE and they have some expenses they want to claim, of if they have rental income, they have to therefore fill in this form. What is significantly different about this year, they've been used to doing it for the last few years?
Mark Redmond (CEO, Irish Taxation Institute): A number of things Pat. First of all we do have the income levy, which is a new feature in our tax system this year, and people need to remember that. Secondly in terms of the rental income, there's been some significant restrictions on the tax position of landlords. From April 2009 they're not allowed their full interest cost in relation to the rental income. It's restricted to 75%. They also have the full income levy applying to the rental income, even if they have losses, they might be able to use, that doesn't matter, they still have to pay the levy on the full gross income. And thirdly, they do pay that €200 non principal private residence charge. That's not tax deductible unfortunately, so that can't be deducted in paying your tax, your income tax on your rental income. And Pat just to say, you asked me why is it important that people observe the deadline, the deadline for people filing on paper, traditional returns is 31st October. If they're filing electronically it's 16th November. Two reasons why it's important, (a) you may be entitled to tax back, so don't leave that sitting there, but (b) if you do owe tax, don't file late, you could face penalties of 5% to 10% of your tax liabilities. 
Pat Kenny: Suppose you do the sums and you work it out and you can't afford to pay the tax, what happens then?
Mark Redmond (CEO, Irish Taxation Institute): A lot of people in that position Pat, and the advice from the Irish Taxation Institute is don't put your head in the sand. Do file your return, even if you can't pay the tax, to avoid that 5% or 10% penalty. Talk to Revenue. Talk to Revenue about instalment arrangements to pay their tax, to ensure that you can come to some understanding with them about your cash flow position. 
Pat Kenny: You talk about people maybe needing a tax consultant, but people say that will cost me money. So I mean you'd have to be, have a fairly complex tax situation to justify the cost of a consultant, wouldn't you?
Mark Redmond (CEO, Irish Taxation Institute): No, I think you're right Pat, people need to determine, am I worried about my tax position? Am I worried because I think I'm not getting tax back I'm entitled to? Am I worried because I'm not quite sure how to complete my return? Maybe I've got some rental properties. So first of all look at our website Taxireland.ie and Revenue is Revenue.ie to see can you get the information you need. If you don't, don't stick your head in the sand. Do seek professional advice from a Registered Tax Consultant. It probably will save you money at the end of the day. 
Pat Kenny: All right, Mark Redmond, Chief Executive of the Irish Taxation Institute, thank you very much for joining us. Just that website again?
Mark Redmond (CEO, Irish Taxation Institute): Taxireland.ie.  
Pat Kenny: Taxireland.ie. 
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