400 of the country’s leading tax advisers gathered in the Radisson Hotel, Galway today at the start of the two-day annual conference of the Irish Taxation Institute.  Delegates heard a range of speakers highlighting their views on the issues that are effecting their clients throughout the country, and how best to move the economy forward.  
 

Ireland must look at new measures to solve liquidity difficulties 
In her address to the conference, Olivia Lynch, President of the Irish Taxation Institute highlighted the plight of Irish businesses facing severe illiquidity and cash-flow difficulties.  “Almost 500 businesses have failed already in 2010; in fact since 2007 we have seen a year on year doubling of the number of business failures in Ireland”, she said.  
 

“The ESRI in their latest report says that the banking system alone will not solve the current liquidity crisis.  Some interesting ideas have emerged in Britain, in the general election manifestoes, ideas which should give pause for thought in Ireland.  For example; “Finance for Growth Funds” which would channel private equity into growing businesses, the doubling of the Entrepreneurs Relief lifetime limit resulting in gains of up to £2million being taxable at the low 10% CGT rate, and a National Loan Guarantee Scheme for business, are amongst the measures being proposed.”
 

Measures to help investors and employees to invest capital
 “The Irish Taxation Institute has for some time stressed the urgent need for new imaginative measures and reliefs to help Irish business access capital,” continued Olivia Lynch.  “Measures which we are proposing include a more attractive income tax rate on dividends which would have the potential to improve liquidity flows. Serious consideration must also be given to the introduction of tax reliefs that would allow investors or employees inject cash in companies by way of loan capital, without having to take an equity stake in the business.”
 

Emphasising the need for urgent action, Olivia Lynch said “The Innovation Taskforce Report featured a number of imaginative measures for business, including proposals for Business Angel Funding, a means by which expertise and capital could be injected into new businesses, to be incentivised by a reduced 12.5% CGT rate where share proceeds are re-invested in innovative start-ups.  It is time to act on these innovative ideas. “
 

Need for Revenue to take pragmatic approach to collection of taxes
Reacting to the Revenue Commissioners’ comments yesterday that they ‘cannot act as a banker or lender to businesses in difficulty’; Olivia Lynch said the overwhelming feedback from members in recent months was the need for a pragmatic approach to the collection of taxes from businesses experiencing cash-flow difficulties. 
 “In recent representations to Revenue we stressed the importance of making realistic instalment arrangements available to struggling businesses, taking a balanced approach to the imposition of interest and penalties in no loss of revenue scenarios, and consistently applying a “last resort policy” before triggering enforcement measures”.
The ITI President also recognised that one of the most difficult challenges for Revenue is the loss of 500 staff in one year and called on Government to ensure that Revenue is given the resources necessary to meet the unique challenges that they are currently facing.
Addressing the conference, guest speaker Austin Hughes, Economist with KBC Bank, said “The good news is the global crisis has eased and recovery has begun.  The bad news is that lingering aftershocks mean the next couple of years won’t feel dramatically better for many Irish businesses and households.”

 Tricky task to avoid ‘adjustment fatigue’
“Tough decisions have been taken but the next set of decisions we take will determine whether the Irish economy emerges notably stronger or permanently impaired,” continued Austin Hughes,  “And the Government faces a particularly tricky task to avoid ‘adjustment fatigue’ while putting in place policies that will help support a sustainable recovery.  The structure of the Irish economy will also have to change substantially because the strong likelihood is that the level of private sector debt will continue to shrink.  For some, this will be a very painful process but it would be wrong to conclude that it prevents the Irish economy from growing.” 
 

“The very painful but necessary actions taken in the past year or so have stabilised the economy and created the opportunity to put in place further critical changes that can lead to a notably stronger Irish economy in the next few years,” said Austin Hughes.  “It has been suggested that we wasted the boom.  I’m not sure that is entirely true.  However, the key is not to waste the crisis by not making adjustments that can return the Irish economy to a notably healthier outlook.”
 

The Irish Taxation Institute’s Annual Conference is the only dedicated conference for tax professionals across Ireland.  
