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US multinationals
push for tax breaks
on share options

The Amencan Chamber has made four

income tax rates as soon as the

suggestions to the Government

The 12.5% corporation tax rate is ‘by no
means sufficient’ to ensure investment

b
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US multinationals here are
pressing the Governmenttore-
duce the tax due on share op-
tions awarded to company ex-
ecutivesin theupcoming budg-
et,in order to boost forelgu in-
vestment.

The American Chamber of
Commerce in Ireland, which
represents employers such as
Google and Intel, has told the
Department of Finance that
“senior leaders in our member
companies are deeply con-
cerned” about Irish taxlevels.

“[They] are uniformly of the
view that reforms can be made
within the income tax code to
improve the current competi-

tive position,” said the cham--

ber last week in a submission
to the department, provided to
The Irish Times.

Publicconsultation

The submission was made as
partofa public consultation by
the department on the taxa-
tion of share schemes, which
closed last Friday.

Feargal O'Rourke, the man-
aging partner of Pricewater-
houseCoopers (PwC) and a
board member of the chamber
and tax adviser to many of its
members, said the drive for
share option tax cuts would
also form a central plank of its
formal budget submission.

The Government is coming

under increasing pressure to
sharpen the incentives for for-
eign investment into Ireland
following the Brexit vote and
the subsequent pledge by the

UK government that it will
slash corporation tax.

The chambertold the depart-
ment that changes to the taxa-
tion of share option schemes,
along with other changestothe
income tax code, would “signifi-
cantlyenhance” Ireland’s offer-
ing to foreign investors. The
chamber warned that the 12.5
per cent corporation taxrate is
“by no means sufficient” in en-
suring the protection of invest-
ment flows.

Incentivised share option
schemes are a favoured meth-
od for US multinationals and
major listed companies to re-
ward senior executives. Multi-
nationals, as well as smaller
companies in the tech industry
and other sectors, also routine-
ly grant cheap share options to
lower-ranked staff,

Currently, standard corpo-
rate share incentive schemes
are usually taxed at marginal
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shares are granted.

This means that, for top
earners, they are hit with a tax
bill of 52 per cent on the dis-
count given on the share value.
In practice, this means that
they usually sell some of the
shares as soon as they get
them, in order to pay the tax
bill.

Approved schemes

There are also three Revenue
approved share schemes, in-
cluding share savings schemes
and employee share owner-
ship trusts. The lower capital
gains tax (CGT) rate of 33 per
cent applies to these approved
schemes, but only when the
shares are sold and not as soon
astheyare awarded.

However, US multination-
alsusually operate convention-
al corporate share option
schemes that fall outside of the
Revenue approved schemes,
especially for top executives.

The chamber has made four
separate suggestions to the
Governmenton theissue. First-
ly, it said the State should
change the rules from income
tax rates on acquisition to the
CGT rate on disposal for all
share payments. Failing this, it
said, PRSI and Universal So-
cial Charge should not be paid
onnon-approved share awards.

Thirdly, it wantsthe tax-free
caps on certain share award
schemes boosted “significant-
ly” beyond current bands. Fi-
nally, it wants social security
discounts to employers who
pay share awards maintained.

In a statement yesterday,
the chamber said “if Ireland is
to remain ahead of the pack™ it
must position itself “as the
global location of choice” for
talent. “The high level of the
personal tax in Ireland has
been raised as a concern, and
reform in this area would
make Ireland more attractive
location for talented people to
locate,” itsaid.




