
V
ince Lombardi, 
the legendary 
NFL coach, 
once said: 
“Winning isn’t 
everything, 

but wanting to win is.” Suc-
cessive Irish governments 
have worked on the premise 
that when it comes to foreign 
direct investment (FDI), we 
play fair, but we play to win. 

The Irish government’s 
strategy in the 21st century 
has typically focussed on the 
corporation tax regime, with 
our 12.5 per cent corporate 
tax rate, our vast network of 
double taxation agreements 
and our research and devel-
opment tax credits among our 
key calling cards. However, 
we’re in different times now 
as other countries lower their 
corporate tax rates and en-
hance their regimes to com-
pete for FDI. 

A significant differentiator 
in attracting FDI and provid-

ing a platform for domestic 
multinationals to thrive is the 
attractiveness of the income 
tax regime, which helps bring 
in senior executives and create 
highly skilled jobs in both the 
indigenous and multinational 
sectors. 

At a time when Ireland is 
facing huge uncertainty due to 
Brexit, US tax reform and oth-
er external factors, we need 
to enhance the elements of 
the tax regime within our own 
control, with a focus on our 
international competitiveness 
to attract companies and em-
ployees to Ireland.

Multinational clients re-
peatedly tell us that Ireland’s 
52 per cent tax rate (income 
tax, USC and PRSI) is the 
biggest barrier that they face 
when trying to get senior em-
ployees to relocate to Ireland. 
This country has one of the 
highest marginal income tax 
rates in the OECD and one 
of the lowest entry points to 

that rate. 
By comparison, in Califor-

nia, which would have one 
of the highest state taxes in 
the US, an individual would 
need to earn over $550,000 to 
reach the marginal rate of just 
over 49 per cent. In Ireland, 
an individual’s marginal rate 
almost reaches 49 per cent at 
earnings over €35,300. 

Let’s look at some of the 
major policy changes affecting 

workforce mobility in recent 
times. 

Tax relief
In June, the government an-
nounced a public consultation 
for the Revenue of the Special 
Assignee Relief Programme 
(”SARP”).  SARP is an income 
tax relief whereby certain em-
ployees who relocate to Ire-
land can make a claim to have 

a portion of their employment 
income disregarded from in-
come tax purposes.  

Our recommendations to 
that consultation included:

* Currently, employees must 
earn a minimum base salary 
of €75,000 per annum.  This 
should be aligned to the re-
quirements for a Critical Skills 
Employment Permit (“CSEP”) 
– currently €64,000.  This 
would assist companies in 

attracting talent in the areas 
with the greatest skills short-
ages. 

* The relief is currently re-
stricted to those who spent 
at least six months working 
for the employer (or an as-
sociated company) outside 
of Ireland immediately prior 
to relocating to Ireland. The 
relief should be available to 
new hires as well as existing 
employees assigned or trans-

ferred to Ireland. 
* To qualify for the relief, an 

employee must currently be 
non-resident in Ireland for the 
previous five tax years.  This 
should be reduced to three 
years.

Useful tool
In addition, the current relief 
is due to expire on Decem-
ber 31, 2020. This creates a 
lot of uncertainties for com-
panies deciding where to lo-
cate. Therefore, it is critically 
important that a decision on 
the extension of SARP beyond 
2020 be made at the earliest 
opportunity. 

There are also some practi-
cal difficulties with the SARP 
programme mainly relating 
to processing times by the 
Revenue.  

An application is required 
within 90 days of an individ-
ual’s arrival to Ireland (pre-
viously 30 days) which is 
completely unnecessary and 
serves to create an adminis-
trative burden for employers 
and qualifying employees.

SARP is a useful tool in 
enhancing Ireland’s ability 
to attract highly skilled mo-
bile workers.  There are some 
challenges with the regime 
as it currently stands when 
compared to other simi-
lar programmes adopted in 
competitor locations.  We 
look forward to the updates 
that will be implemented 
post-consultation, probably 
in Budget 2020.    

Welcome 
reform
We are also seeing welcome 
reform with regard to immi-
gration policy.  The first of these 
changes relates to spouses and 
dependents of CSEP holders 
now being permitted to work 
in Ireland without the need 
for a separate employment 
permit.  This is a significant 
policy change that will pro-
vide spouses and partners 
of CSEP holders with much 
greater flexibility to work in 
Ireland, and increase Ireland’s 
attractiveness for families.

The second major immi-
gration change saw that, from 
May of this year, adult citizens 
of visa-required countries liv-
ing in Ireland would not need 
a re-entry visa in order to re-
turn to Ireland after overseas 
travel. They are now able to 
use their valid IRP or GNIB 
card in lieu of a re-entry visa. 

The government is con-
tinuing to review its immi-
gration processes and actively 
engaging with stakeholders 
to improve the corporate im-
migration system in Ireland, 
to attract further skilled tal-
ent and support the ongoing 
growth of business in Ireland. 

We are making great strides 
in certain areas, such as im-
migration, but a more joined-
up approach is needed from 
government to ensure Ireland 
is seen as a prime location in 
attracting and retaining top 
talent.

Government must adapt to taxing times
Deloitte’s Daryl Hanberry, 
Tax Partner and Head of 
Global Employer Services, 
and Niamh Barry, Tax 
Manager, examine the tax 
landscape and find that a 
more joined-up approach is 
needed from the government
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Short-term 
business visits to 
Ireland are more 
complicated 
than you think
BY DARYL HANBERRY 
AND NIAMH BARRY 

The Revenue Commis-
sioners’ guidance in the 
area of payroll with-
holding rules governing 
business travellers to 
Ireland has existed since 
2007. This accepted guid-
ance was fundamentally 
amended by the Revenue 
without any legislative 
change by government 
or any input from the 
Oireachtas.  

The new Revenue 
guidance was updated 
on December 22, 2016 to 
incorporate certain OECD 
commentary, not reflect-
ed in Irish law. The up-
dated guidance caused a 
lot of practical difficulties 
and uncertainty for em-
ployers, necessitating the 
Revenue to release new 
guidance in April 2018 
which, hard as it may 
seem, made the overall 
situation even worse and 
provides further com-
plexities for employers 
seeking to do business in 
Ireland with negligible 
benefits to the Irish ex-
chequer.

The basic premise is 
that where a non-res-
ident individual who 
holds a non-Irish em-
ployment works tem-
porarily in Ireland for a 
local entity, Irish PAYE 
implications can arise for 
either the foreign em-
ployer or the local entity. 
The question then comes 
down to how onerous 
that obligation is. 

Where a non-resident 
individual exercises the 
duties of employment in 
Ireland for more than 60 
workdays, either in one 
tax year or cumulatively 
over two tax years, there 
is no automatic release 
from the obligation to 
withhold Irish PAYE. 
However, where certain 
conditions are satisfied, 
an employer may apply 
to the Revenue for a re-
lease from the obligation 
to operate Irish payroll. 

So far, so good!
A new aspect of the 

revised guidance, how-
ever, is the concept that 
individuals who have an 
ongoing requirement to 
return to Ireland over a 
number of years will not 
qualify for an automatic 
exemption from PAYE, 
regardless of the number 
of days spent in the state 
in a particular year.  

Instead, the employer 
may apply for an exemp-
tion from the require-
ment to withhold PAYE in 
the normal manner. The 
guidance notes indicate 
that such an exemption 
(if granted) would be 
valid for a single tax year 
only, so annual applica-
tions would be required.  

We are aware of one 
company which holds an 
annual staff conference 
in Ireland with more 
than 3,000 employees 
attending from around 
the globe. The new guid-
ance technically requires 
an application for each 
one of these employees to 
remove the requirement 
to withhold PAYE relating 
to that one day spent in 
Ireland!

Our approach is seen 
as much less user-friend-
ly in comparison to our 
European neighbours 
and competitors and a 
substantial departure 
from previous practice.   
Our clients are reporting 
the guidance as it stands 
as broadly unworkable 
in a practical sense. This 
tightening of the Irish 
tax rules emphasises the 
need for international 
employers to have robust 
tracking systems and 
processes in place in or-
der to identify cases that 
might fall within the Irish 
PAYE net – especially 
those who may regularly 
return to Ireland. 

Daryl Hanberry is Tax 
Partner and Head of Global 
Employer Services at Deloitte. 
Niamh Barry is a Tax Man-
ager at Deloitte

Everything you wanted to know about 
PAYE modernisation but were afraid to ask
BY DARYL HANBERRY 
AND NIAMH BARRY

I
f you haven’t heard of 
PAYE Modernisation 
(or PMOD, as the cool 
kids call it), where have 
you been for the last 18 
months? PMOD is the 

single biggest change to the 
PAYE system since its intro-
duction in 1960 and, given its 
scale, PMOD may be one of 
the most successful technolo-
gy implementations in public 
sector history.

Revenue led a vast national 
information campaign, hold-
ing more than 100 seminars 
around the country and run-
ning media advertisements. 
The dedicated Revenue Com-
missioners team were and 
continue to be more than 
willing to attend and speak 
at different events with prac-
titioners, employers and rep-
resentative groups. Broadly 
speaking it has all been im-
plemented without any sig-
nificant hitches.  

But what is it all about? In 
summary, payroll reporting 
obligations have changed to 
a real-time payroll reporting 
system. From January 1 of this 
year, employers have had to 
make a submission to the 
Revenue on or before making 
any payment to an employ-
ee. Benefits-in-kind (“BIK”) 
and other notional payments 
are ultimately reportable by 
the next cash payment date. 
This applies to items such as 
medical insurance premi-
ums, taxable professional 
subscriptions paid directly to 
the relevant body, share based 
remuneration, etc.  

There are further complexi-
ties when dealing with taxable 
expenses whether through 
cash reimbursement to em-
ployees or expenses incurred 
on a company credit card. The 
P35 filing will also no longer 
be required – the reporting 
process must be correct for 
each pay period, otherwise 
penalties may apply. 

Regarding expatriate pay-
roll for mobile cross-border 
employees, the Revenue has 
implemented a somewhat 
relaxed regime – although 
this does still provide certain 
challenges to employers.

And what happens if you’re 
not compliant? The current 
penalty regime provides for a 
€4,000 fixed penalty for each 
breach of the PAYE regulation. 

There is also provision for a 
€3,000 fixed penalty imposed 
on the company secretary for 
each breach. 

While the penalty regime 
has been in effect long before 

PAYE Modernisation, the re-
al-time reporting framework 
means amendments and 
corrections are immediately 
visible to the Revenue. These 
penalties can be imposed on 

a per-item basis, so if you are 
even a mid-size level employ-
er, these penalties can mount 
up.  

Take a €100 increase in 
your medical insurance 

premium costs in April for 
50 employees. This change is 
missed by the payroll team 
in April and only gets discov-
ered in May. You’re dealing 
with €5,000 unreported gross 

income and, say, €2,500 un-
paid tax in April. Under the 
current penalty regime, this 
is potentially a total of 50 
incorrect items reported to 
the Revenue – that’s a fine 
of €200,000 (and perhaps 
another €150,000 to the com-
pany secretary). 

While the current Revenue 
position has been to refrain 
from imposing penalties of 
that scale in these circum-
stances, businesses do need 
to be aware of the possibili-
ty, particularly for second or 
third offences. Ignorance is 
no longer bliss. 

The emphasis is on em-
ployers and a need to review 
their overall payroll process-
es and procedures to ensure 
that the flow of data will allow 
them to report accurately on 
a real-time basis. A change 
in mindset across organisa-
tions is required. It is very 
common for payroll teams 
to experience delays in ob-
taining accurate information 
on certain items (eg, taxable 
expense payments, non-cash 
benefits in kind, etc). 

Typically, this affects more 
than the payroll team, as data 
comes through from different 
sources to the payroll team, 
and it is important to have all 
stakeholders involved so they 
understand the need for re-
fined or improved processes. 

Daryl Hanberry is Tax Partner 
and Head of Global Employer 
Services at Deloitte. Niamh Bar-
ry is a Tax Manager at Deloitte

Businesses 
need to be 
aware of the 
possibility 
of penalties 
for repeat 
offences. 
Ignorance 
is no longer 
bliss


