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Last month, as part of its twice-yearly Economic Outlook, the 
Organisation for Economic Co-operation and Development became 
the latest forecaster to raise its forecast for the Irish economy. 

The latest projection from the Paris-based policy advice body 
envisages that the Irish economy will contract by 0.7% on average 
this year in Gross Domestic Product terms, much less than the 
2.3% decline projected in its previous forecast round in November. 
Moreover, its forecast for next year was revised up by even 
more. The economy is now expected to grow by 3% in 2011, up 
considerably from the 1% it was pencilling in, in November.
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The forecasters at the OECD are far from alone 
in taking a more upbeat view on Irish growth 
dynamics. Other prominent international 
observers who have been busy marking up their 
Irish forecasts recently include the IMF and 
European Commission.

Indeed, the forecasts of such large international 
institutions tend to mirror, and often lag behind, 
the pattern of changes in the views of the Irish 
economics community. One recent poll of a 
panel of domestic financial sector forecasters 
revealed that the consensus, or average, forecast 
is for real GDP to be unchanged this year (i.e. 
zero growth), which compares with an expected 
decline of over 1% in the same poll at the end of 
last year. The average GDP growth forecast for 
next year has also been marked up and is now at 
3.2%, up from about 2.7% some six months ago. 
So it’s clearly not just overseas analysts who have 
become somewhat more optimistic lately.

What’s behind
this pattern
of upWard 
growth 
revisions? 
Well, the simple fact is that a range of Irish 
economic indicators have provided evidence of 
earlier-than-expected recovery. The latest trade 
numbers, for example, show that following a very 
strong pick-up in the early months of the year, 
Irish goods exports surged by over 12% in the 
first quarter of this year compared with the final 
quarter of last year.

Timely data on the performance of the private 
services sector is thin on the ground, which is 
very unfortunate given that services account 
for more than half of total GDP (and over half of 
all Irish exports). But we do have the monthly 
Purchasing Managers’ Index that does provide a 
timely steer. Significantly, this signalled a return 
to expansion in the April survey after a period of 
contraction, which lasted for well over two years 
and showed a further pick-up in May.  

Elsewhere, underlying retail sales (excluding 
cars)  enjoyed their first positive quarter in Q1 
since the end of 2007, while the unemployment 
rate was steady at 13.4% for the first four months 
of the year before rising to 13.7% last month.  
Such indicators point to some signs of stability 
in areas which had seen enormous weakness 
during the depths of the recession. 

In the case of both manufacturing and services, 
the key driver of a more positive trend emerging 
is the clear improvement in the international 
environment.  Ireland is a very open economy, 
with exports amounting to some 90% of our 
GDP, so the global growth dynamic plays a very 
important role in shaping the Irish outlook. 

Broadly speaking, the incoming news on the 
performance of Ireland’s key trading partners, 
the euro zone, UK and US has confirmed that 
recovery is ongoing, especially in the US where 
the recovery has been gaining in strength.  And 
the recent weakness of the euro is also helpful, 
with a 20% fall vs. the dollar and a 12% decline vs. 
sterling since late last year giving a timely boost 
to the competitiveness of the Irish export sector.

Overall, the upward revisions to Irish growth 
forecasts recently have had solid foundations in 
the form of a much improved international picture 
and some stronger than expected domestic 
economic news. 

However, while the turn in the global cycle has 
boosted Ireland’s growth performance and 
outlook, our openness also leaves us vulnerable 
in the event that the global recovery falters.  That 
is a risk which investors have been more worried 
about lately. Concerns about the implications of 
the sovereign debt crisis have begun to cast a 
shadow over global growth prospects. This has 
been reflected in downward pressure on global 
stock markets over the past couple of months for 
example, implying that the adjective ‘cautious’ is 
very much appropriate in describing the greater 
optimism among analysts of the Irish economy 
lately.   

Simon Barry is Chief Economist, Republic of 
Ireland with Ulster Bank Capital Markets
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 tax briefs >

FinanCing alternative

In the current economic climate most 
companies are fi nding it extremely hard to 
source fi nance. One avenue worth exploring 
is where a director loans personal funds to 
the company and charges interest to the 
company.  Where a company is categorised 
as a close company (i.e. owned by fi ve or 
fewer people) and where the director in 
question owns 5% or more of the company, 
any interest paid by the company to him 
or his associates could be treated as a 
distribution and taxed at his marginal rate 
of tax. The interest will only be treated as 
a distribution where the interest payment 
exceeds the lower of 13% of the total of 
loans to the company from directors, or 
the nominal amount of issued share capital 
together with share premium. 

Pay and File suMMary the following is a summary of upcoming pay and fi le dates:

CorPoration taX

Filing date for Corporation Tax returns for accounting periods ending in October 2009 21 July 2010

Balancing payment of Corporation Tax for accounting periods ending in October 2009 21 July 2010

Filing date for Corporation Tax returns for accounting periods ending in November 2009 21 August 2010

Balancing payment of Corporation Tax for accounting periods ending in November 2009 21 August 2010
 
  
unaPProved share oPtion sCheMe

Return of information relating to Unapproved Share Option 
Schemes has been extended from 31 March 2010 to 09 July 2010

agriCultural vat Margin sCheMe

Finance Act 2010 introduced a margin scheme for 
agricultural machinery. From 1 January 2010 dealers in 
second hand agricultural machinery may opt to apply the 
margin scheme to sales. To that end they would account 
for VAT at 21% on the profi t margin on each sale. Where 
the margin scheme is applied the dealer would not be 
entitled to claim VAT on the purchase price.

Transitional measures are available from 1 January 2010 
to 30 June 2010 whereby the dealer is entitled to claim 
a residual amount of VAT on the fi rst purchase of the 
machine as follows:

1 January 2010 – 28 February 2010   40%
1 March 2010 – 30 April 2010  30%
1 May 2010 – 30 June 2010   20%

PlaytiMe over For CrÈChes

30 September 2010 is the termination date for the scheme 
that permitted capital allowances for buildings used as 
childcare facilities. Finance Act 2010 included transitional 
measures, which apply to buildings in the pipeline and 
may in some circumstances extend the availability of the 
scheme until 31 March 2012. Extending the termination 
date is only possible if the following conditions are 
satisfi ed:

l  A termination date of 31 March 2011 applies where 
the work to be carried out does not require planning 
permission and at least 30% of the total construction, 
conversion or refurbishment costs have been incurred 
on or before 30 September 2010.

l  A termination date of 31 March 2012 applies where 
planning permission is required for the work, a 
planning application has been submitted

 and acknowledged in writing by the
 planning authority on or before
 30 September 2010 and the
 planning application
 is not invalid.

While Revenue may be calling time
on the capital allowance scheme,
it is clear that there is still life
in the scheme for anyone who
can act fast enough to fulfi l
the criteria pre- 30 September
2010.
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The value of most assets has fallen 
dramatically in the last eighteen months –
for most of us this is bad news, however,
if you are considering transferring wealth
to the next generation it is good news.

Passing assets on to the next generation either on death or by 
gift can trigger the following taxes: Capital Acquisitions Tax (CAT), 
Capital Gains Tax (CGT) and Stamp Duty (SD). We will explore the tax 
implications of CAT in this issue and do a follow-up article covering 
CGT and SD matters in the next issue.

CAT is charged to the person receiving the benefit. It is calculated 
on the value of the benefit less any liabilities or costs paid by the 
beneficiary at a rate of 25%; therefore, transferring an asset while 
values are low will automatically trigger a reduced tax liability. Given 
the current difficult trading conditions the younger generation may 
benefit from having the asset sooner rather than later to generate 
an income or to help finance a new venture.

Depending on what assets are being transferred, the transaction 
may qualify for an exemption or relief from CAT. Under current 
Revenue legislation each individual has three lifetime class 
thresholds for CAT, dependent on their relationship with the 
donor. Where the benefit does not exceed the threshold, no CAT is 
charged. For example, children of a donor have a lifetime threshold 
of €414,799; to that end they can receive gifts or inheritances from 
their parents not exceeding €414,799 during their lifetime tax free. 
Also a parent can transfer a site with a market value of less than 
€500,000 to enable the child to build a principal private residence 
without triggering CAT. 

Agricultural Relief, applicable to agricultural land and buildings, can 
reduce a CAT charge by 90%. A similar relief from CAT is available on 
the transfer of a business. The transfer of a dwelling house may be 
totally exempt from CAT provided that both the donor and the donee 
satisfy certain conditions.

While availing of the decreased values to reduce CAT will profit 
the beneficiaries, it is worthwhile noting that once the asset is 
transferred to them it is gone from your portfolio. Therefore, it is 
vital to assess your own cash flow for the future in order to protect 
your income in years to come. You could retain a life interest in the 
asset to ensure your future income and financial security is not 
jeopardised.

Passing on wealth is a complex issue and should not be driven solely 
by tax. The main concern is that the final result will service the 
overall needs of the family in the future.

Falling
ProPerty
values
 – an uPside?
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business briefs >

good news For Cash Flow ConCerns

Two of Ireland’s largest independent invoice fi nancing 
companies, Bibby Financial Services and Close Invoice 
Finance, recently unveiled separate funds totalling 
€150 million to help Irish small businesses free up 
credit without resorting to bank loans or overdrafts. 
Invoice fi nancing allows companies to raise cash 
against their sales ledger, mitigating some of the 
cash fl ow problems that affect small businesses as 
payment terms get longer.

BanKs helP sMes Move to BlaCK

Allied Irish Banks will set up a new €500 million fund 
to increase the fl ow of credit to small businesses. 
The new fund, intended to increase the fl ow of credit 
to SMEs, is part of the bank’s plans following the 
governments €3.5 billion recapitalisation of AIB.
Meanwhile, recent reports suggest that the current 
account balances of small and medium business 
customers at the two main banks are beginning to 
improve. More small fi rms are moving into the black 
in 2010 in comparison to last year, according to AIB 
and Bank of Ireland. This is a sign that businesses are 
beginning to experience the positive change in larger 
economic trends. Bank of Ireland confi rmed recently 
that it has €1 billion in unused overdraft facilities 
among its customers. The reason for this is thought to 
be that small businesses were ‘still bobbing along the 
bottom’ and not keen to borrow for expansion yet.

seed CaPital CoMPetition

Irish entrepreneurs could get a huge cash boost for 
their businesses thanks to a prize fund of €280,000 
being offered by InterTradeIreland’s 2010 All-Island 
Seedcorn Business Competition.  The competition 
is the largest in Ireland in terms of the prize fund 
available and in the past has helped give fl edgling fi rms 
a ‘lift-off’. As well as offering fantastic cash incentives 
Seedcorn provides invaluable support and advice from 
some of the island’s top investment experts, and the 
competition mimics a real venture capital investment 
process.  Winners are selected in each category in 
each of the regions and will be asked to make their 
presentation again to a separate panel of judges at the 
fi nal in Belfast on Tuesday 30 November 2010.  The 
panel will then select the overall all-island winner in 
each category.  More information is available at
www.intertradeireland.com. 

aCtivity rises in serviCes seCtor

Activity in Ireland’s services sector continued to rise in 
May but employment still remained weak, the latest NCB 
Purchasing Managers’ Index showed. The index rose to 
52.4 during the month, remaining above the 50 mark 
that separates growth from contraction. The rise follows 
a reading of 51 in April, the fi rst time activity increased 
in the sector in more than two years. The report noted 
that the only sector to post a decline in activity was 
transport and leisure, but this should be boosted by 
the weak euro in the coming months. However, whilst 
service sector employment remained below 50, at 46.8 
this is in contrast to the manufacturing index, which saw 
employment rise in May.

duBlin worst aFFeCted
By insolvenCies 

Company records show the rate of insolvencies has 
fallen for the third month in a row but the number 
of businesses shutting their doors for good is more 
than 25% higher this year than the same period in 
2009. Dublin faced the biggest struggle for trade, 
accounting for 40% of all failures. There have been 652 
insolvencies this year compared to 512 last year; with 
263 coming in Dublin. The sectors worst affected were: 
construction (28 last month and 194 so far this year); 
hospitality (17 in May with 83 since the New Year); 
manufacturing (14 last month and 51 for the year); and 
motor and transport (10 in May with 32 for the year). 
High rents continue to cause problems for retailers, 
although, the car scrappage scheme is helping to 
sustain the motor industry. 

Cross-Border r&d Fund
aCCePting aPPliCations

InterTradeIreland is inviting applications to a cross-
border innovation fund. Five grants worth up to 
€175,000 are up for grabs during the latest round of 
their INNOVA programme; the only all-island R&D 
scheme aimed at helping companies develop new 
products, processes or services. Funding is available 
for partnership projects involving businesses from 
Northern Ireland and the Republic, particularly 
smaller companies and fi rst time innovators. As well 
as receiving a much needed fi nancial fi llip, successful 
applicants also benefi t from ‘pooling their expertise 
and resources’ with another company, ensuring their 
innovative ideas are brought to market faster than if 
they were working alone.

against their sales ledger, mitigating some of the 
cash fl ow problems that affect small businesses as 
payment terms get longer.

BanKs helP sMes Move to BlaCK

Allied Irish Banks will set up a new €500 million fund 
to increase the fl ow of credit to small businesses. 
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Knowledge economy?
are we really a

It has become very popular to slag off politicians 
these days for all the trouble they have caused. 
We all know they spent too long being friendly 
to developers and bankers while ignoring us, 
the SMEers, who are the cornerstone of the 
economy. If they invested in us and encouraged the 
knowledge economy instead of the construction 
led economy all would be much better, right?

Well let’s look at that – just how prepared are we to work 
in the knowledge economy? We figure we are the new 
Scandinavians; a well-educated, well-paid population that is 
a leading nation of the world. Is this true? If almost 20% of us 
were not too busy building houses would we have been ready 
to put on the lab coat and start making some breakthroughs? 
Would we be ready to start selling some nice complex financial 
instruments or building cutting edge software? 

Just how ready is your business for a more sophisticated 
society? The main answer normally is: ‘Who cares? I’ve got a 
small local business and although I like to discuss the politics 
of the day, my customers are my customers and they are not 
for changing’. 

Well, the world is changing and our customers’ habits are 
changing. The days of an ad in the golden pages being enough 
are gone. We now compete with online competitors with low 
costs, and our customers are getting fussy as money is tighter. 
The days of ‘technology is too advanced for our customers’ are 
fast coming to an end according to recent stats from the CSO.

Business stats

l 83% of businesses have broadband, up from 43% in 2005.
l 96% use the internet.
l 85% of businesses now use internet banking.
l 65% have a website.
l  121% mobile penetration – businesses are mobile, with 

more mobile phones than people in the country.

Consumer stats

l  930,000 Irish people used online banking in 2009 and this 
number is rising rapidly.

l  1.7 million Irish people use the web to book flights and 
accommodation.

l  1.2 million had ordered goods or services online for private 
use.

l 1.5 million people use a computer every single day.
l 62% of all households are connected to the internet.

So, in short, we are moving online and onto our mobile. 
Let’s balance this with the fact that Ireland is still one of the 
countries with the lowest adoption of credit card payments 
amongst SMEs. Our customers are moving online and 
becoming more digital in their dealings but we are still chasing 
cheques. The cheque will be gone in 2016 – what will we do 
then? The implications are big, not just for getting paid but 
also for financing our business. It was all great fun dodging 
payment requests with ‘It’s in the post’ but what do you do 
when that excuse is gone? We are going to have to get paid 
faster to pay out faster

So back to those pesky politicians … what will they do to 
help us? They have promoted schemes such as innovation 
vouchers where businesses can get a grant of €5,000 to 
develop their businesses online, plus other similar supports in 
terms of training and guidance. The politicians could definitely 
do more but frankly it looks like this is where we need to help 
ourselves and each other as SMEs.

In most cases the solutions are small steps that are cheap 
enough to implement but we need to go and do it. It’s time 
to get knowledgeable about doing business in a Knowledge 
Economy.
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legal briefs >

new Civil PartnershiP rights

The Civil Partnership Bill continues to be passed through the 
Dáil and should be made law within the next few months. The 
Bill will put in place rights, obligations and protections for 
same-sex couples who register as civil partners, in line with 
Law Reform Commission recommendations. 

Once enacted it will establish a statutory civil partnership 
registration scheme for same-sex couples, together with a 
range of provisions to deal with such partnerships, including 
how they may be dissolved, etc.

It will also establish a redress scheme for opposite-sex 
and same-sex cohabiting couples who are not married or 
registered in a civil partnership. The redress scheme may be 
activated at the end of a relationship, whether by break-up or 
death, and allows a fi nancially dependent cohabitant to apply 
to court for certain remedies, including maintenance, property 
or pension adjustment orders, or provision from the estate 
of a deceased cohabitant. The Bill also allows for cohabitant 
agreements that deal with fi nancial affairs of cohabiting 
couples and allows couples to opt out of having the redress 
scheme applied to them.

It is likely that once enacted a great number of such couples 
will seek advise from practitioners on all the various legal and 
taxation matters involved.

Banning oF sunBeds For under 18s

The Minister for Health and Children has recently announced 
new legislation to ban use of sunbeds, and sale or hire of 
sunbeds to anyone under 18.  

The Public Health (Sunbeds) Bill is to be published shortly and 
put before the Dáil. The new laws will require warnings on 
sunbeds and will ban unsupervised facilities.
Practitioners with clients in this area should be giving 
advanced warning of these forthcoming changes.  

registration ProCess in PlaCe For 
nurses and Midwives 

The nurses and midwives Bill 2010 is being moved through 
the Oireachtas by the Health Minister to provide advanced 
regulation and registration processes for nurses and 
midwives and advanced nursing and midwifery practitioners. 
It will provide all the usual complaints and fi tness to practice 
regulations that other medical practitioners face. 

It also specifi cally provides that unregistered nurses and 
midwives may not practice nursing or midwifery or advertise 
that they practice that profession. It also protects the title of 
advanced nurse practitioner, advanced midwife practitioner, 
nurse practitioner and midwife practitioner. It prohibits a 
person from attending a woman in childbirth for payment, 
unless the person is a midwife with adequate indemnity 
insurance, a registered medical practitioner or a person 
undergoing training to be a medical practitioner, training as a 
midwife or undergoing training in obstetrics. 

law soCiety launChes inFo weBsite

The Law Society launched a new website, www.lawinfo.ie, 
for consumers on 1 June 2010. The site has been created 
to provide consumers with information and useful links on 
different areas of law and the legal system. It also includes a 
link to the Society’s very useful Find a Firm service.
For details see www.lawinfo.ie 

Money laundering and
terrorist FinanCing Bill 

The Criminal Justice (Money Laundering and Terrorist 
Financing) Bill 2009 is currently being passed through the 
fi nal stages in the Oireachtas and will shortly come into law.
It will bring signifi cant changes to existing legislation in line 
with EU Directives, including changes to defi nition of “criminal 
conduct” and widening the law to offences outside the State. 
When enacted it will also:-

l  Give Gardai and the District Court powers to prohibit any 
person for periods between 7 and 21 days carrying out  a 
service or transaction that may be shown to assist money 
laundering or terrorist fi nancing (e.g. a bank transfer or 
property transaction). 

l  Clarify the defi nition of “designated person” to include 
an auditor, external accountant or tax adviser, a relevant 
independent legal professional, a trust or company 
service provider, a property service provider, a person 
who directs a private members club at which gambling 
activities are carried out (casino), a person trading in 
goods in respect of transactions involving the receipt of 
cash of at least €15,000 and others.

l  Provide for how trust and company service provider are to 
be authorised.

l  Force directors of Private Members Clubs (unlicensed 
casinos) to register with the Minister for Justice. Failure 
to register will be an offence.

l  Set out the meaning of “benefi cial owner” to also include 
anyone with a 25% controlling interest in a partnership or 
trust, or an Executor of a deceased’s estate.

l  Provide for Customer Due Diligence and allows for a 
simplifi ed system in low risk situations.

Designated persons will require as soon as the Act is passed 
to signifi cantly revise how conduct assessment for money 
laundering in their respective businesses. Private members 
club directors and those running trust and company service 
provider business will need put in place risk assessment 
processes on new and existing customers.  
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This Newsletter is intended to provide a general guide to the subject matter and is necessarily in a condensed form. Advice should be taken before acting on information in it.

Not only does it enable effective 
decision making, it also helps to give 
the small business owner a hands-on 
approach to their business by having 
easy access to all their company 
information at the touch of a button. 
This can mean the difference between 
success and failure for a new start-up 
business. But it’s not only the start-up 
businesses that require accounting 
software packages, many established 
businesses would run more effi ciently 
and effectively if they were using a time 
saving accounts package. 

There are numerous features of 
accounting software that make it an 
invaluable tool for business owners. The 
benefi ts of using software, such as Big 
Red Book or SAP, are: you are able to 
issue invoices on time to customers in 
one quick and easy step; you can lodge 
receipts and keep track of cheques 
written and track them right through to 
your bank account; you can keep track 
of direct debits into your bank accounts; 
and you can perform regular bank 
reconciliations to keep on top of money 
in and out. Not only can you keep track 
of VAT, you can do your VAT returns 
at the touch of a button. You can keep 

track of stock items and prices of stock, 
which can be broken down into cost 
prices and varying price levels.

Once you have your basic transactions 
recorded in the system you have easy 
access to all your company’s fi nancial 
data and so can see the profi t and 
loss fi gures for your business at any 
stage. There is a wealth of reports 
that can be interrogated to analyse 
your businesses’ performance and 
to help you keep track of debtors and 
creditors. The reporting capabilities 
of most accounting software systems 
are invaluable to business owners as 
they contain real information on the 
business performance. Any business 
owner still operating on a manual 
system is not giving themselves the 
upper hand in their business dealings.
It is surprising how many small 
businesses today still operate off old 
paper receipts and delivery dockets with 
a handwritten list of people that haven’t 
paid an invoice, etc. If a customer rings 
up and you don’t have easy access to 
their previous account history it is often 
too time consuming to fi nd the fi le 
with their information. This can lead to 
deals being made purely to avoid the 

embarrassment of not remembering 
previous orders or conversations 
with individual customers. With a 
computerised system you simply select 
your customer details and see all the 
previous transactions on their account. 
Some software allows you to go that bit 
further with a Customer Relationship 
Management (CRM) module, which 
allows you to record other information 
about customers such as a log of all 
calls made to that customer and all 
correspondence sent by email or post 
to that customer. These systems help 
fi ne-tune the management capabilities 
within a business.

Todays business owners need to be 
on top of their accounts and, at a 
minimum, should be able to see exactly 
where their business stands fi nancially 
at any given time throughout the year 
and not just at their fi nancial year-end. 
It is far more useful for accountants to 
receive an organised set of data at the 
end of the year instead of a shoebox 
full of receipts! The tools to be effective 
and make the best decisions for your 
business are out there for you, you just 
need to make the decision to utilise 
them.

It is vital for small business owners to invest in Accounting/
Bookkeeping software to ensure they are keeping track of
the most important part of their business: the cash. 


