WRI TERS & ARTI STS EXEMPTI ON
Wiy was it brought in?

To encourage the devel opnent of art and culture in
Ireland. Only original work with an artistic or cultura
merit is exenpt.

Has it succeeded?

Yes. Ireland has a strong reputation for producing and
nurturing artistic talent in the areas of literature,
visual arts, scul pture, theatre and nusic. The nost
recent Bord Failte tourismmaterial calls Dublin a
‘culture capital’ and refers to the fact that it has
produced 4 Nobel Prize winners for Literature.

Wy should it be scrapped?

Because everyone shoul d pay incone tax.

Way should it be retained?

Because artists do pay incone tax and PRSI and al t hough
certain areas of their incone may be tax exenpt under the
current schene by no neans all of their incone is exenpt.

The incone streamfor artists and witers is erratic and
unpredi ctabl e and not easily adjusted for seasona

vari ati ons whi ch neans that annual assessnent is not
usually a fair nmethod of assessing inconme over a |onger
peri od.

Artists and witers thensel ves feel an enornous
responsibility towards the sectors which distribute their
work and are acutely aware that the livelihoods of people
in those sectors depend on them The exenption is, for
nost witers and artists, an acknow edgenent of that

fact.

What is the benefit to the econony if it is scrapped?

An as yet undeterm ned additional take to the tax net.

What is the benefit to the econony if it is retained?

e A continuing cultural and tourismlink to Ireland as
a destination where creativity is val ued.

e A donestic publishing sector which, supported by the
revenues accrued by higher-earning witers, is able
to continue to publish non-nmainstream works by



| esser known writers thus enhancing our cultura
reput ati on

A donestic print sector which is supported by
domesti c publishers

Enpl oynment in both of those sectors remaining at
current levels if not increasing. Over the past 3
years two overseas publishers have al so set up
busi ness in Ireland because of the tal ent pool of
creative witers here

What are the benefits to witers and artists if the
exenption is scrapped?

The nedia will stop calling them spongers and threatening
to ‘reveal’ themas though they were availing of a tax
| oophol e instead of a legitinmate relief.

VWhat are the specific benefits to witers if the
exenption is retained?

The know edge that they do not have to sell mllions
of books to be able to earn a living witing them A
witer earns an average of 45 cent per book
publ i shed.

All witers are self-enployed people. Their incone
derives solely fromtheir creative talents and they
therefore rely conpletely on their own ingenuity and
creativity to earn their living. They do not receive
hol i days or tinme off or sick pay. The exenption
hel ps to recogni se this.

Most witers have second careers as they do not earn
enough fromwiting to support thenselves. Retaining
t he exenption neans that incone fromwiting is not
added to other inconme thus pushing sonmeone into a

hi gher tax bracket. It acknow edges the huge anpunt
of personal tine already spent by witers in
perfecting their craft. Those who earn their |iving
solely fromwiting are aware of how precarious
their incone is.

How do witers earn noney?

Witers receive paynent for their work in two ways:

By advances against royalties and then royalties
after the work i s published

By royalties after the work is published with no
advance paynent



Since it can take anything from6 nonths to 5 years (and
sonetimes even longer) to produce a novel the witer’s
stream of incone can be erratic. If, after the novel is

publ i shed, it does not sell particularly well, the stream
of incone can be mnimal. Even if the novel does sel

wel |, the proportion of the proceeds generated whi ch goes
to the witer is extrenely small. Advances agai nst

royalties, while given at the start of the witing
process, nmay take over ten years to ‘earn out’. Therefore
noney given at the beginning of the process nay be

anorti sed over a considerable period of tine follow ng

t hat .

Case Study

A novelist signs a contract for 2 books. The value of the
contract is €100,000 (generally reported in the press as
a ‘six figure sumwhich can lead the reader to assune a
much greater value!) but certainly a reasonable sumin
nost people’s eyes. This is therefore a contract worth
€50, 000 per book.

The standard terns of the contract are: 1/5 of the
contract price paid on signing, 1/5 on acceptance of the
first manuscript, 1/5 on publication of first book, 1/5
on acceptance of second manuscript, 1/5 on publication of
second book. Therefore the witer is going to be paid in
tranches of €20, 000.

On 1 January Year 1 she receives €20, 000.

On 1 Decenber Year 1 the manuscript is accepted for
publ i cati on and she receives anot her €20, 000.

On 1 January Year 2 the publishers confirm publication
date for Year 3. The author receives no incone in Year 2.
On 1 January Year 3 author receives the third tranche of
€20, 000.

On 1 January Year 4 she delivers the second manuscri pt
and receives €20, 000

On 1 January Year 5 she receives the final €20,000 when
the second book is published.

So she has received €40,000 in Year 1, €0 in Year 2,
€20,000 in Year 3, €20,000 in Year 4 and €20,000 in year
5.

The average industrial wage is €27,000 which, over five
years, equals €135,000 which is higher than the witer
has recei ved.

If the books do not sell enough to cover the cost of the
advance, the witer nmay have to return the unearned
advance (if the publisher decides not to reprint the
book) or it may be set against the next contract (if any)
or it may continue to be set against royalties for the
lifetime of the printing of the book.



O course the worker on the average industrial wage is
payi ng i ncone tax and PRSI

The witer is also paying PRSI. However she does not have
pai d holidays or sick |eave entitlenents as the worker
does and she is acutely aware that it is her own
creativity that is paying the bills. If, for sone reason
she is unable to wite, she will not earn any noney. If
she m sses a deadline she may have to return a portion of
t he advance (although if the exenption is abolished she
have paid tax on noney that she no | onger has.) She also
has to engage in careful financial planning so that she
has income to live on in Year 2 when she receives no
inconme at all. She is also aware that to ‘earn out’ the
advance the book will need to sell over 100,000 copies
over the lifetime of its print run.

It is, of course, possible that publication happens nore
qui ckly and that the incone stream above coul d be
concentrated into a shorter tinme frane. In this case the
witer could receive the total contract value of €100, 000
in 3 years which would be a better outcone. Equally,
because of the time it takes to wite or issues within

t he publishing industry, the 5 year stretch could turn
out to be even longer. Thus it is difficult for the
witer to be assured of a certain incone |evel each year
There may be one very good year followed by two | ean
ones. In which case howw Il the tax authorities treat an
annual inconme of €50,000 followed by two years of no
income at all? The witer can hardly be considered as
bei ng ‘unenpl oyed’ during that period since there is a
contract in place but her resources will be very limted.

There is also the situation where the witer does not
recei ve any advance and therefore does not receive any
noney until after the book is published. Publishers pay
royalties 6 nonths in arrears and so, having spent a year
witing the book and perhaps a further year while it is
with the publisher, it wll be another six nonths before
the witer sees any noney. In this case can the witer
set the nonies then received agai nst the years of
actual ly working on the book when she wasn’t getting any
I ncone?

This is why witers like the exenption. At |east they
know t hat when the receive the noney it is theirs to
spend wi thout having to engage in conplicated tax

pl anni ng procedures to anortise their incone over the
time spent witing the book (and possibly receiving no
i nconme) and the period of time when the book is being
sold and thus generating income. They do not have to
spend tine assessing how nuch noney they spend on
utilities and other expenditure that can be offset

agai nst their eventual taxable incone.

VWhat inpact will scrapping the exenption have on witers?



e |[f nost witers are al so PAYE workers and i nconme
fromtheir artistic work is added to that, then
there is very little incentive to wite anything
since the return for the effort involved is sinply
not worth it.

e For higher earning witers, it wll be necessary to
engage in nore detailed tax planning and contract
negotiations to take account of the resources
expended in supporting witing at hone and
attenpting to snooth their income over a nunber of
years. The possible introduction of a cap on exenpt
earnings will probably only leave a witer nore in
the firing line of nedia intrusion; because to have
any inpact it would have to be set at a high | evel
whi ch woul d probably generate further dissent from
t hose who do not believe the exenption is worthwhile
in the first place. Additionally, there would have
to be clarification with regard to the years when
income is below the | evel of the cap agai nst years
when i ncone exceeds it. Can one be offset against
the other? If not, this is unfair. If so, it is very
conpl i cat ed.

e For those extrenely highly paid witers and artists
who al ready have expert tax planning advice the
choice will be to relocate as other high-incone
i ndi vi dual s and entrepreneurs have done before.

Concl usi on

e This exenption was not brought in to help
“struggling’ artists. It was brought in to encourage
the arts. It has achieved this. Scrapping it wll
bring in limted incone to the exchequer and w ||
al i enate those people for whomit has been a rea
benefit.

e Mire work needs to be done on the actual cost of
this exenption to the exchequer at the nonent, the
likely increase in tax to the exchequer in the
future and the ramfications for the artists
concerned were the schene to be changed. It is not
reasonabl e to make i nmedi ate changes based on no
i nformati on.

e If it is concluded that the benefits of scrapping
t he exenption outweigh the nerits of keeping it,
then a detailed consultation with the rel evant
representative bodi es should take place before any
changes are nmade.

e At the very least, alead in period of 3 to 5 years
shoul d be put in place to enable artists and witers
to plan their tax affairs for the future, as nany



wi |l have comm tnents and out goi ngs based on a | evel
of incone which would be unrealistic in a different
taxati on environnent.

Shei |l a O Fl anagan
(Personal details renoved)



