Emma Cunningham
Assistant Secretary
Tax Division
Department of Finance
Government Buildings
Upper Merrion Street
Dublin 2,D02 R583

25 June 2021
Re: Tax relief on the purchase of spectrum

Dear Ms. Cunningham,

I hope my correspondence finds you well, and that you and your family are staying safe and well. If I could in the
first instance take the opportunity to congratulate you on your appointment as Assistant Secretary. | wanted to
to write to you regarding the unavailability of tax relief on the purchase of spectrum. We previously met with and
discussed this topic with your colleagues John Hogan and Deirdre Donaghy last year.

COVID-19 has vividly demonstrated the importance of connectivity. Vodafone has worked tirelessly with
governments, public services and businesses large and small, as well as supporting our retail customers, to
deliver the vital connectivity we’ve all needed. With this in mind, we see our role as working in partnership with
policymakers and Government to support the economic recovery and long-term societal resilience. We
recognise the constraints on public finances, and the role the deployment of digital infrastructure and
connectivity will play in creating employment, reopening economic sectors.

We were first to launch 5Gin 2019 and will be rolling out a targeted rollout programme nationwide, intensively
over the period 2020-2024 across our full network, requiring signficant capital investment and acquisition of new
spectrum (with an upcoming auction being planned by ComReg during the second half of 2021).

We had previously discussed concerns regarding the unavailability of tax relief under existing Irish tax legislation
for capital expenditure incurred on the cost of acquiring spectrum licenses. Ireland would seem to be an outlier
in its tax policy position, which is at odds with that adopted by the UK, Germany, Spain, Italy and the Netherlands.
We are unaware of any other industry in Ireland where a tax deduction is prohibited for such an important
intangible asset.

Tax deductibility of the license fee
We have been advised that under general Irish tax rules, the annual amortization charge within the Accounts, in
relation to this capital expenditure would not be deductible for corporation tax purposes.

It is necessary therefore to consider whether any specific Irish tax provision (in relation to capital allowances for
capital expenditure) might be applicable.

i.) Plant and machinery
The spectrum license would not be regarded as plant or machinery for tax purposes.
ii) Transmission Capacity Rights (Part 29, Chapter 4, TCA 1997)
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These provisions provide for an annual allowance for capital expenditure incurred on the purchase of ‘Capacity
Rights’with the allowance available over a period of 7 years or the period over which the rights are granted, (if
longer than 7 years).

This legislation was first introduced in Finance Act 2000. The term “Capacity Rights”is defined as ‘the right to use
wired, radio or optical transmissions paths for the transfer of voice, data or information’.

It was previously accepted by both Revenue and the Department of Finance that Telecom licences (and
specifically the 3G licence) would fall within the meaning of ‘Capacity Rights’ As a result, annual allowances
were available in relation to capital expenditure incurred on the 3G licence fee previously paid to the Commission
for Communications Regulation.

Unhelpfully, however, a legislative amendment was introduced in Finance Act 2003, which specifically provided
that capital expenditure incurred on or after February 6%, 2003 consisting of ‘@ licence fee or other payment paid
to the Commission for Communications Regulation in respect of a licence...under the Wireless Telegraphy Acts
7926 — 71988 would be excluded’.

Comparison with other EU countries

As mentioned above, tax relief is available for the cost of acquiring telecom licenses in all of the other EU
countries where 3G, 4G and 5G services are provided. For example, in the UK and the Netherlands a deduction is
allowed for the annual amortisation amount (of the licence cost) recognized in the profit and loss account. For
the UK, this relief is provided for under the UK’s intangible assets regime. In the case of Italy, Germany and Spain
the spectrum license costs are amortized over the life of the asset and are deductible for tax purposes. Vodafone
at a Group level is concerned at Ireland’s outlier status in this regard, as it is unhelpful and can impact on capital
allocation decisions for Ireland, which can have a bearing on the rollout of digital and networks infrastructure.

Request

In view of the above, we would be grateful if you would take time to consider a potential legislative amendment
in the next Finance Bill, which would permit a tax deduction for the cost of acquiring the spectrum licenses (over
the life of the license). This would bring the tax treatment for the cost of this important business intangible in
line with other industries in Ireland and also in line with other EU countries. The value of the tax relief on
spectrum expenditure to Vodafone Ireland is that it will support acceleration by us of the spectrum, to expand our
network and the provision of essential connectivity to the public, our critical services and business across the
country.

| would welcome the opportunity to meet virtually to discuss this in more detail. If you would like to schedule a
meeting, pplease do not hesitate to contact my colleague Rob Marshall on robert.marshall1@vodafone.com or
087 647 8542.

Yours sincerely

Liam O’Brien
Director of Strategy and External Affairs
Vodafone Ireland Limited
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CC: Deirdre Donaghy, Principal Officer, Tax Division, Department of Finance
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