
AN B1LLE AIRGEADAIS, 1961. 
FINANCE BILL, 1961.

EXPLANATORY MEMORANDUM.

PART I.
Income Tax.

Section 1 imposes Income Tax and Sur-tax for the current year 
and continues previous enactments. The proposed rate of Income 
Tax for 1961-62 is 6s. 4d. in the £ compared with a rate of 7s. Od. 
in the £ for 1960-61. The section also charges Sur-tax for 1961-62 
on incomes in excess of £2,500 at the same rates as the altered 
rates fixed for 1960-61 by Section 2 of the Bill.

Section 2 alters the charge to Sur-tax for 1960-61 which is 
payable on or before 1st January, 1962, by raising the starting 
point from £2,000 to £2,500 and by introducing revised rates in 
place of those imposed by Section 1 (2) of the Finance Act, 1960. 
There will now be only three rates (viz. 2s. 6d., 5s. Od. and 7s. fid.) 
as compared with the eight rates hitherto in force.

Section 3 raises the income limit for purposes of Earned Income 
Relief from £1,800 to £2,000, so that the maximum allowance will 
now amount to £500 instead of £450.

Section 4 provides for the granting of Housekeeper Allowance 
to a man, separated from his wife and not maintaining her, who 
employs a housekeeper to look after a child in respect of whom 
Child Allowance is granted. Under existing law such a person 
does not qualify either for the Married Allowance or for House
keeper Allowance.

Section 5 raises the income limit for purposes of the Dependent 
Relative Allowance from £80 to £110.

Section 6 provides that, as from 1961-62, Corporation Profits 
Tax paid shall not be a deduction in computing a company’s 
profits for Income Tax.

Section 7 extends to open-cast mining, as regards expenditure 
incurred on or after the 6th April, 19(50, on any of the minerals 
scheduled to the Minerals Development Act, 1940, the mine 
development allowances available under Section 6 of the Finance 
Act, 1946. The section is further designed to obviate the possibility 
of a double benefit being obtained in certain circumstances where 
a company is entitled to mine development allowances and in 
addition may claim complete or partial exemption from tax under 
the Finance (Profits of Certain Mines) (Temporary Relief from 
Taxation) Act, 1956, or Part II of the Finance (Miscellaneous 
Provisions) Act, 1956.

Section 8 provides for the granting of life assurance relief in 
certain cases in which relief is not allowable under existing law. 
It is concerned with persons who have come to reside in this 
country and are paying premiums on life policies with foreign 
companies effected by them while they were resident abroad.

Section 9 secures that the proportion of a contribution paid 
by an employee, or by a voluntary contributor, under the Social 
Welfare Acts wrhich is attributable to Widow’s Pension, Orphan’s 
Allowance and Old Age Pension shall be allowed as a deduction 
for purposes of Income Tax. It also provides that these benefits 
will be regarded as earned income for the same purposes.



Section 10 provides that a taxpayer from whose remuneration 
Income Tax is deductible, under Pay As You Earn or otherwise, 
may elect that his Sur-tax be similarly deducted.

Section 11 empowers an Inspector of Taxes to obtain a return 
of total income on a previous year’s basis to serve for both Income 
Tax and Sur-tax. An annual return in the new form will normally 
be the only return the taxpayer will be called upon to make.

PART II.
Customs & Excise.

Section 12 provides for increases in the rates of customs and 
excise duties on unmanufactured tobacco and in the customs duties 
on manufactured tobacco. The main rate of duty on unmanu
factured tobacco is increased by Is. 9d. per lb., from £2 7s. 10£d. 
to £2 9s. 7£d.

Section 13 extends from four to six years the waiting period 
before increases in census population figures affect liability to 
duty of entertainments in rural areas.

Section 14 empowers the Minister for Finance to make 
regulations providing for the temporary importation of motor 
vehicles free of customs duty and quota restriction and includes 
a penalty clause for any contravention of such regulations.

Section 15 relates to the rates of duty payable on vehicles 
generally known as “ dumpers ” and “ fork lift trucks The 
Section substitutes for the existing rates of duty, varying from 
£20 to £94, for “ dumpers ” a rate of £5 per cubic yard capacity 
loaded, subject to a maximum of £20. In the case of “ fork lift 
trucks ”, it removes doubts by confirming the present basis, £1 
per horsepower, on which duty is ordinarily charged.

Section 16 provides that, where a driving licence is taken out 
for a period of longer than a year, the duty of £1 a year shall be 
increased accordingly. It also enables repayment of duty to be 
made where unexpired licences are surrendered.

Section 17 confirms two Orders made under the Imposition of 
Duties Act, 1957. These Orders provided for abolition of the 
remaining Special Import Levies and their replacement by new 
or amended permanent duties, including a consolidated and simpli
fied customs duty on motor vehicles, parts and accessories.

PART III.
Death Duties.

Section 18 defines “ disposition ” for the purpose of this Part 
of the Bill.

Section 19 and the Second Schedule introduce a new table of 
rates of Estate Duty to come into force in the case of persons 
dying after the passing of the Bill. The existing 3 per cent, rate 
applicable to estates between £5,000 and £7,500 is replaced by 
1 per cent, for estates between £5,000 and £6,000 and 2 per cent, 
for estates between £6,000 and £7,000. The 3 per cent, rate will in 
future apply to estates between £7,000 and £8,000. The 4 per 
cent, rate, which now operates between £7,500 and £10,000 will 
take effect between £8,000 and £10,000. The rates of duty 
applicable to estates exceeding £100,000, which at present range 
from 41 to 53 per cent., are reduced to 40 per cent.
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Section 20 exempts from Estate Duty property which passes 
or is deemed to pass on a death and which is the subject matter 
of a gift to the State. It limits the exemption to the period during 
which the property is held for the public benefit and provides for 
the levying and collection of duty if the property should cease 
to be so held.

Section 21 is designed to combat certain tax avoidance schemes 
in relation to gifts inter vivos and releases of life-interests taking 
place within three years of the death of the person effecting them.

One device takes advantage of the fact that property has to be 
valued for Estate Duty purposes as at the date of death. The 
device as practised in relation to gifts inter vivos may take the 
form of a gift of short-dated securities. If they are redeemed 
before the donor’s death the subject matter of the gift, namely 
the securities, no longer exists at the date of death and therefore 
cannot be valued for Estate Duty purposes. The recipient has 
instead the redemption moneys which, not being the subject 
matter of the gift, are not liable to duty. The present section 
makes the date of gift, instead of the date of the donor’s death, 
the date for valuation of gifts inter vivos. In the case of settled 
property where a release of life-interest is contemplated the trust 
funds could, prior to the release, be invested in short-dated 
securities and the section also covers this.

It deals in addition with another contrivance which may be 
illustrated by the following example. A father, who possesses a 
house and £3,000. makes a gift of the house to his son. He then 
buys back the house for its full market value which is, say, £3,000. 
He dies within three years. The house passes as part of his assets, 
because he owned it at the date of his death, and is taxable as 
such. In view of Section 7 (10) of the Finance Act, 1894, the 
house cannot be taxed also as an inter vivos gift. Thus the house 
can be taxed once only and having regard to Section 3 of the 
Finance Act, 1894, the money paid by the donor to his son cannot 
be taxed as a gift, since the son gave full value, namely, the 
house, for it. Therefore, the £3,000 cash escapes taxation. The 
proposed section provides that an amount equivalent to the value 
given on re-purchase of the gift shall be taxable as a gift inter vivos.

Section 22. Section 30 of the Finance Act, 1941, provides that 
settled property will remain liable to Estate Duty, notwithstand
ing its release from trust, if the life-tenant dies within three years 
of the release. Doubts have arisen in this regard as to the 
accountability of the trustees in cases where (a) part only of the 
property having been released from trust, the settlement con
tinues but new trustees have been appointed subsequent to the 
release or (b) the settlement is ended and, accordingly, the trustees 
have ceased to act prior to the date on which the claim for duty 
arose. The present section removes these doubts; but trustees will 
be accountable only to the extent of the property comprised in the 
settlement after the passing of the Bill.

Section 23. Under existing law there are three classes of pro
perty each of which may, for Estate Duty purposes, form an 
estate by itself and so escape aggregation (that is, being added 
together to form one estate). These classes of property are (1) 
unsettled property (2) property settled by the deceased during 
his lifetime and (3) property settled by somebody other than the 
deceased. It follows, therefore, that an estate may be subdivided 
in such a manner that £15,000 may escape Estate Duty, i.e., into 
three blocks of property corresponding to the three specified 
classes and none of them exceeding in value £5,000 (the exemption 
margin). The present section coupled with the repeal of Section 
24 (1) of the Finance Act, 1960, by Section 34 of the Bill will 
reduce this excessive advantage by removing the restriction on 
the aggregation of properties in classes (1) and (2) above, while 
retaining the existing exemption limit of £5,000 for Legacy and 
Succession Duties.
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Section 24 avoids multiple claims for duty on property to which 
Section 33 of the Wills Act, 1837, applies. The operation of that 
section may be exemplified by a case in which a testator bequeaths 
a legacy to his son who, however, predeceases the testator but 
leaves issue living at the testator’s death. The legacy would fail 
but for Section 33 which provides that it shall have effect as if 
the son had died immediately after the testator. Duty would be 
at present payable on this legacy in connection with the son’s 
death and in connection with the testator’s. The proposed section 
would eliminate the claim arising on the son’s death.

Section 25 mitigates the charge to Estate Duty where gifts are 
made more than three years before the donor’s death but the 
donor reserves or acquires some right or interest, for example, 
a right of residence and maintenance, in relation to the gift. The 
entire value of such gifts is at present liable to Estate Duty. The 
effect of the proposed section will be to limit the charge of Estate 
Duty to the benefit accruing to the recipient of the gift on the 
cesser of the right or interest reserved or acquired. The section 
contains analogous provisions regarding the release of a limited 
interest in settled property where, in connection with the release, 
some right, for example, a life annuity, is reserved or acquired 
by the owner of the interest.

PART IV.
Stamp Duties.

Section 26 provides, with effect from the 1st August, 1961, for 
the abolition of the Stamp Duty on receipts for amounts of £2 
and upwards, and for the termination of certain agreements under 
which composition was paid in lieu of such duty.

Section 27 relieves from ad valorem Stamp Duty mortgages 
and similar securities given by subsidiary companies to their 
parent companies.

Section 28 terminates the ad valorem Stamp Duty on certain 
bills of exchange and promissory notes, and provides instead a 
flat duty on all bills of exchange, including cheques, and on all 
promissory notes. The flat duty will be threepence in the case of 
documents drawn within the State and twopence in other cases.

Section 29 deals with the Stamp Duty of 25 per cent, on 
conveyances and transfers of lands to non-nationals.

The availability for purchase of Irish companies incorporated 
before 1947 provides non-nationals with a means of avoiding this 
duty by acquiring land through such companies. This loophole 
is closed, with effect from Budget Day, by providing that all 
companies, whether incorporated before or after 1947, must pay 
the higher duty unless they can show that a majority interest in 
the share capital is in the beneficial ownership of Irish citizens.

There is provision for heavy penalties against persons who 
make false statements or declarations in order to evade payment 
of the duty.

The section removes all urban land from the scope of the 25 
per cent. duty. In relation to other land it continues the relief 
for small residential properties and for land acquired for 
industrial purposes. In the latter case, however, a safeguard is 
introduced against possible abuses of the relief.

There is also provision to enable the Minister for Finance to 
authorise relief in any case on the recommendation of the Land 
Commission.

The section directs the Revenue Commissioners to furnish the 
Land Commission with particulars of all cases coming to notice 
where land is acquired by non-nationals.

The section, except that part of it which relates to pre-1947 
companies, will have effect from the 1st August, 1961.
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Section 30. Existing legislation provides for the application of 
the 25 per cent. Stamp Duty to certain leases of land in the same 
way as it applies to conveyances and transfers on sale. This section 
carries out in relation to such leases amendments of the law 
similar to those contained in Section 29 in relation to conveyances 
and transfers.

PART V.

Miscellaneous and General.

Section 31 relates to the Capital Services Redemption Account. 
The section is in the same form as in previous years and its 
purpose is—

(a) to adjust the provisional annuity for 30 years fixed last
year by reference to the estimated expenditure on 
voted capital services in 1960/61; and

(b) to fix provisionally a new annuity for 30 years in respect
of the estimated expenditure in 1961-62 on voted 
capital services.

Section 32 removes the restriction which at present prevents 
the Bank of Ireland from making advances or loans to the 
Minister for Finance without the consent of the Oireachtas. The 
restriction does not apply to any bank other than the Bank of

Section 33 applies to all claims for “ exports ” relief the pro
visions of Section 30 of the Finance Act, 1960, which was designed 
to prevent abuse of “ exports ” relief under that Act.

Sections 34, 35 and 36 are self-explanatory. It should be noted, 
however, that the effect of the repeal, by Section 34, of Section 
22 of the Finance Act, 1924, is to abolish as from 1st August next 
the duty known as customs entry duty thereby relieving importers 
of the obligation to affix 6d. stamps to certain customs entries.

An Roinn Airgeadais. 
Bealtaine, 1961.
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