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AN BILLE AIRGEADAIS, 1965 
FINANCE BILL, 1965

EXPLANATORY MEMORANDUM

PART I 

Income Tax

Section 1 imposes Income Tax and Sur-tax for 1965-66 and con
tinues previous enactments.

Section 2 enables capital expenditure incurred on or after 
6 April, 1965, on scientific research relating to a trade to be 
written off in one year instead of in five years as prescribed by 
existing law.

Y\
Section 3 is concerned with meeting the requirements of the “ one 

taxpayer, one charge ” system. It enables separate assessments 
under Schedules A and B to be made on persons who are entitled 
to a share in property for the whole or a part of a year or who 
are entitled to the whole interest in property for only a part of a 
year. It also removes the existing power to distrain on property 
for tax due on it by a former occupier.

Section 4 provides that, in cases where at present the decision 
of the Special Commissioners in relation to Income Tax relief is 
final, the taxpayer will have the right to have his case reheard by 
the Circuit Court Judge and both the taxpayer and the Revenue 
will have a right of appeal, by way of case stated, to the High 
Court.

Section 5 empowers an inspector of taxes to admit a late appeal 
against an assessment where he is satisfied that there is a reason
able excuse for the delay in lodging it. This power is at present 
reserved to the Special Commissioners. Under the new provisions 
a person seeking admission of a late appeal is to apply in the first 
instance to the inspector; but, if the inspector refuses his applica
tion, he will still be entitled to have it considered by the Special 
Commissioners.

Section 6, which is concerned with Income Tax relief for export 
profits, implements a recommendation of the National Industrial 
Economic Council. Broadly, it secures that companies entitled to 
exports relief before 1965-66, instead of being restricted to a ten 
year period for relief at the 100 per cent, rate, will be able to 
claim relief at that rate for all years up to and including 1974-75, 
subject to a maximum of fifteen years relief. It also extends to 
1979-80 the period within which exports relief at the 100 per cent, 
rate will be available, where appropriate, so that, for example, a 
company whose first year of claim is 1970-71 will be entitled to a 
ten year period of full relief. Corresponding provision in relation 
to Corporation Profits Tax is made in section 30.



Section 7 extends the provisions of Miscellaneous Buie 7 of 
Schedule D so as to oblige a person entrusted with the payment in 
this country of interest or dividends derived from companies 
incorporated here but resident abroad to deduct Income Tax on 
payment and account for it to the Revenue Commissioners. The 
special provision in the Rule in relation to certain payments from 
Indian sources which is obsolete is being repealed.

Section 8 rectifies a drafting flaw in the provision in the Finance 
Act, 1924, requiring the submission to the Revenue Commissioners 
of returns of interest on Government and other securities paid 
without deduction of Income Tax.

Section 9 corrects a drafting defect in Rule (2) of Part II of the 
First Schedule to the Finance Act, 1929, so as to secure that income 
arising from foreign possessions which form part of the invest
ments of the foreign life assurance fund of an assurance company 
wTill be charged to Income Tax on the amount of the income re
mitted to this country and not on the full income arising.

PART n

Customs and Excise

Section 10 provides for increases in the rates of customs and 
excise duties and drawbacks on beer. The main rate of duty is 
increased by £1. 10. 3. per standard barrel, from £13. 6. 9. to 
£14. 17. 0.

Section 11 provides for increases in the rates of customs and 
excise duties on spirits. The main rates of duty are increased by 
14s. 9d. per proof gallon, from £9. 11. 2. to £10. 5. 11. per proof 
gallon on home-made spirits and from £11. 1. 2. to £11. 15. 11. 
per proof gallon on imported spirits. The rate of customs duty 
for whiskey wholly manufactured in Northern Ireland is also in
creased by 14s. 9d. per proof gallon, from £9. 11. 7. to £10. 6. 4. 
per proof gallon.

Section 12 provides for increases of 2ffcd. per gallon in the rates 
of customs and excise duties on hydrocarbon oils (such as petrol 
and diesel road fuel). The rate of repayment of duty on diesel 
road fuel used in passenger services is increased from 9d. per 
gallon to Is. per gallon. The rebates allowed on hydrocarbon oils 
(other than petrol) used otherwise than as road fuel are also 
increased by 2^d. per gallon so that such oils continue to be 
relieved completely from duty.

Section 13 provides for increases in the rates of the customs and 
excise duties on unmanufactured tobacco and of the customs duties 
on manufactured tobacco. The main rate of duty on unmanu
factured tobacco is increased by 5s. ll^d. per lb., from £3. 0. 0. to 
£3. 5. 11£. The rate of rebate for hard pressed tobacco is increased 
by Is. 4d. per lb., from £1. 2. 5. to £1. 3. 9. per lb.

Section 14 provides for an additional customs duty on wine of 
all classes at the rate of 5s. lOd. per gallon. The existing pre
ferential margins for Commonwealth and South African wines 
apply to the additional duty.
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Section 15 provides that the consent of the Minister for Industry 
and Commerce will be necessary before the Revenue Commissioners 
may admit goods without payment of duty under the general 
exemption for goods imported for further manufacture and subse
quent exportation (section 38 of the Finance Act, 1932).

Section 16 provides, with effect from 1 August, 1965, for in
creased rates of excise duty payable on pawnbrokers’ licences. The 
revision of the rates arises out of the enactment of the Pawn
brokers Act, 1964.

Section 17 provides for the abolition of quarterly or part 
quarterly licences on motor vehicles taxable at £3 per annum or 
less. This is part of a comprehensive scheme to spread vehicle 
licensing more evenly over the year.

PART III

Death Duties
\n

Section 18 is directed against avoidance devices involving the 
formation of companies to take over properties which would 
otherwise pass on death. Broadly speaking, the section will 
secure that the property transferred will be regarded as a gift to 
the company and, therefore, liable to duty if the transfer takes 
place within five years of death. In a case where the deceased 
survived for more than five years but was in receipt of income 
from the company as, say, a governing director, a slice of the 
assets proportionate to that income may be treated as passing on 
his death. The section also deals with the value, for duty pur
poses, of shares in a non-trading company and of a debt due to 
the deceased by the company.

This section and the succeeding sections of this Part of the 
Bill are governed by the normal appeal procedures for Estate 
Duty.

The provision for transition to the altered basis of charge for 
gifts inter vivos (section 24) will apply to this section and also, of 
course, to section 25.

Section 19 is concerned with avoidance of duty by means of dis
cretionary trusts. The section will, for Estate Duty purposes, 
treat a deceased person who was the beneficiary of a discretionary 
trust as having been entitled to an annuity equivalent to the 
average annual amount of all payments out of income made to him 
during the period of five years prior to the date of death and, 
accordingly, a claim for Estate Duty will arise in respect of the 
slice of the trust property represented by the annuity.

Section 20 assimilates the treatment of foreign immovable pro
perty to that of foreign movable property for Estate Duty pur
poses, thus making foreign immovable property liable to Estate 
Duty.
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Section 21 is concerned broadly with ensuring that a claim for 
Estate Duty will arise on the death of a life tenant who, after the 
passing of the Bill, terminates a settlement by acquiring, directly 
or indirectly, within five years of his death, the interest of the 
person or persons to whom the property would otherwise have 
passed under the terms of the settlement on the life tenant’s death.

Section 22 provides that death benefits payable under super
annuation schemes will in all cases be liable to Estate Duty except 
where the aggregate value of those benefits does not exceed £5,000 
and they are payable to the widow or dependent children of the 
deceased. This means, having regard to the general exemption for 
estates not exceeding £5,000, that, where this section applies and 
the deceased’s other property also does not exceed £5,000, no duty 
will be payable.

Section 23 is designed to ensure that property which was pro
vided by the deceased and which, under existing law, is regarded 
as property in which he never had an interest and is therefore 
non-aggregable, will in future be aggregated with the rest of the 
property passing on his death for the purpose of determining the 
rate of Estate Duty payable.

Section 24 extends from three years to five years prior to death 
the period within which liability to Estate Duty will arise in the 
case of gifts inter vivos and releases of interests in property. The 
section will have effect only in cases in which the deceased dies 
after the passing of the Bill and it will not apply where the gift 
was made or the release effected three years or more before the 
passing of the Bill.

The section raises the present exemption limit of £100 for gifts 
inter vivos to £500.

Section 25 confirms that the exemption from Estate Duty in 
relation to gifts in consideration of marriage is to be confined to 
gifts made to the parties to the marriage and to the issue of the 
marriage.

Section 26 provides for an abatement of any Estate Duty affect
ing the benefits passing to the widow or dependent children of the 
deceased. The abatement, which is limited to £150 in the case of 
the widow and £100 in the case of each dependent child, will 
operate where the estate does not exceed £15,000.

Section 27 abolishes the one per cent, rates of Legacy Duty and 
Succession Duty payable by a spouse, lineal ancestor or lineal 
descendant and the supplementary ten shillings per cent, rate of 
Succession Duty payable in certain cases.

PART IV 

Stamp Duties

Section 28 grants exemption from Capital Duty and Transfer 
Stamp Duty in cases where there is a scheme for the reconstruction 
or amalgamation of companies.
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PART y

Corporation Profits Tax

Section 29 continues for a further period of three years the 
exemption from Corporation Profits Tax hitherto enjoyed by cer
tain public utility companies, building societies and The Agricul
tural Credit Corporation, Ltd.

Section 30 is concerned with exports relief. It makes provision 
in relation to Corporation Profits Tax corresponding to that made 
as regards Income Tax by section 6 of the Bill.

Section 31 secures that section 14 of the Finance Act, 1944, 
under which the profits of a subsidiary company may, in certain 
circumstances, be treated as profits of the parent company for 
Corporation Profits Tax purposes, is not to apply in relation to 
any accounting period ending after 31 December, 1964.

Section 32 applies to Corporation Profits Tax the provisions of 
Part IX of the Finance Act, 1963, as amended by Pai t IX of 
the Bill which deals with the taxation of profits arising from let
tings of buildings and land.

PART VI
w , • *

Turnover Tax

Section 33 confirms the position regarding the liability of clubs 
to Turnover Tax on receipts from sales to their members.

Section 34 amends section 48 of the Finance Act, 1963, in a 
number of ways. The amendments may be summarised as 
follows:—

>(a) Persons who have not themselves carried on taxable activities 
but are legally entitled to receive moneys from such activities 
become liable, with effect from 12 May, 1965, to pay tax on the 
moneys they receive.

(6) Persons dealing mainly in goods obtained from untaxed 
sources are at present allowed to remain outside the scope of the 
tax provided that their sales do not exceed a limit of £250 a month. 
Persons providing services have an exemption limit of £100 a 
month only. With effect from 1 August, 1965, there will be a 
common exemption limit of £150 a month for both these categories.

(c) The exemption limit of £150 a month will apply to farmers 
and fishermen who sell their own produce by retail, with the proviso 
that they will remain exempt until their sales exceed £150 in each 
of two successive months.

Section 35 will bring within the scope of the tax, with effect 
from 1 August, 1965, all retail sales by farmers and fishermen of 
their own produce, subject to the relief provided by section 34 of 
the Bill.

Section 36 provides a right of appeal to the Special Commis
sioners for persons who admit their general accountability for 
tax but wish to dispute their liability to pay tax in respect of a 
particular activity.

Section 37 prescribes the procedures to be adopted in relation 
to Turnover Tax appeals.
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PART VII

Profits or Gains from Dealing in or Developing Land :
Income Tax and Sur-tax

Part VII deals with the taxation of builders’ profits and profits 
from speculative dealings in land. The new provisions will re
place those of section 6 of the Finance Act, 1935. Normal sales 
of agricultural land by one farmer to another are not affected 
by the new provisions.

Section 38 defines a number of expressions used in this Part 
of the Bill.

Section 39 extends the scope of the charge under Schedule D 
to embrace all profits arising from a business of dealing in or 
developing land. It also specifies certain classes of activities 
which are to be regarded as constituting such a business. If the 
business is carried on as a trade, or a part of a trade, the charge 
is to be under Case I of Schedule D, otherwise it is to be under 
Case VI of that Schedule.

Section 40 prescribes the manner in which the profits of a 
business of dealing in or developing land are to be computed where 
the business is a trade or a part of a trade. Broadly any interest 
in land acquired by the trader is to be treated as trading stock 
and where an interest in the land or a part of it is disposed of, 
such as where a lease or sublease is granted, the disposal is to be 
treated as a sale of trading stock; and any consideration, other 
than rent, for the disposal is to be taken into account as a trading 
receipt.

Section 41 is to the effect that the method of computation pre
scribed by section 40 in the case of a business of dealing in or 
developing land which falls to be regarded as a trade is, in general, 
to apply where the profits are chargeable under Case VI of 
Schedule D.

Section 42 is designed to prevent avoidance of liability by means 
of transactions between closely associated interests. It provides 
that, where, for example, a person carrying on a business of dealing 
in or developing land buys land at an artificially high price from 
a company which he controls, or sells land at an artificially low 
price to such a company, he is to be treated for tax purposes as 
having bought or sold the land at a price equal to its market value 
at the time of the transaction.

Section 43 is also an anti-avoidance measure.
If a company formed to erect a building sold the building in 

the ordinary way on its completion, the resultant profit would 
be taxable. If, however, effective control over the building were 
transferred to the prospective purchaser by the sale to him of 
the company’s shares the previous holders of those shares would 
obtain their profit in non-taxable form. The broad purpose of 
the present section is to secure that, in such a case, the considera
tion received bv a previous shareholder will be taxable up to what 
would have been his share of the profit which would have arisen 
to the company if it had sold the building.

Section 44 makes provision for cases in which a holding company 
is interposed between a company to which section 43 would apply 
and its ultimate proprietors. In effect it applies the treatment 
prescribed by section 43 to sales of shares in the holding company.

Section 45 contains a number of supplementary provisions 
designed to ensure the effectiveness of the two preceding sections.
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PART VIII

Trades, Professions and Vocations carried on in Partnership :
Income Tax and Sur-tax

Sections 46 to 52 adapt the procedure for making assessments 
on partnerships to the requirements of the “ one taxpayer, one 
charge ’ ’ system. They provide that Income Tax, instead of being 
assessed on the partnership as a unit, is to be assessed on each 
partner for his share of the profits.

PART IX

Amendment of Part IX of Finance Act, 1963 : 
Income Tax and Sur-tax

The purpose of sections 53 to 57 is to remedy certain weaknesses 
in Part IX of the Finance Act, 1963, which has to do with the 
taxation of profits arising from lettings of buildings and land.

The 1963 legislation provided that, where a short-term lease is 
granted wholly or partly in consideration of a premium, a propor
tion of the premium depending on the duration of the lease is to 
be treated as rent. The amendments for which this Part of the 
Bill provides will apply similar treatment to other receipts by 
property owners which are in reality of the nature of rent but 
which under the general law would fall to be treated as capital 
receipts.

Provision is included to the effect that a sum which is taxable 
as rent in the hands of the recipient will, in relation to the payer, 
be treated as an amount paid as rent.

PART X

Miscellaneous

Section 58 relates to the Capital Services Redemption Account 
The section is in the same form as in previous years and its 
purpose is— * «---- . , i

(a) to adjust the provisional annuity for 30 years fixed last
year by reference to the estimated expenditure on voted 
capital services in 1964-65; and

(b) to fix provisionally a new annuity for 30 years in respect
of the estimated expenditure in 1965-66 on voted capital 
services.

Section 59 extends to 31 March, 1968, the period of operation 
of the double initial allowances on plant and machinery and indus
trial buildings (excluding hotels).

Section 60 extends from ten years to twenty years the period 
(beginning on 6 April, 1956) within which a company must 
commence to trade in order to qualify for relief under the Finance 
(Profits of Certain Mines) (Temporary Relief from Taxation) Act, 
1956.

Section 61 enables the Special Commissioners, where they post
pone or adjourn the hearing of an appeal against an assessment to 
Income Tax or Corporation Profits Tax, to order a payment on 
account of the tax charged in the assessment.

Section 62 deals with repeals.

V IV



The repeals contained in Part VIII of the Third Schedule will 
have the effect of abolishing, save as respects certain instruments 
consequent upon contracts entered into before the passing of the 
Land Act, 1965, the £25 per cent, rate of Stamp Duty on acquisi
tions of land by non-nationals. The Land Act, 1965, gave the 
Land Commission direct control over such acquisitions and the 
Stamp Duty provisions are no longer required for transactions 
occurring after the passing of that Act.

The repeals in Part IX of the Third Schedule provide for the 
abolition, with effect from 6 July, 1966, of Appraisers’ and Plate 
Dealers’ excise licences and consequential amendments of excise 
law.

Sections 63 and 64 are self-explanatory.

An Roinn Airgeadais, 
Meitheamh, 1965.
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