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FINANCE BILL, 1966

EXPLANATORY MEMORANDUM

FART I

Income Tax

Section 1 imposes Income Tax and Sur-tax for the year 1966-67 
and continues previous enactments. The rate of Income Tax is 
7s. Od. in the £ and the rates of Sur-tax are the same as those in 
force for the year 1965-66.

Section 2 raises, from £120 to £150, the allowance which may be 
granted for tax purposes in respect of a qualified child who is 
over 11 years of age.

Section 3 amends section 21 of the Finance Act, 1922, under 
which undistributed profits of a company may, in certain circum
stances, be charged to Sur-tax. The purpose of the amendment is 
to enable a company to submit to the Special Commissioners its 
accounts for any year together with such additional particulars as 
may be appropriate and then to require the Special Commissioners 
to state within a limited period whether or not action under the 
1922 section is to be taken for the year in question.

Section 4 provides for the granting of relief in respect of British 
Corporation Tax payable on British profits of Irish companies. 
Broadly it secures that, in so far as the Corporation Tax cannot be 
allowed as a credit against Corporation Profits Tax chargeable in 
respect of the British profits, it will be allowable as a credit against 
Income Tax so chargeable.

The rules governing the allowance of credit are set out in the 
First Schedule to the Bill.

Section 5 restores the provision under which Corporation Profits 
Tax was, prior to 1961, allowable as a deduction in computing 
profits for Income Tax purposes. The restored provision will have 
effect for 1966-67 and future years of assessment as respects Cor
poration Profits Tax for accounting periods, or parts of account
ing periods, subsequent to the 31st March, 1966.

Section 6 is consequential on the restoration, by section 5, of 
the deductibility of Corporation Profits Tax in the computation of 
profits for Income Tax purposes. It secures that, where foreign, 
other than British, tax on profits arising after the 31st March, 
1966, is allowed as a credit against Corporation Profits Tax and 
so wipes it out, the amount so allowed will be deductible as an 
expense for Income Tax purposes in the same way as the Cor
poration Profits Tax would have been deductible if it had not been 
wiped out by credit. A similar provision as regards British Cor
poration Tax is embodied in paragraph 3 of the First Schedule 
to the Bill.

Section 7 is connected with section 26 which provides that com
mercial glasshouses are to qualify, as industrial buildings or 
structures, for allowances in respect of capital expenditure on their 
construction. In the case of premises which rank as industrial



buildings or structures under existing law, such allowances may 
be made only in respect of expenditure incurred on or after the 
30th September, 1956; but industrial buildings or structures repre
senting expenditure incurred before that time qualify for a 
“ repairs ” allowance of one-third of annual value. The present 
section amends the provisions governing this “ repairs ” allow
ance so as to make them apply to commercial glasshouses.

PART II

Customs and Excise

Section 8 provides for increases in the rates of customs and 
excise duties and drawbacks on beer. The main rate of duty is 
increased by £3.2.5. per standard barrel from £14.17.0. to £17.19.5.

Section 9 provides for increases in the customs and excise 
•duties on spirits. The main rates of duty are increased by £1.9.7. 
from £10.5.11. to £11.15.6. per proof gallon on home-made spirits 
and from £11.15.11. to £13.5.6. per proof gallon on imported 
spirits. The rate of customs duty for whiskey wholly manufac
tured in Northern Ireland is also increased by £1.9.7. per proof 
gallon from £10.6.4. to £11.15.11. per proof gallon.

Section 10 provides for increases of 3Hd. 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 road services is increased from 
Is. to Is. 4d. per gallon. The rebates allowed on hydrocarbon oils 
(other than petrol) used otherwise than as road fuel are also 
increased by 3^Jd. per gallon so that such oils continue to be 
^relieved completely from duty.

Section 11 provides for increases in the rates of customs and 
excise duties on unmanufactured tobacco and of the customs duties 
on manufactured tobacco. The main rate of customs duty on 
unmanufactured tobacco is increased by 3s. 5d. per lb. from 
£3.5.11£d. to £3.9.4£d. The section also provides for the reduction 
T)y one-tenth as from 1st July, 1966, of certain protective elements 
in the tobacco duties in respect of tobacco products of United 
Kingdom origin in accordance with the Free Trade Area Agreement.

Section 12 provides for the imposition of a special excise duty 
of 3s. 5d. per lb. on all duty-paid stocks of tobacco, whether manu
factured or unmanufactured, held by tobacco manufacturers at 
■5 p.m. on Budget Day.

Section 13 provides for an increase of 5$d. per gallon in the 
rates of customs and excise duties on table waters. The excise 
duty is increased to Is. 5$d. and the customs duty to Is. 9$d. 
To give effect to the Free Trade Area Agreement, the section also 
provides for the reduction by one-tenth, as from 1st July, 1966, 
of the protective element (4d. per gallon) in the customs duty 
applicable to United Kingdom table waters.

Section 14. In conformity with the Free Trade Area Agree
ment, Irish wine, which is at present free of duty, must eventually 
be subject to the same level of duty as wines of United Kingdom 
origin. As a first step in this process, the section imposes, as from 
1st July, 1966, an excise duty on Irish wine at rates approximately 
-f'&th of the corresponding customs rates applicable to imported 
British wine.

Section 15 increases the rates of excise duty on certain firearm 
certificates w ith effect from 1st August, 1966.
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Section 16 provides for an increase of 25%, with effect from 
1st April, 1966, in the excise duty (road tax) on private motor 
vehicles and motor cycles. The increase will not apply to the 
additional tax of £2 per unit of horse-power in excess of 16 on 
foreign-assembled cars so as not to widen the differential in favour 
of Irish-assembled vehicles, in conformity with Article IV of the 
Free Trade Area Agreement. Moreover, as a first step towards 
eliminating this protective element in road tax as required by the 
Agreement, the section provides for a reduction of 10 per cent in 
the differential with effect from 1st July, 1966. The section makes 
provision for the reduction as from 1st July, 1966, of the annual 
road tax on tractors owned by agricultural co-operative societies 
to the same rate as the tax on farmers’ tractors, namely, £2.10.0.

The section also provides that the proceeds of the increases in 
duty shall not be taken into account in determining the amount 
to be paid into the Road Fund in respect of motor vehicle duties.

PART III
- \ V

Death Duties

Section 17 makes liable to duty death benefits paid under the 
provisions of superannuation schemes or arrangements but in 
relation to which no enforceable right at law exists. Section 24 
of the Finance Act, 1965, will apply to such benefits.

The section also repeals section 5 of the Finance Act, 1945, which 
exempted from duty in connection with the death of a member of 
the Defence Forces deferred pay (which ceased with the end of 
the Emergency) credited to his pay account and gratuities granted 
in respect of his services.

Section 18 amends section 29 of the Finance Act, 1965, with 
effect from the passing of that Act, by increasing

(а) from £250 to £350 the amount by which the Estate Duty
payable in respect of a widow’s benefit is abated;

(б) from £150 to £250 the amount of the abatement relevant
to a child’s benefit; and

(c) from £15,000 to £25,000 the range of estates to which this 
relief will apply.

The section contains a tapering relief provision in relation to 
estates which exceed £25,000 by a comparatively small amount.

It also replaces subsections (3) and (4) of the 1965 section by 
new subsections for the purpose of making clear that the relief in 
relation to a child’s benefit will operate in a case in which a man 
leaves a dependent child or dependent children entitled to benefits 
and either no widow or a widow who is not entitled to a benefit.

PART IV 
Stamp Duties

Section 19 contains provisions for the payment of composition 
in lieu of Stamp Duty on foreign bills and notes.

PART V

Corporation Profits Tax

Section 20. The Agreement of the 18th May, 1949, between the 
Government and the Government of the United Kingdom for the 
reciprocal relief of double taxation in respect of Corporation 
Profits Tax and the British Profits Tax was expressed to apply, 
not only to the two taxes mentioned, but also to any other taxes 
of a substantially similar character which might thereafter be 
imposed in either country. It will therefore apply to British 
Corporation Tax as it has heretofore applied to British Profits Tax.
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Amendments are, however, required in the rules governing the 
computation of credit relief under the Agreement of 1949. The 
section effects those amendments and secures the application of the 
rules to Corporation Tax.

PART VI 
Turnover Tax

Section 21 increases to 10 per cent, with effect from 1st May, 
19G6, the rate of Turnover Tax on payments made for or in con
nection with admissions to dances. Special obligations are laid on 
promoters of dances and on proprietors of dance halls to ensure 
that dances will be brought to the notice of the Revenue Commis
sioners, and penalties are provided in case of non-compliance. The 
increased rate of tax will not apply to a dance where the price of 
admission is 4/- and attendance is limited to 100.

Section 22 provides for the making of estimates of taxable turn
over by the Revenue Commissioners and for appeals by accountable 
persons to the Special Commissioners of Income Tax against such 
estimates.

Section 23 provides in effect that, where proceedings have 
actually been commenced for the recovery of tax against a person 
who has failed to furnish returns or to appeal against liability to 
furnish returns, the Revenue Commissioners shall not be obliged 
to entertain a late appeal until the recovery action has been 
completed.

Section 24 contains provisions similar to those in the Income 
Tax Acts to facilitate the collection of tax from bodies of persons.

PART VII
Miscellaneous

Section 25 relates to the Capital Services Redemption Account. 
The section is in the same form as in previous years and its 
purpose is—

(а) to adjust the provisional annuity for 30 years fixed last
year by reference to the estimated expenditure on voted 
capital services in 1965-66,

'• • , and
(б) to fix provisionally a new annuity for 30 years in respect

of the estimated expenditure in 1966-67 on voted 
capital services.

Section 26 brings commercial glasshouses within the scope of 
the scheme of allowances for expenditure on the construction of 
industrial buildings and structures. The initial and annual allow
ances in these cases will be at the rate of 10 per cent.

Section 27 extends “ exports ” relief from Income Tax and 
Corporation Profits Tax to profits arising to an Irish company 
from processing goods on behalf of a foreign owner where the 
goods are imported into the State for processing and the finished 
products exported.

Section 28 extends the appropriate provisions relating to the 
management of Government stocks and securities to the Central 
Bank of Ireland which now keeps the registers of some Government 
securities.

Sections 29 and 30 are self-explanatory.

An Roinn Airgeadais 
Bealtaine, 1966
Wt. K48862/G/5. 1,625. 5/66. C&Co. (4307).


