
AN BILLE AIRGEADAIS, 1971 
FINANCE BILL, 1971

Mar a ritheadh ag Dail Eireann 
As passed by Dail Eireann

EXPLANATORY MEMORANDUM

PARTI 

Income Tax

Section 1 imposes income tax and sur-tax for the year 1971-72 at 
percentage rates corresponding to the rates in force for the year 
1970-71.

Section 2 terminates for 1971-72 and subsequent years the reduced 
rate relief whereby the first £100 of an individual’s taxable income 
was charged at two-thirds of the standard rate of tax.

Section 3 provides that where, in the case of a cessation of a trade 
or profession, the aggregate of the actual profits for the two years 
of assessment preceding that in which the cessation takes place 
exceeds the aggregate of the profits charged for those two years the 
assessment for each of the two years will be adjusted to the actual 
amount of the profits. The section will not apply to cessations 
occurring before 6 April, 1972.

Section 4 prevents a person ordinarily resident in the State, but 
whose foreign income is chargeable to tax on the basis of the 
amounts remitted to this country, avoiding tax by arranging that his 
foreign income is applied abroad in satisfaction of loans enjoyed in 
the State. The section secures, in the case of any such arrangement, 
that the foreign income so applied will be treated as having been 
remitted to the State, unless that income was applied before 6 April, 
1972, in satisfaction of a loan made before 28 April, 1971.

Section 5 provides that the cost incurred in obtaining the registra
tion, or the renewal of registration, of a trade mark for the purposes 
of a trade will be treated as a business expense and thereby allow
able as a deduction in computing the profits of the trade for tax 
purposes.

Section 6 increases the minimum earned income relief from £225 
to £250 for married persons and from £125 to £150 for single and 
widowed persons.

Section 7 raises the minimum deductions for age allowance to the 
same levels as the revised minimum earned income reliefs proposed 
under section 6 of the Bill.

Section 8 raises the limit of income to which Small Incomes Relief 
applies from £500 to £600. Where the applicable income is less than 
£600 the relief will be a flat £150 or the amount of that income, 
whichever is the less.



Section 9 enables an unmarried mother who is engaged in full-time 
employment or business to claim housekeeper allowance in respect 
of a female relative who is resident with her for the purpose of caring 
for her child or, where no such relative is available, in respect of a 
person employed by her for that purpose.

Section JO increases from £222 to £243 the income limit of a 
dependent relative in respect of whom the maximum deduction of 
£60 may be given. This secures that a taxpayer who maintains at his 
own expense a dependent relative having no income other than a 
non-contributory old age pension will not have the deduction reduced 
because of the increase in the pension which is being granted with 
effect from August, 1971.

Section 11 provides that where an individual, or his wife, is blind 
for the whole or any part of a year of assessment an allowance of £100 
may be claimed. Where both a husband and his wife are blind for 
the whole or any part of the year an allowance of £200 is provided.

Section 12 ensures that the part of the contributions under the 
Social Welfare Acts referable to the new death grants and retirement 
pensions, which were introduced by the Social Welfare Act, 1970, 
shall be allowed as a deduction for income tax in the same manner 
as the contributions referable to the other contributory social welfare 
benefits, viz., old age pension, widow’s pension and orphan’s allow
ance. It also provides that the retirement pension will be treated as 
earned income for purposes of income tax.

Section 13 extends to 31 March, 1973, the period of operation of 
the initial allowance of 60 per cent, which applies to capital expen
diture incurred on new machinery or plant, other than road vehicles.

Section 14 extends to 31 March, 1973, the period of operation of 
the initial allowance of 20 per cent, which applies to industrial build
ings other than the following:—hotels, holiday camps, registered 
holiday cottages and market garden buildings.

Section 15, which relates to tax exemption enjoyed by registered 
trade unions on investment income, increases the maximum amount 
of annuities which they may pay, while qualifying for exemption, 
from £250 to £350.

Section 16 removes an anomaly in those provisions of the Income 
Tax Acts which secure that income settled by a parent on his child 
will, in certain circumstances, be deemed to be the income of the 
parent. Because those provisions operate only if the child was under 
the age of twenty-one years and unmarried at the commencement of the 
year of assessment (i.e. on 6 April) in which the income is paid, they 
do not apply in the case of a child who was born later in the year. 
The section provides that in future the income will be deemed to be 
that of the parent if the child was under the age of twenty-one years 
and unmarried at the date of payment.

Section 17 provides for an increase in the rate of interest on unpaid 
income tax and sur-tax from *50 per cent, for each month or part 
of a month during which tax remains unpaid to -75 per cent, for 
each such period. The increased rate will not apply to any period 
before the passing of the Act.

The period of grace within which tax may be paid without 
attracting interest is reduced, in the case of assessments made after 
the passing of the Act, from three months to two months.

The section also provides that, notwithstanding that notice of 
appeal has been given against any assessment made after the passing 
of the Act, tax charged by the assessment will carry interest from 
the date on which it would have been due if there had been no 
appeal. Interest will not, however, be charged in such cases if an 
agreed payment on account has been made within two months from 
the due date and if any balance of tax found to be due on deter-
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ruination of the appeal is paid within two months of such determin
ation. Neither will interest be charged where a payment which is 
made without agreement within two months of the due date proves 
to be not less than 80 per cent, of the tax found to be chargeable 
on the determination of the appeal and where any balance of tax 
is paid within two months of the determination.

The provisions of the Income Tax Acts relating to the making 
by the Appeal Commissioners of orders for payments on account 
of tax which is under appeal are terminated by the section in 
relation to assessments made after the passing of the Act.

Section 18 is concerned with the position that, in the case of an 
assessment which is under appeal, the amount of a payment on 
account which has been made may prove to be in excess of the tax 
found to be due on determination of the appeal. The section provides 
that any overpayment which is being repaid will attract interest at the 
same rate as that which applies to overdue tax. The section has effect 
in relation to assessments made after the passing of the Act.

Section 19 provides that where an appeal against an assessment to 
income tax or sur-tax is determined by the Appeal Commissioners, 
but the appellant requires the appeal to be reheard by the Circuit 
Court, tax is to be paid in accordance with the determination of the 
Appeal Commissioners. The section includes provision for repayment, 
with interest at the same rate which applies to overdue tax, of any 
overpayment which may arise on the determination of the appeal by 
the Circuit Court. The section applies only to assessments made after 
the passing of the Act.

Section 20 provides that where an assessment to income tax or sur
tax is made to recover an undercharge which is due to fraud or 
neglect the amount of the tax undercharged will carry interest at -75 
per cent, for each month or part of a month from the date on which 
the tax would have been due if there had been no fraud or neglect 
to the date of payment of the tax undercharged. The section applies 
only to tax chargeable for the year 1971-72 and subsequent years of 
assessment.

Provisions corresponding to sections 17 to 20 in relation to corpora
tion profits tax are contained in sections 47 to 50 of the Bill.

Section 21 removes doubt that, with effect from 6 April, 1971, 
local authorities, housing associations, housing trusts and housing 
societies are within the scope of section 17 of the Finance Act, 1970, 
under which a person making a payment in respect of construction 
operations under a construction contract is, in certain circumstances, 
obliged to deduct tax at 35 per cent, from the amount of the payment. 
The amendment will not have effect in relation to payments made 
before the passing of the Finance Act, 1971, unless tax has been 
deducted.

The section also imposes interest on amounts deductible from pay
ments to sub-contractors which have not been paid over to the 
Collector General. The interest rate of 1 per cent, for each month or 
part of a month during which an amount remains unpaid is the same 
as that which applies in relation to deductions under PAYE and to 
amounts of turnover tax and wholesale tax which have not been 
remitted. Interest will not be charged for any period prior to the 
passing of the Finance Act, 1971.

Section 22 provides that, where a person carrying on a trade or 
profession incurs capital expenditure between 1 April, 1971, and 
31 March, 1973, on the provision of new machinery or plant for use 
in a designated area, he shall be entitled to an investment allow
ance of one-fifth of such expenditure in the year of assessment in the 
basis period for which the expenditure is incurred.

Section 23 defines “ basis period ” for the purposes of investment 
allowance.
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Section 24 secures that the investment allowance will not be treated 
as diminishing the cost of machinery or plant for purposes of free 
depreciation or ordinary wear and tear allowances. (Under existing 
law the new investment allowance is excluded from the provisions 
relating to balancing allowances and balancing charges.)

Section 25 provides for the withdrawal of the investment allowance 
where the relevant machinery or plant is sold without having been 
used for the purposes of the trade or profession or before two years 
from the date on which it was first so used.

Section 26 extends to the entire country the system of free deprecia
tion now confined to machinery or plant provided for use in desig
nated areas. The new relief which will enable a trader to write off 
100 per cent, of his expenditure in the first year, if he so desires, will 
apply in respect of new machinery or plant (other than road vehicles) 
provided for use outside the designated areas in the period from 
1 April, 1971, to 31 March, 1973.

Provisions corresponding to sections 22 to 26 in relation to corpora
tion profits tax are contained in section 46 of the Bill.

PART II

Customs and Excise

Section 27 provides for increases in the customs and excise duties 
and drawbacks on beer. The main rate of duty is increased by £1-98 
the standard barrel, from £27* 187 to £29-167.

Section 28 provides for increases in the customs and excise duties 
on spirits. The main rates of duty are increased by £1-365 the proof 
gallon, from £14-02 to £15-385 the proof gallon, on home-made 
spirits and by £1-601 the proof gallon, from £18-566 to £20-167 the 
proof gallon, on imported spirits (other than spirits of United Kingdom 
origin). The main rate of duty applicable to spirits of United Kingdom 
origin is increased by £1-365 the proof gallon, from £15-487 to £16-852 
the proof gallon, and the rate of duty applicable to whiskey manu
factured in Northern Ireland is also increased by £1-365 the proof 
gallon, from £14-008 to £15-373 the proof gallon.

Section 29 enables changes to be made in the basis of customs 
control which will facilitate the introduction of recently developed 
techniques for passenger control, notably the “ dual channel ” system 
of clearance, the essential feature of which is that it dispenses with 
the need to question all passengers individually.

PART III 

Death Duties

Section 30 is designed to remove any doubt in relation to the 
meaning of the expression “ death duties ”.

Section 31 substitutes for the existing scale of rates of estate duty 
a new scale as set out in the Second Schedule to the Bill.

Section 32 increases, from 4 per cent, to 9 per cent, per annum, 
ihe rate of interest on death duties in arrear. The section provides 
that the increased rate will not apply to duty at present being paid
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by instalments. It also provides an interest-free period of four months 
from the date of death for estate duty on personal property and, 
further, that the new 9 per cent, rate will not come into operation 
until the expiration of four months from the date of the passing of 
the Act.

Section 33 effects a technical change to enable estate duty to be 
collected from trustees, beneficiaries, and other persons in whom 
property liable to duty is vested in cases in which, at present, the 
executor is the only person accountable. (The executor’s liability 
remains limited to the amount of the estate vested in him as executor.)

Section 34 is designed to prevent the avoidance of estate duty 
through the medium of the exemption, at present available, for 
objects of national, scientific, historic or artistic interest. The section 
provides that the exemption will be revoked if the exempted articles 
are sold within six years of the date of death, unless the sale is to 
the National Gallery, National Museum or other similar institution.

Section 35 is concerned with the avoidance of estate duty by means 
of the device known as a “ grant and lease back ” and is designed 
to ensure that the entire property disposed of by a person shall be 
liable to duty if such person subsequently re-acquires the property 
through a lease back from the grantee or acquires any interest in the 
property, other than an interest determinable by reference to death.

Section 36 makes certain amendments of section 20 of the Finance 
Act, 1965, designed to prevent avoidance of estate duty through the 
medium of private companies. The section inserts new definitions of 
“ control ”, “ company controlled by the deceased ” and “ relative 
extends the meaning of the expression “income or benefits” and 
provides certain consequential amendments of section 20 of the 
Finance Act, 1965, made necessary by the new definitions.

Section 37 brings into charge, for estate duty purposes, land outside 
the State; all other property outside the State is at present charge
able to duty. Foreign land which is in the possession of persons 
who take up residence within the State will, however, continue to be 
exempt from duty if such land was held by them before they came 
to reside here. The section also corrects a drafting defect in section 
22 of the Finance Act, 1965.

Section 38 removes the reductions in value, for estate duty pur
poses, of gifts made in the third, fourth and fifth years prior to the 
date of death of the deceased. The section will have effect only in 
cases where the deceased dies after the passing of the Act and will 
not apply to gifts made two years or more before the passing of the 
Act.

Section 39 increases from £1,000 to £1,500, the abatement of 
estate duty affecting benefits passing to the widow of the deceased 
and also increases, from £500 to £750, the abatement of estate duty 
affecting benefits passing to a dependent child.

Section 40 provides that certain agricultural property which is 
valued for estate duty on an artificial basis is to be valued at market 
value if it is sold within six years of the date of death or date of gift 
as the case may be. It also ensures that certain family arrangements 
for the distribution of an estate which may technically involve sales 
will not be treated as sales for this purpose.

Section 41 restricts the exemption from estate duty of gifts made in 
consideration of marriage to the first £5,000 of gifts made by a party 
to a marriage to the other party or by a parent or remoter ancestor 
to a child or remoter descendant on marriage and to the first £1,000 
of gifts made by other persons in consideration of marriage.
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Section 42 brings up to date the penalties for non-compliance with 
the provisions of the Acts relating to estate duty. (The repeal of the 
existing penalties is effected by section 53 of the Bill.)

PART IV 

Stamp Duties

Section 43 applies to instruments relating to the sale, transfer or 
other disposition of aircraft the general exemption from all stamp 
duties applicable under the Stamp Act, 1891, to instruments relating 
to the sale, transfer or other disposition of ships and vessels.

Section 44 provides exemption from stamp duty in respect of remit
tances of tax deductible from sub-contractors under section 17 of the 
Finance Act, 1970, where the remittance is made on a form supplied 
by the Revenue Commissioners.

PART V

Corporation Profits Tax

Section 45 continues for a further period of one year the exemption 
from corporation profits tax hitherto enjoyed by certain public utility 
companies, building societies and the Agricultural Credit Corpora
tion Ltd.

Section 46 effects for purposes of corporation profits tax amend
ments corresponding to those made in relation to income tax by 
sections 22 to 26 of the Bill.

Sections 47 to 50 effect for purposes of corporation profits tax 
amendments corresponding to those made in relation to income tax 
and sur-tax by sections 17 to 20 of the Bill.

PART VI 

Miscellaneous

Section 51 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 1970-71, and

(b) to fix provisionally a new annuity for 30 years in respect of
the estimated expenditure in 1971-72 on voted capital 
services.

Section 52 provides that the excise duty payable on the registration 
of firearms dealers or on the renewal of such registration shall be £25, 
except in the case of a person whose registration is conditional on his 
dealing only in ammunition for shotguns, for unrifled air guns and 
for rifled firearms of a calibre not exceeding -22 inches, in which case 
the duty proposed is £3. Under the Finance Act, 1925, the excise duty 
payable is £1 in all cases.

Section 53 provides for the repeal of the existing estate duty 
penalty provisions specified in the Third Schedule of the Bill, which 
are being replaced, under section 42 of the Bill, by new penalty 
provisions.

Sections 54 and 55 are self-explanatory.

An Roinn Airgeadais,
luil, 1971.
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