
AN BILLE AIRGEADAIS, 1972 
FINANCE BILL, 1972

EXPLANATORY MEMORANDUM

PART I

! Income Tax

Chapter I 

General

Section 1 imposes income tax and sur-tax for 1972-73 and sub
sequent years at percentage rates corresponding to the rates in force for 
the year 1971-72.

Section 2 amends section 127 of the Income Tax Act, 1967 (under 
which regulations for the purposes of PAYE are made).

The amendment authorises the making of further regulations 
requiring employers to make PAYE deductions by reference to 
emoluments after deduction of an employee’s superannuation 
contributions.

The amendment of section 128, also provided for, extends the exist
ing penalty provisions to any failure to comply with the further 
regulations.

Section 3 increases the minimum age allowance from £150 to £175 
for single and widowed persons and from £250 to £300 for married 
persons. It also ensures that persons aged 65 years or over who are 
entitled to age allowance will, where their income is wholly earned, 
obtain the same amount of relief as they would get if their income 
was wholly unearned.

Section 4 increases the married personal allowance by £70 to £494 
(and to £594 in the year of marriage) and the single and widowed per
sonal allowances by £50 to £299 and £324, respectively.

Section 5 raises each of the existing income tax child allowances 
by £20. It also provides for a further increase of £50 where the child 
is permanently incapacitated by mental or physical infirmity.

Section 6 increases from £243 to £295 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 of 
£60 reduced because of the increases in the pension which are being 
granted following the Budget proposals.

Section 7 makes certain amendments in section 485 of the Income 
Tax Act, 1967 (Recovery of tax by sheriff or county registrar) which 
are consequential upon the increasing of the limits of jurisdiction of 
the Circuit and District Courts by the Courts Act, 1971.

Section 8 amends the amounts specified in section 486 of the 
Income Tax Act, 1967, to accord with the new limits of jurisdiction 
of the Circuit and District Courts. Section 486 empowers the Collector 
and other authorised officers to sue in their own names in these 
courts for recovery of tax due.



Section 9 removes the upper limit of £500 which is the present 
maximum amount of expenditure on health expenses which can be 
taken into account for income tax purposes.

Section 10 restores for the year 1972-73 and subsequent years the 
right to deduct the full amount of corporation profits tax payable by 
companies in computing profits for income tax purposes.

Section 11 enables the Central Bank to pay interest on Reserve 
Bonds issued by it, under section 48 of the Central Bank Act, 1971, 
without deduction of income tax.

Section 12 gives effect to the amendment of the enactments men
tioned in the Third Schedule to the Bill.

Chapter II

Occupational Pension Schemes

This Chapter and the First Schedule provide a new and more 
liberal code of tax provisions to replace the existing body of legisla
tion relating to the treatment, for tax purposes, of retirement benefit 
schemes for employees.

Section 13 deals with the interpretation of various expressions, and 
gives effect to the First Schedule.

Section 14 is concerned with the definition of retirement benefit 
schemes.

Section 15 sets out the conditions on which a retirement benefits 
scheme will be entitled to approval for tax purposes and enables the 
Revenue Commissioners to approve a scheme even though it may not 
comply with one or more of the prescribed conditions.

Section 16 provides certain tax exemptions and reliefs in respect 
of schemes fully approved for tax purposes under section 15. The 
investment income of such schemes will be exempt from tax and 
relief will be available in respect of contributions by employers and 
employees.

The section also provides that lump sum contributions by 
employers and employees may be apportioned over a period of years 
for purposes of relief.

Section 17 re-writes, with modifications, the existing tax provisions 
relating to statutory schemes and extends the relief for contributions 
so as to include contributions in respect of benefits for widows, 
children and dependants. It also provides that, for purposes of relief, 
lump sum contributions to any statutory scheme may be apportioned 
over a period of years.

Section 18 imposes the same charge to tax, under the new code, on 
employees, in respect of certain retirement benefits provisions made 
for them by their employers, as is in force under existing legislation.

Section 19 provides that the charge to tax imposed by section 18 
is not to apply where the benefits are provided under a scheme 
approved by the Revenue Commissioners, or under a statutory 
scheme, or under a scheme set up by a foreign government for the 
benefit of its employees here.

Section 20 enables the tax on pensions payable under approved 
schemes to be collected under PAYE.

Section 21 provides for a uniform charge of 10% on superannua
tion contributions refunded to members. The Minister for Finance 
may, by order, which must be laid before Dlil fiireann, increase or 
decrease this rate.
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Section 22 imposes the same uniform charge of 10% on a specified 
portion of certain lump sums paid to employees in lieu of pensions in 
certain special circumstances. The specified portion is the amount by 
which the total lump sum paid exceeds the maximum lump sum 
which the employee would be entitled to under the ordinary rules of 
the scheme, or would have been entitled to if the rules had been 
liberalised to take advantage of the new code. The provision in sec
tion 21 for changing the rate of tax chargeable thereunder also applies 
for the purposes of this section.

Section 23 secures that, where an employer receives a refund of his 
contributions to a fully approved scheme, the amount so refunded is 
to be brought into charge to tax but only to the extent that relief was 
originally allowable.

Section 24 authorises the amendment of the rules of existing 
schemes to enable them to come within the ambit of the new 
legislation.

Section 25, which is supplementary to sections 16 and 17, amends 
with effect from 6 April, 1968, section 223 of the Income Tax Act, 
1967, so as to give relief in respect of contributions to statutory 
schemes providing benefits for widows, children and dependants of 
employees who are members of such schemes. The section also pro
vides, as from the same date, for the spreading of lump sum pay
ments to any scheme to cover past years of service. The relief granted 
corresponds to that provided for under sections 16 and 17. Under 
section 16, the relief will apply only as from the date the particular 
scheme is approved under the new code and, under section 17, the 
relief will apply only as from 6 April, 1973. The present section 
will, however, give relief in respect of lump sums paid before those 
dates and on or after 6 April, 1968, to approved or statutory schemes.

PART II 

Death Duties

Section 26 provides a new scale of estate duty rates which are 
contained in the Second Schedule. The general exemption limit for 
estate duty is being increased from £5,000 to £7,500, and lower rates 
of duty are provided for estates valued between £7,500 and £11,000.

Section 27 raises the exemption limit for legacy and succession 
duties from £5,000 to £7,500.

Section 28 increases the special exemption limit of liability to estate 
duty of death benefits taken by widows or dependent children under 
superannuation schemes from £5,000 to £7,500. This section also 
corrects a drafting error in section 24 of the Finance Act, 1965, to 
ensure that the exemption applies in all cases.

Section 29 increases the abatements of estate duty for widows and 
dependent children. The widow’s abatement is raised from £1,500 to 
£2,000 and a dependent child’s abatement is raised from £750 to 
£1,000.

Section 30 provides that foreign debts be deductible, for estate duty 
purposes, from all foreign property answerable for the payment of 
such debts, instead of from foreign personal estate only.

Section 31 increases, from £500 to £50,000, the jurisdiction of the 
Circuit Court to hear appeals from a decision of the Property 
Arbitrator in relation to the value of lands or house property for 
estate duty purposes.

Section 32 replaces section 21 of the Finance Act, 1965. It is 
designed to prevent the avoidance of estate duty through the medium 
of discretionary trusts.
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Section 33 gives a person accountable for the payment of estate 
duty in respect of non-quoted shares a right of appeal from decisions 
of the Revenue Commissioners to the Appeal Commissioners 
(appointed for the purposes of the Income Tax Acts) instead of the 
present right of appeal to the Courts. The section provides a right to 
have an appeal reheard by a judge of the Circuit Court or to have a 
case stated on a point of law for the decision of the High Court. The 
procedures for appeals will be the same as for Income Tax appeals.

! PART III 

Stamp Duties

Section 34 provides for an exemption from ad valorem stamp duty 
on loan stock issued by state-sponsored bodies where payment of 
interest on the stock is guaranteed by the Minister for Finance.

Section 35 extends to group pension policies the arrangements for 
payment of stamp duty by way of composition which are already in 
operation for individual insurance policies.

Section 36 provides for appeals to the Appeal Commissioners from 
decisions of the Revenue Commissioners in relation to the value of 
non-quoted shares for Stamp Duty purposes. The section corresponds 
to section 33 which relates to appeals in estate duty cases.

PART IV

Corporation Profits Tax

Section 37 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 Corporation 
Ltd.

Section 38 alters the definition of “ company ” in section 52 (3) of 
the Finance Act, 1920. The definition was so worded as to exclude 
from the charge to corporation profits tax any company, which by its 
constitution was precluded from distributing profits to members. In 
order to prevent avoidance of tax by the temporary adoption of such 
preclusion, it is proposed to delete the relevant words from the defini
tion. As regards companies permanently precluded from distributing 
profits, these are being catered for under section 39.

Section 39, which is consequential on section 38 of the Bill, expands 
section 43 of the Finance Act, 1922, so as to preserve the exemption 
from corporation profits tax in favour of companies permanently 
precluded from distributing profits to members.

PART V 

Miscellaneous

Section 40 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 1971-72, and

(b) to fix provisionally a new annuity for 30 years in respect of
the estimated expenditure in 1972-73 on voted capital 
services.
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Section 41 winds up the Capital Fund which was set up under sec
tion 4 of the Central Fund Act, 1956, to receive the equivalent of the 
proceeds of the Special Import Levy.

Section 42 removes a difficulty which has arisen in relation to free 
depreciation for machinery and plant outside the designated areas. 
The difficulty arises from the fact that machinery or plant does not 
qualify for free depreciation unless it is brought into use within the 
two-year period ending March 31, 1973. In some cases this could not 
be done and free depreciation would not be due. Under the present 
section, where this situation occurs, the equivalent of free deprecia
tion, but in the form of a 100 per cent, initial allowance, may be 
claimed in respect of capital expenditure on new machinery or plant 
incurred in the two-year period ending on March 31, 1973.

Section 43 exempts credit unions from income tax and corporation 
profits tax with effect from the date of registration.

Section 44 provides relief from death duties, stamp duty and 
customs duty in certain cases where an illegitimate child derives 
property from his mother; such a child will be treated, for the pur
poses of those duties, as if he were legitimate.

Section 45 provides relief, similar to that provided in section 44, 
from death duties, stamp duty and customs duty in respect of children 
adopted outside the State if the law in the place of adoption has 
substantially the same effect in relation to property rights as an 
adoption made under the Irish Adoption Acts has in the State in 
relation to such rights.

Sections 46, 47 and 48 are self-explanatory.

FIRST SCHEDULE

The First Schedule is supplemental to Chapter II of Part I of the 
Bill which contains provisions relating to the treatment for tax pur
poses of retirement benefit schemes for employees.

Part I of the Schedule deals with matters of administration and the 
making of regulations by the Revenue Commissioners for the purpose 
of implementing the new legislation.

Part II widens the tax exemption given to assurance companies in 
respect of their income from investments referable to contracts of 
assurance covering fully approved superannuation schemes.

Part III lists consequential amendments and applies the existing 
penalty provisions to cases of failure to carry out obligations under the 
new code.

Part IV contains transitional provisions.

Part V applies the uniform rate of 10% to refunds of contributions 
and commutation payments made under certain schemes approved 
under existing legislation.

Part VI imposes a tax charge on payments made contrary to the 
conditions on which a scheme has been approved.

An Roinn Airgeadais, 
Meithearnh, 1972.
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