
AN BILLE AIRGEADAIS, 1975 
FINANCE BILL, 1975

EXPLANATORY MEMORANDUM

PART I

Income Tax, Sur-Tax and Corporation Profits Tax 

Chapter I 

Income Tax

Section 1 increases the amount of the dependent relative allowance 
from £80 to £95. It also raises from £409 to £497 the income limit of a 
dependent relative in respect of whom the maximum deduction of £95 
may be given. This ensures that a taxpayer, who maintains at his 
own expense a dependent relative having no income other than a 
non-contributory old age pension (personal rate), will not have the 
dependent relative allowance reduced because of the increase in that 
pension announced in this year’s budget.

Section 2 increases the tax relief for 1974-75 and subsequent years 
in respect of premiums on life insurance policies paid to non-Irish 
companies by individuals liable at any of the higher rates of tax so as 
to restore the cash differential between the tax relief available on 
Irish and non-Irish policies to the level which existed prior to 
1974-75.

Section 3 amends section 236 (3) of the Income Tax Act, 1967, by 
including, in the list of capital allowances therein, references to the 
capital allowance introduced by section 22 of the Finance Act, 1971 
(investment allowance for plant and machinery used in the designated 
areas), the capital allowances provided by the Finance (Taxation of 
Profits of Certain Mines) Act, 1974, and the farm buildings allowance 
provided by section 22 of the Finance Act, 1974. These capital allow
ances are deducted in calculating the net relevant earnings of persons 
who are self-employed and who enter into contracts for retirement 
annuities. Premiums in respect of such contracts qualify for tax 
relief but the amount of premium qualifying for relief is restricted 
to 15 per cent of net relevant earnings (or £1,500 if this is a lesser 
amount).

Section 4 extends to March 31, 1977, the period of operation of 
the increased initial allowance of 100 per cent which applies to 
capital expenditure on new machinery or plant (other than road 
vehicles).

Section 5 increases to 50 per cent the initial allowance in respect of 
capital expenditure incurred on or after January 16, 1975, and before 
April 1, 1977, on industrial buildings. At present, an initial allow
ance of 20 per cent applies in respect of such expenditure where 
incurred before April 1, 1975. The section also increases from 10 per 
cent to 20 per cent the initial allowance in respect of capital expendi
ture incurred on or after April 6, 1974, on market garden buildings.

Section 6 increases from 2 per cent to 4 per cent the annual 
allowance in respect of expenditure incurred on or after January 16, 
1975, and before April 1, 1977, on industrial buildings.



Section 7 continues for a further two years to March 31, 1977, the 
period of operation of the 20 per cent investment allowance in respect 
of capital expenditure on new machinery or plant (other than road 
vehicles) provided for use in the designated areas.

Section 8 extends for a further two years to March 31, 1977, the 
period of operation of free depreciation in respect of capital expendi
ture on new machinery or plant (other than road vehicles) provided 
for use outside the designated areas.

Section 9 amends section 8 of the Finance Act, 1973. That section 
suspended the operation of the shipping investment allowance during 
the period for which free depreciation (and the 100 per cent initial 
allowance) was available. This period is now being extended to 
March 31, 1977, and the suspension of the shipping investment allow
ance is being continued up to that date.

Section 10 exempts from income tax all payments in the nature of 
income made by the Minister for Health to persons handicapped by 
reason of infirmity caused by thalidomide.

Section 11 adjusts the higher rates of income tax to coincide with 
the proposed introduction of the wealth tax with effect from April 6, 
1975.

Section 12 increases the personal allowances as set out in the table 
in the section.

Chapter II

Taxation of Farming Profits

Section 13 provides in effect that land taken by a person for graz
ing is to be regarded as occupied by that person for the purposes of 
husbandry.

Sections 14 and 15 amend sections 15 and 16 of the Finance Act, 
1974. Section 16 of the Finance Act, 1974, was designed to secure 
that a farmer who occupies farm land of rateable valuation of over 
£50 and who (or whose spouse) also carries on another trade or 
profession (except where the trade is the provision of farmhouse 
holidays), is to be charged to tax on his farming profits on an 
accounts basis. A doubt has been expressed as to whether the pro
visions apply where the rateable valuation of the land occupied is 
£100 or more. The proposed amendments, which take effect as from 
1974-75, remove the doubt.

Section 16 amends section 17 of the Finance Act, 1974, which sets 
out the criteria by reference to which an individual is deemed to 
occupy farm land and provides for apportionment of the rateable 
valuation where the land is beneficially owned or occupied in part
nership with others. The proposed amendment makes provision for 
other cases of occupation, e.g. where an individual occupies farm land 
as a tenant in common.

Section 17 provides that the notional basis of assessment will be 
available to farmers for the year 1975-76.

Section 18 extends the farm buildings annual allowanc# to expendi
ture incurred on or after April 6, 1971. In relation to expenditure 
incurred before April 6, 1974, annual allowances will be deemed to 
have been made for years prior to 1974-75. An annual allowance will 
also be deemed to have been made for any year in which the notional 
basis is claimed or in which the farming profits are not chargeable 
to tax. It is also provided that in the case of expenditure incurred 
on or after April 6, 1974, an initial allowance of 20 per cent will be 
given in addition to the annual allowance of 10 per cent
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Chapter III 

Anti-avoidance

Sections 19 to 22 together with the Second Schedule contain pro
visions aimed at preventing the deferral of tax payments by devices 
which (a) involve the use of fictitious duration clauses in leases and 
(b) take advantage of the special treatment provided in the existing 
law for premiums payable by instalments.

Section 19 tightens up the rules contained in section 80 of the 
Income Tax Act, 1967, for determining the duration of leases.

Section 20 inserts new provisions in section 83 of the Income Tax 
Act, 1967. As a result, the special treatment of instalments of 
premiums will be superseded by provisions enabling payment of tax 
due to be spread over a period of up to eight years, if payment 
in one sum would cause undue hardship.

Section 21 provides machinery enabling both lessors and lessees 
(and any other affected persons) to take part in appeal proceedings to 
determine the taxable amount of a premium or similar payment 
where such determination may affect more than one person.

Section 22 and the Second Schedule contain transitional provisions 
and amendments and repeals consequential on sections 19 to 22. The 
transitional provisions apply the new duration rules to leases granted 
before January 16, 1975 so far as they affect certain reliefs, and 
the carry forward of losses, in relation to income tax for the 
year 1975-76 or any subsequent year or, for corporation profits 
tax, for accounting periods ending after April 5, 1975.

Chapter IV 

Corporation Profits Tax

Section 23 secures that the farm buildings allowance available 
under section 22 of the Finance Act, 1974, will apply also for pur
poses of corporation profits tax.

Section 24 continues for a further period of one year the exemption 
from corporation profits tax enjoyed by certain public utility com
panies, building societies and the Agricultural Credit Corporation 
Limited.

Chapter V 

Miscellaneous

Section 25 amends the provisions relating to the service of notices 
and other documents relating to income taxation.

Section 26 provides that, where a notice is served on an employer 
after January 15, 1975, specifying the amount of PAYE tax which 
is estimated to have been unpaid in respect of an income tax year, 
interest on the unpaid amount will run from the last income tax 
month of that year.

Section 27 is concerned with the treatment for tax purposes of 
interest on overdue remittances by contractors in respect of income 
tax deductible by them from payments to sub-contractors. The section 
provides that income tax is not to be deductible from such interest 
and the interest is not to be allowable as a deduction in computing 
profits for tax purposes. Similar provisions apply in relation to interest 
on overdue payments of income tax, corporation profits tax, VAT and 
stamp duty.

Section 28 increases as from April 6, 1975, the rates of interest 
chargeable on unpaid taxes to a uniform L5 per cent per month. The 
taxes concerned are income tax (whether charged by assessment,
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deducted under PAYE or deducted from payments to sub-contractors), 
sur-tax (where sur-tax for 1973-74 or earlier years is still unpaid), 
corporation profits tax and VAT.

Section 29 substitutes a new section for section 39 of the Value- 
Added Tax Act, 1972, which provided that, in the computation of 
tax allowances in respect of capital expenditure, VAT credits under 
section 12 of the Value-Added Tax Act, 1972, were to be deducted. 
The new section re-enacts those provisions, extends the same rule to 
the new capital allowances introduced in the Finance (Taxation of 
Profits of Certain Mines) Act, 1974, and section 22 of the Finance 
Act, 1974, and also provides that VAT refunds made by virtue of 
orders under section 20 of the Value-Added Tax Act, 1972, will also 
be deducted.

Section 30 provides for the passing on of relief to shareholders 
where dividends are paid by a company out of patent royalty income 
exempt from tax under section 34 of the Finance Act, 1973.

Section 31 provides for deferment of the payment of income tax 
and corporation profits tax in a case where there has been an increase 
in the value of a company’s trading stock in an accounting period. 
The relief will be given to an Irish resident company engaged wholly 
or mainly in manufacturing, construction or farming or in the sale 
of machinery and plant (excluding passenger vehicles) or goods to 
persons (companies or individuals) for use by them for the purposes 
of trades which are carried on by them and which consists wholly 
or mainly of activities falling within the manufacturing, construction 
or farming sectors. Broadly speaking, the relief will take the form 
of a deduction, to be allowed in computing the trading profits of an 
accounting period, of the amount by which the increase in value of 
trading stock and work in progress at the end of the accounting 
period exceeds 20 per cent of the trading profits for the period before 
deduction of capital allowances or losses. The relief will in general 
apply in respect of corporation profits tax for accounting periods 
ending in the tax years 1973-74 and 1974-75 and in respect of income 
tax for the years of assessment 1974-75 and 1975-76 (which would 
normally be based on the profits of those accounting periods).

Section 32 amends section 41 of the Finance Act, 1974, by correct
ing a cross-reference.

Section 33 brings up to date the definitions of capital allowances 
in various sections by including references to the new allowances 
introduced by the Finance (Taxation of Profits of Certain Mines) 
Act, 1974, and section 22 of the Finance Act, 1974.

Section 34, together with Part II of the First Schedule, makes 
certain amendments in the Income Tax Acts consequent on the 
replacement of sur-tax by the higher rates of income tax, and corrects 
an erroneous cross-reference in the Finance (Taxation of Profits of 
Certain Mines) Act, 1974. Since sur-tax was replaced by the higher 
rates of income tax as from the 6th April, 1974, and the Finance 
(Taxation of Profits of Certain Mines) Act, 1974, came into force 
on that date, the amendments are being made with effect as from 
that date.

Part II

Customs and Excise

Section 35 provides for an increase in the customs and excise duties 
and drawbacks on beer. The main rate of duty is increased by 
£11*128 the standard barrel, from £30*919 to £42*047.

Section 36 provides for an increase of £4*282 the proof gallon in 
the main rates of customs and excise duties on spirits.
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Section 37 provides for an increase of £1-236 the lb. in the rates of 
customs and excise duties on tobacco.

Section 38 provides for an increase of £0 562 the gallon in the 
customs and excise duties on wine.

Section 39 provides for an increase of £0 0257 the gallon in the 
customs and excise duties on table waters.

Section 40 provides for an increase of 5% (from 15% to 20%) in 
the excise duty on bets.

Section 41 provides for an increase of £60 per annum in the excise 
duty on gaming licences and pro rata amounts for shorter periods.

Section 42 makes it unlawful to permit gaming machines to be 
made available for play on premises licensed for gaming under the 
Gaming and Lotteries Act, 1956, unless a gaming machine licence 
is also held in respect of those premises. The section imposes an ex
cise duty of £50 per annum (with pro rata amounts for shorter 
periods) on each machine so licensed.

Section 43 increases the rate of annual dog licence duty from 25p 
to £1 and the rate of duty on the annual licence which may, as an 
alternative to individual licences, be held for any number of dogs 
from £10 to £25. The increases will come into operation on a date 
to be appointed by order. The section also increases the excise penalty 
for keeping an unlicensed dog from £2 to £10.

Section 44 confirms the following Orders:

(I) Imposition of Duties (No. 213) (Customs Duties and Form 
of Customs Tariff) Order, 1974—S.I. No. 174 of 1974.

etffi TAV leij-ow) qcd sdi 1o gnbnow aril ni Inism xjsi bsbbs-^uljv
The purpose of this Order was:

(i) to make certain reductions in customs duties on goods 
of United Kingdom origin in accordance with the 
provisions of the Anglo-Irish Free Trade Area 
Agreement;

(ii) to effect a final reduction in customs duties on cer
tain goods of Northern Ireland origin and to main
tain in operation the special tariff concessions for 
certain other goods of Northern Ireland origin;

(iii) to make a number of other changes of a minor nature 
in the customs tariff.

(II) Imposition of Duties (No. 214) (Mineral Hydrocarbon Light 
Oil) Order, 1974—S.I. No. 350 of 1974.

This Order increased the customs and excise duty on 
petrol by 13 3p per gallon as from 5 December, 1974.

(Ill) Imposition of Duties (No. 215) (Customs Duties and Form 
of Customs Tariff) Order, 1974—S.I. No. 356 of 1974 
(Order sponsored by the Department of Industry and 
Commerce).
This Order provided for the rates of customs duty to be 
applied to certain goods of United Kingdom and Northern 
Ireland origin.
The Order also provided for other changes of a minor 
nature in the customs tariff, for amendment of the rates 
of duty in respect of fully built-up cars of not less than 
£1,300 in value and for the reduction from 20% to 15% 
in the minimum rate of duty chargeable on goods imported 
under licensing provision (e).
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PART III 

Death Duties

Section 45 removes the charge to estate duty, legacy duty and 
succession duty in connection with the deaths of persons dying on or 
after the 1st day of April, 1975; the section also ensures that legacy 
and succession duties will not be payable on the happening of certain 
events on or after that date and that the old duties, which estate duty 
replaced, will likewise cease to be chargeable. The repeal is in
tended to coincide with the proposed introduction of the wealth 
tax with effect from April 1975.

PART IV 

Stamp Duties

Section 46 increases the rates of stamp duty—as set out in the 
Fourth Schedule—payable on conveyances and transfers on sale of 
any property (other than stocks or marketable securities) and on leases 
at certain ranges.

Section 47 revokes Order No. 217 made under the Imposition of 
Duties Act, 1957. This Order imposed the above-mentioned increased 
rates of stamp duty on instruments executed on or after 1st March. 
1975.

PART V 

Value-Added Tax

Sections 48 and 49 are designed to counteract the avoidance of 
value-added tax mainly in the working of the top two-tier VAT rate 
of 36-75% which applies to a limited range of goods specified in the 
Fourth Schedule to the Value-Added Tax Act, 1972. Both sections 
have effect on and from 16 January, 1975.

Section 48 provides that value-added tax shall be chargeable on 
the open market price instead of on the actual consideration in every 
transaction where

(i) one of the parties to the transaction has control over
the other party or some third person has control over
both,

(ii) the transaction in question is one to which the VAT
rate of 36-75% applies, and

(iii) the consideration actually charged is less than the open
market price.

The section, which defines “ control ” in relation to bodies corpo
rate and partnerships, also provides that VAT liability will not be 
reduced if, in a case to which the section applies, the consideration 
actually received is less than the amount contracted for or there is no 
consideration.

Section 49 provides that the lower tier (6-75%) of the top two-tier 
VAT rate of 36-75% may apply to a sale of goods liable to that rate 
only if a previous sale or importation of the goods in question has 
been chargeable to VAT at the rate of 36-75% in circumstances not 
giving rise to full deduction rights (examples of such circumstances 
are a sale by a manufacturer to a non-manufacturer, or an importa
tion by a non-manufacturer). The section also removes a doubt as to 
whether the supplementary charge to tax in certain circumstances 
where a manufacturer delivers goods which have been made up from 
materials supplied by another would apply in a case where the 
acquisition of the materials by the latter party had not been sub* 
to VAT.
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Section 50 suspends, from 1 March, 1975 until 30 June, 1976 (or 
an earlier date if specified by Order by the Minister for Finance), the 
right of VAT registered purchasers of live cattle to claim a credit of 
VAT of 1% of the consideration involved, as provided for in section 
13 (1) of the Value-Added Tax Act, 1972. The section also suspends 
for that period the liability on unregistered farmers, and the right 
of cattle dealers and cattle marts, to issue invoices which rank for 
the 1 °fo credit.

Section 51. This amendment is consequential on the changes in 
VAT made by the Finance Act, 1973.

PART VI 

Miscellaneous

Section 52 relates to the Capital Services Redemption Account. The 
section is in the same form as in previous years. Its purpose is

(a) to adjust the provisional annuity for 30 years fixed last year
so as to take account of actual expenditure on Voted 
Capital Services in the period 1 April-31 December, 
1974; and

(b) to fix provisionally a new annuity for 30 years in respect of
the estimated expenditure in 1975 on Voted Capital 
Services.

Section 53 increases, from 20 to 30 sitting days, the time limit for 
passing the Second Stage of a Bill containing provisions to the same 
effect as a Resolution having statutory effect under the Provisional 
Collection of Taxes Act, 1927.

Sections 54 and 55 are self-explanatory.

An Roinn Airgeadais, 
Feabhra, 1975.

Wt.—. 111810/C/12. 3,050. 2/75. C.&Co. (6643). G.16.
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