
AN BILLE AIRGEADAIS, 1979. 
FINANCE BILL, 1979.

EXPLANATORY MEMORANDUM.

PART I

Income Tax. Corporation Tax and Capital Gains Tax 

Chapter I 

Income Tax

Section 1 which has effect for 1979-80 and subsequent years, is 
concerned with the income limit for purposes of the dependent 
relative allowance under section 142 of the Income Tax Act, 1967. 
For 1978-79 the income limit was, by virtue of the provisions of 
section 142 (1A), a specified amount, namely, £944. This amount 
effectively incorporated the sum of the maximum of the old-age 
contributory pension payable at the personal rate to persons of 80 
years and upwards, and the “ living alone ” allowance provided 
for pensioners over 80. The effect of the present section is to re-write 
subsection (1A) of the existing provision in general terms so that 
the income limit will now automatically be the personal rate erf the 
old age contributory pension payable to persons over 80 years of 
age and the “ living alone ” allowance. The income limit for 1979-80 
will be £1,129.

Sections 2 and 3 which follow on Financial Resolution No. 1, 
passed on Budget Day, give effect to the proposal for increases in 
personal allowances combined with an amendment of the lower 
rate bands. The new rate bands are set out in the Table to section 2 
and the new personal allowances are set out in the Table to section 3. 
Section 3 also provides for a reduction in the income tax child allow
ance, a reduction which is associated with the increases given in the 
social welfare childrens’ allowances.

Section 4 provides an additional personal allowance of £250 for 
one-parent families, that is for a parent (of a dependent child or 
children resident with him or her) who is widowed, deserted, 
separated or unmarried.

Section 5 provides that, with effect from 1979-80, subsections 
(3), (5) and (6) of section 224 of the Income Tax Act, 1967, 
will no longer apply. Under these provisions, income tax relief in 
respect of part of the flat-rate contributions under the Social Welfare 
Acts has been allowable. The flat-rate contributions have been 
replaced as from 6 April, 1979, by a system of fully pay-related 
social insurance contributions, which have been calculated on a net 
basis. While the new pay-related contributions will not be deductible 
from income for tax purposes, the rate at which the contribution 
is charged has been reduced to compensate for this.

Section 6 and the Second Schedule provide relief in respect of the 
labour element of expenditure by householders on the improvement 
(including the insulation) and maintenance of their residences (in
cluding gardens). The relief, which applies for the year 1979-80, is 
confined to such expenditure which exceeds £50. The maximum 
amount of expenditure which will qualify for relief is £450.
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Section 7 provides that, with effect from 1980-81, premiums and 
other contributions under permanent health insurance schemes (that 
is, schemes designed to maintain earnings during illness) will be 
allowed as deductions for income tax purposes. The section also 
secures that any benefits payable under such schemes will be charged 
to tax and will be within the scope of P.A.Y.E. as from 6 April, 1980. 
At present, benefits are not regarded as income for tax purposes 
unless and until they have been received for more than a year.

Sections 8 and 9 deal with the amount of personal interest, in
cluding house-mortgage interest, which qualifies for income tax re
lief. Section 8 increases from £2,000 to £2,400 the maximum amount 
which, ordinarily, will qualify for relief but section 9 scales down the 
maximum qualifying amount in cases where employees and company 
directors enjoy the benefit of loans made at preferential rates of 
interest. The maximum relief allowable in such cases will be scaled 
down in the proportion which the preferential rate of interest bears 
to a specified rate (12 per cent). Under section 8, the limit of £2,000 
in respect of interest on borrowings by full-time employees of public 
companies to purchase shares in the companies in which they are 
employed is also being increased to £2,400.

Section 10 gives effect to the proposal contained in paragraph 6.23 
of the White Paper “ Programme for National Development 
1978-1981 ” that income from short-term social welfare benefits 
should be taken into account in assessing a person’s tax liability. As 
from 6 April, 1980, the benefits listed in Part I of the Table to the 
section, will be regarded as taxable income. Subsection (3) provides 
that these benefits and those listed in Part II of the Table, which are 
already chargeable to income tax under existing law, will be deemed 
to be emoluments for the purposes of P.A.Y.E.

Section 11 is a machinery provision to the effect that, in proceed
ings in the High Court for recovery of income tax due, a certificate 
by an inspector of taxes that a stated sum for income tax was due 
and payable being—

(i) a sum due under an assessment which had become final and
conclusive, or

(ii) the amount specified to be payable in a case where there had
been an appeal against the assessment,

will be evidence of that fact unless and until the contrary is proved. 
Existing legislation already provides for (i) above.

Chapter II

Taxation of Farming Profits

Chapter 11 contains amendments of the existing scheme for the 
taxation of farming profits which provide for—

(a) a reduction of the threshold of liability to income tax,

(b) an increase in the multiplier for assessment on the notional
basis, and

(c) opting out of the notional basis of assessment before the end
of the three-year mandatory period.

Section 12, by lowering the threshold of liability (from £60 to £50 
rateable valuation), brings into charge farming profits of individuals 
occupying farm land of rateable valuation of £50 to £59. Marginal 
relief will, however, apply to those in this range. Consequentially, 
those farmers with valuations in the range £60 to £69 valuation will 
cease to qualify for marginal relief.
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Section 13 gives those farmers with rateable valuations from £50 
to £59 (who are being brought into charge by section 12 of the Bill) 
who wish to be charged to tax on the accounts basis, the option of 
being charged on their actual profits for 1979-80 instead of on 
the profits of the preceding year which would be the normal basis of 
assessment.

Section 14. Under the provisions enacted in the Finance Act, 1978, 
a farmer who opted for assessment on the notional basis for 1978-79 
(or a subsequent year of assessment) was required to remain on that 
basis for a period of three years. Section 14 amends these provisions 
by enabling a farmer, who so opted, to revert to assessment on the 
basis of accounts, if he so wishes, before expiry of the three year 
period. Where a farmer so reverts, he will be required to remain 
on the accounts basis for a further two years that is, three years in 
all. The Revenue Commissioners are empowered under the sec
tion to require accounts to be lodged for the preceding year (or 
two years) in which the farming profits have been assessed on the 
notional basis and to revise the assessment for that year (or those 
two years) if the profits as disclosed by the accounts indicate a 
higher liability than that charged on the notional basis.

Section 15 increases from 90 to 125 the multiplier used for the 
purpose of determining chargeable profits where the notional basis 
of assessment applies.

Chapter III

Provisions relating to Losses

Chapter 111 contains provisions relating to losses. The changes 
being made in these provisions are designed to—

(a) remove an anomaly under which, in particular circumstances,
a loss in one year could be used as the basis for a claim 
to relief for more than one year,

(b) provide for more immediate relief (i.e. by way of repay
ment) for a loss incurred in the preceding year, and

(c) discontinue relief in respect of a loss incurred in certain
trades where profits, if made, would be exempt from 
tax.

Section 16 amends section 307 of the Income Tax Act, 1967, 
whioh provides for repayment where, in the year of assessment, a 
loss is incurred in the carrying on erf a trade. The loss can be set 
against other income charged for that year and repayment made 
accordingly. In future, section 307 will also allow relief for a loss 
incurred in the preceding year. Relief for losses will not, however, 
be allowed in respect of losses arising from the occupation of com
mercial woodlands or from the sale by an owner or part-owner 
of a stallion of services by the stallion or of the rights to such 
services. Profits from these transactions are not liable to tax.

Section 17 terminates, as from 1979-80, the setting off (under 
section 308 of the Income Tax Act, 1967) by a trader of a loss in one 
trade against the profit of another trade. Section 308 is the provision 
under which a loss could, in certain circumstances, be claimed for 
more than one year.

Sections 18 and 19 provide for technical amendments consequential 
on the changes made by section 16.

Chapter IV 

Corporation Tax

Section 20 amends, with effect from 6 April, 1979, sections 10 (6) 
and 169 of the Corporation Tax Act, 1976, and section 18 (5) of the
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Finance Act, 1978, all of which contain provisions relating to the 
existing restriction to £2,000 per annum on the deduction of certain 
interest which is treated as a charge on income for corporation tax 
purposes. The amendments are in line with the increase from £2,000 
to £2,400 per annum provided in section 8 in the amount of personal 
interest qualifying for income tax relief.

Chapter V

Income Tax and Corporation Tax

Section 21 provides for the continuance for a further year of relief 
in respect of increases in stock values. The relief is extended to 
include, for income tax purposes, the year of assessment 1979-80 
and, for corporation tax purposes, accounting periods ending in the 
period from 6 April, 1978, to 5 April, 1979. The amount of relief 
to be granted will be three-fourths of the amount which would 
otherwise be allowable under existing law as extended by this section.

Section 22 extends to 31 December, 1980, the 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 23 corrects a drafting flaw in section 25 of the Finance 
Act, 1978, which introduced “free depreciation” for industrial 
buildings and hotels. The purpose of the amendment is to exclude 
the possibility that the section might be held to apply to expenditure 
incurred by a person other than the industrialist (or the hotelier) who 
incurred the expenditure on the construction of the building.

Section 24 extends to 31 March, 1984, the operation of

(i) the increased initial allowance of 100 per cent, which applies 
to capital expenditure on new machinery or plant (other 
than road vehicles) and second-hand ships, and

(H) the 50 per cent, initial allowance and the 4 per cent, annual 
allowance in respect of capital expenditure incurred on 
industrial buildings.

Section 25 provides that all payments made by the Minister for 
Labour, whether before or after the passing of the Act, under the 
Employment Incentive Scheme or the Employment Maintenance 
Scheme, are to be disregarded for income tax and corporation tax 
purposes.

Section 26 alters the conditions of approval of retirement annuity 
contracts so that the Revenue Commissioners may approve a contract 
which contains an “ open-market option ” (i.e. where the rights under 
the contract are transferable by an assured person from one assurer 
to another). Premiums paid under approved annuity contracts are, 
subject to certain conditions, allowable as deductions for income 
tax purposes.

Chapter VI 

Anti-avoidance

Section 27 ensures that the marginal relief provided under a 
section introduced in 1954 to provide exemption for incomes not 
exceeding £240, will not be regarded as applying to, or as having 
ever applied to, any individual whose income for any of the three 
years 1974-75, 1975-76 and 1976-77, exceeded £15,000.
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Section 28 is intended to counteract a practice which has been 
growing in recent years whereby taxpayers in the higher income 
brackets have been executing deeds of covenant in favour of their 
children over the age of 21 (Section 443 of the Income Tax Act, 1967, 
deals with covenants executed in favour of minor children). As a 
result of these covenants, slices of income which are liable at the 
higher rates of tax are attributed to persons in whose hands the in
come may not be liable to tax, or, if liable, is liable at a lower rate.

It is now being provided that, with effect from 6 April, 1979, any 
such income which is paid under a deed of covenant to a child or 
grandchild of a disponer and which exceeds 5 per cent of the diis- 
poner’s total income will be deemed to be the disponer’s income for 
tax purposes. In order to cater for cases of hardship, an exclusion 
from this restriction is made where the deed of covenant is executed 
in favour of a child or grandchild who is permanently incapacitated 
by reason of mental or physical incapacity.

Section 29 amends, with effect from 6 April, 1979, Schedule 
12 to the Income Tax Act, 1967, which is part of the 
legislation designed to combat the tax-avoidance device com
monly known as “ dividend stripping ” by which a tax advantage 
could be gained through the acquisition of shares of companies 
which have accumulated reserves and the taking of a dividend on 
those shares. Paragraph (a) remedies the omission from the Corpora
tion Tax Act, 1976, of an amending provision to ensure that group 
relief obtained by a company under Part XI of that Act will be 
deducted in determining, for the purposes of Schedule 12, the com
pany’s profits arising in a given period (in effect, the period between 
the date of acquisition by a person of shares in the company and the 
date on which a dividend became payable to him on those shares). 
Paragraph (b) effects a technical amendment in relation to the appor
tionment of certain amounts such as tax. capital allowances, charges 
on income and group relief where an accounting period falls partly 
within and partly outside a given period.

Chapter VII 

Capital Gains Tax

Section 30 amends section 25 of the Capital Gains Tax Act, 1975, 
under which relief may be claimed in respect of a gain accruing to 
an individual on the disposal of his private dwelling-house (including 
grounds up to one acre) which has been his only or main residence. 
The amendment provides for similar relief on the disposal by an 
individual, on or after 6 April, 1979, of a dwelling-house and grounds 
which, during his period of ownership, was the sole residence, rent- 
free, of a dependent relative (as defined in the section). No more 
than one dwelling-house may qualify at any erne time for the pro
posed relief which will be available in addition to any relief, under 
section 25 of the Capital Gains Tax Act, 1975, on the disposal of a 
dwelling-house occupied by the individual as his only or main 
residence.

Section 31 amends section 27 of the Capital Gains Tax Act, 1975, 
under which relief is given on the disposal by an individual aged 
fifty-five years or over of business or farming assets to his child. The 
amendment provides for similar relief on such a disposal, on or after 
6 April, 1979, by a mother to her illegitimate child.

PART II

Customs and Excise

Section 32 defines abbreviations used in Part II of the Act.

Section 33 provides for an increase in the excise duty and draw
back on beer. The main rate of duty is increased by £7.381 the 
standard barrel.
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Section 34 provides for an increase of £4.987 the proof gallon in 
the main rate of excise duty on spirits.

Section 35 provides for increases in the rates of excise duty on 
cigarettes and other tobacco products.

Section 36 provides for increases of £0.545 and £1.090 per gallon 
in the rates of excise duty on wine and made wine, depending on 
alcoholic strength.

Section 37 provides for increases varying between £0.25 per gallon 
and £2.416 per gallon in the rates of excise duty on cider and perry. 
It also provides for relief from the new maximum rate in the case 
of stocks held by some small manufacturers of cider and perry 
on 7 February, 1979.

Section 38 increases the penalty for unlicensed bookmaking to 
£500.

Section 39 repeals section 15 of Finance Act, 1934 and in conse
quence removes the exemption from VAT on the importation of 
antiques.

Section 40 confirms the following Order:

Imposition of Duties (No. 234) (Excise Duties on Hydrocarbon 
Oils and Beer) Order, 1978.

This Order provides for the expression of the rates of excise duties 
on hydrocarbon oils in equivalent metric units of measurement in 
place of imperial units and for the replacement of the bushel by its 
equivalents in pounds weight in the Inland Revenue Act, 1880, in 
which the method of charging excise duty on beer is defined.

PART III 

Value-Added Tax

Section 41 amends subsection 18 (1) of the Value-Added Tax Act, 
1972, so as to provide that enquiries may be made under the sub
section not only in respect of liability to tax as at present provided 
but also in respect of VAT repayments.

Section 42 confirms the application of the VAT rate of 20 per 
cent, to radios, record players etc. as provided for in the Budget.

PART IV 

Stamp Duties

Section 43 exempts from stamp duty conveyances, transfers or 
leases of land and houses for charitable purposes in Ireland to 
bodies of persons or trusts which have been established for 
charitable purposes only.

Sections 44 to 46 deal with companies capital duty which was 
introduced in the Finance Act, 1973, in implementation of an EEC 
Directive.

Section 44 provides that the nominal value of securities shall be 
the minimum value for the purposes of the duty.

Section 45 extends the relief from companies capital duty that is 
available for certain reconstructions and amalgamations of com
panies to any body considered to be a capital company in another 
Member State of the EEC notwithstanding that it might not be so 
regarded in this State.
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Section 46 imposes interest at the rate of 1.25 per cent, per month 
on companies capital duty that remains unpaid after one month 
from the due date for payment.

Section 47 exempts a transfer of securities to a stock exchange 
nominee made for the purpose of the sale and purchase of such 
securities.

Section 48 enables the Revenue Commissioners to enter into an 
agreement to collect by way of periodic payments stamp duty charge
able on the sale of securities through the Stock Exchange.

Section 49 revokes Order No. 238 of 1979 made under the Im
position of Duties Act, 1957. This Order, which was effective from 
9 April, 1979, contained the provisions in the two preceding sections.

PART V 

Miscellaneous

Section 50 relates to the Capital Services Redemption Account. 
This section is in the same form as in previous years, and its purpose 
is twofold, viz.

(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 1978,

and

(b) to fix provisionally a new annuity for 30 years in respect
of the estimated expenditure in 1979 on Voted Capital 
Services.

Sections 51 and 52 are self-explanatory.

An Roinn Airgeadais, 
Aibredn, 1979.
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