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EXPLANATORY MEMORANDUM

PARTI

Income Tax, Resource Tax and Corporation Tax 

Chapter 1 

Income Tax

Section 1 increases, for 1981-82 and subsequent years of assessment, 
the general income tax exemption limits and the exemption limits for 
aged persons.

In the case of single and widowed persons (and married persons 
assessed as single persons) the general exemption limit is raised from 
£1,700 to £2.(KX). Where such persons are aged 65 years or over but 
under 75 years, the exemption limit is increased from £2,000 to £2,300 
and. where they are 75 years or over, the limit goes up from £2,500 
to £2.800.

In the case of married persons, the general exemption limit is 
increased from £3,4(H) to £4.000. Where either spouse is aged 65 years 
or over but under 75 years, the limit is increased from £4,000 to £4,600 
and. where either spouse is 75 years or over, the limit is raised from 
£5.000 to £5.600.

Marginal relief will continue to be available where the total income 
of the taxpayer does not greatly exceed the relevant exemption limit.

Section 2 (and the First Schedule) give effect, in the customary 
form, to the alterations in personal reliefs announced in the Budget. 
The allowances set out in the Table are—

(a) the one-parent family allowance which is being increased 
from £500 to £650,'

(/>) the PAYE allowance which is being increased from £400 to 
£600,

(c) the incapacitated child allowance which is being increased
from £390 to £500,

(d) the allowance in respect of a person employed to take care of
an incapacitated individual, which is being increased from 
£330 to £500. and

(e) the blind person's allowance, which is being increased from
£330 to £400 where the taxpayer (or his spouse) is blind.
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Where both spouses are blind and the couple elect to be 
assessed to tax on their aggregate income, the allowance 
is being increased from £660 to £1,000.

Section 3 provides for the new rate bands which will apply for 
1981-82 and subsequent years. The new bands are set out in the Table 
to the section. In Part I of the Table, which sets out the bands 
applicable in the case of a single or widowed person or a married 
person who is assessed to tax as a single person, the amount chargeable 
at 35 per cent, is being increased from £4,000 to £4,500. In Part II, 
which shows the rate bands applicable where the husband is assessed 
to tax on his own and his wife's income, the amount chargeable at 35 
per cent, is increased from £8,000 to £9,000.

Section 4 amends section 128 of the Income Tax Act, 1967, which 
provides for monetary penalties for non-compliance with any of the 
PAYE regulations so as to secure that certificates will be admissible 
as prima facie evidence in all proceedings for the recovery of penalties 
under the section and not, as has been held in the District Court, 
solely in proceedings under the section involving failure to send a 
return, statement, notification or certificate.

Section 5 amends section 198 of the Income Tax Act, 1967, so as to 
provide for a statutory method of apportioning the marginal relief 
allowable under section 1 (general exemption) or 2 (age exemption) 
of the Finance Act, 1980, to a married couple, who opt for separate 
assessment to tax and whose combined incomes do not greatly exceed 
the relevant exemption limit.

Section 6 amends section 17 (2) of the Finance Act, 1970 (the sub
contractors' legislation) under which income tax at the standard rate 
must, in certain circumstances, be deducted from payments made to 
sub-contractors (such as hauliers of materials to building sites) by 
builders and others in the construction industry. It has been claimed 
that the legislation does not apply where the principal, while involved 
in the construction industry, is not a builder. The amendment ensures 
that, payments made to sub-contractors by a person who is not a 
builder but whose business includes the manufacture, treatment or 
extraction of construction materials will be within the relevant pro
visions. It is further provided that “connected persons” that is, persons 
connected with companies carrying on such a business or with building 
companies, will also be within the scope of the legislation.

Section 7 extends for a further year the relief for certain expenditure 
on residential premises which was introduced for the year 1979-80 and 
was extended last year to cover the year 1980-81. The limit remains 
at £450 for an individual or £900 in a case where a husband is assessed 
to tax on his and his wife’s income.

Section 8 extends, from one to two years, the time limits for the 
claiming of certain reliefs, for example, those concerned with the 
treatment in commencement years of rental income and of income 
(other than income within the ambit of PAYE) assessable under 
Schedule E, and the granting of relief for certain expenses to the 
lessor of mineral rights.

Chapter II

Taxation of Farming Profits

Chapter II contains amendments of the existing scheme for the 
taxation of farming profits. The changes in question are—
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(a) the introduction of a system of income-averaging for the
purpose of computing income tax on the profits of full
time farmers,

(b) the exemption of farming profits of a charity where such
profits are applied solely for the purpose of the charity,

(c) the retention for 1981-82 of the system of payment of income
tax in two instalments in the case of full-time farmers, and
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(d) the removal of the restriction, amounting to 10 per cent, of

farming profits, on the amount of stock relief allowable to
farmers.

Section 9 provides, for the year 1981-82 and subsequent years, a 
scheme of income-averaging for full-time farmers.

Income-averaging will apply only where the individual farmer elects 
for it but it will not be available to any farmer, who. or whose spouse, 
is also engaged in another trade or profession. It will replace the 
normal preceding year basis of assessment for those who make the 
election.

In relation to a given year of assessment, the Case I profits will be 
arrived at by taking the average of the aggregate farming profits and 
losses (before deduction of capital allowances which will not be 
subject to averaging) for the basis year for that year of assessment 
and the two immediately preceding basis years. In effect, one-third of 
the net profits for the three basis years will be charged for that year. 
Basis periods affected by the commencement or cessation provisions, 
in other words, where the preceding year basis of assessment does not 
apply, are excluded from averaging as are years when the notional 
basis of assessment was adopted.

Where a loss is incurred in any of the basis years which results in 
the emergence of a net loss for averaging purposes, one-third of that 
loss will be available for relief under the provisions for relief of losses 
contained in Chapter I of Part XIX of the Income Tax Act, 1967. 
Losses sustained prior to 6 April, 1981, are not to be taken into 
account for averaging purposes but will be eligible for the existing 
reliefs by way of set-off or carry-forward.

Once a farmer elects for averaging he will be assessed on that basis 
for a minimum of three years or until, on giving due notice, he opts 
out of the system, whichever is the later. If he wishes to revert to the 
normal preceding year basis of assessment. the two years of assessment 
immediately before the final year of averaging will be subject to 
review. If necessary, additional assessments will be made to ensure 
that the amount of profits charged to tax for each of those two years 
will not be less than the amount charged for the final year of averaging.

Section 10. The general rule governing income tax exemption for 
charities carrying on a trade provides that—

(a) the trade must be exercised in the course of the actual carrying
out of a primary purpose of the charity, or

(b) the work in connection with the trade is mainly carried on by
beneficiaries of the charity.

Charitable bodies which, as part of their activities, are engaged in 
farming have, by and large, been unable to show that they satisfy 
either of the conditions laid down and have, therefore, failed to
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qualify for tax exemption. This problem is being resolved by the 
removal of these conditions where the trade carried on is farming and 
a charity will now be entitled to exemption from tax on farming profits 
where the farming profits are applied solely for the purpose of the 
charity. The exemption from income tax will now be available to 
charities with effect from the year 1974*75 — the year in which the 
existing system for charging income tax on farming profits was 
introduced.

Section 11 extends to the year 1981-82 the system of payment of 
income tax in two instalments in the case of full-time farmers provided 
for already in relation to 1980-81. The first instalment of the tax for 
1981-82 will be payable on 1 October. 1981. and the second on 1 
January, 1982.

Section 12 amends the stock relief provisions under which farmers 
are allowed relief in respect of an increase in stock value, restricted 
by an amount equal to 10 per cent, of farming profits. The restriction 
is now being removed.

Chapter III 

Resource Tax

Section 13 discontinues the resource tax with effect from the year 
1981-82.

Chapter IV 

Corporation Tax

Section 14 gives effect to the decision announced in the Budget that 
the date of payment for the second instalment of corporation tax for 
all companies would be brought forward by three months (but not so 
as to make the due date fall earlier than nine months from the end of 
the accounting period). For most companies affected in 1981, the 
relevant due date will be 1 October, 1981, instead of 1 January, 1982.

Section 15 effects a technical amendment of section 143 of the 
Corporation Tax Act, 1976. It provides that the particulars to be 
included in a return of profits delivered by a company under the said 
section should also include particulars of distributions received by the 
company from companies resident in the State and of tax credits in 
respect of such distributions.

Chapter V

Income Tax and Corporation Tax

Section 16 provides for exemption from tax for payments out of the 
Employers’ Temporary Subvention Fund made to employers in 
respect of employees.

Section 17 amends section 34 of the Finance Act, 1973, which 
provides for relief from income tax and corporation tax in respect of
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income arising from patent royalties where the work in connection 
with the devising of the patented invention is carried out in the State. 
The present section closes a loophole whereby, in certain circumstan
ces. income from an invention could qualify for relief even though the 
work in connection with the devising of it was carried out abroad.

Section 18 provides for the continuance, for a further year, of the 
relief available in respect of increases in stock values. Special provi
sions relating to stock relief for farmers are contained in section 12.

Section 19 removes an anomaly—which arose as a result of section 
28 of the Finance Act. 1978—in the treatment, for income tax pur
poses. of non-resident companies in receipt of distributions out of 
export sales relieved income. As a consequence, a tax charge fell on 
non-resident companies in receipt of such distributions which would 
not have fallen on non-resident individuals. The present section 
remedies that unintended consequence.

Section 20 provides for a technical amendment in connection with 
the operation of section 98 of the Corporation Tax Act, 1976, which 
deems certain loans made by close companies to be annual payments 
made under deduction of income tax and in respect of which the 
company is obliged to pay over income tax at the standard rate to the 
Revenue Commissioners w ithout the making of an assessment. Where 
the company does not pay over the tax in due time, an interest charge 
arises. If, subsequently, the loan is repaid, the tax (but not any interest 
which arose because of late payment of the tax) falls to be discharged 
or repaid to the company.

In a case where the company fails to pay over the tax and an 
assessment is raised, an interest charge also arises in respect of late 
payment. If. subsequently, the loan is repaid, the company may at 
present claim not alone repayment of the tax but—because an assess
ment was raised—the interest also. The amendment removes this 
anomaly and ensures that the latter type of case will be treated in the 
same way as the first-mentioned case.

Chapter VI

Income Tax and Corporation Tax: Relief for Certain Capital
Expenditure

This Chapter makes provision for the new- incentives for increased 
investment by the private sector in capital development which were 
mentioned in the Budget Speech.

Section 21 provides for a special allowance of 100 per cent, of 
construction expenditure (including development costs, but excluding 
site cost) incurred after Budget Day (28 January. 1981) and before 1 
April, 1984, in the provision of moderate-cost rented residential 
accommodation. The new allowance will be set against rental income 
in computing liability to tax under Case V of Schedule D.

Section 22 applies the provisions of the preceding section, with 
suitable modifications, to expenditure incurred on certain conversions 
of existing buildings into two or more residential units.

Section 23 provides for the granting of a 50 per cent, initial allowance 
and a 4 per cent, annual allowance in respect of capital expenditure 
incurred after Budget Day, but before 1 April, 1984 (the date to 
which similar allowances for industrial buildings were extended by the
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Finance Act, 1979), on the construction of multi-storey car-parks to 
be used for the purposes of a trade of providing parking space for 
members of the general public.

Section 24 provides that a person who, after Budget Day but before 
1 April, 1984, incurs capital expenditure in respect of a toll road 
(including a bridge, viaduct, etc.) under an agreement made between 
him and a road authority under section 9 of the Local Government 
(Toll Roads) Act, 1979, will be entitled to claim an allowance of 50 
per cent, of that expenditure. The allowance will fall to be set off 
against any amount chargeable to income tax or corporation tax in 
respect of the income arising to the person under the agreement.

Section 25 provides that the 50 per cent, initial allowance which is 
available to persons who lease industrial buildings directly to industrial 
users may be claimed by persons who lease such buildings to State- 
sponsored industrial promotion agencies for on-leasing by those agen
cies to the industrial users.

PART II

Customs and Excise

Section 26 defines abbreviations used in Part II of the Act.

Section 27 provides for an increase in the excise duty and drawback 
on beer. The rate of duty is increased by £22.145 the standard barrel.

Section 28 provides for increases in the rates of excise duty on 
cigarettes and other tobacco products. The section also increases the 
rate of rebate payable to the smaller manufacturers of tobacco 
products.

Section 29 provides for an increase of £3.843 per litre of alcohol in 
the main rate of excise duty on spirits. The section also empowers the 
Revenue Commissioners to repay excise duty on spirits which become 
spoilt or unfit for consumption.

Section 30 provides for increases varying between £0.30 and £0.60 
per litre in the rates of excise duty on wine and made wine, depending 
on alcoholic strength.

Section 31 provides for increases in the rates of excise duty on 
hydrocarbons as follows:—

Petrol .................................................£2.99 per hectolitre

Diesel oil used in motor vehicles ...£2.99 per hectolitre

L.P.G. used in motor vehicles .............. £0.10 per gallon.

The section also provides for an increase in the relief in respect of 
excise duty on oil used by passenger road service operators, to offset 
the duty increase on diesel oil. It also provides for the introduction of 
a scheme under which portion of the excise duty on oil used in sea
fishing boats may be refunded to fishermen.

Section 32 provides for increases in the rates of excise duty on 
televisions.

Section 33 extends the scope of the excise duty on table waters 
particularly to include beverages intended to be consumed in diluted
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form (squashes, cordials etc.). It applies a higher rate of duty to 
beverages of high concentration and increases the level of rebate 
allowed to table waters manufacturers. Also, the circumstances in 
which duty becomes chargeable are clarified.

Section 34 provides for a reduction from £50 to £10 in the rate of 
excise duty on Refreshment House licences.

Section 35 confirms the following Order:
Imposition of Duties (No. 246) (Beer) Order, 1980.

This Order provides for a small rebate of the excise duty on beer in 
the case of brewers whose output on the home market is shown to the 
satisfaction of the Revenue Commissioners not to have exceeded 
175,000 standard barrels in the preceding calendar year. It also 
provides for a reduction of £0.26 per standard barrel in the rate of 
drawback on beer.

Section 36 increases the annual registration fee for private cars not 
exceeding 16 horse-power and the first registration charge for most 
other vehicles from £10 to £20 with effect from 1 March, 1981. It also 
increases the annual registration fee for taxis not exceeding 16 
horse-power from £10 to £16.50 from the same date and provides that 
there will be no increase in the first registration charge for taxis 
exceeding 16 horse-power. It enables repayments to be made in 
appropriate cases where higher rates of duty, as provided for in the 
Budget Day Financial Resolution relating to these duties, are paid in 
respect of taxis between 1 March, 1981 and the enactment of the Bill.

Section 37 provides that licences (tax discs) costing not more than 
£20 per annum can be taken out only on an annual basis.

PART III

Value-Added Tax

Section 38 defines “the Principal Act" as the Value-Added Tax 
Act, 1972.

Section 39, with effect from the commencement of VAT and subject 
to the specified conditions, applies to prefabricated buildings the 
reduced rate of VAT which applies to traditional building work. This 
is achieved by inserting a definition of “building" in relation to the 
development of land.

Section 40 amends section 12 (2) of the Principal Act which deals 
with VAT repayments and is consequential on section 41.

Section 41 amends subsection (1) of section 20 of the Principal Act 
which deals with VAT refunds and brings together under this subsec
tion not only those VAT refunds already covered by it but also the 
category of VAT repayments provided for under section 12 (2). The 
main result of bringing together the two categories will be the appli
cation to all of these refunds of the provisions of section 23 of the 
Principal Act and regulations made thereunder relating to the recov
ery of excess refunds.
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PART IV

Capital Acquisitions Tax

Section 42 gives relief from capital acquisitions tax in the case of 
certain marriage settlements to grandchildren of the disponer by
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deeming a grandchild to be the child of the disponer. The section has 
retrospective effect.

PART V
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Stamp Duties

Section 43 is an anti-avoidance provision aimed at preventing the 
abuse of certain reliefs from stamp duty in the case of conveyances or 
transfers on sale through the use of sub-purchases. The section makes 
the conveyances or transfers liable to duty on the value of the property 
conveyed.

Section 44 provides for the exemption from stamp duty of new 
houses which have a Certificate of Reasonable Value under the 
Housing (Miscellaneous Provisions) Act. 1979 and which are grant- 
type houses.
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Section 45 provides for an increase in the stamp duty on cheques, 
other bills of exchange and promissory notes from lp to 3p.

Section 46 revokes the following Orders made under the Imposition 
of Duties Act, 1957:

(I) Order No. 136 of 1980 which was effective from 16 May. 
1980. and contained the measures now in section 45,

(II) Order No. 123 of 1980 which was effective from 30 April, 
1980. and contained the measures now in section 43, and

(III) Order No. 317of 1980 which waseffective from 140ctober. 
1980. and contained the measures now in section 44.

PART VI 

Miscellaneous

Section 47 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 1980,

and

(b) to fix provisionally a new annuity for 30 years in respect of
the estimated expenditure in 1981 on Voted Capital 
Services.

Section 48 ensures that the provisions in tax legislation imposing 
secrecy obligations on the Revenue Commissioners will not apply so 
as to preclude the disclosure to the Ombudsman of information 
(including documents) for the purposes of the Ombudsman Act, 1980.

Sections 49 and 50 are self-explanatory.

An Roinn Airgeadais 
Marta, 1981.
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