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EXPLANATORY MEMORANDUM

PARTI

Income Tax, Corporation Tax, Capital Gains Tax and Pension
Fund Levy

Chapter I

Income Tax

Section 1 increases, for 1988-89 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 
£2,650 to £2,750. Where such persons are aged 65 years or over but 
under 75 years, the exemption limit is increased from £3,150 to £3,250 
and, where they are aged 75 years or over, the limit goes up from 
£3,675 to £3,800.

In the case of married persons, the general exemption limit is 
increased from £5,300 to £5,500. Where either spouse is aged 65 years 
or over and both are under 75 years, the limit is increased from £6,300 
to £6,500 and, where either spouse is aged 75 years or over, the limit 
is raised from £7,350 to £7,600.

Section 2 provides for the new rate bands which will apply for 1988- 
89 and subsequent years. The new bands are set out in the Table to 
the section. Part I of the Table sets out the rate 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 of tax chargeable at 
the 35 per cent, rate (the standard rate) is increased from £4,700 to 
£5,700 while the amount chargeable at the 48 percent, rate is increased 
from £2,800 to £2,900. Part II shows the bands applicable where a 
husband is assessed to tax in respect of his own and his wife’s income. 
These rate bands are double those applicable to single persons.

Section 3 and the First Schedule give effect, in the customary 
form, to the alterations in personal reliefs announced in the Budget. 
Provision is also made to put a widower in the year of bereavement, 
who is assessed to tax as a single person, on the same footing as a 
widow in similar circumstances by giving him the equivalent of the 
married personal allowance in that year. The allowances, which are 
set out in the Table to the section, are—

(a) (i) the married personal allowance, which is being increased 
from £4,000 to £4,100;
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(ii) the widowed personal allowance, which is being increased
from £2,500 to £2,550 and, for the year in which the 
widowed person is bereaved, from £4,000 to £4,100 
in the case of a widow and from £2,500 to £4,100 in 
the case of a widower who is assessed as a single 
person;

(iii) the single personal allowance, which is being increased
from £2,000 to £2,050;

(b) the single parent allowance, which is being increased from
£1,500 to £1,550 in the case of a widowed parent and from 
£2,000 to £2,050 in the case of other single parents. (This 
ensures that such parents will continue to receive, by way 
of main personal allowance and single parent allowance, 
amounts which will, in the aggregate, be equivalent to the 
married personal allowance of £4,100, that is, £2,550 plus 
£1,550 in the case of a widowed parent and £2,050 plus 
£2,050 in the case of other single parents);

(c) the PAYE allowance, which is being increased from £700 to
£800.

Section 4 continues, for the year 1988-89, the special allowance of 
£286 in the case of employees who pay the higher rates of pay-related 
social insurance.

Section 5 concerns individuals who paid farm tax under the pro
visions of the Farm Tax Act, 1985, on or before 31 December, 1986. 
Where such individuals had insufficient 1986-87 income tax liability 
on their farming profits with which to absorb the full amount of the 
available credit for farm tax paid, the section provides that they can 
utilise any unused balance of credit firstly against their farming income 
tax liability for 1985-86 and then against similar liability for 1987-88.

Section 6 extends to all directors and employees the special share 
option incentives contained in section 10 of the Finance Act, 1986, 
which hitherto had been confined to full-time directors and certain 
qualifying employees.

Section 7 provides for the extension of the relief for investment in 
corporate trades (“business expansion scheme”) to companies 
cultivating plants by the process of “micro-propagation” or “plant 
cloning”.

Section 8 provides for an extension of the scheme established under 
the terms of Chapter III (Payments in respect of Professional Services 
by Certain Persons) of Part I of the Finance Act, 1987, whereby tax 
at the rate of 35 per cent, is deducted at source from payments for 
professional services made to individuals and companies by account
able persons (Government Departments, local authorities, health 
boards, etc.). The withholding tax scheme is now being extended to 
cover—

(a) payments made by health insurers in respect of fees for
services provided by consultants to in-patients of hospitals 
in the State, and

(b) payments in respect of professional services by CERT, Eolas
— The Irish Science and Technology Agency, The Nuclear 
Energy Board and any voluntary public or joint board 
hospital receiving grant-aid from the Department of 
Health.
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The section amends Chapter III of Part I of the Finance Act, 1987, 
in a number of ways:

(i) New definitions are added to the list of terms in section
13 of the Finance Act, 1987, which defines various 
expressions for the purposes of the withholding tax 
scheme. The insertion of these definitions is necessary 
to cater for the extension of the scheme to health 
insurers. Some of the more important new definitions 
are as follows:

“authorised insurer” is defined by reference to section 
145 of the Income Tax Act, 1967. Broadly speaking, 
that section establishes that an authorised insurer 
means a person who lawfully carries on in the State 
a business of insurance providing policies to cover the 
reimbursement or discharge in whole or in part of 
medical expenses;

“relevant medical expenses” are expenses incurred in 
respect of services provided by a practitioner which 
are or may be the subject of a claim under a contract 
of insurance other than expenses which can normally 
only qualify for benefit under the contract on sub
mission of a claim after the end of the subscription 
year and when the amounts involved in the claim 
exceed certain thresholds;

“relevant payment” is redefined and expanded to 
include payments made on or after 6 June, 1988, by 
the additional bodies (CERT, Eolas, The Nuclear 
Energy Board, and voluntary public or joint board 
hospitals) and health insurers within the ambit of the 
witholding tax scheme.

(ii) A new section — section 14A — is inserted into the 
Finance Act, 1987. The purpose of the new section 
14A is to require a health insurer, where a claim 
under a contract of insurance has been submitted and 
accepted, to discharge that claim, in so far as it relates 
to a consultant’s fees for in-patient services, by paying 
the consultant directly. This obligation is necessary 
in order to facilitate a medical insurer in deducting 
the withholding tax from such payments and in giving 
the appropriate documentation to consultants to 
enable them to obtain credit for the tax deducted. 
The new section 14A also indemnifies the subscriber 
or member concerned where the health insurer pays 
the consultant directly in accordance with the terms 
of the section.

(iii) Three new subsections are substituted for the existing 
subsection (1) of section 15 of the Finance Act, 1987, 
which is the basic charging provision for the with
holding tax. The new subsection (1) incorporates the 
existing subsection (1) which catered for the deduc
tion of withholding tax and for the indemnification 
of the accountable person making the deduction. 
However, the new subsection not only indemnifies a 
health insurer as regards the deduction of the with
holding tax but also any subscriber or member on 
whose behalf the insurer makes a payment to cover 
consultants' fees for in-patient treatment.
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The new subsection (1A) caters for a situation where 
a subscriber or member has paid any fees to a con
sultant or person acting on the consultant’s behalf. 
The consultant must make a refund to the subscriber 
or member of the amount by which the aggregrate of 
the amount paid by the subscriber or member and 
the amount of benefit paid by the health insurer 
exceeds the amount of his fee.

The new subsection (IB) is an enabling provision to 
allow the Minister for Finance to make any regu
lations he considers necessary to secure the smooth 
operation of the withholding tax scheme in relation 
to payments made by health insurers.

Chapter II

Arrangements with regard to Returns, Assessments and Appeals

This Chapter is concerned with the new taxation arrangements 
announced in the Budget as part of a phased move towards a self- 
assessment tax system. The new arrangements will apply to all persons 
who, hitherto, had paid tax on the basis of a direct assessment made 
by the inspector of taxes. They will not apply to persons who are not 
tax liable or who pay all their tax under the PAYE system.

The main purposes of the new arrangements are to place more 
responsibility on taxpayers for meeting their own tax obligations, to 
reduce the levels of estimated tax and to streamline and significantly 
reduce the number of appeals.

Under section 10 all taxpayers affected by the new arrangements, 
called in the legislation “chargeable persons”, will have to make 
returns of income on or before the specified return date (31 December 
in the year of assessment for income tax or 9 months after the end of 
the accounting period for corporation tax). Returns must be made 
whether formally requested by the inspector or not and chargeable 
persons who fail to meet this requirement will suffer the 10 per cent, 
surcharge by reason of section 16.

In general, formal tax assessments will not be made until after a 
return has been delivered to the inspector by the chargeable person 
— see section 13. Under section 11 tax must be paid, however, in 
advance of the making of an assessment. This tax, which is called 
“preliminary tax”, is payable on 1 October in the year of assessment 
for income tax and within 6 months of the end of the accounting 
period for corporation tax (these are the current tax payment dates). 
A one month period of grace is provided by section 19. The amount 
of the tax must be not less than 90 per cent, of the tax ultimately 
found to be due for the year or period, otherwise an interest charge 
may arise. Preliminary tax will not be payable where the inspector 
has made an assessment before the due date for payment.

Preliminary tax must be paid by chargeable persons on their own 
initiative. It does not have to be expressed in any formal assessment 
or notice given by the inspector. In section 12 provision is made for 
the inspector to give notice of the amount of preliminary tax which 
he believes ought to be paid by a chargeable person. The tax in the 
notice will become payable if the chargeable person does not make a 
payment of preliminary tax or, in certain circumstances, does not 
make a return of income for the year or period. Appeals cannot be 
made against notices of preliminary tax and the only way the tax can
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be displaced is by the chargeable person paying his own estimate of 
the tax due or by making a return and requesting an assessment.

Preliminary tax paid will be allowed as a payment against the 
income or corporation tax due for the year or period and any amount 
overpaid will be repaid with interest.

In general, under section 13, formal tax assessments will be made 
only when a chargeable person has made a return. These assessments 
will be made in the first instance on the basis of the chargeable person’s 
return. A facility for the inspector to make estimated assessments is 
provided for cases where a return is not made or an unsatisfactory 
return is made. There will be a 6 year time limit on the making of 
assessments where the chargeable person has made a full return.

Under section 14 assessments can be amended by the inspector at 
any time within the 6 year time limit if his subsequent enquiries 
indicate that the assessment made on the basis of the chargeable 
person’s return was incorrect. The chargeable person may appeal 
against the amendment. Section 15 provides that the inspector is 
empowered to make any necessary enquiries to check the accuracy 
of a return notwithstanding that he had accepted the return for 
assessment purposes. These enquiries cannot be made outside the 
time limit unless the inspector has reason to believe that the return 
was incorrect.

A right of appeal against assessments, amendments or enquiries 
made outside the time limit is provided.

Under section 17 the normal appeal provisions will continue to 
apply but appeals will not be permitted against assessments made by 
reference to the chargeable person’s own figures or by reference to 
figures agreed by the chargeable person. Where estimated assessments 
are made in the absence of a return, the assessment may be appealed 
only after the chargeable person has made his return and paid the tax 
due on the basis of the return. Similarly, if an assessment is made in 
a case where the inspector does not agree with a return, the assessment 
may be appealed only after the chargeable person has paid the tax 
due on the basis of his return. Appellants will be required to state 
precisely what it is they are appealing against and the grounds for 
their appeal.

Section 18 provides that tax charged in an assessment will normally 
be due and payable on the day after the assessment is made. However, 
if the amount of preliminary tax paid by the chargeable person is less 
than the 90 per cent, requirement, or it was not paid in time, the tax 
due in the assessment will be back-dated to the date on which the 
preliminary tax was payable with appropriate consequences for 
interest on late payment of tax. Additional tax due on the amendment 
of an assessment which was made on the basis of a full return will be 
due on the day after the amendment. Otherwise the tax will be back
dated to the same due date as the tax in the assessment. Tax due on 
the determination of an appeal will be treated as payable on the 
original due date for the assessment unless certain conditions are 
satisfied.

Section 20 provides that where an assessment or computation 
(whether computed by the inspector or the chargeable person) must 
have regard to amounts chargeable or allowable on an actual basis 
and those amounts are not known at the time, the previous year’s 
figures must be used. Any tax overpaid on this basis will be repaid 
with interest. Any tax underpaid will not attract interest if it is paid 
within one month of the inspector’s notification of the amount due.
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SECTION 9
Subsection (1) is concerned with definitions for the purposes of the 

Chapter. Some of the definitions are self-explanatory. Those requiring 
elaboration are set out hereunder.

“appeal” means an appeal to the Appeal Commissioners under the 
normal appeal provisions;

“appropriate inspector” is defined so as to identify the inspector of 
taxes with whom the chargeable person (see below) will have dealings. 
The inspector in question will be the inspector specified in paragraph 
(a), (b) or (c) of the definition. The inspector at (c) will be the 
inspector to whom persons not on the Revenue records are required 
to make a return;

“chargeable period” means an accounting period of a company for 
corporation tax purposes or a year of assessment for income tax 
purposes;

“chargeable person”, defined as respects a chargeable period, means 
a person who is chargeable to tax for the period (whether chargeable 
on his own account or that of some other person). Excluded from the 
definition are, in addition to a person not chargeable to tax, persons:

Paragraph (a) — whose total income for the period is com
prised solely of emoluments coming within the scope of PAYE. 
(Persons with small amounts ot other income which is taken into 
account in computing their PAYE tax-free allowances will be 
regarded as persons whose income consists solely of PAYE 
income);

Paragraph (b) — persons specifically excluded by notice under 
section 10 (6) (i.e. persons whom the inspector considers will not 
have a tax liability);

Paragraph (c) — those persons chargeable solely under the 
provisions mentioned i.e. persons paying yearly interest, annuit
ies, royalities etc. who are obliged to deduct tax on payment and 
account for that tax (sections 433/434, Income Tax Act, 1967) 
with a broadly similar provision in the case of companies (section 
151, Corporation Tax Act, 1976);

“inspector of returns” relates back to paragraph (c) of the definition 
of “appropriate inspector”. He is the nominated inspector under 
section 10 (11) to whom persons not on Revenue’s records must make 
their returns;

“precedent partner” is defined in section 69 of the Income Tax Act, 
1967;

“prescribed form” — this definition will allow the Revenue Com
missioners to agree to accept computer produced forms;

“relevant chargeable period”, as defined, will ensure that the new 
arrangements envisaged in this Chapter will apply for income tax for 
the year 1988-89 et seq., and for corporation tax from a date to be 
fixed by the Minister for Finance;

“specified return dale for the chargeable period” means the date by 
which the taxpayer must make his return and is similar to the existing 
requirements;

“tax” means income tax or corporation tax, as the context requires.

Subsection (2) will ensure that the provisions being introduced in 
this Chapter will operate notwithstanding the provisions of the Tax

6



Acts or the Capital Gains Tax Acts and will not be overruled by any 
existing provision.

Subsection (3) is intended to cater for situations where obligations 
might be imposed on a person in more than one capacity. Its effect 
will be to ensure—

(а) where a person is required to do something on foot of this
Chapter in more than one capacity, that a discharge of 
one such requirement should not relieve him of the obli
gations of the other;

(б) that a person will not be obliged to do anything under the
provisions of this Chapter in one capacity merely because 
he has a similar obligation in some other capacity, and

(c) that where such an obligation would have applied to any 
person in more than one capacity but for any of the 
subsequent provisions of the Chapter, a release from that 
obligation under those provisions because of a matter 
related to his tax liability in a particular capacity will not 
operate to release him from that obligation in another 
capacity.

section 10 imposes on all chargeable persons the obligation to 
prepare and furnish to their appropriate tax inspector a return for the 
year of assessment or accounting period, as appropriate, and this 
must be done on or before the 31st of December in a year of 
assessment or (in the case of a company) within 9 months of the end 
of the company’s accounting period.

Subsection (1) sets out the particulars, etc. to be included in the 
return. These are the usual particulars required by existing tax return 
forms.

Subsection (2) imposes the requirement to make a partnership 
return on the precedent partner of a partnership.

Subsection (3) provides that returns submitted by virtue of sub
sections (1) and (2) will be regarded as returns which were required 
by notice to have been made under the relevant provisions of the 
Income Tax and Corporation Tax Acts and enables any action to be 
taken in relation to the returns as if they were returns called for by 
notice.

Subsection (4) requires chargeable persons to make returns even if 
they have not been notified to do so by an inspector.

Subsection (5) provides for the preparation and delivery of returns 
by the chargeable person or by some other person acting on his behalf. 
In the latter situation the return will be treated in all respects as if it 
had been made by the chargeable person.

Subsection (6) enables an inspector to exclude persons from the 
obligation to deliver a return. Existing exclusions are continued as if 
made under the subsection.

Subsection (7) ensures that this section will not interfere with the 
giving of a notice by an inspector under the provisions specified in 
section 48, Finance Act, 1986, nor with the requirements imposed by 
such notice. Inspectors will still be able to specifically require persons 
by direct notice to make a return. The giving of a notice to make a 
return will not relieve a person of any prior obligation to make a 
return under this section.
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Subsection (8) deals with the position of returns by spouses in cases 
of separate assessment to tax under section 197, Income Tax Act, 
1967. A return made by one spouse will be sufficient for both.

Subsection (9) provides that the earliest date on which a person 
can be required by notice to make a return is the date he is required 
to make it under this section.

Subsection (10) is the customary provision whereby an inspector’s 
certificate that he has not received a particular return shall be accepted 
as evidence to the effect that the return was not made, until the 
contrary is proved.

Subsection (11) provides for the nomination by the Revenue Com
missioners of an inspector of returns whose name and address will be 
advertised.

Subsection (12) ensures that the provisions of sections 500 and 503, 
Income Tax Act, 1967, which provide for the imposition of penalties 
for failure to make returns, will apply to a chargeable person who is 
obliged to make a return by virtue of subsection (1) or (2) and, 
consequentially, adds this section to the list of sections in Schedule 
15 to the Income Tax Act, 1967 (i.e. to the list of provisions referred 
to in sections 500, 501 and 503 of that Act which provide for penalities 
for failure to submit returns or for submitting incorrect returns).

section 11 is concerned with the payment of preliminary tax. 
This is a new concept for tax payment which is necessary because 
assessments will, in general, not be made until returns are received. 
It equates with the existing specified amount provisions in section 30 
of the Finance Act, 1976.

Subsection (1) imposes on all chargeable persons the requirement 
to pay preliminary tax appropriate to a chargeable period.

Subsection (2) defines a chargeable person’s preliminary tax appro
priate to a chargeable period as the amount of tax which in the opinion 
of the chargeable person is likely to be payable by him for the year of 
assessment or accounting period.

Subsection (3) provides for a standing obligation on chargeable 
persons to pay preliminary tax notwithstanding that a notice has not 
been issued by the inspector.

Subsection (4) ensures that preliminary tax will not be payable if, 
before the due date for payment, the chargeable person by whom the 
tax is payable receives a notice of assessment. In such circumstances, 
the tax in the assessment will be payable instead.

Subsection (5) provides for the crediting of any preliminary tax 
paid (and not repaid) against tax payable on foot of an assessment 
for the period to which the preliminary tax relates.

(The date for payment of preliminary tax is given in Section 18).

section 12 contains provisions enabling inspectors to issue notices 
of preliminary tax.

Subsection (1) enables an inspector to issue a written notice of the 
amount of preliminary tax which in the opinion of the inspector ought 
to be paid by a chargeable person. Such a notice may issue where 
there is default by the chargeable person in making a payment of 
preliminary tax or where, before the due date for payment of that 
tax, the inspector feels it is appropriate.
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However, notices will not issue once the chargeable person has 
submitted his return. In such cases, assessments will be made by 
reference to the return.

Subsection (2) sets down that (subject to the following provisions 
of the section) tax notified under subsection (1) is payable on the due 
date for the payment of preliminary tax for the period in question.

Subsection (3). The preliminary tax contained in a notice under 
subsection (1) will not be payable (subject to subsection (4)) where 
the chargeable person either makes a payment under section 11 before 
the specified return date of the amount he believes should be paid or 
notifies the Collector-General before that date that he will not have 
an assessable tax liability for the period.

Subsection (4) sets aside the “release” effected by subsection (3) 
where a chargeable person fails to make a return for the chargeable 
period covered by the notice under subsection (1). If the preliminary 
tax in that notice (increased by the surcharge under section 48 of the 
Finance Act, 1986, because of the failure to make the return) exceeds 
the preliminary tax (likewise increased) paid under section 11, the 
preliminary tax as notified under subsection (1) increased by the 
surcharge (less any preliminary tax paid) will become due.

Subsection (5) provides that preliminary tax notified under sub
section (1) shall, notwithstanding the foregoing provisions, cease to be 
due and payable upon the making of an assessment on the chargeable 
person. Any enforcement action etc. taken for the recovery of pre
liminary tax notified under subsection (1) will not be affected by this 
subsection.

Subsection (6) ensures that, subject to the foregoing provisions of 
the section, preliminary tax notified under subsection (1) is to be 
collected and paid as if it were tax contained in an assessment. Section 
113 of the Finance Act, 1986, provided for the storage, transmission 
etc. of records by electronic or other process. It also dispensed with 
the need to produce duplicates of assessments and provided that 
statements etc. based on electronic records would be evidence in 
court proceedings. Section 537 of the Income Tax Act, 1967, broadly 
ensures that assessments, etc. are not undermined because of minor 
errors. The provisions of these sections are applied to preliminary tax 
contained in a notice as they apply to assessments to tax.

Subsection (7) provides for the repayment, with interest, of any 
amounts of preliminary tax overpaid.

Subsection (8) enables the inspector to reduce or cancel a notice of 
preliminary tax.

Subsection (9). The purpose of this subsection is to ensure that the 
standing obligation on a chargeable person to pay preliminary tax, 
with or without a notice, will not be affected by the tax in a notice 
ceasing to be payable.

Subsection (10) enables a chargeable person to obtain relief where 
two notices of preliminary tax are given to him for the same period.

section 13 governs the making of assessments.

Subsection (1) provides that no assessment will be made before the 
date for making returns unless a return has already been made at the 
time the assessment is made.

Subsection (2). Under this subsection an inspector will make an
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assessment having regard to the information contained in the return 
delivered by the chargeable person and having regard to section 20.

Subsection (3) covers the situation where a person fails to make a 
return or, if a return has been made, the inspector is dissatisfied with 
it. In those circumstances the inspector will be free to make an 
estimated assessment by reference to the provisions mentioned i.e. 
section 184 of the Income Tax Act, 1967, and the corresponding 
corporation tax measure (section 144(4) of the Corporation Tax Act, 
1976) which provide for the making of assessments in the absence of 
returns or in the case of unsatisfactory returns.

Subsection (4) enables the inspector to elect not to make an assess
ment where he is satisfied that the correct tax has already been 
paid (e.g. as preliminary tax) and to notify the chargeable person 
accordingly.

Notwithstanding this provision, but subject to section 14(2), the 
inspector will not be precluded from subsequently making an assess
ment.

Subsection (5) provides that only the tax to be paid need be shown 
in the notice of assessment where an estimated assessment is made 
under the provisions of subsection (3) or where the chargeable person 
himself has calculated the tax which would be payable in an assessment 
and this calculation is accepted by the inspector.

Subsection (6) entitles a chargeable person who has delivered a 
return to require the inspector to make an assessment on him.

section 14 is concerned with the amendment of assessments and 
time limits for making or amending assessments.

Subsection (1) empowers an inspector, subject to subsection (2) and 
to section 211 of the Income Tax Act, 1967 (which concerns the 
assessment of personal representatives of deceased taxpayers subject 
to certain time limits), to amend an assessment made under section 
13. Such amendment can happen despite the payment of tax under 
the original assessment and notwithstanding earlier amendment(s).

Subsection (2) sets a time-limit on the making or amendment of 
assessments where a full return has been made by the taxpayer in 
respect of the period in question. The limit is 6 years after the end of 
the year of assessment or accounting period in which the return is 
made. There will be no time-limit where an incorrect return is made. 
Further tax may not be paid or existing tax repaid once the time-limit 
is reached. The proviso ensures that the assessment may, however, 
be amended to cater for the items listed at (a) to (f).

The section is not to affect section 455(3) of the Income Tax Act, 
1967 (which permits an assessment to be adjusted up to 3 years after 
the completion of administration of an estate) or section 54(4)(b) of 
the Finance Act, 1974 (which is an anti-avoidance measure charging 
tax on certain dividends received by directors and employees and 
provides that assessments under its provisions may be made at any 
time).

Subsection (3) enables a chargeable person to appeal to the Appeal 
Commissioners against an assessment or an amendment of an assess
ment on the basis that such assessment or amendment is precluded 
by virtue of the time-limit in subsection (2). If the appeal is successful 
the assessment or amendment will be cancelled.

Subsection (4) caters for a situation in which a chargeable person
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would be in doubt as regards a matter to be included in a return. In 
such circumstances the return may be made to the best of the person’s 
belief and his return obligations with regard to the matter will be 
treated as fulfilled if he draws the inspector’s attention to the matter 
in question. The subsection will not apply where the inspector or the 
Appeal Commissioners do not regard the doubt as genuine and 
consider that the person was acting with an avoidance or evasion of 
tax motive.

Subsection (5) enables the inspector to make any necessary amend
ments to an assessment, including the addition of a new income 
source, so as to ensure that the assessment contains the correct tax 
for the chargeable period.

section 15, in subsection (1), provides that an inspector, in making 
or amending an assessment on a chargeable person, may act on the 
basis of any information supplied by that person in his return. 
However, the inspector will not be precluded from making whatever 
enquiries he deems necessary to satisfy himself as to the accuracy of 
the information furnished nor be prevented (subject to section 14(2)) 
from amending an assessment.

The proviso to subsection (1) sets a 6 year limit on such enquiries, 
etc. unless the inspector has grounds to believe that the return was 
completed in a fraudulent or negligent manner.

Subsection (2) provides a chargeable person, who is aggrieved by 
an inspector’s enquiries, etc. under subsection (1) on the grounds that 
the time-limit applies, with a mechanism for making an appeal to 
the Appeal Commissioners and all action arising as a result of the 
inspector’s enquiries will be stopped pending the outcome of the 
appeal. If the appeal is successful the inspector is precluded from 
pursuing his enquiries further.

section 16 brings the new arrangements being set in place by this 
Chapter within the ambit of section 48 of the Finance Act, 1986 
(which provides for the imposition of a surcharge for failure to deliver 
returns in time). Preliminary tax, in addition to tax in an assessment, 
will be increased by the surcharge where there has been a failure to 
make a return on time.

section 17 governs the rights of a chargeable person to appeal 
under the new provisions.

Subsection (1) stipulates that no appeal may be made against:

(a) a notice of preliminary tax — in such cases the chargeable 
person can make and pay his own estimate and displace 
the notice,

(ft) the amount of any income, allowance, etc. in an assessment 
based on accepted particulars of income etc. contained in 
a chargeable person’s return, or

(c) the amount of any such particular agreed between the inspec
tor and the chargeable person.

Subsection (2). An estimated assessment made by an inspector 
under any of the provisions mentioned in section 13(3), following 
default in the making of a return or the submission of an unsatisfactory 
return, will not be subject to appeal until (i) the return is made where 
appropriate and (ii) tax is paid on foot of the assessment in an amount 
which is not less than that tax which would be payable if it had been 
assessed on the basis of the return i.e. the tax which is due on the
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basis of the person’s own figures (“tax” includes interest plus costs or 
other amounts which may be charged or levied in pursuing the 
collection up to the date of payment).

Subsection (3). Where under section 14 an assessment is amended 
— other than an amendment arising from the determination of an 
appeal — the chargeable person will have a right to appeal against 
the amended assessment as if it were a notice of assessment subject 
to the limitation mentioned in the subsection i.e. the appeal is limited 
to any amounts changed, added or deleted by the amendment.

Subsection (4) requires appellants to identify specifically what it is 
that they are aggrieved by in the assessment or amended assessment.

Subsection (5) ensures that failure to comply with subsection (4) 
will render the appeal ineffective.

Subsection (6) provides that, except in certain circumstances, new 
matters cannot be introduced after the appeal is made.

section 18 sets down the rules regarding dates for payment of tax.

Subsection (1) sets—

(a) 1st October in the year of assessment, or

(b) within 6 months from the end of the accounting period 

as the due date for payment of preliminary tax.

Subsection (2) sets out, subject to subsection (3), the due date for 
tax contained in an assessment viz.—

(a) where the assessment is made before the due date for pre
liminary tax, on or before that date; or

(b) where the assessment is made on or after that date, the day
following the assessment.

Subsection (3) provides that where tax would otherwise be due on 
the day following that on which the assessment is made (subsection 
(2) (b)) and

(a) no preliminary tax has been paid, or

(b) the preliminary tax paid is less than 90 per cent, of the total
tax payable for the period, or

(c) the preliminary tax was not paid within one month of its due
date,

the tax assessed is regarded as due and payable on the due date for 
payment of preliminary tax and interest will accrue accordingly.

Subsection (4) covers additional tax which becomes due following 
amendment of an assessment. Such tax will be deemed due and 
payable on the date the tax charged in the original assessment was 
due and payable. The proviso relaxes this measure by setting the due 
date as the day following the issue of the assessment or amended 
assessment if the amendment is made to an assessment made following 
a full return.

Subsection (5) provides that any balance of tax arising on the 
determination of an appeal against an assessment will be payable on
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the same day as the original tax in the assessment was payable but 
this stipulation is relaxed where at least 90 per cent, of the full tax 
due in the assessment had been paid before the appeal was made and 
the preliminary tax and return filing requirements had been satisfied.

section 19 makes certain modifications to the provisions with 
regard to interest on late payments of tax.

Subsection (1) secures that section 550(2A) — which is concerned 
with the agreement and payment of amounts not in dispute under an 
appeal — is not to apply to an assessment made on a chargeable 
person. The requirement to pay preliminary tax and the requirements 
of section 17(2) make this provision unnecessary.

Subsection (2) reduces the period of grace, within which tax must 
be paid if an interest charge is to be avoided, from two months to one 
month.

section 20 deals with the situation where income and deductions 
which, respectively, are chargeable and allowable on an actual basis 
(i.e. the amounts are calculated by reference to payments made or 
received in the year of assessment) must be taken into account in an 
assessment or computation made before those actual amounts have 
been returned to the inspector.

Subsection (1) empowers an inspector in making an assessment or 
an amended assessment for a chargeable period or an inspector or a 
chargeable person in making a computation of tax payable at a time 
before a return for the next chargeable period is made (actual amounts 
are normally included in that return), to base the assessment, amend
ment or computation on the equivalent amount of income receivable 
or deductions allowable in the immediately preceding chargeable 
period.

Subsection (2) provides for the adjustment by the inspector of a 
computation or assessment on receipt by him of details of the correct 
amounts for income or deductions and also provides for a repayment 
of tax overpaid or the payment of tax underpaid in consequence of 
such adjustment.

Subsection (3) ensures that tax repaid under subsection (2) will be 
repaid with interest on the same basis as repayments of preliminary 
tax under section 12(7), while no interest will be chargeable on or by 
reason of the underpaid tax if it is paid within a month of its being 
notified by the inspector.

Subsection (4) deems the computation of an amount of income or 
a deduction in an assessment or amended assessment under subsection 
(1) to have been determined without alteration of an amount con
tained in the chargeable person’s return. This is done for the purposes 
of section 17 (1) (b) which effectively means that it will not be subject 
to appeal.

Subsection (5) ensures that section 528 of the Income Tax Act, 
1967, which itself provides for the estimation of certain “actual” 
amounts of income and deductions, is not to apply to a chargeable 
person for any chargeable period.

section 21 contains a number of miscellaneous provisions required 
for the purposes of the Chapter.

Subsection (1) applies section 211 of the Income Tax Act, 1967 
(which provides for the making of assessments or additional first 
assessments on the personal representatives of deceased individuals
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and for time-limits on such assessments) to amended assessments as 
it applies to additional first assessments.

Subsection (2) ensures that the definition of assessment in section 
509 of the Income Tax Act, 1967 (which defines terms for the purposes 
of Part XXXV — Penalties and Assessments — of that Act) will cover 
amended assessments under section 14.

Subsection (3) deems the issue by whatever means of notices of 
preliminary tax issued in the name of an inspector whether issued by 
him or some other Revenue official and assessments bearing the 
inspector’s name to have been given or made to the best of the 
inspector’s information and judgment. This provision is necessary to 
provide for the application of increased computerisation to the hand
ling of tax data and procedures.

Subsection (4) ensures that the operation of certain tax provisions 
which are affected by the date on which an assessment becomes final 
and conclusive can continue to operate notwithstanding the inspector’s 
powers to amend the assessment and notwithstanding that he has 
elected not to make an assessment.

Subsection (5). Section 5 of the Finance (Miscellaneous Provisions) 
Act, 1968, imposes an obligation on persons who are chargeable to 
income tax and who have not been served with forms on which to 
make returns of income to give notice of their chargeability to the 
inspector. The giving of such notice will not exempt a chargeable 
person from the requirement imposed on him by section 10 to make 
a return under that section.

Subsection (6) provides that the specified amount procedures 
enshrined in section 30 of the Finance Act, 1976, will not apply to 
assessments made on any person for a relevant chargeable period. 
In future, persons making appeals will have been required to pay 
preliminary tax, or to pay the tax as shown by their returns, or will 
be persons who have paid tax on all their income under PAYE.

Chapter III

Income Tax, Corporation Tax and Capital Gains Tax

Section 22 exempts from tax payments under the Enterprise Allow
ance Scheme or the Enterprise Scheme as it is now known. The 
exemption is retrospective to the commencement of the scheme in 
1983.

Section 23 provides for a continuance, for a further year, of the 
existing stock relief scheme for farmers.

Section 24 raises from £4,000 to £6,000, the capital value used in 
determining—

(a) the capital allowances, and

(b) the deduction for running expenses,

to be granted for tax purposes in respect of motor cars used in the 
course of a trade, profession or employment. In the case of capital 
allowances, the increase applies to cars provided after 27 January, 
1988 (other than cars that were contracted for before that date but 
provided within 12 months of that date), while in the case of running 
expenses, the increase applies to expenses incurred after that date.
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Section 25 extends the owner-occupier allowance provided for in 
section 44 of the Finance Act, 1986, to the Custom House Docks 
Area.

Section 26 provides for the extension from 31 May, 1989 to 31 May, 
1991 of the time limit applying to qualifying expenditure for the 
purposes of the urban renewal reliefs provided for in the Finance Act, 
1986 which apply in designated areas of Dublin, Cork, Limerick, 
Waterford and Galway.

Sections 27 to 29 reintroduce “section 23” relief (section 23 of the 
Finance Act, 1981) and associated reliefs which provide for the set
off of the construction or conversion cost of certain rented residential 
accommodation against rental income. Relief is also provided in 
respect of the cost of refurbishment of substandard buildings for 
multiple residential accommodation. The re-introduced section 23 
scheme will apply to expenditure incurred in the period from 27 
January, 1988 (Budget Day) until 31 March, 1991. The scheme will 
apply on the same basis as originally, that is. construction expenditure 
or conversion expenditure on multiple dwellings may be set against 
all rental income. Refurbishment expenditure and expenditure on the 
conversion of a non-residential building into a single dwelling may be 
set only against rental income from the buildings in question. The 
permitted upper floor area for a flat or maisonette is 90 square metres 
(originally 75 square metres) and the requirement which previously 
applied in relation to refurbishment and single dwelling conversions 
that flats or maisonettes over 75 square metres should contain three 
or more bedrooms is dropped.

Section 27 reintroduces section 23 of the Finance Act, 1981, in 
respect of construction expenditure incurred in the period from 27 
January, 1988 (Budget Day) to 31 March, 1991. An allowance of 100 
per cent, of construction expenditure (including development costs, 
but excluding site cost) incurred in that period on the provision of 
certain rented residential accommodation may be set against all rental 
income in computing liability to tax under Case V of Schedule D.

Together with the re-introduction of section 23 of the Finance Act, 
1981, the provisions of section 24 of the Finance Act, 1981, (which 
apply the provisions of section 23 with suitable modifications) will 
apply for the same period in relation to expenditure incurred on 
the conversion into two or more residential units of a building not 
previously in use as a dwelling or in use as a single dwelling.

Section 28 applies for the period 27 January, 1988, to 31 March, 
1991, the provisions of section 21 of the Finance Act, 1985, which 
provide relief for the cost of refurbishment of a building containing 
two or more residential units. The refurbishment cost may be allowed 
against future rental income from the residential units in the buildings 
in so far as the expenditure is attributable to such units.

Section 29 provides for the application of the provisions of section 
22 of the Finance Act, 1985, to the period beginning on 27 January, 
1988, and ending on 31 March, 1991. Section 22 enables the cost of 
conversion of a non-residential building into a single residential unit 
for letting to be set against the rental income from that residential 
unit. That section also provides that expenditure on conversion of 
premises into a single residential unit or multiple units will be deemed 
to include expenditure on improvement work carried out in the course 
of conversion. Such improvement expenditure may be set only against 
rental income from the buildings in question.

Section 30 extends the scope of existing provisions exempting
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income and capital gains from investments in the course of pension 
fund business from income tax, corporation tax and capital gains tax 
by deeming financial futures contracts and traded options contracts 
to be investments.

Section 31 and Part I of the Second Schedule provide that following 
the reductions of the basic rate of corporation tax from 50 per cent 
to 47 per cent on 1 April, 1988 and to 43 per cent on 1 April, 1989, 
the normal tax credit applicable to company distributions will be 
reduced from 35/65ths to 32/68ths of distributions made in the year 
1988/89 and to 28/72nds of distributions made after 5 April, 1989. No 
change is required in the tax credit of 1/18th of distributions out 
of profits relieved under the special scheme of relief available to 
manufacturing companies since the 10 per cent, rate of corporation 
tax remains unchanged.

Certain technical amendments are also provided for in relation to 
distributions out of profits which have been accorded export sales 
relief and in relation to the allowance against corporation tax of tax 
credits carried by distributions received by overseas life assurance 
companies.

Section 32 terminates the “primary fund” provisions of section 45 
of the Finance Act, 1980, whereby a company in receipt of income 
which is effectively charged to corporation tax at the rate of 10 per 
cent, i.e. manufacturing income, is treated as making its distributions 
primarily out of that income until it is fully distributed. A distribution 
treated as paid out of the “primary fund” of a company carries a 
reduced tax credit calculated as l/18th of the distribution.

The section amends section 45 of the Finance Act, 1980, so as to 
provide a new arrangement in respect of distributions made on or 
after 6 April, 1989 or, if a company so elects, from an earlier date 
falling on or after 6 April, 1988. Under the new arrangement a 
distribution will be treated as made for a specific accounting period 
of a company. The distribution will be treated as paid partly out of 
the manufacturing income and partly out of the non-manufacturing 
income of the specified period in the proportions which the amount of 
the manufacturing income and the amount of the non-manufacturing 
income bear to the amount of the total income for the period. The 
parts of the distribution treated as paid out of the manufacturing and 
non-manufacturing income respectively will be treated as separate 
distributions. The tax credit in respect of the “manufacturing” dis
tribution will be calculated as l/18th of that distribution. The tax 
credit in respect of the “non-manufacturing” distribution will be 
calculated without further reference to the provisions of section 45 of 
the Finance Act, 1980.

Where dividends have previously borne a reduced l/18th tax credit 
under the “primary fund” arrangement, a commensurate amount of 
manufacturing income will be omitted from the reckoning of tax 
credits under the proposed arrangement.

A number of technical amendments, provided for in Part II of the 
Second Schedule, have been made to Chapter VI of the Finance Act, 
1980 to reflect the new arrangement.

Chapter IV 

Corporation Tax

Section 33 reduces the rate of corporation tax which applies to the 
profits of companies from 50 per cent, to 47 per cent from 1 April,
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1988 and to 43 per cent, from 1 April, 1989. Provision is made also 
for the termination of the reduced rates of tax applicable to the profits 
of certain companies (viz. small companies, building societies, the 
Agricultural Credit Corporation and some public utility companies) 
and to interest on housing loans made by banks. The reduced rates 
will cease to apply as respects profits and interest arising after 1 April, 
1989.

Part I of the Third Schedule contains technical adaptations which 
clarify how corporation tax is to be charged where two rates of 
corporation tax respectively apply to two parts of one accounting 
period of a company.

Part II of the Third Schedule principally ensures that the reduction 
of corporation tax enjoyed by manufacturing companies will be such 
that their income from sales of manufactured goods will continue to 
be charged at 10 per cent.

Section 34 provides that relief in respect of that part of a loss or 
any charges on income (such as interest or royalties paid) which is 
attributable to the sale of goods manufactured by the surrendering 
company in a group of companies shall be allowed only against the 
income of a claimant company in the group which is income from the 
sale of goods manufactured by the claimant company. This limitation 
will apply to relief which may be surrendered by all companies in 
respect of losses incurred in carrying on trading activities which are 
deemed to be manufacturing activities for the purposes of the 10 per 
cent, rate of corporation tax.

For the duration of export sales relief where the last claim to relief 
from corporation tax by a company in respect of the income of a trade 
was by reference to export sales, reliefs to be surrendered which 
are attributable to that trade are unaffected by this section. Losses 
referable to capital allowances in respect of buildings in use by 
financial service companies qualifying for a 10 per cent rate of cor
poration tax are also unaffected.

Provisipn is made to ensure that the scheme of the 10 per cent rate 
of corporation tax operates so as to treat the restricted group relief 
as having reduced the income which would otherwise be charged at 
the rate of 10 per cent and not to have reduced any other income of 
a company.

The restriction also applies to consortium relief.

Section 35 provides for the deletion from section 39A of the Finance 
Act, 1980 of a restriction on the extent to which a non-manufacturing 
trade carried on in Shannon Airport, and currently exempt from tax 
until 1990 under the existing scheme of Shannon relief, may qualify 
for relief after 1990 under the 10 per cent, scheme of relief. The 
restriction reflected certain rules operated by the European Com
munity in relation to “regional aids” to industry. As section 39A 
stood, a company had to fulfil a condition with regard to “initial 
investment” (broadly, new investment in expansion or substantial re
organisation of its business) before the Minister for Finance could 
issue a certificate to enable the business to qualify for relief under the 
ten per cent, scheme. This condition is deleted by this section.

Section 36 removes the requirement in relation to the International 
Financial Services Centre in the Custom House Docks Area of Dublin 
that prior to location in the area a company must carry out its trading 
operations in a premises occupied on an arm’s length basis under an 
arrangement with an unconnected person.
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Provision is made for the addition of “dealing in commodity futures 
or commodity options” to the classes of trading operations which may 
be certified by the Minister for Finance for the purposes of the relief. 
Also, the scope of the relief is extended to include the income and 
gains arising from investments located outside the State which are 
investments of a foreign life assurance company or investments man
aged by a foreign unit trust business located in the International 
Financial Services Centre.

Section 37 is concerned with interest which may be payable by a 
company carrying on international financial service activities in the 
Custom House Docks Area to a parent company outside the State. 
Under section 84 (2) (d) (iv) of the Corporation Tax Act, 1976, such 
interest could be treated as a distribution (in effect, deemed to be in 
the nature of a dividend) and, therefore, would not be deductible as 
a trading expense. In the special circumstances of the companies 
which will carry on financial services in the Custom House Docks 
Area, such interest may be excluded from section 84 (2) (d) (iv), if a 
company so wishes.

Section 38 amends section 31 of the Finance Act, 1974 to enable 
companies carrying on international financial service activities in the 
Custom House Docks Area of Dublin or service activities in Shannon 
Airport to pay interest to non-residents without deducting tax.

Section 39 provides a temporary exemption from corporation tax 
for Nitrigin Eireann Teoranta (NET) in respect of income from sales 
of gas.

Section 40 brings the processing of fish on board a factory ship within 
the definition of “qualifying shipping activities” for the purposes of 
section 28 of the Finance Act, 1987, which extended the 10 per cent 
rate of corporation tax to such activities and restricted the set-off of 
capital allowances and losses arising out of such activities. Relief for 
investment in corporate trades will not be available in respect of 
investment in a company operating a factory ship.

The section also provides for a minor technical amendment to 
correct an error in section 28 of the Finance Act, 1987.

Section 41 provides for a new relief from corporation tax in the case 
of dividends remitted to an Irish company from its foreign subsidiaries. 
The section provides that the relief will be conditional on the Minister 
for Finance being satisfied that the proceeds of the dividends will be 
applied for the purposes of an investment plan directed towards the 
creation or maintenance of employment in a business carried on 
within the State.

Section 42 provides for the exemption from corporation tax of 
profits of the Custom House Docks Development Authority.

Chapter V 

Capital Allowances

Sections 43 to 48 provide in general for the reduction of accelerated 
capital allowances and certain ancillary matters. These allowances are 
being reduced:

— from 100 per cent to 75 per cent for the year 1 April, 1988 
to 31 March, 1989, and

— from 75 per cent to 50 per cent thereafter.
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These allowances may be in the form of either an initial allowance 
or accelerated wear and tear allowances.

The reductions do not apply in respect of expenditure incurred 
under any contract entered into on or before 27 January, 1988, or, as 
respects plant and machinery used in the trade of hotel-keeping where 
the hotel was constructed under a contract entered into on or before 
31 May, 1988, or to buildings or machinery or plant provided for 
projects under negotiation with the industrial development agencies 
and finally approved by them for grant assistance by 31 December, 
1988. The reductions do not affect the special building incentives in 
the designated urban areas under the Finance Act, 1986 nor do they 
apply in respect of qualifying service companies in the Custom House 
Docks Area of Dublin or in Shannon Customs-free Airport.

Normal annual wear and tear allowances will be applied to the 
balance of expenditure not written off by the reduced accelerated 
allowances.

The existing ceiling on certain accelerated capital allowances for 
farmers will be abolished with effect from 1 April, 1989.

Section 43 amends section 251 of the Income Tax Act, 1967, to 
provide for the continuance of initial allowance at 75 per cent in 
respect of expenditure incurred on machinery or plant in the year 1 
April, 1988 to 31 March, 1989 and at 50 per cent in the period 1 April, 
1989 to 31 March, 1991.

It also provides that where initial allowance under section 251 is 
claimed, this will prohibit a claim for accelerated wear and tear 
allowance on the same machinery or plant.

Section 44 prohibits from 1 April, 1988 the granting of accelerated 
annual allowances under section 25 of the Finance Act, 1978 in respect 
of expenditure on an industrial building where initial allowance has 
been given in respect of the same expenditure under section 254. The 
claimant has the option of foregoing a 50 per cent initial allowance 
for expenditure incurred in the year 1 April, 1988 to 31 March, 1989 
so as to secure an accelerated annual allowance of 75 per cent.

Section 45 is an anti-avoidance provision which amends section 265 
of the Income Tax Act, 1967 to provide for the application of a 
balancing charge where consideration, other than a premium falling 
to be treated as rent, is received in respect of an interest which is less 
than a relevant interest (as defined in section 268 of the Income Tax 
Act, 1967) in an industrial building. In the absence of this provision, 
it is possible for the owner of an industrial building to claim capital 
allowances and then realise a major proportion of the value of the 
building through the creation of an interest marginally inferior to his 
own interest (for example, if he owns a freehold interest, by creating 
a 999 year lease). Because he retains the superior interest, the amount 
of the value realised is not reflected by a clawback of any of the capital 
allowances granted. This section ensures that from now on such value 
received will be charged to tax so as to recoup capital allowances 
previously given.

Sections 46 and 47 provide for the restriction of accelerated writing- 
down allowance (free depreciation) to 75 per cent of capital expen
diture in the period 1 April, 1988 to 31 March, 1989 and to 50 per 
cent from 1 April, 1989 in relation to machinery and plant.

Section 48 amends section 25 of the Finance Act, 1978 which 
provides for accelerated annual allowances for industrial buildings by
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restricting accelerated allowances to 75 per cent of capital expenditure 
in the period 1 April, 1988 to 31 March, 1989 and to 50 per cent of 
capital expenditure from 1 April, 1989.

Section 49 provides for the continuance until 31 March, 1991 of the 
allowance provided by section 25 of the Finance Act, 1981 whereby 
multi-storey car parks are deemed to be industrial buildings for the 
purposes of industrial building initial and annual allowances.

Section 50 provides for the continuance for another three years (to 
March, 1991) of certain capital allowances which otherwise expire on 
31 March, 1988. These are the 50 per cent initial allowance and the 
4 per cent annual allowance for certain industrial buildings.

Section 51 provides that unrestricted accelerated capital allowances 
for machinery or plant and industrial buildings will continue to be 
available in the cases of—

(1) qualifying companies in the Custom House Docks Area of 
Dublin,

(2) qualifying service activities in Shannon Customs-free Air
port,

(3) the special building incentives under the Finance Act, 1986 
for urban designated areas,

(4) contracts entered into on or before 27 January, 1988 (Budget 
Day),

(5) projects approved for grant assistance by the industrial 
development agencies before 31 December, 1988, and

(6) machinery or plant provided for the purpose of a new hotel 
or hotel extension before 1 April, 1991, where a building 
contract is entered into after 27 January, 1988 and before 1 
June, 1988.

Section 52 amends the capital allowances provisions as they apply 
to a trade of farming by—

(i) adding to the types of expenditure which qualify for
farm buildings allowances;

(ii) introducing the general 50 per cent restriction on farm 
buildings allowances from 1 April, 1989 (up to which 
date the existing 30 per cent restriction on that allow
ance continues to apply);

(iii) terminating from 1 April, 1989 the 100 per cent free
depreciation provisions of section 14 of the Finance 
Act, 1977 in relation to certain works, and

(iv) terminating the existing 30 per cent ceiling on capital
allowances for machinery and plant on 6 April, 1989. 
After 1 April, 1989, capital allowances in relation to 
machinery and plant used in any trade, including 
farming, will be subject to the general 50 per cent 
ceiling.

Chapter VI 

Pension Fund Levy
Section 53 provides for the levy on pension funds announced in the 

Budget. It differs from the scheme as originally proposed which would
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have charged a levy on the actual income and realised gains of the 
year 1988. Instead, the amount chargeable will be determined by 
assuming a return of 9 per cent, for the year 1988 from the investments 
of a fund. The value of a fund’s assets at 1 January, 1988 will be the 
basis for this calculation. From the profits so determined, deductions 
will be allowed in respect of pensions paid for the year 1988 and, in 
the case of certain schemes, interest received net of retention tax. 
The levy will not be chargeable if the amount chargeable is not more 
than £5,000. The levy will be charged at the rate of 6 per cent, on the 
net amount chargeable. All assets of pension funds will not be taken 
account of in determining chargeable profits. Certain “excluded 
assets” are identified in the section so as to ensure that the levy will 
not apply to—

(a) funds in respect of employees whose employment is exercised
outside the State, or

(b) funds where contributions are subject to the insurance levy
imposed by section 92 of the Finance Act, 1982.

PART II

Customs and Excise 

Section 54 defines an abbreviation.

Section 55 increases the rate of excise duty on cigarettes by 3.2p on 
the packet of 20 with pro rata increases in respect of other tobacco 
products. The new rates are set out in the Fourth Schedule. The 
section also provides for the removal of the definition “cavendish or 
negrohead” from the excise legislation governing tobacco products 
and the substitution of the term “sweetened pipe tobacco”.

Section 56 provides for increases in the rates of excise duty on 
certain hydrocarbon oils as follows:

Petrol ................................................ £1.40 per hectolitre
Diesel oil used in motor vehicles ... £0.70 per hectolitre.

The section also introduces an excise duty differential of £0.80 per 
hectolitre in favour of unleaded petrol.

Section 57 makes it an offence for any person to remove substances 
which were mixed with goods liable to excise duty for the purpose of 
Revenue control, or to deal in goods from which such substances 
were removed. The section also provides for penalties for those 
convicted of such an offence.

Section 58 confirms the following Order:

S.I. No. 338 of 1987 Imposition of Duties (No. 287) (Excise
Duty on Table Waters) Order, 1987.

This Order was made to comply with EEC requirements and provided 
for the termination of the rebate of exicse duty on table waters with 
effect from 1 January, 1988.

PART III 

Value-Added Tax 

Section 59 is a definitions section.
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Section 60 amends the definition of moneys received in section 1 of 
the Value-Added Tax Act, 1972, with effect from 1 October, 1988. 
The amendment is consequential to the granting to the Revenue 
Commissioners, by section 73, of powers of attachment in relation to 
debts due to tax defaulters. The object of the amendment is to ensure 
that persons, whose debts are attached, are liable to VAT on the 
amount of those debts where the debts arise from the supply by such 
persons of taxable goods or services and they are accounting for VAT 
on the moneys received basis.

Section 61, in confirmation of Financial Resolution No. 3 of 27 
January, 1988, amends section 11 (1) of the VAT Act in order to 
provide for the introduction of a 5 per cent, rate on electricity and 
for the reduction from 1.7 to 1.4 per cent, in the rate on livestock. 
The amendments have effect from 1 March, 1988.

Section 62, in confirmation of Financial Resolution No. 3 of 27 
January, 1988, amends section 12A of the VAT Act to provide for 
the reduction, from 1.7 to 1.4 per cent., in the compensatory flat-rate 
credit allowed to taxable persons purchasing agricultural produce or 
agricultural services from unregistered farmers, for transmission to 
those farmers as addition to prices. (The reduction, which has effect 
from 1 March, 1988, is made because there has been no significant 
improvement in payment of arrears of tax-related levies by farmers).

Section 63, in confirmation of Financial Resolution No. 3 of 27 
January, 1988, amends the Second Schedule (goods and services liable 
at zero per cent.) to the VAT Act in order to provide for the abolition 
of the zero rate on electricity. The amendment, which has effect from 
1 March, 1988, is necessary having regard to the introduction, by 
section 61, of a 5 per cent, rate on electricity.

PART IV 

Stamp Duties

Section 64 imposes the levy on the banks which was announced in 
the Budget. The duty will be assessed on the average amount of 
current accounts and deposit accounts as at stated dates in each of 
the months in 1987 subject to certain adjustments including a threshold 
of £10,000,000. Rates of 0.325 per cent, and 0.45 per cent., as 
appropriate, will apply.

Section 65 reduces the rate of stamp duty from 6 per cent, to 5 per 
cent, in the case of a conveyance or transfer on sale where the amount 
or value of the consideration exceeds £50,000 but does not exceed 
£60,000. The section also revokes the Imposition of Duties (Stamp 
Duty on Certain Instruments) Order No. 288 of 1988 which made 
similar provision with effect from 28 January, 1988.

PART V

Capital Acquisitions Tax

Section 66 is intended to remove any doubt that the credit to be 
given under section 63 of the Finance Act, 1985 (for capital gains tax 
against capital acquisitions tax) is to be confined to the lesser amount 
of these two taxes attributable to each asset, or to a part of each asset, 
which is property charged with both taxes on the same event.

22



PART VI

Miscellaneous

Section 67 relates to the Capital Services Redemption Account. 
The section

(a) adjusts the provisional annuity for 30 years fixed last year,
so as to take account of actual expenditure on Voted 
Capital Services in 1987 and

(b) fixes provisionally a new annuity for 30 years in respect
of the estimated expenditure in 1988 on Voted Capital 
Services.

Section 67 (8) will enable the Minister for Finance to use savings 
arising from debt management to directly reduce debt service costs. 
At present savings have to be brought into the Exchequer as Mis
cellaneous (Non-Tax) Revenue.

Section 68 is a technical amendment to Section 54 of the Finance 
Act 1970, as amended by Section 49 of the Finance Act, 1978, which 
empowered the Minister to purchase stock from the Post Office 
Savings Bank for cancellation. This section extends that provision to 
cover Departmental Funds generally. The section also amends Section 
54 of the Finance Act 1970 to empower the Minister for Finance to 
charge the costs arising out of the employment of consultants for the 
better management of the public debt to the Central Fund.

Section 69 (1) gives the Minister for Finance power to waive repay
ment of advances (including interest) made from the Central Fund to 
the Local Loans Fund. Section 69 (2) provides that a statement of 
such waivers shall be laid before each House of the Oireachtas from 
time to time. These changes are consequential on the enactment of 
the Local Loans Fund (Amendment) Act, 1987.

The Local Loans Fund (Amendment) Act, 1987 (No. 19 of 1987) 
gave the Minister for Finance power to waive repayment of amounts 
outstanding on loans advanced from the Local Loans Fund (LLF). 
Its purpose was to end the system of circular payments whereby the 
repayments of the loans by local authorities etc. were in many cases 
partially or wholly subsidised by the Exchequer. Existing subsidised 
loans would be written-off and grants would replace loans in the 
future. The write-off involved no extra cost to the Exchequer.

As the loans from the LLF are written-off, it is necessary to write
off the corresponding Exchequer advances from the Central Fund to 
the LLF. There is no net effect on the Exchequer as the write-off will 
merely be regulating monies passing between two Exchequer Funds.

Section 70 extends to securities issued by Bord Telecom Eireann 
and Irish Telecommunications Investments p.l.c. the tax privileges 
which apply under Part XXXII of the Income Tax Act, 1967, and 
section 19 of the Capital Gains Tax Act, 1975, to securities issued by 
other semi-State bodies.

Section 71 is intended to remove an uncertainty as to the entitlement 
of sheriffs, including the new Revenue sheriffs, to poundage fees 
in the execution of warrants for tax debts. The section which has 
retrospective effect establishes the sheriff or county registrar’s entitle
ment to take poundage without having to resort to seizure when 
enforcing tax debts. The section provides that where a tax defaulter 
pays an amount in respect of his default or an amount for poundage 
to a sheriff or county registrar in certain circumstances, the sheriff or 
registrar will be regarded as having made a seizure and levy and
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thereby as being entitled to the poundage. The circumstances are that 
a certificate or execution order has been lodged with the sheriff or 
registrar and the sheriff or registrar has either informed a defaulter 
of his intent to execute the certificate or order by seizure of goods or 
has demanded payment of the amount of the default.

Section 72 provides for the incentive for taxpayers to bring their 
tax affairs up to date announced in the Budget. The incentive provides 
for the waiver of certain outstanding interest charges and penalties in 
respect of tax arrears, where the taxpayer brings his total liability to 
tax (inclusive of arrears), PRSI, health contributions, employment 
levy and income levy up to date at any time between 27 January, 
1988, and 30 September, 1988.

The arrears of tax in respect of which the waiver will be given are 
liabilities to income tax, sur-tax, corporation profits tax, corporation 
tax, capital gains tax and value-added tax which were due and payable 
on or before 31 December, 1987, or which would have been due and 
payable on or before that date if the liability had been disclosed or 
fully disclosed at the proper time.

The interest which will be waived is interest up to 29 February, 
1988, in the case of PAYE payments, construction industry tax and 
value-added tax, and interest up to 30 April, 1988, in the case of 
personal income tax, sur-tax, corporation profits tax, corporation tax 
and capital gains tax.

Penalties incurred in respect of arrears of tax to which the waiver 
applies will not be sought. Neither will details of persons qualifying for 
the waiver be published by the Revenue Commissioners in accordance 
with the provisions of section 23 of the Finance Act, 1983.

The waiver will not apply to court-imposed penalties, the interest 
element in court judgements or amounts in respect of interest and 
penalties included in back-duty settlements agreed to by the Revenue 
Commissioners on or before 27 January, 1988, following an inves
tigation by an inspector of taxes.

Section 73 gives to the Revenue Commissioners, with effect from 
1 October, 1988, a power to attach amounts other than amounts due 
in respect of wages and salaries owed by a third party to a tax defaulter 
who has defaulted in paying income tax (including employer’s PAYE), 
corporation tax, capital gains tax or value-added tax. It will also apply 
to levies and other amounts which are collected on the same basis 
as income tax. Essentially, the legislation provides that, where the 
Revenue Commissioners have reason to believe that a third party has 
an amount of money due to a tax defaulter, they may direct the third 
party to pay the amount to them or the amount equal to the tax due 
by the defaulter, if less. Amounts in dispute between the third party 
and the tax defaulter are excluded from the ambit of the attachment 
process. The attachment process is structured as follows:

Where a taxpayer defaults in payment of any tax, interest or 
penalty, including amounts due before the passing of the Finance Act, 
1988, the Revenue Commissioners may issue a notice of attachment to 
a third party (a relevant person) whom they have reason to believe 
may have, at the time he receives the notice, a debt due to the 
taxpayer. A debt is defined as the amount or aggregate amount of 
money which, at the time the notice of attachment is received by the 
relevant person, is due by the relevant person to the taxpayer. A debt 
also includes, in the case of a relevant person who is a financial 
institution, any amount or aggregate amount of money, together with 
any interest thereon, which is on deposit with the financial institution 
to the credit of the taxpayer for his sole benefit. A debt, however, 
does not include any amount of money payable by the relevant person 
to the taxpayer as emoluments under a contract of service or any 
amount of money which is in dispute between the relevant person 
and the taxpayer.
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The notice of attachment will contain the taxpayer’s name and 
address, details of the amount in default and a direction to the relevant 
person, with which he must comply, to------

(i) make a return to the Revenue Commissioners, within
10 days of the receipt by him of the notice, of the 
amount of the debt due, if any, by him to the taxpayer 
(where the debt due is equal to or greater than the 
amount of the default, the return need state only that 
a debt equal to that amount is due), and

(ii) pay to the Revenue Commissioners, within the same
10 days, the amount specified in the return.

An amount in default may not be entered in a notice of attachment 
unless a period of 1 month has expired from the date on which the 
amount was due and unless the Revenue Commissioners have given 
the taxpayer a notice in writing, not later than 10 days before the date 
of the receipt by the relevant person of the notice of attachment, 
stating that if the amount in default is not paid it may be subject to 
attachment.

Where after the receipt of a notice of attachment, a further debt 
or debts becomes due by the relevant person to the taxpayer, the 
relevant person must, within 10 days of each such debt becoming due, 
make a further return of the amount of the additional debt due and 
pay to the Revenue Commissioners that amount. Provision is made 
so that the aggregate of the amounts which are required to be returned 
to and paid to the Revenue Commissioners will not exceed the 
amount of the taxpayer’s default. Once the taxpayer’s default has 
been paid, or the Revenue Commisisoners have revoked the notice 
of attachment, no further returns are required.

Following the receipt of a notice of attachment a relevant person 
is precluded from making any disbursements out of the debt or 
additional debt(s) due by him to the taxpayer unless the disbursement 
is made on foot of a court order or does not reduce the debt due or 
the aggregate of the debt and any additional debt(s) due to an amount 
less than the amount of the taxpayer’s default. There are criminal 
penalties for the making of a false return of a debt or additional 
debt(s) due. If a relevant person fails to make a return of a debt due 
(a return must be made even if the debt due is nil) or a further return 
of an additional debt due, the provisions of sections 500 and 503 of 
the Income Tax Act, 1967, which provide for the imposition of 
monetary penalties for failure to make returns, will apply.

Where a relevant person delivers a return of a debt, or a further 
return of an additional debt, due by him to the taxpayer but fails to 
pay to the Revenue Commissioners the amount or amounts contained 
in the return or further return, the amount or amounts in question 
may, if the notice of attachment has not been revoked by a notice of 
revocation, be sued for through the courts.

A notice of attachment given to a relevant person in respect of a 
taxpayer may be revoked by the Revenue Commissioners by the issue 
of a notice of revocation and will be revoked immediately where the 
taxpayer makes good his default. Where a relevant person pays any 
amount to the Revenue Commissioners out of a debt or an additional 
debt due by him to a taxpayer and, at the time the Revenue Com
missioners receive such payment, the taxpayer has already made good 
his default, the amount paid to the Revenue Commissioners by the 
relevant person will be refunded to the taxpayer.

A copy of a notice of attachment or notice of revocation given to 
a relevant person in respect of a taxpayer will be given promptly by 
the Revenue Commissioners to the taxpayer. The relevant person 
will also be required to notify the taxpayer of every payment made 
to the Revenue Commissioners out of a debt or additional debt due 
by him to the taxpayer and on receipt of every payment the Revenue
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Commissioners will issue a receipt to both the relevant person and 
the taxpayer. The relevant person is indemnified against claims by 
the taxpayer in relation to amounts paid to the Revenue Com
missioners out of a debt or an additional debt due by him to the 
taxpayer. Similarly, where the relevant person is prohibited from 
making any disbursements out of a debt, or an additional debt, due 
by him to the taxpayer, no right of action will lie against him by 
reason of a failure to make such a disbursement.

The secrecy obligations of the Revenue Commissioners will not 
apply in so far as information contained in a notice of attachment is 
concerned. Where the Revenue Commissioners have given a notice 
of attachment to a relevant person in relation to a taxpayer, they may 
not give a notice of attachment to any other relevant person in relation 
to the taxpayer. Furthermore, a notice of attachment in respect of a 
taxpayer will not be given to a relevant person where the relevant 
person or the taxpayer in question is an undischarged bankrupt or a 
company being wound up and any notice of attachment already given 
will cease to have effect in the event of the bankruptcy or liquidation 
of the taxpayer or the relevant person. The Revenue Commissioners 
may delegate their powers and functions under the legislation to any 
of their officers.

Section 74 applies to certain existing taxation statutes, the general 
principle of the Status of Children Act, 1987, that relationships 
between persons are to be determined without regard to whether the 
parents of any person are or have been married to each other, unless 
the contrary intention appears. The taxes covered are income tax, 
corporation tax, capital gains tax, capital acquisitions tax and stamp 
duties. Future taxation statutes are automatically subject to the prin
ciple.

Section 75 of the Bill removes any possible doubts regarding the 
guarantee by the Minister for Finance of deposits placed with the 
Industrial Credit Corporation and the Agricultural Credit Cor
poration. Existing provisions empower the Minister to guarantee the 
borrowings of these bodies but there is a doubt as to whether this can 
be taken to encompass deposits. Section 75 will remove this doubt.

Section 76 deals with the “care and management” of taxes and 
duties.

Section 77contains the provisions relating to short title, construction 
and commencement.

An Roinn Airgeadais,
Bealtaine, 1988.
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