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PART 1

Income Tax, Corporation Tax and Capital Gains Tax

Chapter 1

Interpretation

Section 1 contains a definition of ‘‘Principal Act’’ i.e. the Taxes
Consolidation Act 1997, for the purposes of Part 1 of the Bill relating
to income tax, corporation tax and capital gains tax.

Chapter 2

Income Tax

Section 2 sets out the standard rate bands which are to apply for
the year 2002 and subsequent years. The section provides for
increased standard rate bands as follows:

Standard Rate Band Tax year 2002 and subsequent years

\
Single person 28,000

Widowed parent 32,000

Married couple
one income 37,000

two income 56,000

In the case of married couples with two incomes the standard rate
band available to one spouse will not be greater than that available
to a one income married couple i.e. \37,000. The second spouse may
avail of the balance of the \56,000 band.
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Section 3 and Schedule 1 provide for the increases in the personal
tax credits announced in the Budget for the year 2002 and sub-
sequent years and which are as follows:

Personal tax credits Tax credit for the
year 2002 and

subsequent years

\
Basic personal tax credit

married person … … … … … … 3,040
widowed person bereaved in the year of assessment … 3,040
single person … … … … … … 1,520
additional tax credit for certain widowed persons … … 300
one-parent family tax credit … … … … 1,520

Widowed parent tax credit
1st year … … … … … … … 2,600
2nd year … … … … … … … 2,100
3rd year … … … … … … … 1,600
4th year … … … … … … … 1,100
5th year … … … … … … … 600

Age tax credit
married person … … … … … … 410
single person … … … … … … 205

Incapacitated child
tax credit … … … … … … … 500

Dependent relative
tax credit … … … … … … … 60

Home Carer
tax credit … … … … … … … 770

Blind person’s tax credit
blind person … … … … … … 800
both spouses blind… … … … … … 1,600

Employee tax credit … … … … … … 660

Section 4 increases for the year 2002 and subsequent years, the
income tax exemption limits for persons aged 65 years or over. The
new limits will be \13,000 for single persons and \26,000 for married
couples.

Section 5 amends section 467 of the Taxes Consolidation Act 1997
by increasing, for the year 2002 and subsequent years, the allowance
for family members who employ a carer to look after an incapaci-
tated relative. This allowance is being increased from \12,700 to
\30,000 per annum.

Section 6 amends section 477 of the Taxes Consolidation Act 1997
which provides for a tax credit in respect of local authority service
charges and certain similar charges by private operators. The
maximum amount of service charges qualifying for the credit at
present is \195. This ceiling is being abolished for services provided
by local authority and private operations, other than for refuse col-
lection services based on a ‘tag’ system. In addition, the date on
which local authorities must provide the relevant returns to Revenue
is being brought forward from January to the previous November to
take account of the alignment of the income tax year with the calen-
dar year.

Section 7 continues for the year 2002 the special exemption from
taxation of the unemployment benefit payable to certain systematic
short-time workers.



Section 8 reduces for the year 2002 and subsequent years, the level
of the specified interest rate used for determining the benefit-in-kind
charge on certain preferential mortgage loans made to employees by
their employers. The new rate will be 5 per cent (reduced from 6 per
cent).

Section 9 amends section 469 of the Taxes Consolidation Act 1997
to widen medical expenses relief. At present, and subject to a mini-
mum threshold, medical expenses may be claimed by an individual
against tax at the marginal rate. Claims may be made by an individ-
ual in respect of his/her own expenses or expenses met for a depen-
dent relative or child who is not a relative but is being maintained
by the individual. This section extends the arrangement to allow an
individual to claim in respect of expenses met for a wider range of
relatives. It is also being extended to other individuals, whether they
are relatives or not, who are aged 65 or over or who are permanently
incapacitated. For the purposes of the relief ‘‘relative’’ is defined in
the section.

This section also includes a number of minor technical drafting
amendments which arose as a result of changes to the tax system in
the move to tax credits.

Section 10 amends section 780 of the Taxes Consolidation Act 1997
to reduce the flat rate of tax charged on refunds of pension contri-
butions made on or after 5 December 2001. The rate is being reduced
from the existing rate of 25% to the standard income tax rate
(currently 20%).

Section 11 amends section 128 of the Taxes Consolidation Act
1997. A company or other person who grants rights to acquire shares
and other assets in a tax year is obliged to make a return of the
particulars to the relevant inspector of taxes by 30 June following
the end of that year. This will now be 31 March (given the alignment
of the tax and calendar years). Where the company or other person
is not resident in the State and operates through a branch or agency,
the section will clarify that the obligation to make the return will fall
on the agent or manager of that branch or agency.

Section 12 inserts a new section 480A into Chapter 1 of Part 15 of
the Taxes Consolidation Act 1997. The section makes provision for
relief from income tax in respect of certain earnings of sportspersons
listed in Schedule 23A of that Act. The sportspersons concerned are:
athlete, badminton player, boxer, cyclist, footballer, golfer, jockey,
motor racing driver, rugby player, squash player, swimmer and tennis
player.

The earnings to which the relief applies are earnings deriving
directly from actual participation in the sport concerned such as prize
money, performance fees etc, but not other earnings such as sponsor-
ship fees, advertisement income or income from endorsements etc.
The relief takes the form of a deduction from earnings equal to 40
per cent of those earnings for up to any 10 years of assessment back
to and including the tax year 1990/91 for which the sportsperson was
resident in the State.

The relief will be given by way of repayment of tax and is to be
claimed in the year in which the sportsperson ceases permanently to
be engaged in that sport provided they are resident in the State in
that year. Provision is made to withdraw the relief by way of a Case
IV assessment for the years in respect of which the relief was orig-
inally given if the person subsequently recommences to be engaged
in that sport, though this does not prevent a subsequent claim for
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the relief if and when the sportsperson finally does retire at a later
time.

Section 13 makes a series of changes to the tax legislation govern-
ing Approved Profit Sharing Schemes (APSSs) and Employee Share
Ownership Trusts (ESOTs).

It is provided that the transfer and appropriation of securities
other than ordinary shares to the participants in an ESOT/APSS in
the circumstances of certain takeovers may take place in a manner
which preserves the tax benefits of the participants. The takeovers
are ones to which section 586 of the Taxes Consolidation Act 1997
(amalgamation by exchange of shares) applies and which occur after
the ESOT/APSS was established. The circumstances involve com-
panies with no ordinary share capital, or insufficient ordinary share
capital, available to them.

Provision is also made to set a minimum level of ordinary share
capital to be used in the case of a takeover by a company limited by
shares. This is intended to confine the provision to those situations
where there is a genuine difficulty in doing a share for share swap of
ordinary shares.

It is also provided that the tax benefits may carry through in the
event of a subsequent reorganization of share capital under section
584 of the Taxes Consolidation Act 1997 (reorganisation or
reduction of share capital).

A number of technical changes consequential on the above
amendments are also provided for, such as including ACC Bank plc
as a relevant company for the purposes of the legislation.

Section 14 inserts a new section, section 409C, into the Taxes Con-
solidation Act 1997 for the purpose of restricting the use, by passive
investors, of relief under section 482 of that Act. This relief is avail-
able in respect of expenditure on the repair, maintenance or resto-
ration of certain buildings by the owner or occupier of such buildings.
The buildings concerned are those which have been determined by
the Minister for Arts, Heritage, Gaeltacht and the Islands to be of
significant scientific, historical, architectural or aesthetic interest and
determined by the Revenue Commissioners to have reasonable pub-
lic access. The way that relief is given is to treat the amount of such
expenditure as an amount of loss in a trade which under the Tax
Acts can be used to reduce a person’s income liable to income tax.
Subject to certain transitional arrangements an individual, who as a
result of participating in a passive investment scheme, claims relief
under section 482 as owner of such a building, will be limited to
\31,750 in the amount by which he or she can reduce his or her
taxable income. Broadly, a passive investment scheme is defined as
arrangements under which

• a person (who will make a claim under section 482 as owner)
takes an interest in a building from its original owner;

• at that time, or in the next 5 years, the building is determined
to be an approved building for the purposes of section 482;
and

• the arrangements are such that the original owner has influ-
ence over how expenditure on the building is to be incurred;
or, the original owner is entitled to participate in the tax
benefits; or the original owner may reacquire the interest.



Chapter 3

Income Tax, Corporation Tax and Capital Gains Tax

Section 15 makes a number of changes to the provisions governing
the Business Expansion Scheme (BES) and the related Seed Capital
Scheme (SCS). Both schemes are being extended for a further two
years to 31 December 2003. The BES company limit is being
increased from its existing level of \317,500 to \750,000 and this limit
will also apply to the SCS.

Under the SCS, employees who leave employment to invest in
certain new businesses and take up employment in these businesses
can claim a refund of tax paid for the previous 5 years. This refund
period is being increased to 6 years.

Finally, it is provided that where any amount raised by a Desig-
nated Fund up to 31 January 2002 is invested in qualifying companies
before 31 December 2002 the individual investors who subscribed to
the funds will have the option of claiming tax relief on their invest-
ment for either the short tax year 2001 or 2002. Similarly, in the case
of direct investment by investors in qualifying BES companies, where
eligible shares are issued before 31 January 2002, the investor will
have the option of claiming tax relief on their investment for either
the short tax year 2001 or 2002.

Section 16 amends sections 97 and 248A of the Taxes Consoli-
dation Act 1997 so as to restore interest relief as a deductible
expense in calculating tax on rental income from residential prop-
erty. The interest in question is interest on borrowed moneys
employed in the purchase, improvement or repair of such property
by an individual, partnership or company and which accrues on or
after 1 January 2002.

Section 17 amends Chapter 8 of Part 4 of the Taxes Consolidation
Act 1997 by inserting a new section 98A which clarifies the taxation
of reverse premiums. Generally, a reverse premium is a payment
made or benefit granted to a lessee as an inducement to enter into a
lease.

Firstly, this new section provides that a reverse premium is to be
treated as a revenue receipt. The section provides that a reverse pre-
mium will be assessable as rent unless it is to be assessed as a receipt
of a trade or profession or it is to be deducted from the amount
treated as expenses of management of a life assurance company
which is not charged to tax under Case I of Schedule D.

Secondly, the section provides that a reverse premium is to be
charged in the first relevant chargeable period where two or more
of the persons who enter into the transaction or arrangements are
connected and the terms of the arrangements are not what would be
expected if those persons were dealing at arm’s length. Where an
assurance company referred to above is involved the reverse pre-
mium reduces the expenses of management for the chargeable period
in which the premium is received. Otherwise a reverse premium will
be chargeable in accordance with the accepted principles of commer-
cial accounting.

Finally, it is provided that the section does not apply to a payment
or benefit received in a number of situations.

The section provides that the new section 98A applies from 7 June
2001 in respect of reverse premiums received on or after that date.
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Section 18 amends section 246 of the Taxes Consolidation Act 1997
which provides that interest paid by a company must be paid net of
tax and accounted for to the Revenue Commissioners. While the
section specifically exempts interest paid to banks and building
societies from the withholding requirement, interest paid to other
financial services companies who make loans in the ordinary course
of business is subject to this requirement. This section ensures that
interest paid to such companies may be paid without the withholding
of tax provided certain conditions are met —

(a) The interest is paid in the State on a loan from a company in
whose hands the interest is chargeable as trading income,

(b) The interest arises from a loan made by a company in the
ordinary course of a trade which includes the lending of
money and

(c) The company receiving the interest has fulfilled the notifi-
cation requirements to both the Revenue Commissioners
and the paying company.

Section 19 inserts a new section, section 246A, into the Taxes Con-
solidation Act 1997. The new section removes certain interest from
the DIRT tax regime and the company withholding tax regime.

Under section 246 of the Taxes Consolidation Act 1997 interest
paid by a company on Euro Commercial Paper (ECP) issued by the
company must, subject to certain exceptions, be paid net of tax.
Interest paid by financial institutions on both ECP and certificates
of deposit is subject to DIRT because the amount received by the
institution for the ECP or the certificate of deposit is treated in the
same way as any other deposit made with a financial institution for
the purposes of applying DIRT. This section ensures, subject to con-
ditions, that interest paid on these financial instruments will not be
subject to either the DIRT regime or the company withholding tax
regime. These conditions include payment being made through or by
a person resident in the State; the instruments being held in a Rev-
enue approved clearing system; the person presenting the instrument
for payment being beneficially entitled to the interest; and a require-
ment that the tax reference number of that person is given to the
financial institution or other company if the person is tax resident in
the State. If the conditions are not complied with, the financial insti-
tution or company concerned is obliged to deduct tax either under
the DIRT regime or the company interest withholding tax regime.
Companies and financial institutions will be required to include
details of the tax reference numbers they obtain under this section
in the return they are required to make to the Revenue Com-
missioners of the names and addresses of persons to whom they paid
interest without deduction of tax. The section applies as respects cer-
tificates of deposit and ECP issued on or after the date of the passing
of the Finance Bill 2002.

Section 20 makes a number of amendments to the DIRT regime.
The requirement for certain companies, pension schemes or charities
to make a declaration in order for interest to be paid gross, i.e. with-
out deduction of DIRT, is being abolished. Instead, such bodies will
have to provide the financial institutions — who are paying the
interest — with the Revenue reference numbers appropriate to these
bodies. The financial institutions will be required to return these
numbers to Revenue along with the details of the names and
addresses of these bodies to whom they pay interest without



deduction of DIRT. The section will apply as respects deposits made
on or after the date of the passing of the Finance Bill 2002.

Section 21 makes a number of changes to Part 8 of the Taxes Con-
solidation Act 1997, which deals with DIRT, in so far as it relates to
special term accounts held with financial institutions and special term
share accounts held with credit unions.

The amendments are made to:

• put beyond doubt that amounts of deposit interest and divid-
ends which are exempt from DIRT, on the basis that they
arise in relation to deposits or shares held by individuals in
special accounts which have a minimum term of either 3 or
5 years, are not chargeable under any other provision of the
Income Tax Acts.

• ensure that an individual may not hold a special term deposit
account and a special term share account at the same time.

• provide that references in Chapter 5 of Part 8 to any divi-
dend paid include dividends credited.

• delete the surplus words ‘‘is payable’’ which appear in two
sections.

Section 22 amends section 268 of the Taxes Consolidation Act 1997
in relation to hotel buildings and structures, in order to comply with
European Commission rules on State aids.

Firstly, it provides that capital allowances will not apply in relation
to a hotel building or structure if grant assistance or any other type
of assistance is received from the State or any of its agencies towards
meeting any of the capital expenditure costs involved in the construc-
tion or refurbishment of the building or structure.

Secondly, it provides that capital allowances will not apply in
relation to capital expenditure incurred on a hotel building or struc-
ture unless Bord Fáilte Éireann has certified:

• that the expenditure involved falls within the meaning of
‘‘initial investment’’ contained in the Guidelines on National
Regional Aid issued by the European Commission,

• in the case of a hotel building or structure that is part of a
project which is subject to the notification requirements of
the ‘Multisectoral framework on regional aid for large invest-
ment projects’ prepared by the European Commission, that
approval of the potential capital allowances involved has
been received from the Commission by the appropriate
Minister, agency or body, and

• that the person who incurs the capital expenditure has
undertaken to furnish to the appropriate Minister, agency or
body whatever information is required in order to comply
with the reporting requirement of certain European Com-
munities regulations, frameworks, guidelines and directives
governing the granting of State aid.

The amendments apply as respects expenditure incurred on or
after 1 January 2002.

Section 23 amends Part 10 of the Taxes Consolidation Act 1997 in
order to provide for an extension of the qualifying period for a num-
ber of tax incentive schemes in relation to capital expenditure
incurred on the construction or refurbishment of commercial and
industrial premises.

7



8

In the case of multi-storey car parks outside of Cork and Dublin,
the qualifying period is extended from 31 December 2002 to 31
December 2004, where the local authority certifies by 31 December
2003 that 15 per cent of total costs have been incurred by 30 Sep-
tember 2003.

In the case of the Urban Renewal Scheme, the qualifying period
is extended from 31 December 2002 to 31 December 2004, where the
local authority certifies by 30 April 2003 that 15 per cent of total
costs have been incurred by 31 December 2002. In the case of the
Rural Renewal Scheme there is a straight extension from 31
December 2002 to 31 December 2004. Both of these extensions are
subject to a Ministerial Commencement Order being made, in order
to allow for EU approval to be obtained in respect of the Business
Elements of both schemes.

In the case of the Park and Ride Scheme the qualifying period is
extended from 30 June 2002 to 30 June 2004. This scheme is also
amended to provide that a property developer may not avail of capi-
tal allowances in relation to a park and ride facility or a commercial
premises within the site of a park and ride facility. This amendment
applies as respects expenditure incurred on or after 7 February 2002.

Section 24 and Schedule 2, codify and consolidate the various
‘‘section 23 type’’ reliefs for lessors and the reliefs for owner-occu-
piers in respect of expenditure incurred on the construction, conver-
sion and refurbishment of residential accommodation, under the var-
ious Urban, Town and Rural Renewal Schemes. Up to now there was
separate legislation in place governing each of 12 different schemes.

Firstly, in the case of 5 out of 6 schemes where the qualifying
period has expired, the legislation governing the reliefs is repealed
in its entirety, subject to a saving provision. This saving provision
preserves title to the reliefs for the existing beneficiaries and in the
case of the ‘‘Section 23 type reliefs’’ Revenue’s right to clawback the
relief in appropriate circumstances and transfer it to the new owner
of the rented property. In the case of the sixth scheme, (sections 52
to 58 of the 1997 Finance Act) the relevant legislation is simply repe-
aled as this scheme never commenced. The relevant legislation gov-
erning the remaining 6 schemes where the qualifying period has not
expired is repealed and codified in one new Chapter. This new Chap-
ter is being inserted as Chapter 11 of Part 10 of the Taxes Consoli-
dation Act 1997. The section also repeals sections 372E and 372O of
that Act. These sections contained a provision in relation to double
rent allowance for rent paid on certain business premises in qualify-
ing urban and rural areas. As neither section ever came into effect
the relevant legislation is now redundant.

Secondly, a number of consequential changes (in relation to cross-
referencing etc.) are made to certain parts of the Taxes Consoli-
dation Act 1997 and to the Urban Renewal Act 1998 and the Town
Renewal Act 2000.

Thirdly, the extensions of the qualifying period in relation to a
number of schemes, as announced in the Budget, are provided for in
relation to residential accommodation. The qualifying period in
relation to qualifying Student Accommodation areas is extended to
30 September 2005 where a planning application has been received
by the planning authority by 30 September 2003. As in the case of
qualifying industrial and commercial buildings and structures, exten-
sions are being made to the residential elements of the Urban
Renewal, Rural Renewal and Park and Ride Schemes. In the case of
the Urban Renewal Scheme, the qualifying period is extended by 2



years to 31 December 2004 where the local authority certifies that
15% of the total costs have been incurred by 31 December 2002. In
the case of the Rural Renewal Scheme and Park and Ride Scheme,
the qualifying period is extended by 2 years to 31 December 2004
and 30 June 2004 respectively. However, unlike the business
elements of the Urban Renewal and Rural Renewal Schemes which
require EU State aid approval, no such approval is required in the
case of the residential elements of these schemes and as such the
extensions are not subject to Commencement Orders.

Finally, the section provides that the purchase of a qualifying
student accommodation premises on or after 5 December 2001 from
a builder where it has been let for less than a year will be treated as
if it were the purchase of a new property, for the purposes of calcu-
lating the amount of relief available.

Section 25 amends both the Urban Renewal Act 1998 and the
Town Renewal Act 2000 in order to allow the Minister for the Envir-
onment and Local Government to recommend to the Minister for
Finance that certain areas be designated for the purposes of rented
residential relief in relation to construction, conversion or refur-
bishment expenditure incurred on certain houses. The areas in ques-
tion are certain areas where that Minister has already recommended
to the Minister for Finance that they be designated for residential
owner-occupier relief.

The section also provides that where such a recommendation is
made then the expenditure involved may be treated by the relevant
local authority as consistent with the objectives of the integrated area
plan or the town renewal plan concerned, even though the plan may
not have contained or been accompanied by a recommendation from
the local authority that designation for the appropriate rented resi-
dential relief should apply.

The section applies as respects expenditure incurred on or in
relation to a qualifying residential property on or after 5 December
2001 generally and in certain cases for expenditure prior to that date,
subject to conditions.

Section 26 amends the Taxes Consolidation Act 1997 in relation
to the Urban Renewal scheme, the Rural Renewal Scheme and the
Town Renewal Scheme, in order to comply with European Com-
mission rules on State Aids.

The section provides that capital allowances will not apply in
relation to a qualifying industrial or commercial building or structure
designated for relief under any of these schemes if grant assistance
or any other type of assistance is granted by or through the State,
any board established by statute, any public or local authority or
any other agency of the State, towards meeting any of the capital
expenditure costs involved in the construction or refurbishment of
the building or structure.

The amendments apply as respects expenditure incurred on or
after 7 February 2002.

Section 27 amends Part 11 of the Taxes Consolidation Act 1997,
in relation to capital allowances, leasing charges and deductions for
running expenses in respect of motor vehicles.

Firstly, the capital value threshold used to determine the amount
of capital allowances and leasing charges to be granted for tax pur-
poses for both new and second-hand cars used in the course of a
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trade, profession or employment is increased from \21,585.55 to
\22,000. This new limit applies in respect of expenditure incurred in
accounting periods or basis periods which end on or after 1 January
2002.

The section also repeals section 376 of the Taxes Consolidation
Act 1997. This section restricted the amount of running expenses
deductible for tax purposes where the cost of a car exceeded the
capital value threshold referred to above. This change applies as
respects expenditure incurred in accounting periods or basis periods
which end on or after 1 January 2002.

Finally, the section makes a technical amendment to section 374(1)
of the Taxes Consolidation Act 1997, in order to correct a cross refer-
encing error.

Section 28 amends section 668 of the Taxes Consolidation Act 1997
in relation to the special tax treatment of profits arising from the
disposal of livestock due to disease eradication measures.

Firstly, the section extends to four years the period over which a
farmer may spread the profit arising from such a disposal which
arises on or after 21 February 2001. This option, however, will not
apply where a permanent discontinuance of the farming trade occurs.
The section provides that a farmer is deemed to be entitled to stock
relief equal to the profit assessed, provided that s/he re-invests or
intends to re-invest, before the end of the 4 year period, not less that
the amount of compensation which was received. However, if the
compensation is not fully re-invested by the end of the 4 year period,
the aggregate stock relief for the 4 years is to be reduced to an
amount that bears the same proportion to the aggregate stock relief
as the expenditure actually incurred in the 4 year period bears to
the compensation received. This reduction is to take place, as far as
possible, in the later years.

Finally, the section makes two technical amendments in order to
clarify the interaction of this section with the short tax year. The first
amendment provides that where an instalment of profit is to be
treated as arising in a one year accounting period which ends
between 1 January 2002 and 5 April 2002 and which forms the basis
period for the tax years 2001 and 2002, then 74 per cent of the instal-
ment is taken as part of the profits of 2001, and 26 per cent of the
instalment is taken as part of the profits of 2002. The second amend-
ment provides that the stock relief for the accounting period in ques-
tion is to be granted in the same proportions. This latter amendment
applies as on and from 6 April 2001.

Section 29 amends section 669A of the Taxes Consolidation Act
1997 to ensure that the scheme of capital allowances for the purchase
of Milk Quota does not breach European Commission rules on State
aids.

The scheme already provides that capital allowances apply in
respect of an amount of capital expenditure incurred on or after 6
April 2000 on the purchase of a milk quota under a Milk Quota
Restructuring Scheme and of other quota in limited circumstances.
This section now provides that the definition of ‘‘qualifying quota’’
in section 669A is extended to any milk quota purchased on or after
1 April 2000. The amount of expenditure which qualifies for relief
is, as before, limited to the lesser of:

• the amount of the capital expenditure incurred on the pur-
chase of a qualifying quota, or



• the amount of the maximum price set for the milk quota year
by the Minister for Agriculture, Food and Rural Develop-
ment for the purposes of the purchase of a milk quota under
a Milk Quota Restructuring Scheme.

Section 30 provides for amendments to the law governing capital
allowances for plant and machinery. The Finance Act 2001 reduced
the write-off period for wear and tear allowances for plant and
machinery from 7 years to 5 years, thus providing for a write off of
qualifying expenditure at 20 per cent per annum over 5 years. The
measure applied only in the case of capital expenditure incurred on
or after 1 January 2001. For earlier expenditure, wear and tear allow-
ances continued to apply at the rate of 15 per cent a year (10 per cent
in year 7) on a straight-line basis or, in the case of motor vehicles, at
20 per cent a year on a reducing balance basis. This section provides
that, at the option of the taxpayer, the tax written-down value of
this earlier (pre-1 January 2001) expenditure may now be ‘‘pooled
together’’ and qualify for write-off on a straight-line basis at 20 per
cent a year over the following 5 years. This change will apply in the
case of chargeable periods ending on or after 1 January 2002.

In addition, the section provides that with effect from 1 January
2002 a balancing charge will not arise in respect of plant and machin-
ery where the disposal proceeds for the plant or machinery is less
than \2,000. This relaxation of the balancing charge rules will not
apply in cases where plant and machinery is disposed of between
connected persons.

Section 31 amends the legislation introduced in the Finance Act
2001 to provide for a scheme of capital allowances in respect of
expenditure incurred on the construction or refurbishment of build-
ings used as private hospitals. The section removes the condition that
the hospital has to be operated by a body with charitable status for
tax purposes, and reduces the minimum requirement of 100 in-pati-
ent beds to 70. The section also clarifies that rooms used exclusively
for the assessment or treatment of patients qualify for the capital
allowances, and provides that fulfilment of the conditions necessary
for qualification for the allowances will have to be certified annually
by the appropriate health board.

The scheme of allowances is subject to clearance by the European
Commission from an EU State aids perspective. In order to comply
with the European Commission rules on EU State aid, the section
also provides that a hospital will not qualify for the allowances where
the relevant interest in the capital expenditure incurred on its con-
struction or refurbishment is held by a company, the trustees of a
trust, an individual involved in the operation or management of the
hospital as an employee or director or in any other capacity, or a
property developer in the case where the property developer (or a
connected person) incurred the capital expenditure on the hospital.
This rule will apply whether the relevant interest in that expenditure
is held by any such person in a sole capacity or jointly or in partner-
ship with another person or persons.

Section 32 provides for a scheme of capital allowances in respect
of capital expenditure incurred on the construction or refurbishment
of buildings used as private sports injury clinics. In order to qualify
for the allowances, the sole or main business of the clinic must be
the diagnosis, alleviation and treatment of sports-related injuries. In
addition, the clinic must provide day-patient, in-patient and out-pati-
ent medical and surgical services and in-patient accommodation of
at least 20 beds, and must contain an operating theatre or theatres
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and on-site diagnostic and therapeutic services. While the clinic will
provide services to private patients, not less than 20 per cent of its
capacity must be available for public patients, and the clinic must
provide a discount of at least 10 per cent to the State in respect of
the fees to be charged in respect of the treatment of public patients.
Fulfilment of the qualifying criteria will be certified annually by the
appropriate health board.

Annual allowances in respect of qualifying expenditure will be
available at the rate of 15 per cent for the first 6 years with the
balance of 10 per cent being written off in year 7. Any annual allow-
ances given will be subject to a balancing charge if the clinic is sold
within 10 years. The allowances will be subject to the usual £31,750
limit per year on the amount of capital allowances which an individ-
ual passive investor can set against non-rental income. Moreover, in
order to comply with European Commission rules on EU State aid,
a clinic will not qualify for the allowances where the relevant interest
in the capital expenditure incurred on its construction or refur-
bishment is held by a company, the trustees of a trust, an individual
involved in the operation or management of the clinic as an
employee or director or in any other capacity, or a property devel-
oper in the case where the property developer or a connected person
incurred the capital expenditure on the clinic. This rule will apply
whether the relevant interest in that expenditure is held by any such
person in a sole capacity or jointly or in partnership with another
person or persons.

Subject to clearance by the European Commission from an EU
State aid perspective, the section will come into operation by way of
a commencement order to be made by the Minister for Finance, and
will apply as respects expenditure incurred on or after the date of
the coming into operation of the section.

Section 33 amends section 843 of the Taxes Consolidation Act 1997
which provides for a scheme of capital allowances in respect of capi-
tal expenditure incurred on certain buildings used for third level edu-
cation provided that at least 50 per cent of the qualifying expenditure
for the project is provided from private sources. Capital allowances
are provided in respect of qualifying expenditure (which covers both
construction expenditure and expenditure on the provision of plant
and machinery) at the rate of 15 per cent a year for 6 years with the
balance of 10 per cent being written off in year 7. Each individual
project must be certified in advance by the Minister for Finance.
Section 843 currently covers projects undertaken in the period from
1 July 1997 to 31 December 2002. The amendment provides for a 2
year extension of the deadline for projects from 31 December 2002
to 31 December 2004.

Section 34 amends Part 20 of the Taxes Consolidation Act 1997.
That Part allows companies that are members of a group of compan-
ies to transfer assets among the group on a tax neutral basis. This
means that a chargeable gain does not crystallize at the point of
transfer but the full gain arising will ultimately be taxed, generally
when the asset is sold out of the group. However this treatment only
applies where a transfer involves companies resident in the State or
Irish branches of companies resident in EU Member States. Under
this section, this tax neutral treatment will be available in the case
of transfers involving Irish branches of companies resident in Mem-
ber States of the European Economic Area with which Ireland has
a tax treaty.

Section 35 makes certain changes to the group relief provisions for
corporation tax. Under group relief certain losses of a group member



may be offset against profits of another group member. However,
this treatment only applies to companies resident in the State or Irish
branches of companies resident in EU Member States. Under this
section this relief will now be available to Irish branches of compan-
ies resident in Member States of the European Economic Area with
which Ireland has a tax treaty.

Section 36 amends Schedule 24 of the Taxes Consolidation Act
1997 in a number of respects. That Schedule sets out the mechanics
for calculating double taxation relief. The Schedule only applies to
companies resident in the State or Irish branches of companies resi-
dent in EU Member States. This section will allow credit for foreign
tax suffered against corporation tax payable by an Irish branch of a
company resident in a Member State of the European Economic
Area with which Ireland has a tax treaty and which receives divid-
ends which form part of the profits of the Irish branch.

Section 37 amends section 130 of the Taxes Consolidation Act 1997
which is concerned with the meaning of a distribution for corporation
tax purposes. Under that section, the transfer by a company of assets
to its members is treated as a distribution. However, that treatment
does not apply to such a transfer between certain related companies
where both are resident in the State. In determining whether the
appropriate relationship exists only holdings by companies resident
in EU Member States are taken into account. This section allows
holdings by companies resident in Member States of the European
Economic Area with which Ireland has a tax treaty to be taken into
account for that purpose. However, the relief continues to apply only
to transfers between companies which are resident in the State.

Section 38 relates to the taxation of personal portfolio life policies.
It confirms the provisions of Budget Day Financial Resolution No. 1
passed by Dail Eireann on 5 December 2001. The Resolution pro-
vided detailed tax rules for the taxation of such policies arising out
of the announcement of the Minister for Finance on 26 September
2001 that he intended to make changes to the tax treatment of per-
sonal portfolio life policies where a payment is made under such a
policy on or after that date.

Under the new tax regime applying to life policies since January
2001 funds can accumulate without annual taxation being imposed
on the income or gains (this is called the ‘‘gross-roll-up’’ basis). It is
only when a payment is made to a policyholder that an exit tax is
imposed. On 26 September 2001 the Minister for Finance issued a
press release announcing that, with effect from that date, gains aris-
ing from personal portfolio life policies would in addition to the nor-
mal 23 per cent exit tax charge be subject to an additional charge of
20 per cent. The additional tax charge applies to proceeds paid out
by a life assurance company in respect of such policies on or after
that date. The additional tax charge does not apply where the legis-
lation provides that a normal exit tax charge is not to arise in respect
of particular classes of policyholders e.g., policyholders who are non-
resident and non-ordinary resident or charities and investment
undertakings.

This section amends Part 26 of the Taxes Consolidation Act 1997,
in a number of respects. Firstly, it provides a definition of a ‘‘personal
portfolio life policy’’. Secondly, it provides for the application of an
additional 20 per cent exit tax charge where any proceeds are paid
in respect of such policies where they are issued by a domestic life
assurance company or by a life assurance company established in a
country, other than the State, which is part of the European Econ-
omic Area (EEA).
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In broad terms a personal portfolio life policy is a policy under
the terms of which the policyholder or a person connected with the
policyholder can select, or influence the selection of, the assets which
determine the policy benefits. A policy, however, will not be treated
as a personal portfolio life policy where the only property which can
be selected is property consisting of units in a unit trust and similar
undertakings, property allocated by the assurance company to an
internal fund so as to fund policy benefits, cash or a combination of
these. However, these exceptions only apply where the opportunity
to select the property concerned (that is, property of the exact same
description as that which is available for selection at any particular
time) is widely available to the public at the time the property con-
cerned is actually being selected. This wide availability must be evi-
denced in marketing or promotional material published by the assur-
ance company at the time of the selection of the property providing
the policy benefits. In the case of an index or a basket of indices a
similar rule applies as to general availability to the public at the time
the selection of the index is being made and this must be evidenced
through marketing or promotional material published by the assur-
ance company at the time the selection is being made.

To ensure that the exceptions cannot be exploited some additional
requirements apply to policies taken out or marketed from 5
December 2001. These are that the life assurance company must deal
with everyone interested in selecting the property available for selec-
tion on a non-discriminatory basis and that where the property to be
selected is primarily land or buildings and the assurance company
is seeking to raise a pre-determined amount in investments, each
investment by a policyholder will be limited to 1 per cent of the
amount being sought by the assurance company.

Section 39 inserts a new section 847A into the Taxes Consolidation
Act 1997 to provide for a scheme of tax relief for donations to certain
sports bodies for the funding of capital projects. To be eligible for
this relief, the project must be approved by the Minister for Tourism,
Sport and Recreation. The estimated aggregate cost of the project
must not be greater than \40m. The sports body must hold a certifi-
cate from the Revenue Commissioners that the body is, in the
opinion of the Commissioners, a body of persons to which section
235 of the Taxes Consolidation Act 1997 applies, i.e. its income is
exempt from tax because it is a body established for and existing for
the sole purpose of promoting athletic or amateur games or sports
and such income is applied solely for those purposes. The body must
also possess a valid tax clearance certificate.

The relief will apply at the taxpayer’s marginal rate. It will be paid
by the Revenue Commissioners to the beneficiary of the donation
(i.e. the sports body) in the case where the donations are made by
PAYE taxpayers. For example, if an individual who pays income tax
at the higher rate — 42% — makes a qualifying donation of £580 to
an approved sports body, that body will be deemed to have received
£1,000 less tax of £420. The body will then be able to claim a refund
of £420 from Revenue at the end of the year.

Individual taxpayers on the self-assessment system will be able to
claim the relief on their annual tax returns as a deduction from total
income. A similar arrangement will apply in the case of companies
who will claim a deduction for the donation as if it were either a
deductible trading expense or an expense of management deductible
from total profits.

The minimum qualifying donation in any year to any sports body
will be \250. The provision will come into effect from 1 May 2002.



Section 40 makes a number of technical changes to section 482 of
the Taxes Consolidation Act 1997, which provides tax relief for cer-
tain expenditure on significant buildings and gardens. It makes it
clear that expenditure incurred before 1997/98 in relation to an
approved garden must, in order to qualify for relief, have been
incurred by the person who owned or occupied the garden. Under
the existing rules, certain information in relation to opening times
and public access to significant buildings/gardens must be provided
to Bord Fáilte and the Revenue Commissioners by 1 January in the
chargeable period for which a claim for relief is made. This date is
being changed to 1 November as a result of the alignment of the tax
year and the calendar year. Finally, it is being provided that relief
under section 482 is not adversely affected by ringfencing provisions,
introduced by the Finance Act 2001, in relation to trading losses.

Section 41 amends the current taxation regime for investment
undertakings (i.e. collective funds) in a number of areas. That regime
allows the investors’ funds to grow without the imposition of an
annual tax and it is only when a payment is made out of the fund to
an investor that tax (an exit tax) is deducted. Certain resident entities
can qualify for exemption through a declaration procedure. This is
being extended in paragraph (b) to charities which have a corporate
structure.

The declaration procedure also applies in the case of non-resi-
dents. In the Finance Act 2001, provision was made to allow an
investment undertaking, when amalgamating with a non-domiciled
unit trust, to make a composite declaration on behalf of the unit
holders in the unit trust. This facility is being extended in paragraph
(c) to other forms of non-domiciled collective funds. Paragraph (d)
inserts a provision which allows intermediaries (whether acting on
behalf of non-residents or on behalf of certain domestic entities) to
make one declaration to an investment undertaking in respect of all
units the intermediary acquires, or will acquire, on behalf of such
investors in the investment undertaking or an associated investment
undertaking.

Section 42 makes amendments to Schedule 2B of the Taxes Con-
solidation Act 1997 as a consequence of the changes made in para-
graph (d) of section 41 relating to intermediaries. Schedule 2B sets
out the content of various declarations which certain investors in an
investment undertaking can make in order to qualify for exemption
from the exit tax in relation to payments made to them by the invest-
ment undertaking.

Section 43 amends Chapter 4 of Part 27 of the Taxes Consolidation
Act 1997. In the Finance Act 2001, changes were made to the tax-
ation of investors in certain foreign funds in order to mirror, insofar
as possible, the current taxation regime for investors in domestic
funds. This section provides that, where an investor in such a foreign
fund is a company carrying on a financial trade and the investment
is part of its trading stock, the company will be taxed on any payment
or gain arising from its investment at the corporation tax trading
rate.

Section 44 amends section 579A of the Taxes Consolidation Act
1997 which addresses the taxation of beneficiaries of offshore trusts.
When section 579A was introduced in the Finance Act 1999, it pro-
vided an alternative method to that in section 579 for taxing benefici-
aries of offshore trusts to capital gains tax in respect of gains made
by the trust. Section 579A imposes a charge to capital gains tax on a
beneficiary who receives a capital payment from the trust in so far
as that capital payment can be matched with a gain made by the
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trust. As the operation of both section 579 and 579A could, in certain
circumstances, result in gains in excess of those realised by the trust,
being liable to tax, section 579 is effectively being repealed in order
to remedy this situation.

Section 45 amends Chapter 5 of Part 26 of the Taxes Consolidation
Act 1997 which deals with the taxation regime for life assurance pol-
icyholders. That regime allows policyholders’ funds to grow without
the imposition of an annual tax and it is only when a payment is
made out of the fund to a policyholder that tax (an exit tax) is
deducted. Certain classes of policyholders can qualify for exemption
through a declaration procedure. This is being extended in para-
graphs (a) and (c) to charities which have a corporate structure.
Paragraph (b) inserts a new subsection into section 730D. The new
subsection permits the Revenue Commissioners to waive the declar-
ation procedure, which is generally required to be complied with by
non-resident policyholders, in the case of policyholders of a branch
business operating in another Member State of the EU or EEA.

Section 46 amends, in a number of respects, the Special Savings
Incentive Accounts (SSIAs) provisions introduced into the Taxes
Consolidation Act 1997 by the Finance Act 2001.

Paragraphs (a) and (c)(i) deal with the closing date of an SSIA.
The closing date of an SSIA will now be regarded as the fifth anni-
versary of the end of the month in which a subscription was first
made. The holder will have 3 months ending with that date to make
the required closing declaration. For example, if the first subscription
to an SSIA was made on 7 February, 2002 it would close on 28 Feb-
ruary 2007 and the closing declaration can be made at any time in
the period 1 December 2006 to 28 February 2007.

Paragraph (b) provides for an exemption from DIRT in respect of
dividends paid on shares in a Credit Union where the shares are held
in a special share account within an SSIA.

Paragraph (c)(ii) ensures that any income accruing to an SSIA but
not accounted for when it closes will be taxed at 23%.

Paragraph (d)(i) clarifies that the tax deducted by the manager of
SSIAs is ‘‘income tax’’. Paragraph (d)(ii) corrects a drafting error.

Section 47 amends section 838 of the Taxes Consolidation Act 1997
which provides for special portfolio investment accounts (SPIAs).
These accounts contain a portfolio of shares and securities and when
introduced in the Finance Act 1993, had a favourable tax treatment
and the gains and losses were ringfenced within the account. As
SPIAs no longer have any tax advantage, they are being phased out
and, to assist this, any unrelieved losses of the SPIA at the time of
its closing can be appropriated by the holder of the SPIA as if they
were his or her own losses and offset against gains in the same year
of assessment or a later year.

Section 48 amends the law governing Relevant Contracts Tax
(RCT), the tax which principal contractors are obliged to deduct at
a rate of 35 per cent from payments made to certain subcontractors
in the construction, meat processing and forestry industries. The
section:

• clarifies that the construction, alteration, repair, extension,
or demolition of ‘‘telecommunication apparatus’’ is within
the definition of ‘‘construction operations’’ for RCT
purposes,



• brings the rendering of the carcasses of slaughtered cattle,
sheep, pigs, domestic fowl, turkeys, guinea-fowl, ducks or
geese within the definition of ‘‘meat processing operations’’
for RCT purposes, and

• makes it a condition for the granting of a C2 certificate (a
certificate enabling subcontractors to receive payments from
principal contractors without deduction of tax) that all
interest and penalties (and not just tax) due under the Tax
Acts and the Value-Added Tax Acts for the appropriate
‘‘look back period’’ should have been paid.

These changes take effect from 1 April 2002.

The section also updates the existing references in RCT law to the
Income Tax (Construction Contracts) Regulations, 1971 to refer-
ences to the Income Tax (Relevant Contracts) Regulations 2000.
With effect from 6 April 2000 all the then existing RCT regulations
were revoked by, and replaced by, the Income Tax (Relevant
Contracts) Regulations 2000 which effectively consolidated RCT sec-
ondary law.

Chapter 4

Corporation Tax

Section 49 gives effect to the Budget announcement by the Mini-
ster for Finance that a tonnage tax method for calculating the profits
of shipping companies for the purposes of corporation tax would be
introduced. Tonnage tax makes available an alternative method for
shipping companies to calculate their profits for corporation tax pur-
poses. Profits once calculated using the tonnage method are subject
to the 12.5 per cent rate of corporation tax the same as the profits
of a shipping company calculated by reference to the normal rules.
The tonnage tax profits are calculated by reference to the tonnage
of the ships used in the shipping trade. The tonnage tax method is
optional. If a shipping company wishes to remain subject to the nor-
mal corporation tax rules for the calculation of its profits it may do
so. Subject to clearance by the European Commission from a state
aid perspective, the tonnage tax will come into operation by way of
a commencement order to be made by the Minister for Finance.

The section inserts a new Part 24A into the Taxes Consolidation
Act 1997. This Part contains the principal provisions relating to tonn-
age tax. The section also inserts a new Schedule 18B into the Taxes
Consolidation Act 1997 which supplement the provisions of the new
Part 24A.

The new Part 24A of the Taxes Consolidation Act 1997 sets out
the principal measures which are to apply to tonnage tax and
include—

• Section 697A which provides the interpretation for Part 24A
and for Schedule 18B. This section contains all the most
important definitions for the tonnage tax regime, for
instance:

— A ‘‘qualifying company’’ is essentially a company sub-
ject to Irish corporation tax which operates qualifying
ships and which carries on the strategic and commercial
management of those ships from the State.

— A ‘‘qualifying ship’’ is a sea-going vessel of a sufficient
size to engage in reasonable commercial operations
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and which complies with the requirements for navi-
gation at sea imposed by the competent authorities of
any country. Certain vessels such as a dredger and rec-
reational vessels are excluded from being a qualifying
ship.

— ‘‘Relevant shipping income’’ is income from various
activities associated with the operation of a qualifying
ship and includes income from the carriage of cargo
and passengers and from activities ancillary to such car-
riage, certain other marine related activities, the letting
of a qualifying ship where the shipping company
retains control over the operation and management of
the ship, ship management services, and other activities
which are related to the shipping activities of the quali-
fying company.

— ‘‘Relevant shipping profits’’ are the combined relevant
shipping income as described and chargeable gains
arising from assets used for the purposes of the activi-
ties covered by tonnage tax.

• Section 697B contains a general statement as to the purpose
of the tonnage tax provisions.

• Section 697C contains the rules for calculating the profits of
the company on the basis of the tonnage of the qualifying
ships operated by the company. These profits then take the
place of the company’s relevant shipping profits for the pur-
poses of calculating the company’s corporation tax liability.

• Section 697D provides that companies must elect into tonn-
age tax. For the purpose of making and giving effect to elec-
tions further detailed provisions are contained in Part 1 of
Schedule 18B. An election for tonnage tax must be made by
a company that qualifies within a period of 36 months follow-
ing the date of the commencement order bringing tonnage
tax into operation. After this period a company can only
elect for tonnage tax if it becomes a qualifying company after
the end of this period. In the case of a group of companies,
an election after this period can only be made where a group
company becomes a qualifying company after the end of this
period and no group company was a qualifying company
before the end of this period.

• Sections 697E and 697F contain requirements relating to the
amount of ships a company may charter in. The sections also
refer to general anti-avoidance rules. A right of appeal to
the Appeal Commissioners is provided for by section 697G
where a company is dissatisfied with the actions of the Rev-
enue Commissioners in enforcing these anti-avoidance
provisions.

• Sections 697H to 697K and section 697N contain supplemen-
tal provisions governing the calculation of the company’s rel-
evant shipping profits as defined in section 697A. For
example, gains on foreign currency transactions are included.

• Sections 697L and 697M provide for a ring fence around a
company’s tonnage tax trade (that is, those activities of the
company which are subject to the tonnage tax method of
calculating profits) so as to separate its treatment for corpor-
ation tax purposes from the corporation tax treatment of
other non-tonnage tax related activities.

• Section 697O makes similar provision in relation to capital
allowances once a company goes into tonnage tax. On exit
from tonnage tax, the trade again becomes subject to the



normal corporation tax rules and capital allowances will
again be available for set off against the company’s trading
income. The rules relating to the treatment of capital allow-
ances and capital expenditure by a company on entry into
and during tonnage tax are provided for in detail in Part 3
of Schedule 18B (section 697O).

• Finally, section 697P and 697Q provide measures for dealing
with a company which leaves tonnage tax for a reason other
than the natural expiry of the company’s election. This can
involve the imposition of exit tax charges and disqualification
from tonnage tax for a 10 year period.

The new Schedule 18B to the Taxes Consolidation Act 1997 con-
tains some more detailed measures in relation to some of those mat-
ters which are dealt with in Part 24A. It also contains certain sup-
plemental and miscellaneous matters. The parts of Schedule 18B
which have not already been referred to in the description of the
provisions of Part 24A are —

• Part 2 of Schedule 18B which provides for supplemental mat-
ters relating to the operation of qualifying ships,

• Part 4 of Schedule 18B which contains measures relating to
the allocation of companies to particular groups where mem-
bership of groups overlaps, simplified arrangements for
groups in their dealings with the Revenue Commissioners
and mergers and demergers and the treatment of elections
in such situations, and

• Part 5 of Schedule 18B which deals with miscellaneous and
supplementary matters including a right of appeal to the
Appeal Commissioners where any matter in relation to tonn-
age tax is to be decided on a just and reasonable manner.

Section 50 modifies the ringfencing rules which apply in relation
to trading losses, charges on income and group relief. Under existing
rules, where such charges and losses are being set off in the year in
which they are incurred, they may only be offset against trading
income other than income which is chargeable to tax at the 25 per
cent rate. In addition, charges and losses incurred in trading activities
the income from which is taxable at the 10 per cent rate of corpor-
ation tax may only be offset against income taxable at that rate. This
section provides that relief may now be given for the unused charges
and losses on a value basis. This means that corporation tax for the
accounting period may be reduced by an amount determined by
applying to the unused charges or losses the corporation tax rate
applicable to the activity in which they were incurred. For example,
under the provision a loss incurred in an activity the income from
which is taxable at 10 per cent can be relieved by reducing corpor-
ation tax for the accounting period by 10 per cent of the loss.

The provision, which also applies in relation to group relief,
applies in relation to charges and losses incurred from 6 March 2001.

Section 51 remedies some unintended consequences of the com-
mencement rules for the loss ringfencing provisions in the Finance
Act 2001 which in certain circumstances could result in part of a loss
not being available for relief.

Section 52 clarifies that relief under section 483 of the Principal
Act (which deals with gifts of money made to the Minister for Fin-
ance for use for any purposes for which public moneys are provided)
is not affected by provisions concerning the ringfencing of losses.
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Where a company makes such a gift it is regarded as a trading loss
incurred by the company.

Section 53 provides for unilateral credit relief in respect of with-
holding tax suffered in countries with which Ireland does not have a
tax treaty on interest received by a company where the interest falls
to be included in the company’s trading income.

Section 54 gives effect to the Budget announcement that the pay-
ment dates for preliminary tax payable by companies are being
brought forward to one month before the end of the accounting per-
iod. This is being introduced over a 5 year transition period and will
be fully effective for accounting periods ending after 2005 when 90
per cent of final liability will be payable one month before the end
of the accounting period. In the case of a ‘small company’ prelimi-
nary tax can be based on 100 per cent of the liability of the previous
year. A company will be treated as a small company if the corre-
sponding corporation tax liability of the company for the preceding
period does not exceed \50,000.

During the transition period, preliminary tax will be payable in
two instalments, the first due 1 month before the end of the account-
ing period and the second within 6 months after the end of the
accounting period. This, however, is subject to a further transitional
measure that no first instalment of preliminary tax will be payable
before 28 June 2002. The amount of the first instalment will be

• for accounting periods ending in 2002, 18 per cent of the final
liability but in the case of a small company the payment can
be based on 20 per cent of the previous year’s liability.

• for accounting periods ending in 2003, 36 per cent of final
liability but in the case of a small company the payment can
be based on 40 per cent of the previous year’s liability.

• for accounting periods ending in 2004, 54 per cent of final
liability but in the case of a small company the payment can
be based on 60 per cent of the previous year’s liability.

• for accounting periods ending in 2005, 72 per cent of final
liability but in the case of a small company the payment can
be based on 80 per cent of the previous year’s liability.

In the case of an accounting period which is less than one month
and one day in length, the first preliminary tax instalment will be
due on the last day of the accounting period.

In the transition period the second instalment should bring total
preliminary tax payments for the accounting period up to 90 per cent
of the final liability for the accounting period.

In the case of a company which has chargeable gains on disposals
of assets made in an accounting period but after the preliminary tax
payment date for that accounting period, the preliminary tax obli-
gations of the company will be treated as fulfilled where

— the company pays preliminary tax in the accounting period
equal to 90 per cent (or 18%, 36%, 54% or 72% as appro-
priate in the transition period) of the liability for the
accounting period apart from liability in respect of the gains
on those disposals, and

— the company makes a ‘top-up’ payment within one month
after the end of the accounting period so that the total pay-
ments at that time amount to at least 90 per cent (or 18%,



36%, 54% or 72% as appropriate in the transition period)
of the full liability for the accounting period.

Chapter 5

Capital Gains Tax

Section 55 amends section 598 of the Taxes Consolidation Act
1997. That section provides a measure of relief from capital gains tax
where an individual, having attained the age of 55, disposes of certain
business assets or shares in his or her family company. The section
is being amended so that any land, machinery or plant which the
individual owns personally, but which are used by his or her family
company for the purposes of its trade can, in certain circumstances,
qualify for the relief. One of the requirements is that such assets be
disposed of at the same time and to the same person, as the shares
in the family company. Section 598 is also being amended so that
land, which has been let in the period of 5 years prior to its disposal
under a compulsory purchase order for the purposes of road-building
or road-widening but prior to its first letting was farmed for 10 years
by the person making the disposal, also comes within the relief.

Section 56 amends section 600A of the Taxes Consolidation Act
1997. Section 600A gives, in certain circumstances, a deferral of capi-
tal gains tax arising on the disposal of a residential premises which
is let. One of the conditions is that the proceeds from the disposal
are re-invested in certain other similar premises. The amendment to
the section provides firstly that the premises being disposed of can
have any number of residential units and secondly that the replace-
ment premises must contain at least the same number of residential
units, but not less than 3 such units.

Section 57 amends section 605 of the Taxes Consolidation Act
1997. That section provides for a deferral of capital gains tax liability
on the disposal of assets under a compulsory purchase order (CPO)
if the proceeds are reinvested in certain other assets. In general terms
both the original assets and the replacement assets must either be
fixed assets of a trade, or land or buildings which are not assets of a
trade. (It should be noted that under section 652 where the asset
disposed of is development land, the capital gains tax deferral is only
available if the land is subject to the CPO for the purposes of road
construction or widening). The amendment to section 605 allows a
person who is disposing of let land under a compulsory purchase
order for road-building or road-widening to qualify for roll-over
relief if

• in the 10 years ending with the time the land was first let,
the person farmed the land,

• the first letting took place within 5 years ending with the
disposal, and

• the proceeds are re-invested in land which the person will
farm or in fixed assets of another trade.

Section 58 amends section 542 of the Taxes Consolidation Act
1997. That section provides, inter alia that, for capital gains tax pur-
poses, the time of a disposal of land under a compulsory purchase
order, where there is no contract, is the earlier of the time the auth-
ority concerned enters on the land and the time at which the compen-
sation is agreed. The capital gains tax liability on the disposal arises
for the year of assessment in which the disposal is treated as being
made. This is being amended so that that the capital gains tax liability
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will not arise in respect of such a disposal until the year of assessment
in which the compensation is received where

• the disposal is under a compulsory purchase order and for
the purposes of road-building or road widening,

• the person making the disposal is engaged in farming, and

• immediately before the disposal, the land was used for the
purposes of farming.

Section 59 amends section 980(3) of the Taxes Consolidation Act
1997 which requires a purchaser of certain assets to retain 15 per
cent of the consideration to be paid to the vendor, unless the vendor
produces a certificate issued by the Revenue Commissioners. The
amount of such consideration, above which the section applies, is
being increased from \381,000 to \500,000.

PART 2

Excise

Chapter 1

Consolidation and Modernisation of Betting Duties Law

The purpose of this Chapter is to consolidate and modernise the
betting duties legislation.

The existing legislation in this area, some of which dates back to
1926, has been supplemented and amended over time to the extent
that it has become fragmented and disjointed.

The opportunity is being taken to streamline existing provisions
and to introduce a new collection system.

Interpretation, Liability and Payment

Section 60 is an interpretation section.

Section 61 continues the charging of an excise duty of \250 on
bookmakers licences.

Section 62 continues the charging of an excise duty of \380 on
registered bookmaking premises.

Section 63 provides for the charging of an excise duty on bets at
the reduced rate of 2 per cent as announced in the Budget. It also
includes a change in the definition of the amount of the bet to clarify
the taxation of spread betting on unit basis and continues the penalty
of \1,900 for non-payment of betting duty.

Section 64 continues the exemption from excise duty of bets placed
on course at horse race courses or greyhound tracks. It also provides
for a new exemption for tote bets placed in registered bookmaking
premises.

Section 65 provides that betting duty becomes due at the time the
bet is accepted.



Section 66 is the first part of the modernised betting duty collection
system and provides for submission of monthly or other periodic
returns by bookmakers.

Section 67 provides for the payment by punters of the duty when
placing bets. It also allows the bookmaker to elect to pay the duty
on specified classes of bets and deletes the penalties that applied to
bookmakers who offered tax free betting.

Section 68 is the second part of the modernised betting duty collec-
tion system and allows Revenue to raise estimates when returns are
not submitted.

Section 69 is the third part of the modernised betting duty collec-
tion system and provides Revenue with the power to raise assess-
ments where they have reason to believe that underpayments of bet-
ting duty have taken place.

Section 70 is the fourth part of the modernised betting duty collec-
tion system and provides Revenue with the power to charge interest
on late payments of duty at 0.0322 per cent per day.

Section 71 is the final part of the modernised betting duty collec-
tion system and provides recovery powers which are similar to those
applicable to direct taxes and VAT.

Section 72 continues the standard penalty of \1,900 for false and
misleading statements.

Section 73 continues the standard powers of the Commissioners to
make regulations in relation to the payment of betting duty.

Section 74 continues the powers of the Revenue Commissioners to
deregister bookmakers premises for non-payment of betting duty. It
also includes the imposition of a new charge of \2,000 where prem-
ises are re-registered following deregistration.

Section 75 allows the Revenue Commissioners to nominate officers
for the purposes of carrying out or discharging any function in
relation to betting duty.

Section 76 repeals old betting duty legislation replaced by the new
law. Repeals relating to betting duties are set out in Schedule 3.

Section 77 provides for the smooth transition from the old to the
new law.

Section 78 provides for general continuity of the operation of
excise law.

Section 79 provides that the provisions of the Chapter are to come
into operation on 1 May 2002.

Chapter 2

Miscellaneous

Section 80 provides a requirement that a tax clearance certificate
must be produced by an applicant for a permit which is required in
order to operate amusement machines in public places.
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Section 81 provides for the imposition of an excise duty of \100
on the issue and on the renewal of a permit in respect of public
places in which amusement machines are operated. It also provides
for the expiration of the permit on 30 June each year.

Section 82 provides that a tax clearance certificate is required on
applying for the following intoxicating liquor licences;

A manufacturers’s licence required by a Brewer of Beer for sale;
a Distiller of spirits; a Rectifier or Compounder of spirits (a rectifier
is a manufacturer who refines or purifies by redistilling; a com-
pounder is a manufacturer who mixes two or more ingredients
together); a maker for sale of Sweets (sweets are any liquor which is
made from fruit and sugar or from fruit and sugar mixed with any
other material and which has undergone a process of fermentation
in the manufacturing thereof); a beer retailer’s on-licence, a cider
retailer’s on-licence, a sweets retailer’s on licence, a cider retailer’s
off-licence, a sweet retailer’s off-licence, a railway restaurant car
licence, a passenger vessel licence (annual); a passenger vessel
licence (one day) or a passenger aircraft licence.

Section 83 consolidates and standardises the Revenue officers’
powers of entry and search of premises for excise purposes, provided
for in section 136 of Finance Act 2001, by the inclusion of premises in
which bets are accepted. It also clarifies that the powers of detention
provided for in section 140 of that Act apply in all cases where a
premises is entered under section 136.

Section 84 confirms the Budget increase in the rate of duty on
cigarettes which, when VAT is included, amounted to just under 13
cent on a packet of 20, with pro-rata increases in respect of other
tobacco products. The new rates are set out in Schedule 4.

Section 85 confirms the Budget increases in the rates of excise duty
on petrol and auto diesel which, when VAT is included, amounted
to just under 6.5 cent per litre. The section also confirms the Budget
provision for a higher rate of duty, to apply from 1 March 2002, on
auto diesel with a higher sulphur content. The rate which will apply
from that date to such diesel is just under 6.5 cent per litre higher
when VAT is included than that which will apply to diesel with a
lower sulphur content.

Section 86 confirms the Budget increases in the rates of excise duty
on cider and perry which, when VAT is included, amounted to just
under 27 cent on a pint of ordinary strength cider. The new rates are
set out in Schedule 5.

Section 87 extends both the repayment period and time limit for
claims for repayment of mineral oil tax on heavy oil and liquid pet-
roleum gas used in horticultural production and mushroom growing.
At present a separate claim must be made for each calendar month
during which the fuel is used and the claim must be made within
three months following the end of that month. This section, however,
will allow claims for relief from mineral oil tax by way of repayment
to be made in respect of oil used during a minimum period of one
and a maximum period of six calendar months. The time limit for
making those claims will be extended to four months.

Section 88 extends both the repayment period and the time limit
for claims for repayment arising from reliefs from mineral oil tax for
certain mineral oils. The changes are the same as those provided for
by section 87 in respect of horticultural production and mushroom
growing.



Section 89 extends the scope of the partial relief from mineral oil
tax for certain passenger road services to certain coach tours. The
relief will now apply to the fuel used by qualifying tour coaches on
tours of three days or more.

The section also provides that all repayments under the passenger
road services scheme will be confined to applicants who have a cur-
rent tax clearance certificate. Extensions of the period and time limit
for repayments, on the same lines as those provided for in sections
87 and 88, are also provided for.

This section will come into operation by commencement order on
such day as the Minister for Finance will appoint.

Section 90 amends section 1 of the Finance (Excise Duty on Tob-
acco Products) Act 1977, by updating several cross-references and
amending a term to accord with the consolidated general excise law
in the 2001 Finance Act.

The section also amends the definition of cigars to conform with
a draft EU Directive amending Directive 95/59/EC on the taxation
of tobacco which is expected to be adopted shortly. This amendment
will have effect from a future date to be appointed by the Minister.

Section 91 amends section 2B of the Finance (Excise Duty on Tob-
acco Products) Act 1977, by updating a cross-reference and amend-
ing a term to accord with the consolidated general excise law in the
2001 Finance Act.

Section 92 amends subsection (3)(c) of section 7 of the Finance
(Excise Duty on Tobacco Products) Act 1977 in order to take
account of the introduction of the euro. This section will allow the
retail price of cigarettes sold by means of a vending machine to be
rounded to the nearest five cent instead of five pence.

Section 93 amends section 10A of the Finance (Excise Duty on
Tobacco Products) Act 1977, by amending a term to accord with the
consolidated general excise law in the 2001 Finance Act.

PART 3

Value-Added Tax

Section 94 is a definitions section.

Section 95 amends section 4 of the VAT Act which deals with
special provisions in relation to the supply of immovable goods.

The amendment inserts a new subsection (3A) into section 4.

Paragraph (a) of the new section provides for a change in the rules
regarding the taxation of certain property transactions. If a surrender
of possession of immovable goods takes place in circumstances where
the holder of the taxable interest disposes of it for less than the
amount of the tax exclusive cost of the acquisition plus the develop-
ment of those goods, the disposal giving rise to the surrender of pos-
session is deemed not to be a supply of immovable goods and is
deemed to be a short-term letting of immovable goods. This makes
it an exempt supply and prevents the recovery of input VAT.

Paragraph (b) excludes disposals of freehold interests from the
new rules.
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Paragraph (c) is a definitions paragraph.

Paragraph (d) allows Revenue to set aside the provisions in para-
graph (a) if a person can demonstrate that the value of the interest
had fallen because of unforeseen changes in market conditions.

Section 96 amends section 7 of the VAT Act which deals with
waiver of exemption. These rules allow a person to waive his exempt
status in certain circumstances and opt to be subject to VAT. The
amendment is consequential to the insertion of the new section
4(3A) and provides that a waiver of exemption cannot apply or
extend to the exempt letting of immovable goods to which section
4(3A) applies.

Section 97 makes several amendments to section 8 of the VAT Act
which deals with taxable persons.

Paragraphs (a) and (b)(i) of the amendment provide for the exten-
sion of the reverse charge rule to cover cultural, artistic, entertain-
ment or similar services provided by performers not established in
the State. The recipient of such services, which in most cases will be
the promoter of the event, will become the taxable person in place
of the non-established performer. Paragraph (a) amends subsection
(1) and relieves the entertainer, from liability. Paragraph (b)(i)
inserts a new paragraph (aa) in subsection (2) and imposes the liab-
ility on the recipient of the services.

Paragraph (b)(ii) inserts a new paragraph (d) in subsection (2).
The new paragraph provides that:

• the owner of a premises who allows a non-established mobile
trader to supply goods on his or her premises shall furnish
the trader’s details to Revenue, and

• where cultural, artistic, entertainment or similar services sup-
plied by a non-established performer are received by a non-
established promoter, the owner of the venue shall furnish
details of the promoter and the performance to Revenue.

Where an owner of a premises or a venue fails to furnish these
details to Revenue, they may be made jointly and severally liable
with the mobile trader or the promoter, as appropriate, for the VAT
due. The Bill also provides for appeal to the Appeal Commissioner
in such cases.

Paragraph (c) amends subsection (8), which deals with group regis-
tration. The purpose of the amendment is to deal with cases where
a short term letting of immovable goods occurs within a VAT group
and the lessor has been entitled to deductibility on his or her acquis-
ition. It provides that the transaction will be deemed to have
occurred when either the lessor or lessee leaves the group, or the
group breaks up, and a charge to VAT will arise at that time.

Section 98 amends section 10 of the VAT Act which deals with the
amount on which tax is chargeable.

Paragraphs (a) and (b) provide that when certain coupons or vou-
chers, are supplied to an agent with a view to resale they are liable
to VAT at that time. VAT is chargeable also on the resale of the
vouchers by the agent. In these circumstances, no VAT is chargeable
when goods are redeemed using such vouchers.

Paragraph (c) is a technical consequential amendment.



Section 99 amends section 11 of the VAT Act which deals with
rates of tax. The amendment confirms the Budgetary change which
provided for an increase in the rate of VAT from 20 per cent to 21
per cent.

The section has effect from 1 March 2002.

Section 100 amends section 12D of the VAT Act which provides
for an adjustment of tax deductible in certain circumstances. The
section was introduced in last year’s Finance Act and limits the
opportunities for a person with restricted entitlement to deductibility
such as financial institutions to acquire properties totally VAT-free
under section 3(5)(b)(iii) VAT Act. This amendment is a technical
one to clarify that if the transferee’s deductibility on his or her other
transactions is less than the amount of the clawback under this
section, he or she has to account for the difference as if it were tax
due in the normal way.

Section 101 amends section 13 of the VAT Act which deals with
the remission of tax on goods exported. This is a technical amend-
ment consequential to the amendments to section 8 in section 102(a)
and (b)(i). By virtue of the reverse charge rule, a non-established
person supplying cultural, artistic, entertainment or similar services
will no longer be a taxable person — the recipient of the service
becomes the taxable person. The amendment to section 13 enables
a non-established trader in such circumstances to claim a refund for
any input tax normally deductible in respect of the supply of such
services.

Section 102 makes two amendments to section 19 of the VAT Act
which deals with tax due and payable.

Subsection (a) requires a taxable person who accounts for VAT on
the invoice basis, and who receives payments in respect of supplies of
goods or services in advance, to account for tax by reference to the
date of issue of the invoice, rather than the date of receipt of
payment.

Subsection (b) facilitates the making of a VAT return by a person
acting under the authority of a taxable person. This brings VAT law
into line with section 951 of the Taxes Consolidation Act 1997 which
already allows a person to make tax returns on behalf of another
person.

Subsection (a) has effect from 1 May 2002.

Section 103 inserts a new section 19B into the VAT Act to provide
for an expression of doubt facility in VAT legislation.

Subsection (1) allows a person who is in doubt about the appli-
cation of VAT to a transaction to lodge a letter of expression of
doubt with Revenue at the same time as the appropriate VAT return
is due. It also defines a letter of expression of doubt, which has to
be accompanied by supporting documentation. The letter of
expression of doubt includes an electronic transmission.

Subsection (2) provides that interest will not apply to any
additional liability in an expression of doubt case, subject to certain
conditions.

Subsections (3) and (4) provide for situations where an expression
of doubt is not accepted as genuine by the Revenue Commissioners.
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Such a case is then treated as if no expression of doubt had been
lodged, and interest charges apply in the normal way.

Subsection (5) allows for an appeal mechanism where a taxable
person is aggrieved by a decision of Revenue that an expression of
doubt is not genuine.

Subsection (6) provides that an expression of doubt is deemed not
to be made unless it is acknowledged and the acknowledgement is
kept as part of the taxable person’s records.

Subsection (7)(a) provides that where a non-registered person is
in doubt as to whether he or she is a taxable person, that person can
avail of the expression of doubt mechanism.

Subsection (7)(b) provides the timeframe in which an expression
of doubt must be lodged by a person who is concerned as to whether
or not he or she is a taxable person.

Section 104 makes several amendments to section 21 of the VAT
Act which deals with interest. A new subsection is substituted for
subsection (1).

Paragraph (a) of the new subsection provides for interest of 0.0322
per cent on a daily basis to apply to unpaid VAT, instead of 1 per
cent on a monthly basis. The 6 euro minimum is being deleted.

Paragraph (b) provides for an interest charge in all cases where
VAT deductibility is over-claimed on a VAT return. The rate of
0.0322 per cent on a daily basis also applies.

The section has effect from 1 September 2002.

Section 105 makes several amendments to section 25 of the VAT
Act which deals with appeals.

Paragraph (a) deletes the appeal mechanism in relation to section
37 of the VAT Act (deleted by the Finance Act 2001 with effect
from 1 January 2002).

Paragraph (b) inserts two new paragraphs. The new paragraph
(ae) is consequential to the amendments to section 8 in section
97(b)(ii). It provides for an appeal mechanism for a person who has
been made jointly and severally liable with another person in accord-
ance with the new section 8(2)(d). The new paragraph (af) is conse-
quential to the amendments to section 4 in section 95, and provides
for an appeal mechanism in relation to the new section 4(3A).

Section 106 amends the First Schedule to the VAT Act which deals
with exempted activities. The amendment applies the same exemp-
tion to off-course tote betting as is applied to on-course tote betting.

PART 4

Stamp Duties

Section 107 is an interpretation section.

Section 108 amends section 76 of the Stamp Duties Consolidation
Act 1999 by extending, from 3 years to 6 years, the period during
which a Crest system-member must retain evidence of instructions
inputted to the Crest system where exemptions to stamp duty are



being claimed. Crest is an electronic share dealing system which
operates for electronic share transactions on both the Irish and Lon-
don Stock Exchanges. The change is effective from the passing of
the 2002 Finance Bill.

Section 109 amends sections 92A, 92B and 92C of the Stamp
Duties Consolidation Act 1999. The section gives effect to the
Budget re-alignment of the investor stamp duty rates for transfers
of new and second-hand residential property with those for owner
occupiers (other than first-time buyers) purchasing second-hand resi-
dential property. The change is effective for transfers executed on or
after 6 December 2001.

Section 110 contains the necessary amendments to Schedule 1 of
the Stamp Duties Consolidation Act 1999 to give effect to the new
stamp duty rate structure. The change is effective from 6 December
2001.

PART 5

Capital Acquisitions Tax

Section 111 is an interpretation section.

Section 112 amends section 19 of the Capital Acquisitions Tax
Act 1976 which deals with agricultural relief. Normally, this relief is
clawed back where the property in question is sold or compulsorily
acquired within 6 years after the date of the gift or the date of the
inheritance. The clawback will apply unless the proceeds are rein-
vested in other agricultural property within a year of the sale or
within 4 years in the case of a compulsory acquisition. This amend-
ment extends the reinvestment period to 6 years for compulsory
acquisitions made on or after the passing of the Finance Act.

Section 113 amends section 36 of the Capital Acquisitions Tax
Act 1976 which deals with the submission of capital acquisitions tax
returns. The amendment is a consequential one arising from the
change to the aggregation rules for the tax referred to in the note on
section 117 below.

Section 114 provides that, where an exemption given from capital
acquisitions tax for dwelling-houses is being clawed back because
the conditions necessary to qualify for the exemption have not been
complied with, interest will be payable only from the date of the
event giving rise to such clawback rather than from the date of
receipt of the gift or inheritance. The section also confirms that simi-
lar treatment will apply where, in certain circumstances, there is a
clawback of the exemption given in respect of heritage objects or
property.

Section 115 provides that evidence of any notice given by the Rev-
enue Commissioners in any appeal proceedings taken under the
Capital Acquisitions Tax Act 1976 may be given by way of a docu-
ment which purports to reproduce details of the notice, if those
details are held on a Revenue computer record.

Section 116 provides that evidence of any notice given by the Rev-
enue Commissioners in any court proceedings taken under the Capi-
tal Acquisitions Tax Act 1976 may be given by way of a document
which purports to reproduce details of the notice, if those details are
held on a Revenue computer record.
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Section 117 gives effect to the Budget announcement which
changed the aggregation rules for capital acquisitions tax in the
Second Schedule to the Capital Acquisitions Tax Act 1976. For gifts
and inheritances taken on or after 5 December 2001, only prior bene-
fits received, since 5 December 1991, by the same beneficiary within
the same group threshold will aggregate with a current benefit for
the purpose of arriving at the amount of tax payable on the current
benefit.

Section 118 amends section 133 of the Finance Act 1993, which
exempts life policies issued by an IFSC life company from gift and
inheritance tax where the disponer and beneficiary are foreign domi-
ciled and foreign resident. This section extends the same exemption
to life policies issued by domestic life companies on or after 1 Janu-
ary 2001.

PART 6

Miscellaneous

Section 119 is an interpretation section

Section 120 amends section 1003 of the Taxes Consolidation Act
1997 which enables certain tax liabilities to be discharged by way
of a donation of an approved heritage item to a specified national
collection. The scheme takes the form of a payment on account of
tax of an amount equal to the value of the item donated. At present,
the heritage item must be worth at least \95,250 and the value of
items approved for donation under the scheme cannot exceed \3.8
million on an annual basis.

This section provides for an increase in the single item threshold
to \100,000 and raises the annual limit to \6million. Where relevant,
auctioneers fees and related value-added tax in respect of those fees
incurred in the purchase of a heritage item for donation will be
included in the value of the item.

Finally, the scheme is being extended to include heritage items
located abroad whose import into Ireland would significantly
enhance Ireland’s accumulated cultural heritage.

Section 121 makes a number of amendments to sections 1006A
and 1006B of the Taxes Consolidation Act 1997.

Section 1006A permits the Revenue Commissioners to offset
repayments of tax and other charges under the Acts listed in that
section against liabilities under those Acts. This section will

— provide that the power to offset extends to interest payable
by the Revenue on a repayment;

— bring into line the definitions of ‘‘claim’’ and ‘‘liability’’
used in the section;

— provide for delegation so that the powers conferred by the
section (other than the making of regulations) can be exer-
cised by any officer of the Revenue Commissioners acting
under their authority.

Section 1006B permits the Revenue Commissioners to appropriate
payments for which there are no clear accounting instructions from
the taxpayer. This section will provide the same power of delegation
as that described above in relation to section 1006A.



Section 122 amends section 1086 of the Taxes Consolidation Act
1997 which provides for the publication by the Revenue Com-
missioners of lists of certain tax defaulters i.e. those on whom a fine
or other monetary penalty has been imposed by a court or in whose
case the Revenue Commissioners accept a settlement offer which
exceeds \12,700. The result of the changes being made by this section
will be to:

— bring customs and excise duties within the scope of section
1086;

— put beyond doubt that, in the context of settlements
accepted by Revenue, the section operates in respect of
both tax geared penalties (i.e. those applied as a proportion
of the tax undercharge) for fraud or neglect and fixed pen-
alties for non-filing of returns,

— confirm that, following publication of the lists of defaulters
in Iris Oifigiúil, the Revenue Commissioners may publicise
or reproduce the lists in any other manner or format they
consider to be appropriate (for example, reproduce the list
on the Revenue website); and

— provide that a settlement accepted by the Revenue Com-
missioners will not be published where the degree of neglect
on the part of the taxpayer is relatively minor, specifically
where the penalty involved in the case is less than 15 per
cent of the tax.

Section 123 amends sections 1094 (which concerns tax clearance
certificates in relation to certain licences) and 1095 (which deals with
tax clearance certificates in relation to public sector contracts) of the
Taxes Consolidation Act 1997.

Its effect will be to:

— extend the provisions of section 1094 to all liquor licences
and permits for public places in which amusement machines
are located (as well as making a number of minor adjust-
ments to that section in the context of the proposal below
relating to section 1095), and

— convert the provisions of section 1095 into a generally
applicable tax clearance procedure covering applications for
tax clearance for whatever reason other than those catered
for in (a) section 1094, dealing with certain licences (b)
sports bodies within section 847A, inserted by section 39 of
this Bill (c) the Standards in Public Office Act, 2001 and
(d) the Free Legal Aid Board.

As a result of this section, it will be possible to apply for and obtain
tax clearance certificates through electronic means (e.g. the Revenue
ROS system). Revenue will also be permitted, subject to the appli-
cant’s agreement, to publish the certificate, for example, on a website
where he/she may authorise persons to view it for verification
purposes.

Section 124 amends Schedule 29 of the Taxes Consolidation Act
1997. That Schedule lists in three columns various provision of that
Act in respect of which a person can be rendered liable to a civil
penalty in accordance with sections 1052, 1053 and 1054 for failure
to make tax returns or for making incorrect returns. The Schedule is
amended so that the penalty for fraudulently or negligently making
an incorrect return in relation to Deposit Interest Retention Tax or
Dividend Withholding Tax is tax-geared (i.e. a proportion of the tax
undercharge), rather than being a fixed penalty.
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Section 125 changes the basis on which interest charged by Rev-
enue on unpaid tax and paid by it on overpaid tax is calculated. At
present this is done on a monthly basis but, with effect from 1 Sep-
tember 2002, interest will be expressed as a daily rate and calculated
on a daily basis. Appropriate changes are made to the various pro-
visions of the Taxes Consolidation Act, the Capital Acquisitions Tax
Act, the Finance Act 1983, the Finance Act 1993 and the Stamp
Duties Consolidation Act which provide for the charging or paying
of interest on tax unpaid/overpaid. Arising from this change over to a
daily rate of interest, certain minimum interest charges are abolished.

Section 126 amends Chapter 1 of Part 47 of the Taxes Consoli-
dation Act 1997. Section 1053, which falls within that Chapter,
imposes a tax-geared penalty (i.e. one which is a proportion of the
tax undercharge) where a person fraudulently or negligently makes
an incorrect return — this includes an individual’s income tax return
and certain other returns. Paragraph (a) of this section amends that
section so that a tax-geared penalty can be imposed where there is a
tax undercharge and the person in question has not made the return
concerned. Paragraph (b) equalises the penalties that can be imposed
under section 1052 for failure to make a tax return, whether the
failure referred to in that section is that of an individual or a com-
pany. Paragraph (c) applies the method of recovery of penalties con-
tained in section 1061 (suing in the High Court) to penalties which
can be imposed under the audit and information seeking powers con-
tained in Chapter 4 of Part 38 of the Taxes Consolidation Act 1997.
Finally, Paragraph (d) allows the Revenue Commissioners to extend
the time within which a person must comply with a notice issued
under various sections of that Chapter.

Section 127 amends section 1072 of the Taxes Consolidation Act
1997 so tax-geared penalties can be imposed not only where a com-
pany fraudulently or negligently makes a return but also where a tax
undercharge arises and no such return has been made.

Section 128 amends Chapter 4 of Part 38 of the Taxes Consoli-
dation Act 1997 in several respects. That Chapter contains Revenue
powers to seek information and to conduct audits. Sections 901 and
902A allow a Revenue authorised officer to apply to the High Court
for an order requiring a taxpayer under enquiry or a third party (not
being a financial institution), respectively, to supply information.
Sections 907 and 908 allow a Revenue authorised officer to make an
application to the Appeal Commissioners or the High Court, respect-
ively, to obtain third party information from a financial institution.
Paragraphs (a), (b), (e) and (f) of this section make similar amend-
ments to sections 901, 902A, 907 and 908, respectively. The amend-
ments will entitle the officer to be given assistance in accessing infor-
mation stored electronically. Furthermore, the authorised officer will
be entitled to make copies of or extracts from records made available
for inspection.

Paragraph (c) introduces a provision to allow Revenue to carry
out an on-site audit of companies and other persons, in relation to
dividend withholding tax.

Paragraph (d) provides a new definition of ‘‘records’’ for the pur-
poses of section 905, the power under which Revenue carry out on-
site audits of taxpayers’ returns, to allow access to all business
records.

Paragraph (g) amends section 908A, the provision which permits
Revenue to obtain information from financial institutions, so that its



provisions are more readily applicable in the investigation of certain
offences relating to Customs and Excise.

Section 129 amends section 1078 of the Taxes Consolidation Act
1997 in two respects. Section 1078 is concerned with what constitutes
a revenue offence and the penalty for such an offence. Currently, it
is an offence if a person ‘‘knowingly or wilfully’’ fails to comply with
obligations regarding the furnishing of tax returns or the keeping of
records. In paragraph (a) this provision is amended to make this
failure an offence unless there is a reasonable excuse. Section 1078
was amended in the Finance Act 2001 to allow a Judge to order a
person being prosecuted for failing to make a tax return, to order
the person to make the return. Paragraph (b) further amends section
1078 to make the failure by a person to comply with such an order
a further offence coming within the scope of the section.

Section 130 amends Chapter 3 of Part 38 of the Taxes Consoli-
dation Act 1997. That Chapter sets out the information that certain
persons are obliged to return to the Revenue Commissioners. This
section allows for the standardisation of the format in which such
information is returned.

Section 131 amends Part 48 of the Taxes Consolidation Act 1997
by inserting a new section, section 1096B. This new section enables
the Revenue Commissioners to store records (e.g. taxpayer returns)
electronically while preserving the value of such records so stored as
evidence in legal proceedings. The original records can be destroyed
subject to compliance with the National Archives Act 1986.

Section 132 is concerned with repayable advances which were
made to Shannon Free Development Ltd. out of the Central Fund
to meet the expenditure incurred by that company in relation to the
provision of houses and community services (mainly water and sani-
tary services but also roads, public lighting, pavements etc) since the
1960s in Shannon Town. The purpose of this provision is to enable
the write-off of the repayable advances amounting to \11,409,916.13
when responsibility for these public utilities transfers to Clare Co.
Council.

Section 133 empowers the Minister for Finance to direct the Cen-
tral Bank to pay into the Exchequer the accrued net proceeds arising
from the issue of coin. These proceeds currently accrue to the cur-
rency reserve of the Central Bank although the Bank merely acts as
an agent of the Minister in the provision of coin.

Section 134 and Schedule 6 provide for technical amendments to
various enactments i.e. the Value-Added Tax Act 1972, the Capital
Acquisitions Tax Act 1976, the Taxes Consolidation Act 1997, the
Stamp Duties Consolidation Act 1999 and the Finance Act 2001. The
amendments, for the most part, involve the correction of incorrect
references which result, inter alia, from changes made to the tax sys-
tem in the move to tax credits, the streamlining of the relief for
donations to charities and third level fees and the euro conversion.
Also references in the Taxes Consolidation Act 1997 are updated
consequent on the enactment of the Income Tax (Employments)
(Consolidated) Regulations, 2001 in December 2001.

Paragraph 1 contains amendments to the Value-Added Tax Act
1972.
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Paragraph 2 contains amendments to the Capital Acquisitions Tax
Act 1976.

Paragraph 3 contains amendments to the Taxes Consolidation Act
1997.

Paragraph 4 contains amendments to the Stamp Duties Consoli-
dation Act 1997.

Paragraph 5 contains amendments to the Finance Act 2001.

Paragraph 6 contains the commencement provisions relating to
paragraphs 1 to 5.

Section 135 provides for amendments to the provisions of the Pro-
visional Collection of Taxes Act 1927, relating to the making of fin-
ancial resolutions, to ensure that such financial resolutions will
amend the tax and the related law as it stands immediately before
the financial resolution takes effect.

Section 136 deals with the ‘‘care and management’’ of taxes and
duties.

Section 137 contains the provisions relating to short title, construc-
tion and commencement.

An Roinn Airgeadais
Feabhra 2002
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