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PRESIDENT’S FOREWORD

I am very pleased to welcome readers to the 20th edition of Irish Taxation: Law and Practice, Ireland’s leading third-level tax publication.

This educational text is divided into two separate volumes. In addition to an introduction to Irish tax principles and policy, Volume 1 provides analysis of the fundamentals of VAT, income tax, capital gains tax, corporation tax, capital acquisitions tax, stamp duty and local property tax, fully updated to Finance Act 2021. Volume 2 contains assignments, questions and solutions, which are also updated to current legislation.

As a supplement to the textbook, lecturers and tutors have access to an online teaching resource containing a complete set of teaching aids. These include customisable presentation slides for each tax head, solutions to revision questions, additional assignments and tax charts. Please contact us at cpd@taxinstitute.ie if you require access to this resource.

The Irish Tax Institute is the only professional body in Ireland dedicated exclusively to tax and our Chartered Tax Advisers (CTA) are amongst over 32,000 CTAs globally. The Institute is very committed to encouraging and supporting the study of tax in third-level institutions and the career in tax. I would encourage you to visit the dedicated careers area on our website where you will find interesting profiles of those working in tax, details of the Institute’s scholarship programmes and other competitions for students of tax and business. Each year we run our Fantasy Budget Competition for third-level students that is judged by some of Ireland’s leading business commentators and economists. For further details please contact us at students@taxinstitute.ie.

I would sincerely like to thank all authors of this title, Caitriona Gaynor, Raymond Holly, Pat Kennedy, Paul Murphy, Margaret Sheridan and Martina Whyte, for their immense contributions. Sincere thanks are also due to Laurence May (Editor, Volume 2) and Patrick Mulcahy (Editor, Volume 1), for their hard work and commitment to their roles.
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Karen Frawley, Chartered Tax Adviser (CTA)

President

Irish Tax Institute
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Income Tax Credits




















	
	
Tax Year

2013


	
Tax Year

2014
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2015


	
Tax Year

2016


	
Tax Year
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2018
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2019
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2020
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2021


	
Tax Year

2022





	
	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€





	
Single Person


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,700





	
Married Couple/Civil Partnership


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,400





	
Widowed Person/Surviving Civil Partner


	
	
	
	
	
	
	
	
	
	



	
	
– in year of bereavement


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,400





	
	
– without dependent children


	
2,190


	
2,190


	
2,190


	
2,190


	
2,190


	
2,190


	
2,190


	
2,190


	
2,190


	
2,240





	
	
– with dependent children


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,700





	
Widowed Person/Surviving Civil 
Partner with qualifying child


	
	
	
	
	
	
	
	
	
	



	
	
– first year after bereavement


	
3,600


	
3,600


	
3,600


	
3,600


	
3,600


	
3,600


	
3,600


	
3,600


	
3,600


	
3,600





	
	
– second year after bereavement


	
3,150


	
3,150


	
3,150


	
3,150


	
3,150


	
3,150


	
3,150


	
3,150


	
3,150


	
3,150





	
	
– third year after bereavement


	
2,700


	
2,700


	
2,700


	
2,700


	
2,700


	
2,700


	
2,700


	
2,700


	
2,700


	
2,700





	
	
– fourth year after bereavement


	
2,250


	
2,250


	
2,250


	
2,250


	
2,250


	
2,250


	
2,250


	
2,250


	
2,250


	
2,250





	
	
– fifth year after bereavement


	
1,800


	
1,800


	
1,800


	
1,800


	
1,800


	
1,800


	
1,800


	
1,800


	
1,800


	
1,800





	
One-Parent Family (with qualifying dependent children)


	
1,650


	
–


	
–


	
–


	
–


	
–


	
–


	
	
	



	
Single Person Child Carer

(with qualifying dependent children)


	
–


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650





	
Incapacitated Child (max)


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300





	
Dependent Relative (max)


	
70


	
70


	
70


	
70


	
70


	
70


	
70


	
70


	
245


	
245





	
Income Limit


	
13,837


	
13,837


	
13,837


	
14,060


	
14,504


	
14,753


	
14,753


	
15,060


	
15,740


	
16,156 





	
Blind Person


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650





	
Both Spouses/Civil Partners Blind


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300


	
3,300





	
Age Credit


	
	
	
	
	
	
	
	
	
	



	
	
– Single/Widowed/Surviving 
Civil Partner


	
245


	
245


	
245


	
245


	
245


	
245


	
245


	
245


	
245


	
245





	
	
– Married/Civil Partnership


	
490


	
490


	
490


	
490


	
490


	
490


	
490


	
490


	
490


	
490





	
PAYE (max)


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,650


	
1,700





	
Earned Income (max)


	
–


	
–


	
–


	
550


	
950


	
1,150


	
1,350


	
1,650


	
1,650


	
1,700





	
Home Carer (max)


	
810


	
810


	
810


	
1,000


	
1,100


	
1,200


	
1,500


	
1,600


	
1,600


	
1,600





	
Employment of Carer for Incapacitated Person (max)


	
50,000

@ marginal rate


	
50,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate


	
75,000

@ marginal rate








 

CHART 2

Income Tax Rates












	
Tax Year


	
Single/Widowed/Surviving Civil Partner No Children


	
Married Couple/Civil Partnership One Income


	
Married Couple/Civil Partnership Two Incomes


	
Single/Widowed/Surviving Civil Partner with Qualifying Children


	
Rate





	
	
€


	
€


	
€


	
€


	



	
2011 to 2014


	
32,800

Balance


	
41,800

Balance


	
65,600 *

Balance


	
36,800

Balance


	
20%

41%





	
* Note: Transferrable between spouses/civil partners up to a maximum of €41,800 for any one spouse/civil partner.





	
	
€


	
€


	
€


	
€


	



	
2015 + 2016 + 2017


	
33,800

Balance


	
42,800

Balance


	
67,600 *

Balance


	
37,800

Balance


	
20%

40%





	
* Note: Transferrable between spouses/civil partners up to a maximum of €42,800 for any one spouse/civil partner.





	
	
€


	
€


	
€


	
€


	



	
2018


	
34,550

Balance


	
43,550

Balance


	
69,100 *

Balance


	
38,550

Balance


	
20%

40%





	
* Note: Transferrable between spouses/civil partners up to a maximum of €43,550 for any one spouse/civil partner.





	
	
€


	
€


	
€


	
€


	



	
2019 to 2021


	
35,300

Balance


	
44,300

Balance


	
70,600 *

Balance


	
39,300

Balance


	
20%

40%





	
* Note: Transferrable between spouses/civil partners up to a maximum of €44,300 for any one spouse/civil partner





	
	
€


	
€


	
€


	
€


	



	
2022


	
36,800

Balance


	
45,800

Balance


	
73,600 *

Balance


	
40,800

Balance


	
20%

40%





	
* Note: Transferable between spouses/ civil partners up to a maximum of €45,800 for any one spouse/ civil partner








 

CHART 3

Exemption Limits


















	
Single / Widowed or Surviving Civil Partner from 2011


	
2002

€


	
2003

€


	
2004

€


	
2005

€


	
2006

€


	
2007

€


	
2008

€


	
2009

 €


	
2010

€


	
2011

€


	
2012

to

2022

€





	
Under 65 Years


	
5,210


	
5,210


	
5,210


	
5,210


	
5,210


	
5,210


	
 


	
 


	
	
	



	
65 and over


	
13,000


	
15,000


	
15,500


	
16,500


	
17,000


	
19,000


	
20,000


	
20,000


	
20,000


	
18,000


	
18,000





	
 


	
	
	
	
	
	
 


	
 


	
 


	
	
	



	
Married Couple or Civil Partnership from 2011


	
2002

€


	
2003

€


	
2004

€


	
2005

€


	
2006

€


	
2007

€


	
2008

€


	
2009

€


	
2010

€


	
2011

€


	
2012

to

2022

€





	
Under 65 Years


	
10,420


	
10,420


	
10,420


	
10,420


	
10,420


	
10,420


	
 


	
 


	
	
	



	
65 and over


	
26,000


	
30,000


	
31,000


	
33,000


	
34,000


	
38,000


	
40,000


	
40,000


	
40,000


	
36,000


	
36,000







Note: The income limits are increased for each dependent child as follows:


















	
 


	
2002

€


	
2003

€


	
2004

€


	
2005

€


	
2006

€


	
2007

€


	
2008

€


	
2009

 €


	
2010

€


	
2011

€


	
2012

to

2022

€





	
First and Second Child


	
575


	
575


	
575


	
575


	
575


	
575


	
575


	
575


	
575


	
575


	
575





	
Third and Subsequent Child


	
830


	
830


	
830


	
830


	
830


	
830


	
830


	
830


	
830


	
830


	
830
























	
*Marginal Relief rates


	
40%


	
40%


	
40%


	
40%


	
40%


	
40%


	
40%


	
40%


	
40%


	
40%


	
40%







* Marginal relief restricts the amount of tax payable to the amount by which total income exceeds the exemption limit, at the above marginal relief rate and only applies to persons aged 65 years and over.


 

CHART 4

PRSI RATES

1. EMPLOYEE








	
CLASS A1


	
2018 to 2022





	
Rate of PRSI


	
4%







Notes: 2018 to 2022

	Employees are exempt from PRSI on earnings of €352 or less per week.

	For gross earnings between €352.01 and €424, the amount of the PRSI charged at 4% is reduced by a tapered weekly PRSI Credit. 

	The maximum weekly PRSI Credit of €12.00 applies at gross weekly earnings of €352.01.

	For gross weekly earnings over €352.01, the maximum weekly PRSI Credit of €12.00 is reduced by one sixth of weekly earnings in excess of €352.01.

	There is no PRSI credit once gross weekly earnings exceed €424.

2. EMPLOYER









	
EMPLOYEE INCOME


	
2017


	
2018





	
Not exceeding €376 per week


	
8.50%


	
8.60%





	
Exceeding €376 per week


	
10.75%


	
10.85%















	
EMPLOYEE INCOME


	
2019


	
Jan 2020





	
Not exceeding €386 per week


	
8.70%


	
8.80%





	
Exceeding €386 per week


	
10.95%


	
11.05%















	
EMPLOYEE INCOME


	
From Feb 2020


	
2021





	
Not exceeding €395/€398 per week


	
8.80%


	
8.80%





	
Exceeding €395/€398 per week


	
11.05%


	
11.05%














	
EMPLOYEE INCOME


	
2022





	
Not exceeding €410 per week


	
8.80%





	
Exceeding €410 per week


	
11.05%







Note: A reduced rate of 0.5% applied to wages that were eligible for the Employment Wage Subsidy Scheme (EWSS)

3. SELF EMPLOYED











	
 


	
Income


	
Rate


	
Minimum Contribution


	
Exemption Threshold





	
2022


	
ALL


	
4%


	
€500


	
€5,000 p.a





	
2021


	
ALL


	
4%


	
€500


	
€5,000 p.a







Note: Self employed people with an annual income in excess of €5,000 who have been told by an Inspector of Taxes that they need not make a return of income must pay a flat rate PRSI contribution of €310 to the Department of Social Protection.


 

CHART 5

Income Levy

Finance (No. 2) Act 2008 provided for the introduction of an income levy effective from 1 January 2009. Finance Act 2009 amended the provisions relating to the income levy by introducing a revised annual composite rate for 2009. Finance Act 2011 abolished the income levy with effect from 1 January 2011, by combining it with the health contribution into the Universal Social Charge.

The income levy was payable on gross income from all sources before any tax reliefs, capital allowances, losses or pension contributions, as follows:

2009

(i) For payroll purposes the following income levy rates applied:

Applicable to payments made from 1 January 2009 to 30 April 2009 inclusive










	
Income Thresholds





	
Per Year


	
Per Week


	
Per Month


	
Rate of 
Income Levy





	
Up to €100,100


	
Up to €1,925


	
Up to €8,342


	
1%





	
Between €100,101 and €250,120


	
Between €1,925 and €4,810


	
Between €8,342 and €20,844


	
2%





	
In excess of €250,120


	
In excess of €4,810


	
In excess of €20,844


	
3%







Applicable to payments made on or after 1 May 2009










	
Income Thresholds





	
Per Year


	
Per Week


	
Per Month


	
Rate of 
Income Levy





	
Up to €75,036


	
Up to €1,443


	
Up to €6,253


	
2%





	
Between €75,037 and €174,980


	
Between €1,443 and €3,365


	
Between €6,253 and €14,582


	
4%





	
In excess of €174,980


	
In excess of €3,365


	
In excess of €14,582


	
6%







(ii) For self-assessed individuals the 2009 annual rates were as follows:








	
Part of aggregate income


	
Rate of income levy





	
The first €75,036


	
1.67%





	
The next €25,064


	
3%





	
The next €74,880


	
3.33%





	
The next €75,140


	
4.67%





	
The remainder


	
5%







2010

For all taxpayers the 2010 annual rates were as follows: 








	
Income Thresholds


	
Rate





	
Up to €75,036


	
2%





	
Between €75,037 and €174,980


	
4%





	
In excess of €174,980


	
6%








 

CHART 6

Universal Social Charge

The Universal Social Charge (USC) which came into effect on 1 January 2011, is a tax payable on gross income, including notional pay, after any relief for certain trading losses and capital allowances, but before pension contributions. The USC effectively replaced the health contribution and income levy.

All individuals are liable to pay the USC if their gross income exceeds the threshold of €13,000 p.a. (€250 per week) in 2021 and 2022.

The standard rates and income thresholds are as follows:

Tax year 2022











	
Part of Aggregate Income


	
Rate





	
Aged under 70 years


	
Aged 70 years and over





	
No Medical Card


	
With Medical Card


	
No Medical Card


	
With Medical Card





	
The first €12,012


	
0.5%


	
0.5%


	
0.5%


	
0.5%





	
The next €9,283


	
2%


	
2%


	
2%


	
2%





	
The next €48,749


	
4.5%


	
2%/4.5%*


	
2%/4.5%*


	
2%/4.5%*





	
The remainder


	
8%


	
8%


	
8%


	
8%







* 2% if aggregate income is €60,000 or less; 4.5% if aggregate income exceeds €60,000

Tax year 2021











	
Part of Aggregate Income


	
Rate





	
Aged under 70 years


	
Aged 70 years and over





	
No Medical Card


	
With Medical Card


	
No Medical Card


	
With Medical Card





	
The first €12,012


	
0.5%


	
0.5%


	
0.5%


	
0.5%





	
The next €8,675


	
2%


	
2%


	
2%


	
2%





	
The next €49,357


	
4.5%


	
2%/4.5%*


	
2%/4.5%*


	
2%/4.5%*





	
The remainder


	
8%


	
8%


	
8%


	
8%







* 2% if aggregate income is €60,000 or less; 4.5% if aggregate income exceeds €60,000

Relevant Income > €100,000

Rates applying to “relevant income” in excess of €100,000 are as follows:











	
“Relevant Income” in excess of €100,000


	
Rate





	
Aged under 70 years


	
Aged 70 years and over





	
No Medical Card


	
With Medical Card


	
No Medical Card


	
With Medical Card





	
2015–2022


	
11%


	
11%


	
11%


	
11%







Notes:	(i)	“Relevant income” is basically self-employment income and almost all forms of income that are not subject to PAYE.

	(ii)	The above higher rates only apply to relevant income in excess of €100,000


 

CHART 7

Mortgage Interest Relief

(a) Maximum Allowable









	
	
First-Time Buyers 
€


	
Other 

€





	
Single Person





	
2017


	
10,000


	
3,000





	
2018


	
7,500


	
2,250





	
2019


	
5,000


	
1,500





	
2020


	
2,500


	
750





	
2021 onwards


	
0


	
0





	
Married/Civil Partnership/Widowed/Surviving Civil Partner





	
2017


	
20,000


	
6,000





	
2018


	
15,000


	
4,500





	
2019


	
10,000


	
3,000





	
2020


	
5,000


	
1,500





	
2021 onwards


	
0


	
0







(b) Percentage of Interest Allowable (subject to maximum shown in Table (a) above)









	
Year of Mortgage


	
First-Time Buyers


	
Others





	
Years 1 & 2


	
25%


	
15%





	
Years 3, 4 & 5


	
22.50%


	
15%





	
Years 6 & 7


	
20%


	
15%





	
Years 8 +


	
15%


	
15%







* Note: ‘First time buyers’ who bought a house between 1 January 2004 and 31 December 2008 qualified for a 30% rate, but not for the first time buyer thresholds. 

(c) Tax Years 2018 - 2022











	
Tax Year


	
First Time Buyers 
Loans taken out 2004 – 2012


	
Non - First Time Buyers 
Loans taken out 2004 - 2012





	
Married/Civil Partner/Widowed


	
Single


	
Married/Civil Partner/Widowed


	
Single





	
2018


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 75%

Ceiling €15,000


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 75%

Ceiling €7,500


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 75%

Ceiling €4,500


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 75%

Ceiling €2,250





	
2019


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 50%

Ceiling €10,000


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 50%

Ceiling €5,000


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 50%

Ceiling €3,000


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 50%

Ceiling €1,500





	
2020


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 25%

Ceiling €5,000


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 25%

Ceiling €2,500


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 25%

Ceiling €1,500


	
Relief continues at current rates up to tax year 2020

Qualifying interest paid restricted to 25%

Ceiling €750





	
2021 onwards


	
No relief


	
No relief


	
No relief


	
No relief








Notes:

Mortgage interest relief is no longer available for the tax years 2021, et seq.

The position for prior years is as follows.

For individuals who purchased their first qualifying residence on or after 1 January 2004 and on or before 31 December 2008, the rate of tax relief on the interest paid on the loan to purchase that property was 30% for the tax years 2012 to 2020. (The 30% rate may also have applied to a second or subsequent qualifying residence but only where the first qualifying residence was purchased on or after 1 January 2004).

Loans taken out before 1 January 2004 were no longer eligible for mortgage interest relief in 2020. However, top up loans/equity release loans taken out since 1 January 2004 on pre-2004 loans may have been eligible for mortgage interest relief, provided they adhered to the relevant eligibility criteria.

Loans taken out on or after 1 January 2013 did not qualify for mortgage interest relief, except in the following circumstances:

Interest Relief was available for the tax years 2013 to 2020 in respect of interest paid on a loan taken out and used by an individual:


	on or after 1 January 2012 and on or before 31 December 2012 to purchase a site on which his or her home is constructed, or


	on or after 1 January 2012 and on or before 31 December 2013 to construct the said home on that site.




Interest Relief was available for the tax years 2013 to 2020 in respect of interest paid on a loan for which loan approval in writing was in place on or after 1 January 2012 and on or before 31 December 2012, and


	part of the loan was used in 2012 by that individual to repair, develop or improve his or her home, and


	the balance of the loan was used in 2013 by that individual to repair, develop or improve his or her home.




Relief was not granted in respect of interest paid on any of the above loans unless the required Planning Permission was granted on or before 31 December 2012 and such Permission had not ceased to exist.


 

CHART 8

Specified Amounts for the Restriction of Capital Allowances and Leasing Charges for Passenger Motor Vehicles








	
Chargeable Periods Ending


	
Specified Amount





	
	
€





	
Between 1/1/2002 – 31/12/2005 inclusive


	
22,000





	
Between 1/1/2006 – 31/12/2006 inclusive


	
23,000





	
On or after 1/1/2007


	
24,000





	





Note: 

See Taxation Summary, Finance Act 2018 for leasing charges and capital allowances, by reference to the carbon emission levels of cars.


 

CHART 9

Civil Service Motor Travel Rates

(For individuals who are obliged to use their cars in the normal course of their duties). RATES PER KILOMETRE (1 mile = 1.609 kilometres)










	
MOTOR CARS





	
Effective from 1 July 2007 to 30 June 2008





	
Official Motor Travel in a 
Calendar Year


	
Engine Capacity





	
Up to 1,200cc


	
1,201cc to 1,500cc


	
1,501cc and over





	
Up to 6,437km


	
52.16 cent


	
61.66 cent


	
78.32 cent





	
6,438km and over


	
27.08 cent


	
30.96 cent


	
36.65 cent





	
Effective from 1 July 2008 to 4 March 2009





	
	
Engine Capacity





	
Up to 1,200cc


	
1,201cc to 1,500cc


	
1,501cc and over





	
Up to 6,437km


	
52.16 cent


	
61.67 cent


	
78.76 cent





	
6,438km and over


	
28.29 cent


	
31.49 cent


	
37.94 cent





	
Effective from 5 March 2009 to 31 March 2017





	
	
Engine Capacity





	
Up to 1,200cc


	
1,201cc to 1,500cc


	
1,501cc and over





	
Up to 6,437km


	
39.12 cent


	
46.25 cent


	
59.07 cent





	
6,438km and over


	
21.22 cent


	
23.62 cent


	
28.46 cent





	
Effective from 1 April 2017





	
0 – 1,500 km


	
37.95 cent


	
39.86 cent


	
44.79 cent





	
1,501 – 5,500 km


	
70.00 cent


	
73.21 cent


	
83.53 cent





	
5,501 – 25,000 km


	
27.55 cent


	
29.03 cent


	
32.21 cent





	
25,001 km and over


	
21.36 cent


	
22.23 cent


	
25.85 cent


















	
MOTORCYCLES





	
Effective from 1 July 2007 to 30 June 2008





	
Official Motor Travel in a Calendar Year


	
Engine Capacity





	
150cc or less


	
151cc to 250cc


	
251cc to 600cc


	
601cc and over





	
Up to 6,437km


	
18.92 cent


	
26.35 cent


	
31.13 cent


	
37.96 cent





	
6,438km and over


	
11.89 cent


	
16.94 cent


	
19.48 cent


	
22.59 cent





	
Effective from 1 July 2008 to 4 March 2009





	
Official Motor Travel in a Calendar Year


	
Engine Capacity





	
150cc or less


	
151cc to 250cc


	
251cc to 600cc


	
601cc and over





	
Up to 6,437km


	
19.30 cent


	
26.80 cent


	
31.62 cent


	
38.12 cent





	
6,438km and over


	
12.49 cent


	
17.75 cent


	
20.93 cent


	
23.46 cent





	
Effective from 5 March 2009





	
Official Motor Travel in a Calendar Year


	
Engine Capacity





	
150cc or less


	
151cc to 250cc


	
251cc to 600cc


	
601cc and over





	
Up to 6,437km


	
14.48 cent


	
20.10 cent


	
23.72 cent


	
28.59 cent





	
6,438km and over


	
9.37 cent


	
13.31 cent


	
15.29 cent


	
17.60 cent







Reduced Motor Travel Rates

(For individuals who are not obliged to travel in the normal course of their duties but who occasionally use their car for business purposes).









	
Effective from 1 January 2003 to 30 June 2008





	
Engine Capacity up to 1200cc [cent]


	
Engine Capacity 1201cc to 1500cc [cent]


	
Engine Capacity 1501cc and over [cent]





	
19.52


	
21.88


	
23.87





	
Effective from 1 July 2008 to 31 March 2017





	
19.52


	
22.18


	
25.99





	
Effective from 1 April 2017





	
16.59


	
17.63


	
18.97














	
BICYCLES





	
Effective from 1 February 2007


	
8 cent








 

CHART 10

Civil Service Subsistence Rates

(a) Domestic Subsistence Rates

• Effective from 1 July 2015 to 31 March 2017











	
Overnight Allowance


	
Day Allowance





	
Normal Rate


	
Reduced Rate


	
Detention Rate


	
10 Hours or more


	
5 Hours but less than 10 Hours





	
€125.00


	
€112.50


	
€62.50


	
€33.61


	
€14.01







• Effective from 1 April 2017











	
€133.73


	
€120.36


	
€66.87


	
€33.61


	
€14.01







• Effective from 1 October 2018











	
€147.00


	
€132.30


	
€73.50


	
€33.61


	
€14.01







• Effective from 1 July 2019











	
€147.00


	
€132.30


	
€73.50


	
€36.97


	
€15.41







• Effective from 1 December 2021











	
€147.00


	
€132.30


	
€73.50


	
€39.08


	
€16.29







Normal Rate - up to 14 nights

Reduced Rate - next 14 nights

Detention Rate - next 28 nights

Special Rules apply to absences over 56 nights

With effect from 1 July 2015 the Civil Service distance requirements provide that:

(a) an overnight allowance which covers a period of up to 24 hours from the time of departure, as well as any further period not exceeding 5 hours, will only be payable free of tax in respect of an absence which is necessarily spent overnight at least 100km away from the employee’s home and normal place of work and

(b) a day allowance, which applies to a continuous absence of 5 hours or more, will only be payable free of tax where the absence is not at a place within 8 km of the employee’s home or normal place of work.

Vouched Accommodation (“VA”) Domestic Subsistence Rates (for use in Dublin only)

• Effective from 1 December 2021










	
Vouched Accommodation (“VA“) Rate


	
Accommodation


	
	
Meals





	
VA Rate


	
Vouched cost of accommodation up to €147.00 


	
Plus


	
€39.08















	
Site-based Employees


	
More than 4 Days

Rate per Week


	
4 days or Less

Rate per Day





	
“Country Money”


	
€181.68 


	
€36.34







Site-based employees have no fixed base. Travel and subsistence not exceeding the approved rate may be paid except where any of the below apply:

• The employee does not have to incur own travel costs to and from the site e.g. where transport is provided

• The employee is provided with board and lodgings

• The employee was recruited to work at the site only

To qualify, the employee must be working at a site at least 32 km from the employee’s base (or in construction and electrical contracting sectors, from Dublin’s GPO if the employee is Dublin based)








	
Eating-on-site Allowance


	
€5 per day







In some sectors “eating-on-site” allowance is permissible if

• The employer does not provide facilities for making tea, coffee or other refreshments

• The employee does not receive any other form of tax-free subsistence payment

• The employee works on site for at least 1.5 hours either side of their normal lunch break

• The allowance doesn’t exceed the above maximum








	
Remote working allowance


	
€3.20 per day







This allowance is intended to cover the additional costs of working from home, such as electricity and heat.

(b) Foreign Subsistence Rates

Details of quantum of Civil Service subsistence rates for certain 
foreign countries are available online at www.revenue.ie.


 

CHART 11

(a) Interest on Overdue Tax

In the case of income tax, corporation tax, capital gains tax, gift tax and inheritance tax remaining unpaid on or after 1 April 2005, the basis for the calculation of interest is by reference to a daily rate for all periods of delay, whether before or after 1 April 2005, instead of a monthly basis for periods up to 31 August 2002 and a daily basis thereafter. In the case of stamp duties, due to the variation in the rates which applied for various purposes in the past, the new rate will only apply for periods of delay arising on or after 1 April 2005. The duty rates applying in the case of income tax, corporation tax capital gains tax and capital acquisitions tax are as follows:









	
Period


	
Percentage





	
From


	
To





	
6 April 1963


	
31 July 1971


	
0.0164%





	
1 August 1971


	
30 April 1975


	
0.0246%





	
1 May 1975


	
31 July 1978


	
0.0492%





	
1 August 1978


	
31 March 1998


	
0.0410%





	
1 April 1998


	
31 March 2005


	
0.0322%





	
1 April 2005


	
30 June 2009


	
0.0273%





	
1 July 2009 


	
date of payment


	
0.0219%







The reduced rates from 1 April 2005 to 30 June 2009 and the measures outlined above do not apply to indirect taxes, such as excise duties and VAT, and taxes such as PAYE, relevant contracts tax, professional fees withholding tax, DIRT and other withholding and exit taxes which are collected by employers and others on a fiduciary basis. The rates applicable from 1 April 2005 are as follows:









	
Period


	
Percentage





	
From


	
To





	
1 April 2005


	
30 June 2009


	
0.0322%





	
1 July 2009


	
date of payment


	
0.0274%







(b) Interest on Tax Overpaid









	
Period


	
Rates of Interest





	
From


	
To





	
6 April 1976


	
5 July 1978


	
1.50%





	
6 July 1978


	
26 May 1986


	
1.25%





	
27 May 1986


	
31 July 1990


	
1.00%





	
1 August 1990


	
31 March 1998


	
0.60%





	
1 April 1998


	
31 August 2002


	
0.50%





	
1 September 2002


	
31 October 2003*


	
0.0161%





	
1 November 2003*


	
	
0.011%







* See Taxation Summary, Finance Act 2018 for details in relation to the period for which interest will be paid.


 

CHART 12

Average Rates of Exchange IR£/£Stg.










	
Year ended


	
Rate


	
Year ended


	
Rate





	
5.4.1980


	
.94995


	
5.4.1991


	
.9318





	
5.4.1981


	
.84582


	
5.4.1992


	
.9288





	
5.4.1982


	
.81138


	
5.4.1993


	
1.0095





	
5.4.1983


	
.83307


	
5.4.1994


	
.9737





	
5.4.1984


	
.80780


	
5.4.1995


	
.9981





	
5.4.1985


	
.84080


	
5.4.1996


	
1.033





	
5.4.1986


	
.8441


	
5.4.1997


	
1.023





	
5.4.1987


	
.9374


	
5.4.1998


	
.9016





	
5.4.1988


	
.9055


	
5.4.1999


	
.8695





	
5.4.1989


	
.8527


	
5.4.2000


	
.8128





	
5.4.1990


	
.9101


	
5.4.2001


	
.7801





	
 


	
P/E 31.12.2001


	
.785







Divide £Stg by these factors to obtain IR£ equivalent

Average Rates of Exchange versus Irish Pound










	
 


	
1999/00


	
2000/01


	
2001





	
US dollar


	
1.3093


	
1.1511


	
1.1252





	
Sterling


	
0.8128


	
0.7801


	
0.7850





	
Danish krone


	
9.4444


	
9.4706


	
9.4571





	
Japanese yen


	
145.73


	
127.638


	
137.75





	
Swiss franc


	
2.0342


	
1.9534


	
1.9087





	
Swedish krona


	
11.0248


	
10.9017


	
11.8583





	
Norwegian krone


	
10.3975


	
10.3306


	
10.1508





	
Canadian dollar


	
1.9262


	
1.7327


	
1.7481





	
Australian dollar


	
2.0323


	
2.0790


	
2.1916







Average Rates of Exchange versus Euro*

















	
	
2012


	
2013


	
2014


	
2015


	
2016


	
2017


	
2018


	
2019


	
2020


	
2021





	
US dollar


	
1.2848


	
1.3281


	
1.3285


	
1.1095


	
1.1069


	
1.1297


	
1.1810


	
1.1195


	
1.1422


	
1.1827





	
Sterling


	
0.81087


	
0.84926


	
0.80612


	
0.72585


	
0.81948


	
0.87667


	
0.88471


	
0.87777


	
0.88970


	
0.8596





	
Danish krone


	
7.4437


	
7.4579


	
7.4548


	
7.4587


	
7.4452


	
7.4386


	
7.4532


	
7.4661


	
7.4542


	
7.4370





	
Japanese yen


	
102.49


	
129.66


	
140.31


	
134.31


	
120.20


	
126.71


	
130.40


	
122.01


	
121.85


	
129.88





	
Swiss franc


	
1.2053


	
1.2311


	
1.2146


	
1.0679


	
1.0902


	
1.1117


	
1.1550


	
1.1124


	
1.0705


	
1.0811





	
Swedish krona


	
8.7041


	
8.6515


	
9.0985


	
9.3535


	
9.4689


	
9.6351


	
10.2583


	
10.5891


	
10.4848


	
10.1465





	
Norwegian krone


	
7.4751


	
7.8067


	
8.3544


	
8.9496


	
9.2906


	
9.3270


	
9.5975


	
9.8511


	
10.7228


	
10.1633





	
Canadian dollar


	
1.2842


	
1.3684


	
1.4661


	
1.4186


	
1.4659


	
1.4647


	
1.5294


	
1.4855


	
1.5300


	
1.4826





	
Australian dollar


	
1.2407


	
1.3777


	
1.4719


	
1.4777


	
1.4883


	
1.4732


	
1.5797


	
1.6109


	
1.6549


	
1.5749







* €1 = IR£0.787564 - Changeover date 1/1/2002


 

CHART 13

Specified Amounts (Preliminary Income Tax)









	
Year of Assessment


	
Paying Direct


	
Paying by Direct Debit





	
2004 et seq.


	
90% or 100% of p.y.


	
105% of p.p.y.





	
2003


	
90% or 100% of p.y.


	
142% of p.p.y.





	
2002


	
90% or 135% of p.y.


	
105% of p.p.y.





	
2001


	
90% or 74% of p.y.


	
78% of p.p.y.





	
1990/01 – 2000/01


	
90% or 100% of p.y.


	
105% of p.p.y.








 

CHART 14

Preferential Loans (Specified Interest Rates)















	
Tax Year


	
2006


	
2007


	
2008


	
2009


	
2010


	
2011


	
2012


	
2013–2022





	
Residential

Home Loan


	
3.5%


	
4.5%


	
5.5%


	
5%


	
5%


	
5%


	
5%


	
4%





	
Other Loan


	
11%


	
12%


	
13%


	
12.5%


	
12.5%


	
12.5%


	
12.5%


	
13.5%








 

CHART 15

Retention Tax on Payments for Professional Services

The persons who are required to deduct tax from payments for professional services are as follows and include, where any person is a body corporate, any subsidiary resident in the State are listed in Schedule 13 TCA97 as follows:

A Minister of the Government

A local authority within the meaning of the Local Government Act, 2001 (as amended by the Local Government Reform Act 2014)

A body established under the Local Government Services (Corporate Bodies) Act, 1971

Primary Care Reimbursement Service

The Attorney General

The Comptroller and Auditor-General

The Director of Public Prosecutions

The Commissioner of Valuation

The Chief Boundary Surveyor

The Director of Ordnance Survey

The Revenue Commissioners

The Public Appointments Service

The Commissioners of Public Works in Ireland

The Clerk of Dáil Éireann

The Legal Aid Board

An education and training board

Teagasc

A harbour authority

Údarás na Gaeltacha

The Industrial Development Agency (Ireland)

The National Tourism Development Authority

An institution of higher education within the meaning of the Higher Education Authority Act, 1971

A voluntary public or joint board hospital to which grants are paid by the Minister for Health in the year 1988/89 or any subsequent year of assessment

An authorised insurer within the meaning of Section 470 of the Taxes Consolidation Act, 1997

An Bord Pleanála

DAA public limited company

Blood Transfusion Service Board

An Bord Bia


Rásaíocht Con Éireann

Ervia

Bord Iascaigh Mhara

Bord na Móna plc

Coillte Teoranta

Córas Iompair Éireann

Electricity Supply Board

Housing Finance Agency public limited company

Irish National Petroleum Corporation Limited

Irish National Stud Company Limited

National Building Agency Limited

National Concert Hall

The Marine Institute

An Post

Radio Telefís Éireann

Royal Hospital Kilmainham Company

The Environmental Protection Agency

The Irish Aviation Authority

The National Roads Authority

Temple Bar Properties Limited

Fís Éireann - Screen Ireland

Pobal

The Commissioners of Irish Lights

The Heritage Council

The Higher Education Authority

Horse Racing Ireland

The Labour Relations Commission

The Pensions Authority

The Commission for Communications Regulation

The Law Reform Commission

National Standards Authority of Ireland

Enterprise Ireland

A Referendum Commission established by Order made under Section 2(1) of the Referendum Act 1998

Office of the Ombudsman

The Standards in Public Office Commission

The Office of the Information Commissioner

Western Development Commission

Commission for Regulation of Utilities


Údarás Uchtála na hÉireann

National Disability Authority

Aquaculture Licences Appeals Board

Office of the President

Director of the Equality Tribunal

Chief State Solicitor

Central Statistics Office

Commission to Inquire into Child Abuse

Digital Hub Development Agency

Citizens Information Board

The Dublin Institute for Advanced Studies

Pre-Hospital Emergency Care Council

Sustainable Energy Ireland - The Sustainable Energy Authority of Ireland

The Health Insurance Authority

Commission for Aviation Regulation

Mater and Children’s Hospital Development Ltd

The Marine Casualty Investigation Board

National Treasury Management Agency as regards the performance of functions by it conferred on, or delegated to, it by or under Part 2 of the National Treasury Management Agency (Amendment) Act 2000 (State Claims Agency)

The Personal Injuries Assessment Board

The National Council for Curriculum and Assessment

The State Examinations Commission

National Treatment Purchase Fund Board

The Mental Health Commission

Health Products Regulatory Authority

Oifig Choimisinéir na dTeangacha Oifigiúla

The Health Service Executive

Commission for Public Service Appointments

National Council for Special Education

National Library of Ireland

An Education Support Centre established under Section 37 of the Education Act 1998

The Road Safety Authority

Grangegorman Development Agency

The Commission for Railway Regulation

The Teaching Council

EirGrid

The Irish Auditing and Accounting Supervisory Authority

The Health Information and Quality Authority


Telifís na Gaeilge

Food Safety Authority of Ireland

Sea-Fisheries Protection Authority

National Economic and Social Development Office

The National Asset Management Agency or a company to which Section 616(1)(g) Taxes Consolidation Act, 1997, relates

National Transport Authority

The Medical Council

Irish Bank Resolution Corporation Limited

Central Bank of Ireland

Office of the Financial Services and Pensions Ombudsman

Broadcasting Authority of Ireland

Inland Fisheries Ireland

Credit Review Office

Health & Safety Authority

Irish Takeover Panel

The Pharmaceutical Society of Ireland

Ombudsman for Children

Health and Social Care Professional Council

Qualifications and Quality Assurance Authority of Ireland

Nursing and Midwifery Board of Ireland

Garda Síochána Ombudsman Commission

Credit Union Restructuring Board

Child and Family Agency

An tSeirbhis Oideachais Leanunaigh agus Scileanna (SOLAS)

A regional assembly established by an order made under section 43(1) of the Local Government Act 1991

Irish Human Rights and Equality Commission

Competition and Consumer Protection Commission

Regulator of the National Lottery

Shannon Group plc

Charities Regulatory Authority

Policing Authority

Educational Research Centre

Sport Ireland

A company to which Section 7 of the Harbours Act 1996 applies

Data Protection Commission


 

CHART 16

Tax and Interest as Preferential Debt

(In winding-up of insolvent companies and on appointment, under floating charge, of a receiver)









	
Type of tax


	
Preferential Debt


	
Legislation





	
Income Tax


	
Tax for any twelve month period ending on or before “the relevant date” and all interest thereon


	
Sections 440 and 621 Companies Act 2014





	
Corporation Tax


	
Do


	
s960O(2) TCA97





	
Capital Gains Tax


	
Do


	
s960O(2) TCA97





	
VAT


	
Tax for taxable periods ending in the last twelve months before “the relevant date”


	
s960O(3) TCA97





	
Interest on VAT


	
All


	
Do





	
PAYE & PRSI


	
Tax for the last twelve months ending before the “relevant date”


	
Sections 440 and 621 Companies Act 2014





	
Interest on PAYE & PRSI


	
Do


	
Do





	
Deductions on Construction Contracts


	
Do


	
s960O(4) TCA97





	
Local Property Tax (deductions)


	
Any LPT that the company deducted from employees which it is liable to remit in the twelve months ending before the “relevant date”


	
Sections 440 and 621 Companies Act 2014





	
Local Property Tax (own liability)


	
Tax payable at the “relevant date” in respect of any one liability date falling before “the relevant date”


	
Do





	
Interest on LPT


	
Do


	
Do







NOTES:

(a)	“the relevant date” means

(i)	where the company is ordered to be wound up compulsorily, the date of the appointment (or first appointment) of a provisional liquidator or, if no such appointment was made, the date of the winding-up order, unless in either case the company had commenced to be wound up voluntarily before that date; and

(ii)	Where sub-paragraph (i) does not apply, the date of the passing of the resolution for the winding-up of the company.

(b)	No preferential debt exists as to (a) Capital Acquisitions Tax, (b) Wealth Tax and (c) interest on these taxes.

(c)	Where a person holds a fixed charge on the book debts of a company and the company fails to pay PAYE and VAT, the holder of the fixed charge will, on notification from the Revenue Commissioners, become liable to pay the PAYE and VAT.

The amount payable is subject to an overall limit of the amount collected under the fixed charge after the date of notification from the Revenue Commissioners.

(d)	PAYE and PRSI includes:

(i)	amounts deducted for the income tax month in which the “relevant date” occurs.

(ii)	amounts which, apart from the provisions of Regulation 29 of the Income Tax (Employments) (Consolidated) Regulations 2001, would otherwise have been due to be remitted at the “relevant date”.


 

CHART 17

Income Tax Time Limits

(References are to Taxes Consolidation Act 1997 unless otherwise stated)










	
Section


	
Topic


	
Claim etc.


	
Claim to be made within





	
s959V


	
Amendment of returns (self correction)


	
All


	
Four years of end of year of assessment





	
s787


	
Retirement annuity premiums


	
Against income of previous year


	
31 October of following year





	
s298


	
Capital allowances on plant and machinery


	
Lessor


	
Two years of end of year of assessment





	
s305


	
Excess of capital allowances over income from leasing plant or industrial buildings


	
Set-off of excess against other income of the year of assessment


	
Two years of end of year of assessment





	
s381


	
Trading/professionallosses


	
Set-off against other income of year of assessment


	
Two years of end of year of assessment





	
s865


	
Irish repayment claims


	
All


	
Four years of end of year of assessment





	
s195


	
Artists, writers etc.


	
Exemption from income tax


	
Year of assessment





	
s1023


	
Husbands and wives


	
Separate assessment


	
1 April in year of assessment (continues until withdrawn)





	
s1016


	
Husbands and wives


	
Single assessment


	
Year of assessment (continues until withdrawn)





	
s66


	
Trading etc. profits


	
Second and third year adjustment


	
On submission of third year return








 

CHART 18

Rates of Corporation Tax - General











	
ACCOUNTINGPERIOD


	
STANDARD RATE


	
HIGHER* RATE


	
LOWER** RATE





	
1/4/1991 to31/3/1995


	
40%


	
n/a


	
n/a





	
1/4/1995 to 31/3/1997


	
38%(First £50,000 @ 30%)


	
n/a


	
n/a





	
1/4/1997 to 31/12/1997


	
36%(First £50,000 @ 28%)


	
n/a


	
n/a





	
Y/E 31/12/1998


	
32%(First £50,000 @ 25%)


	
n/a


	
n/a





	
Y/E 31/12/1999


	
28%(First £100,000 @ 25%)


	
n/a


	
n/a





	
Y/E 31/12/2000


	
24%


	
25%


	
12.5%





	
Y/E 31/12/2001


	
20%


	
25%


	
12.5%





	
Y/E 31/12/2002


	
16%


	
25%


	
12.5%





	
Y/E 31/12/2003 & onwards


	
12.5%


	
25%


	
n/a







Note:

*Higher rate applies to Case III, Case IV, Case V and Income from mining and petroleum activities and dealing in non-residential land.

**Lower rate applied to trading profits less than £50,000 for the year 2000. Marginal relief applied where trading profits were between £50,000 and £75,000 for the year 2000.

Lower rate applied to trading profits less than £200,000/€254,000 from 1 January 2001. Marginal relief applied where trading profits were between £200,000/€254,000 and £250,000/€317,500.

A special rate of 20% applied to profits arising from dealing in or developing residential land.

See Taxation Summary, Finance Act 2018.



 

CHART 19

Rates of Corporation Tax - Property Dealing & Development












	
Year


	
Non- Residential Land


	
Residential Land


	
Developed Residential


	
Developed Non- Residential


	
Construction Services





	
2000


	
25%


	
20%


	
20%*


	
24%


	
24%*





	
2001


	
25%


	
20%


	
20%


	
20%


	
20%





	
2002


	
25%


	
20%


	
16%


	
16%


	
16%





	
2003 to 2008


	
25%


	
20%


	
12 ½%


	
12 ½%


	
12 ½%





	
2009


	
25%


	
25%


	
12 ½%


	
12 ½%


	
12 ½%







* For the year 2000, in the case of the sale of a completed residential unit, an apportionment was required on a ‘just and reasonable basis’ to establish the percentage of profit attributable to the sale of serviced land (to include all works on the land prior to laying of foundations) which was taxable at the 20% rate, and to establish the percentage attributable to construction work which was taxable at the 24% rate.

See Taxation Summary, Finance Act 2018 with regard to the three year exemption applying to new companies.


 

CHART 20

Corporation Tax - Preliminary Tax











	
The payment date for preliminary corporation tax was brought forward from six months after the end of the accounting period to the 21st of the month before the end of the accounting period, over a transitional period of five years. During the transitional period the preliminary tax may be paid in two instalments, ensuring that the total of the two instalments is at least 90% of the final liability for the period in question.

A summary of the minimum first instalments that were payable is as follows:





	
 


	
Standard Company


	
“Small” Company* Option





	
A/C Period Ending In


	
Minimum % of Final Liability


	
Minimum % of Prior Period Liability





	
2002


	
18%


	
20%





	
2003


	
36%


	
40%





	
2004


	
54%


	
60%





	
2005


	
72%


	
80%





	
2006 et seq.


	
90%


	
100%





	
*A company is regarded as a “small” company if its corresponding corporation tax liability for the preceding chargeable period does not exceed:

(i)	€50,000 in respect of preliminary tax payable on or before 6 December 2006.

(ii)	€150,000 in respect of preliminary tax payable between 7 December 2006 and 5 December 2007.

(iii)	€200,000 in respect of preliminary tax payable on or after 6 December 2007.

New companies that do not expect their corporation tax liability for the first year to exceed the following limits are not obliged to pay preliminary tax in that first year:

(i)	€150,000 in respect of accounting periods in respect of which preliminary tax is payable between 7 December 2006 and 5 December 2007.

(ii)	€200,000 in respect of accounting periods in respect of which preliminary tax is payable on or after 6 December 2007.

Large Companies

In the case of “large companies” (i.e. companies with a tax liability of more than €200,000 in their previous accounting period), for accounting periods commencing on or after 14 October 2008, preliminary corporation tax is payable in two instalments as follows:

1st instalment – in the sixth month of the accounting period but not later than the 21st of the relevant month and the amount payable is the lower of:

	– 50% of the corporation tax liability in the preceding accounting period or

	– 45% of the corporation tax liability in the current accounting period.

2nd instalment – in the eleventh month of the accounting period but not later than the 21st of the relevant month and the amount payable must bring the total preliminary tax paid up to 90% of the corporation tax liability for the current accounting period.

References to the 21st of the month should be construed as the 23rd of the month where payment is made by electronic means required by Revenue.








 

CHART 21

Corporation Tax Payment Dates and Form CT1 Filing Dates










	
AccountingPeriods Ended


	
1st Instalment


	
2nd Instalment


	
Balance of Tax (if any) and CT1 Filing Date





	
1 January 2002 – 31 July 2002


	
28 June 2002


	
On a date 6 months after the accounting period ends but not later than 28th day of the month in which that day falls


	
On a date 1 month from the notice of assessment. (Form CT1 is due on a date 9 months after the end of the accounting period)





	
1 August 2002 – 31 December 2002


	
On a date 31 days before the end of the accounting period but not later than 28th day of the month in which that day falls


	
On a date 6 months after the accounting period ends but not later than 28th day of the month in which that day falls


	
On a date 1 month from the notice of assessment. (Form CT1 is due on a date 9 months after the end of the accounting period)





	
1 January 2003 – 1 July 2003


	
On a date 31 days before the end of the accounting period but not later than 28th day of the month in which that day falls


	
On a date 6 months after the accounting period ends but not later than 28th day of the month in which that day falls


	
Together with the Form CT1 on a date 9 months after an accounting period ends but no later than 21st day of that month





	
2 July 2003 – 31 December 2005


	
On a date 31 days before the end of the accounting period but not later than 21st day of the month in which that day falls


	
On a date 6 months after the accounting period ends but not later than 21st day of the month in which that day falls


	
As above





	
1 January 2006 onwards


	
As above


	
No second instalment (Except for “large companies”, see Chart 19)


	
As above








Notes

Special rules apply for accounting periods of less than one month and one day. In this situation the payment of the first instalment is due on the last day of the accounting period but not later than 28th day of the month or 21st day of the month as appropriate.

The rules above relate to the payment of corporation tax including corporation tax on chargeable gains. If capital gains tax is due as in the case of development land the payment dates for capital gains tax apply.

Electronic pay and filers: for the 21st day of the month, substitute 23rd day of the month

Revenue administrative practice allows for the filing of financial statements in iXBRL format within 3 months of the due date for filing the Form CT1.


 

CHART 22

Manufacturing Relief and Investment in Corporate Trades (Section 443 TCA97)









	
Type of Company


	
10%


	
RICT





	
Manufacturing


	
Yes


	
Yes





	
Manufacturing Services


	
Yes


	
Yes





	
90% Related Sales Company


	
Yes


	
No





	
“New” Shannon Company


	
Yes


	
Yes





	
Fish, Engineering


	
Yes


	
Yes





	
Services, Ship Building


	
Yes


	
Yes





	
Data Processing and Computer Software Development Services


	
Yes


	
Yes





	
Services qualifying for IDA Employment Grants


	
No


	
Yes





	
Designated Funds


	
No


	
Yes





	
R & D Company


	
Yes


	
No





	
Financial Services in Custom House Dock Area


	
Yes


	
No





	
Shipping Activities


	
Yes


	
Yes





	
Tourist Activities


	
No


	
Yes





	
Export Sales of Trading Houses


	
Yes


	
Yes





	
Plant Cultivation by “Micro Propagation and Plant Cloning”


	
Yes


	
Yes





	
Factory Ships


	
Yes


	
No





	
Services Re Data Processing


	
Yes


	
Yes





	
Construction and Leasing of Advance Factories


	
No


	
Yes





	
Internationally Traded Services


	
No


	
Yes





	
Film Production for Cinema or TV


	
Yes


	
No





	
Meat Processing in EC-approved Factory


	
Yes


	
Yes





	
Fish Processing


	
Yes


	
Yes





	
Remanufacture or Repair of computer equipment or sub-assemblies


	
Yes


	
Yes





	
Repair or maintenance of Aircraft, Aircraft Engines or Components


	
Yes


	
Yes





	
Service Activities to Ships and OffShore Platforms etc.


	
Yes


	
No





	
Certain Agricultural or Fishery Society Activities


	
Yes


	
No





	
Newspaper Advertising


	
Yes


	
No





	
Recycling Activities


	
No


	
Yes







Note: 

With effect from 1 January 2003, the requirement that a company engaged in manufacturing must be entitled to claim manufacturing relief in order to qualify for the purposes of the BES no longer applies.


 

CHART 23

Corporation Tax Time Limits

(References are to Taxes Consolidation Act 1997 unless otherwise stated)










	
Section


	
Topic


	
Claim etc.


	
Claim to be made within





	
s307


	
Plant and Machinery Industrial Buildings


	
Disclaimer of Initial Allowances


	
Two years of the end of the accounting period for which the claim arises





	
s308


	
Excess Case V Capital Allowances


	
Against other profits of same accounting period or preceding accounting period


	
Two years of the end of the accounting period in which the excess arises





	
s396/s396A


	
Trading losses


	
Against other profits/relevant trading income of same accounting period or preceding accounting period


	
Two years of the end of the accounting period in which the loss is incurred





	
s396B


	
Trading losses


	
Against relevant corporation tax (value basis)


	
Two years of the end of the accounting period in which the loss is incurred





	
s399


	
Case V losses


	
Against other Case V income of preceding accounting period


	
Two years of the end of the 

accounting period in which the loss is incurred





	
s429


	
Group Relief and Consortium Relief


	
For surrender of trading losses and other amounts eligible for relief


	
Two years from the end of the accounting period of the surrendering company





	
s882


	
New Companies


	
Advise Inspector of commencement etc.


	
Within thirty days of commencement or material change in information previously delivered





	
s883


	
Liability to Corporation Tax


	
Notification to Inspector


	
Twelve months from end of accounting period





	
s766/s766A


	
R&D Credit


	
All claims


	
Twelve months from end of accounting period in which the R&D expenditure was incurred





	
s291A


	
Capital allowances Intangible assets


	
All claims


	
Twelve months from end of accounting period in which capital expenditure giving rise to the claim is incurred





	
s769I


	
Knowledge development box


	
All claims (subject to s769P for patents pending)


	
Twenty four months from end of accounting period to which the claim refers








 

CHART 24

Indexation Factors for Capital Gains Tax

























	
Tax Year Expenditure Incurred


	
Indexation Factor for disposals in Tax Year





	
1987/88


	
1988/89


	
1989/90


	
1990/91


	
1991/92


	
1992/93


	
1993/94


	
1994/95


	
1995/96


	
1996/97


	
1997/98


	
1998/99


	
1999/00


	
2000/01


	
2001


	
2002


	
2003


	
2004 et seq.





	
1974/75


	
4.756


	
4.848


	
5.009


	
5.221


	
5.355


	
5.552


	
5.656


	
5.754


	
5.899


	
6.017


	
6.112


	
6.215


	
6.313


	
6.582


	
6.930


	
7.180


	
7.528


	
7.528





	
1975/76


	
3.842


	
3.916


	
4.046


	
4.217


	
4.326


	
4.484


	
4.568


	
4.647


	
4.764


	
4.860


	
4.936


	
5.020


	
5.099


	
5.316


	
5.597


	
5.799


	
6.080


	
6.080





	
1976/77


	
3.309


	
3.373


	
3.485


	
3.633


	
3.726


	
3.863


	
3.935


	
4.003


	
4.104


	
4.187


	
4.253


	
4.325


	
4.393


	
4.580


	
4.822


	
4.996


	
5.238


	
5.238





	
1977/78


	
2.837


	
2.892


	
2.988


	
3.114


	
3.194


	
3.312


	
3.373


	
3.432


	
3.518


	
3.589


	
3.646


	
3.707


	
3.766


	
3.926


	
4.133


	
4.283


	
4.490


	
4.490





	
1978/79


	
2.621


	
2.672


	
2.760


	
2.877


	
2.951


	
3.059


	
3.117


	
3.171


	
3.250


	
3.316


	
3.368


	
3.425


	
3.479


	
3.627


	
3.819


	
3.956


	
4.148


	
4.148





	
1979/80


	
2.365


	
2.410


	
2.490


	
2.596


	
2.663


	
2.760


	
2.812


	
2.861


	
2.933


	
2.992


	
3.039


	
3.090


	
3.139


	
3.272


	
3.445


	
3.570


	
3.742


	
3.742





	
1980/81


	
2.047


	
2.087


	
2.156


	
2.247


	
2.305


	
2.390


	
2.434


	
2.477


	
2.539


	
2.590


	
2.631


	
2.675


	
2.718


	
2.833


	
2.983


	
3.091


	
3.240


	
3.240





	
1981/82


	
1.692


	
1.725


	
1.782


	
1.857


	
1.905


	
1.975


	
2.012


	
2.047


	
2.099


	
2.141


	
2.174


	
2.211


	
2.246


	
2.342


	
2.465


	
2.554


	
2.678


	
2.678





	
1982/83


	
1.424


	
1.451


	
1.499


	
1.563


	
1.603


	
1.662


	
1.693


	
1.722


	
1.765


	
1.801


	
1.829


	
1.860


	
1.890


	
1.970


	
2.074


	
2.149


	
2.253


	
2.253





	
1983/84


	
1.266


	
1.290


	
1.333


	
1.390


	
1.425


	
1.478


	
1.505


	
1.531


	
1.570


	
1.601


	
1.627


	
1.654


	
1.680


	
1.752


	
1.844


	
1.911


	
2.003


	
2.003





	
1984/85


	
1.149


	
1.171


	
1.210


	
1.261


	
1.294


	
1.341


	
1.366


	
1.390


	
1.425


	
1.454


	
1.477


	
1.502


	
1.525


	
1.590


	
1.674


	
1.735


	
1.819


	
1.819





	
1985/86


	
1.082


	
1.103


	
1.140


	
1.188


	
1.218


	
1.263


	
1.287


	
1.309


	
1.342


	
1.369


	
1.390


	
1.414


	
1.436


	
1.497


	
1.577


	
1.633


	
1.713


	
1.713





	
1986/87


	
1.035


	
1.055


	
1.090


	
1.136


	
1.165


	
1.208


	
1.230


	
1.252


	
1.283


	
1.309


	
1.330


	
1.352


	
1.373


	
1.432


	
1.507


	
1.562


	
1.637


	
1.637





	
1987/88


	
–


	
1.020


	
1.054


	
1.098


	
1.126


	
1.168


	
1.190


	
1.210


	
1.241


	
1.266


	
1.285


	
1.307


	
1.328


	
1.384


	
1.457


	
1.510


	
1.583


	
1.583





	
1988/89


	
–


	
–


	
1.034


	
1.077


	
1.105


	
1.146


	
1.167


	
1.187


	
1.217


	
1.242


	
1.261


	
1.282


	
1.303


	
1.358


	
1.430


	
1.481


	
1.553


	
1.553





	
1989/90


	
–


	
–


	
–


	
1.043


	
1.070


	
1.109


	
1.130


	
1.149


	
1.178


	
1.202


	
1.221


	
1.241


	
1.261


	
1.314


	
1.384


	
1.434


	
1.503


	
1.503





	
1990/91


	
–


	
–


	
–


	
–


	
1.026


	
1.064


	
1.084


	
1.102


	
1.130


	
1.153


	
1.171


	
1.191


	
1.210


	
1.261


	
1.328


	
1.376


	
1.442


	
1.442





	
1991/92


	
–


	
–


	
–


	
–


	
–


	
1.037


	
1.056


	
1.075


	
1.102


	
1.124


	
1.142


	
1.161


	
1.179


	
1.229


	
1.294


	
1.341


	
1.406


	
1.406





	
1992/93


	
–


	
–


	
–


	
–


	
–


	
–


	
1.019


	
1.037


	
1.063


	
1.084


	
1.101


	
1.120


	
1.138


	
1.186


	
1.249


	
1.294


	
1.356


	
1.356





	
1993/94


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.018


	
1.043


	
1.064


	
1.081


	
1.099


	
1.117


	
1.164


	
1.226


	
1.270


	
1.331


	
1.331





	
1994/95


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.026


	
1.046


	
1.063


	
1.081


	
1.098


	
1.144


	
1.205


	
1.248


	
1.309


	
1.309





	
1995/96


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.021


	
1.037


	
1.054


	
1.071


	
1.116


	
1.175


	
1.218


	
1.277


	
1.277





	
1996/97


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.016


	
1.033


	
1.050


	
1.094


	
1.152


	
1.194


	
1.251


	
1.251





	
1997/98


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.017


	
1.033


	
1.077


	
1.134


	
1.175


	
1.232


	
1.232





	
1998/99


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.016


	
1.059


	
1.115


	
1.156


	
1.212


	
1.212





	
1999/00


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.043


	
1.098


	
1.138


	
1.193


	
1.193





	
2000/01


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.053


	
1.091


	
1.144


	
1.144





	
2001


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.037


	
1.087


	
1.087





	
2002


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.049


	
1.049





	
2003 et

seq.


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
–


	
1.00





	
NOTE: No indexation was available for expenditure made within 12 months prior to the date of disposal.








 

CHART 25

Capital Gains Tax Rates











	
Date of Disposal


	
Development Land Sold for Residential Development


	
Development Land (other than for Residential Development)


	
Foreign Life Assurance Policies and Offshore Funds1


	
All Other Assets (Normal Rate)2





	
06/12/2012 onwards


	
33%


	
33%


	
40%


	
33%





	
07/12/2011 to 05/12/2012


	
30%


	
30%


	
40%


	
30%





	
08/04/2009 to 06/12/2011


	
25%


	
25%


	
40%


	
25%





	
15/10/2008 to 07/04/2009


	
22%


	
22%


	
40%


	
22%





	
1/12/1999 to 14/10/2008


	
20%


	
20%


	
40%


	
20%





	
23/4/1998 to 30/11/1999


	
20%


	
40%


	
40%


	
20%





	
12/2/1998 to 22/4/1998


	
40%


	
40%


	
40%


	
20%





	
3/12/1997 to 11/2/1998


	
40%


	
40%


	
20%


	
20%














	
	
Entrepreneur Relief





	
01/01/2016 to 31/12/2016


	
20%





	
01/01/2017 onwards


	
10%







Notes:

1.	The rates quoted for offshore funds are for the chargeable gains on disposals of interests in offshore funds which are “distributing funds” (funds which are not non-qualifying funds), since gains on disposals of interests in non-qualifying offshore funds are taxed as income (and not capital gains).


 

CHART 26

Capital Acquisitions Tax Rates

Rates from 30 January 1991 to 10 April 1994











	
Slice


	
Cumulative Slice


	
Rate of Tax %


	
Tax Thereon


	
Cumulative Tax





	
Threshold


	
Threshold


	
	
	



	
Amount


	
Amount +


	
nil


	
nil


	
nil





	
10,000


	
10,000


	
20


	
2,000


	
2,000





	
40,000


	
50,000


	
30


	
12,000


	
14,000





	
50,000


	
100,000


	
35


	
17,500


	
31,500





	
Balance


	
	
40


	
	





Rates from 11 April 1994 to 30 November 1999











	
Slice


	
Cumulative Slice


	
Rate of Tax %


	
Tax Thereon


	
Cumulative Tax





	
Threshold


	
Threshold


	
	
	



	
Amount


	
Amount +


	
nil


	
nil


	
nil





	
10,000


	
10,000


	
20


	
2,000


	
2,000





	
30,000


	
40,000


	
30


	
9,000


	
11,000





	
Balance


	
	
40


	
	





Rates from 1 December 1999









	
Period


	
Threshold Amount


	
Balance





	
01/12/1999 to 19/11/2008


	
Nil


	
20%





	
20/11/2008 to 07/04/2009


	
Nil


	
22%





	
08/04/2009 to 06/12/2011


	
Nil


	
25%





	
07/12/2011 to 05/12/2012


	
Nil


	
30%





	
06/12/2012 onwards


	
Nil


	
33%
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Capital Acquisitions Tax Class Thresholds




















	
Relationship to donor/testator


	
Gift or inheritance in


	



	
From 1/12/1999 to31/12/2000


	
2001


	
2002


	
2003


	
2004


	
2005


	
2006


	
2007


	
2008


	
2009


	
2010





	
01/01/09 – 07/04/09


	
08/04/09 – 31/12/09


	
01/01/10 – 07/12/10


	
08/12/10  – 31/12/10





	
£


	
£


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€





	
Child or minor child of deceased child or parent where s116 FA 1991 applies


	
300,000


	
316,800


	
422,148


	
441,198


	
456,438


	
466,725


	
478,155


	
496,824


	
521,208


	
542,544


	
434,000


	
414,799


	
332,084





	
Lineal ancestor (other than a parent where s116 FA 1991 applies), lineal descendant (other than a child or minor child of a deceased child), brother, sister, child of brother or sister


	
30,000


	
31,680


	
42,215


	
44,120


	
45,644


	
46,673


	
47,815


	
49,682


	
52,121


	
54,254


	
43,400


	
41,481


	
33,208





	
Any other person


	
15,000


	
15,840


	
21,108


	
22,060


	
22,822


	
23,336


	
23,908


	
24,841


	
26,060


	
27,127


	
21,700


	
20,740


	
16,604























	
Relationship to donor/testator


	
Gift or inheritance from 01/01/2011 onwards 


	



	
01/01/11  – 06/12/11


	
07/12/11 – 31/12/11


	
01/01/12 – 05/12/12


	
06/12/12 –13/10/15


	
14/10/15 –11/10/16


	
12/10/16 –09/10/18


	
10/10/2018 –09/10/18


	
10/10/2018

–08/10/19


	
09/10/2019 - onwards





	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€


	
€





	
Child, child of a civil partner of the disponer, minor child of a deceased child, minor child of the civil partner of a deceased child of the disponer or the civil partner of the disponer, parent of a deceased child where the interest is not a limited interest and taken on death of the child


	
332,084


	
250,000


	
250,000


	
225,000


	
280,000


	
310,000


	
320,000


	
320,000


	
335,000





	
Lineal ancestor, lineal descendant (other than those included in Group A), brother, sister, child of brother or sister, child of the civil partner of a brother or sister of the disponer


	
33,208


	
33,500


	
33,500


	
30,150


	
30,150


	
32,500


	
32,500


	
32,500


	
32,500





	
Any other person


	
16,604


	
16,750


	
16,750


	
15,075


	
15,075


	
16,250


	
16,250


	
16,250


	
16,250








 

CHART 28

Rates of Stamp Duty

(1) Residential Property (effective from 5 November 2007)









	
Instruments Executed


	
Consideration


	
Rate of Duty





	
Between 05/11/2007 and 07/12/2010


	
Less than €127,000 

First €125,000 

Next €875,000 

Excess over €1,000,000


	
Exempt * 

0% 

7% 

9% 





	
On or after 08/12/2010


	
First €1,000,000 

Excess over €1,000,000


	
1% 

2%







* To fully preserve the exemption that applied prior to the introduction of the above rates, transactions where the consideration (or aggregate consideration) does not exceed €127,000 continued to be exempt from stamp duty.

An increased rate applies from 20 May 2021 for bulk purchasers of houses and duplexes. Houses and duplexes bought before 20 May 2021 can be counted towards the threshold of 10 units but only the units acquired after that date are subject to the higher rate.








	
Number of houses/ duplexes* in a year


	
Rate





	
10 or more


	
10%







*Not apartments and inapplicable for local authority and approved housing bodies.

(2) Non-residential Property (effective from 7 December 2011) 








	
Instruments Executed


	
Rate





	
Between 07/12/2011 and 10/10/2017 


	
2% 





	
Between 11/10/2017 and 08/10/2019 


	
6% 





	
On or after 09/10/2019 *


	
7.5% 







* Transitional measures provide that, where an instrument has been executed on or after 9 October 2019 and before 1 January 2020 and a binding contract was entered into before 9 October 2019, the 6% rate will apply.


 

CHART 29

VAT Fourth Schedule Services (Repealed with effect from 1 January 2010)










	
If Supplier was


	
and Recipient was


	
The Place of Supply was


	
The Person liable for Irish VAT was





	
Foreign


	
Irish Business


	
Ireland


	
Irish Business Recipient





	
Foreign


	
Irish Private


	
Abroad


	
No Irish Liability





	
Irish


	
Irish Business or Private


	
Ireland


	
Irish Supplier





	
Irish


	
Business outside Ireland


	
Abroad


	
No Irish Liability





	
Irish


	
Private in EU


	
Ireland


	
Irish Supplier





	
Irish


	
Private outside EU


	
Abroad


	
No Irish Liability







The above rules were modified where the supplier had an establishment in the country of the recipient.

NOTE: VAT FOURTH SCHEDULE SERVICES included:

Services that were taxed where received viz.:

(i)	Transfers and assignments of copyrights, patents, licences, trade marks and similar rights;

(ia)	Hiring out of movable goods other than means of transport;

(ii)	Advertising services;

(iii)	Services of consultants, engineers, consultancy bureaux, lawyers, accountants and other similar services, data processing and provision of information (but excluding services connected with immovable goods);

(iiia)	Telecommunications services in certain circumstances. The definition of telecommunications services was modified in the Finance Act 2000;

(iiib)	Radio and television broadcasting service;

(iiic)	Electronically supplied services;

(iiid)	The provision of access to, and of transport or transmission through, natural gas and electricity distribution systems and the provision of other directly linked services.

(iv)	Acceptance of any obligation to refrain from pursuing or exercising in whole or in part, any business activity or any such rights as are referred to in paragraph (1);

(v)	Banking, financial and insurance services (including reinsurance, and financial fund management functions but not including the provision of safe deposit facilities) in certain circumstances;

(vi)	The provision of staff;

(vii)	The services of intermediaries who act in the name and for the account of a principal when procuring for him any services specified in paragraphs (i) to (vi).


 

CHART 30

VAT-Exempted Activities








	
The main exempted activities are:

Promotion of sporting events.

Circus admissions.

Certain lettings of immovable goods.

Medical, dental and optical services.

Certain agency services.

Insurance services.

Certain banking and stock exchange activities.

Transport of passengers and their baggage.

Betting. The Commencement Order required to give effect to Finance Act 2011 legislation extending VAT exemption to bets placed by customers located in Ireland and commissions charged by betting intermediaries to these customers was signed in April 2015 and given an effective date of 1 August 2015. Finance Act 2015 extended the VAT exemption to bets placed by customers located outside Ireland and to commissions charged by remote betting intermediaries.

Funeral undertaking.

Certain theatrical and musical performances.

Certain welfare and non-profit-making activities.

Green fees and membership fees in member-owned golf clubs and in non-profit making golf clubs.

Fostering services provided by certain bodies that provide these services on a profit-making basis.

Management of certain defined contribution pension schemes within the meaning of the Pensions Act 1990, other than one member arrangements.

Management of collective investment undertakings, including the functions of collective portfolio management, as listed in Annex II to Directive 2001/107/EC, where those functions are supplied by the person with responsibility for the provision of those functions for the undertaking.

Chiropody.

Educational services including children’s or young people’s education, school or university education and vocational training or re-training. Tuition given privately by teachers covering school or university education is also exempt. The Revenue Commissioners may make a determination that a specified educational activity is subject to VAT where its exemption creates a distortion of competition.

Certain child-care and homecare services.

The importation of goods by the European Commission or an agency or a body established under European Union law that is responding to the Covid-19 pandemic, where those goods are not sold for consideration by those bodies.








 

CHART 31

VAT Zero Rate







	
The main zero-rated goods and services are:

Most food and drink of a kind used for human consumption, most exports of goods and services relating to exports of goods, oral medicine, fertilisers, most articles of personal clothing and footwear suitable for children under 11 years of age, certain services relating to marine safety, certain books and booklets including atlases, certain medical equipment and appliances, certain navigation services and supplies to certain international bodies.

A supply of goods or services to the European Commission or to an agency or a body established under European Union law, where the goods or services are purchased by them to respond to the Covid-19 pandemic, unless they are supplied by these bodies for consideration. 

On a temporary basis, the supply of Covid-19 vaccines and services closely linked to those vaccines, along the supply of certain diagnostic medical devices and services closely linked to those devices used in response to the Covid-19 pandemic. 








Note: 

Finance (No. 2) Act 2008 amended the VAT rate applicable to the sale of tea and coffee. According to Revenue, the amendment clarified that the zero rate applies to non–drinkable tea and coffee. The sale of tea and coffee in drinkable form is subject to VAT at the reduced rate of 13.5%. Finance Act 2012 modernised the definition of bread that would be subject to the 0% VAT rate.

Finance Act 2014 ensures that the same VAT rates apply to the supply of tea and the supply of herbal tea.


 

CHART 32

Services provided to non-business customers outside the EU - not chargeable to Irish VAT







	
(a)	Services that consist of transferring or assigning copyrights, patents licences, trade marks and similar rights;

(b)	advertising services;

(c)	the services of consultants, engineers, consultancy firms, lawyers, accountants and other similar services, as well as data processing and the provision of information;

(d)	services that consist of obligations to refrain from pursuing or exercising, wholly or partially, a business activity or a right referred to in this subsection;

(e)	services that consist of financial1 or insurance2 transactions; 

(f)	services that consist of supplying staff;

(g)	services that consist of hiring out movable tangible property, other than a means of transport;

(h)	services that consist of providing access to, or transmission through, the natural gas distribution system, electricity distributions systems, heating or cooling networks and providing other services directly linked to those systems;

(i)	telecommunications services;

(j)	radio and television broadcasting services;

(k)	electronically supplied services.







1. ‘Financial transactions’ include banking transactions and financial fund management transactions, but do not include the provision of safe deposit facilities;

2. ‘Insurance transactions’ include reinsurance transactions.


 

CHART 33

VAT 9% Rate







	
Since 1 January 2019, the 9% rate only applied to printed newspapers and periodicals, the provision of sporting facilities and certain electronic publications.

However, from 1 November 2020 until 31 December 2021, the 9% rate will applied to certain tourism and hospitality related supplies, certain printed matter, and hairdressing services. This has now been extended until the end of August 2022, as legislated for in the Finance (Covid-19 and Miscellaneous Provisions) Act 2021.
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VAT 13.5% Rate







	
The main goods and services liable at this rate are:

Immovable goods, services consisting of the development of immovable goods, concrete and concrete blocks, short term hiring of cars, boats, tents, caravans, mobile homes, fuel for power and heating, coal, peat, timber, electricity, gas, heating oil, district heating (with effect from 1 March 2012), waste disposal, general agricultural and veterinary services, car driving instruction, care of the human body, general repair and maintenance services, certain imports and supplies of works of art, antiques, collectors’ items, live poultry and live ostriches, animal insemination services, livestock semen, children’s car safety seats, micanthus, rhizomes, seeds, bulbs, roots and similar goods used for the agricultural production of biofuels, non-oral contraceptives, certain live horses, hire of horses, and live greyhounds.

With effect from 1 January 2020, the supply of food supplements of a kind used for human oral consumption.

With effect from 1 January 2021, the supply of certain sanitary products. Such products were previously liable to the standard rate.








Note: 

Finance (No. 2) Act 2008 amended the VAT rate applicable to the sale of tea and coffee. According to Revenue, the amendment clarified that the zero rate applies to non-drinkable tea and coffee. The sale of tea and coffee in drinkable form is subject to VAT at the reduced rate of 13.5%.

Finance Act 2014 ensures that the same VAT rates apply to the supply of tea and the supply of herbal tea.

With effect from 1 January 2018, sunbed services are specifically excluded from falling within supplies liable to VAT at 13.5%. Accordingly, the standard rate of VAT (23%) applies to such services.


 

CHART 35

VAT 23% Rate







	
The main goods and services liable at this rate are:

Adult clothing and footwear including materials for their manufacture, household durable and non-durable goods, drink and certain foods, goods for personal use, sport and recreational goods, educational goods, agricultural goods, non-oral medicines, most building materials, office equipment and stationery, most services such as telecommunication services, accountancy services (including farm accountancy services), legal services, advertising services, other goods and services not liable at another rate.








 

CHART 36

VAT Thresholds









	
Persons supplying services


	
€25,500

€27,500

€35,000

€37,500


	
1/7/1994 – 30/4/2006

1/5/2006 – 28/2/2007

1/3/2007 – 30/4/2008

from 1/5/2008





	
Persons supplying goods


	
€51,000

€55,000

€70,000

€75,000


	
1/7/1994 – 30/4/2006

1/5/2006 – 28/2/2007

1/3/2007 – 30/4/2008

from 1/5/2008





	
Persons making intra-Community acquisitions


	
€41,000







In the case of supplies in the State and intra-Community acquisitions, registration is obligatory where the appropriate turnover threshold is exceeded or is likely to be exceeded in any 12-month period.

There is no VAT registration threshold in respect of receipt of cross-border services by a person for business purposes.
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VAT Multiplier

VAT multiplier to be used when valuing an interest in immovable goods from 1990 to 30 June 2008









	
Date Issue


	
Redemption Yield


	
Multiplier





	
21 May 1991


	
9.30 per cent


	
10.75





	
24 January 1992


	
9.11 per cent


	
10.98





	
14 June 1993


	
7.37 per cent


	
13.57





	
15 October 1993


	
6.87 per cent


	
14.56





	
17 August 1994


	
8.56 per cent


	
11.68





	
15 May 1995


	
8.52 per cent


	
11.74





	
19 April 1996


	
6.93 per cent


	
14.43 (Note 1)





	
17 September 1997


	
6.26 per cent


	
15.97





	
11 May 1999


	
4.26 per cent


	
23.47 (Note 2)





	
29 January 2002


	
5.14 per cent


	
19.45





	
1 March 2003


	
3.377 per cent


	
29.61





	
1 February 2004


	
4.702 per cent


	
21.27








1. The operative date for the multiplier of 14.43 is 26 March 1997.

2. The operative date for the multiplier of 23.47 is 30 June 1999. 

The VAT multiplier is no longer applicable in relation to transactions after 30 June 2008.
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Capital Allowances

Initial Allowances











	
Expenditure Incurred


	
Plant and Machinery


	
Industrial Buildings


	
Hotels


	
Farm Buildings





	
1.4.71 – 5.4.74


	
100%


	
20%


	
10%


	
-





	
6.4.74 – 15.1.75


	
100%


	
20%


	
10%


	
20%





	
16.1.75 – 5.4.80


	
100%


	
50%


	
10%


	
20%





	
6.4.80 – 31.3.88


	
100%


	
50%


	
10%


	
Nil





	
1.4.88 – 31.3.89


	
*75%


	
*50%


	
10%


	
Nil





	
1.4.89 – 31.3.91


	
*50%


	
*50%


	
10%


	
Nil





	
1.4.91 – 31.3.92


	
*25%


	
*25%


	
10%


	
Nil





	
1.4.92 onwards


	
Nil


	
Nil


	
Nil


	
Nil







*A rate of up to 100% applies to qualifying services companies in the Customs House Docks Area or in the Shannon Customs-Free Area, subject to varying time limits.











	
Writing Down and Wear-and-Tear Allowances





	
Expenditure

Incurred


	
Plant and

Machinery


	
Industrial

Buildings


	
Hotels


	
Farm

Buildings





	
1.4.71 – 5.4.74


	
Up to 100%


	
2%


	
10%


	
10%





	
6.4.74 – 15.1.75


	
Up to 100%


	
2%


	
10%


	
10%





	
16.1.75 – 1.2.78


	
Up to 100%


	
4%


	
10%


	
10%





	
2.2.78 – 5.4.80


	
Up to 100%


	
Up to 100%


	
Up to 100%


	
10%





	
6.4.80 – 31.3.88


	
Up to 100%


	
Up to 100%


	
Up to 100%


	
Up to 30%





	
1.4.88 – 31.3.89


	
*Up to 75%


	
*Up to 75%


	
Up to 75%


	
Up to 30%





	
1.4.89 – 31.3.91


	
*Up to 50%


	
*Up to 50%


	
Up to 50%


	
Up to 50%





	
1.4.91 – 31.3.92


	
*Up to 25%


	
*Up to 25%


	
Up to 25%


	
Up to 25%





	
1.4.92 – 26.1.94


	
15%


	
4%


	
10%


	
10%





	
27.1.94 – 31.12.00


	
15%


	
4%


	
15%


	
15%





	
1.1.01 – 3.12.02


	
20%


	
4%


	
15%


	
15%





	
4.12.02 onwards


	
12.5%


	
4%


	
4%


	
15%







*A rate of up to 100% applied to qualifying services companies in theCustoms House Docks Area or in the Shannon Customs-Free Area, subjectto varying time limits.
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Urban Renewal Area Allowances - 1986 Scheme*











	
	
Dublin Areas


	
Custom House Docks


	
Temple Bar


	
Other Areas





	
Commercial Property





	
Owner Occupier:

Free Depreciation

or

Initial Allowance

and

Annual Allowance**


	
50%

25%

2%


	
100%

50%

4%


	
100%

50%

4%


	
100%

50%

4%





	
Lessor:

Free Depreciation

or

Initial Allowance

and

Annual Allowance**


	
n/a

25%

2%


	
n/a

50%

4%


	
n/a

50%

4%


	
n/a

50%

4%





	
Qualifying Period


	
31.07.94


	
24.01.99


	
05.04.99


	
31.07.94





	
Residential Property





	
Owner Occupier:**


	
5% pa 

for 10 years


	
Old: 10%

pa 

for 10 years


	
New: 5% pa for 10 years Old: 10% pa for 10 years


	
5% pa for 10 years





	
Lessor:


	
“Section 23” type relief applies with unrestrictec set-off against total rental income





	
Qualifying Period


	
As above for each area





	
Plant and Machinery





	
Accelerated allowances expenditure incurred between 01.04.91 and 01.04.92


	
25%


	
25%*


	
25%


	
25%





	
Expenditure incurred after 01.04.92


	
n/a


	
n/a*


	
n/a


	
n/a







* See 2001 edition for full details of the various property tax incentive schemes.

See Taxation Summary, Finance Act 2019 in relation to “specified reliefs” under Chapter 2A TCA97, in the context of the limitation of the amount of certain reliefs used by certain high-income individuals.
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Urban Renewal Area Allowances - DesignatedArea/Street From 1.8.1994









	
 


	
DESIGNATED AREA


	
DESIGNATED STREET





	
INDUSTRIAL PROPERTY





	
OWNER-OCCUPIER

Accelerated Allowance

Initial Allowance

Annual Allowance*

Maximum


	
50%

25%

4%

100%


	
50%

25%

4%

100%





	
LESSOR

Initial Allowance

Annual Allowance*

Maximum


	
25%

4%

100%


	
25%

4%

100%





	
COMMERCIAL PROPERTY





	
OWNER-OCCUPIER

Accelerated Allowance

Initial Allowance

Annual Allowance*

Maximum


	
50%

25%

2%

50%


	
50%

25%2%

50%





	
LESSOR

Initial Allowance

Annual Allowance*

Maximum


	
25%

2%

50%


	
25%

2%

50%





	
RESIDENTIAL PROPERTY





	
OWNER-OCCUPIER

Construction*

Refurbishment*


	
5% p.a. (10yrs)

10%p.a. (10yrs)


	
Nil

10% p.a. (10 yrs)





	
LESSOR

Construction

Conversion

Refurbishment


	
100%

100%

100%


	
Nil

100%

100%





	
DOUBLE RENT ALLOWANCE


	
YES


	
NO







See Taxation Summary, Finance Act 2019 in relation to “specified reliefs” under Chapter 2A TCA97, in the context of the limitation of the amount of certain reliefs used by certain high-income individuals.
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1998 Urban and Rural Renewal Schemes









	
Industrial - Construction or Refurbishment


	
Urban Scheme


	
Rural Scheme





	
Owner-Occupier


	
 


	
 





	
Free Depreciation


	
50%


	
50%





	
or


	
 


	
 





	
Initial Allowance


	
50%


	
50%





	
and


	
 


	
 





	
Annual Allowance up to 100%*


	
4%


	
4%





	
	
	



	
Lessor


	
 


	
 





	
Initial Allowance


	
50%


	
50%





	
and


	
 


	
 





	
Annual Allowance up to 100%


	
4%


	
4%















	
Commercial - Construction or Refurbishment


	
Urban Scheme


	
Rural Scheme





	
Owner-Occupier


	
 


	
 





	
Free Depreciation


	
50%


	
50%





	
or


	
 


	
 





	
Initial Allowance


	
50%


	
50%





	
and


	
 


	
 





	
Annual Allowance up to 100%*


	
4%


	
4%





	
Lessor


	
 


	
 





	
Initial Allowance


	
50%


	
50%





	
and


	
 


	
 





	
Annual Allowance up to 100%


	
4%


	
4%














	
Residential





	
Owner-Occupier





	
Construction:


	
5% deduction against total income for 10 years*





	
Refurbishment:


	
10% deduction against total income for 10 years*





	



	
Lessor





	
Section 23-type relief available in respect of expenditure on construction, conversion or refurbishment.





	
See Taxation Summary, Finance Act 2019 in relation to “specified reliefs” under Chapter 2A TCA97, in the context of the limitation of the amount of certain reliefs used by certain high-income individuals.
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2000 Town Renewal Scheme








	
Industrial - Construction or Refurbishment


	
Allowances





	
Owner-Occupier


	
 





	
Free Depreciation


	
50%





	
or


	
 





	
Initial Allowance


	
50%





	
and


	
 





	
Annual Allowance up to 100%*


	
4%





	
Lessor


	
 





	
Initial Allowance


	
50%





	
and


	
 





	
Annual Allowance up to 100%*


	
4%














	
Commercial - Construction or Refurbishment


	
Allowances





	
Owner-Occupier


	



	
Free Depreciation


	
50%





	
or


	
 





	
Initial Allowance


	
50%





	
and


	



	
 Annual Allowance up to 100%*


	
4%





	
	
 





	
Lessor


	



	
Initial Allowance


	
50%





	
and


	



	
Annual Allowance up to 100%*


	
4%














	
Residential





	
Owner-Occupier





	
Construction:


	
5% deduction against total income for 10 years*





	
Refurbishment:


	
10% deduction against total income for 10 years*





	



	
Lessor





	
Section 23-type relief available in respect of expenditure on construction, conversion or refurbishment.







See Taxation Summary, Finance Act 2019 in relation to “specified reliefs” under Chapter 2A TCA97, in the context of the limitation of the amount of certain reliefs used by certain high-income individuals.
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Summary of Terminating Property Investment Schemes and Incentives













	
Scheme


	
Extension to 31-12-2006 Existing conditions


	
Extension to 31 July 2008


	
Cap on expenditure 75% 2007
50% 2008


	
Section





	
Work = 15% costs by 31/12/06


	
Binding contract by 31/7/06





	
FA 2006


	
TCA97





	
Hotels (‘accelerated’ allowances)


	
Full and valid planning application by 31/12/04


	
Local authority to certify


	
Yes


	
Yes


	
26

27


	
270/316 268/272/274





	
Holiday Camps (‘accelerated’ allowances)


	
Full and valid planning application by 31/12/04


	
Local authority to certify


	
Yes


	
Yes


	
26

27


	
270/316 268/272/274





	
Registered Holiday Cottages


	
Full and valid planning application by 31/12/04


	
Local authority to certify


	
Yes


	
Yes


	
26

27


	
270/316 268/272/274





	
Multi-storey Car Parks


	
15% project costs by 30/9/03 - certified by 31/12/03


	
Architect/ quantity surveyor to certify


	
No


	
Yes


	
26

29


	
270/316/344





	
Sports Injury Clinics


	
No existing conditions No previous termination date


	
Architect/ quantity surveyor to certify


	
No


	
Yes


	
26

28


	
270/316/268





	
Nursing Home Residential Units (contracts pre-1 May 2007)


	
No existing conditions


	
Work = 15% costs not required


	
No


	
100% to 24/3/07 75% 25/3/07 –31/12/07 50% 1/1/08 – 31/7/08


	
26

37


	
270/316/268





	
Nursing Home Residential Units (contracts on or after 1 May 2007)


	
No existing conditions


	
Extension to 30/4/10


	
N/A


	
Companies 75% 1/5/07 –30/4/10 Individuals 50% 1/5/07 – 30/4/10


	
FA07 s28


	
268/270/272/274 /316





	
Third-Level Educational Buildings


	
Application to Minister for Finance by 31/12/04


	
Architect/ quantity surveyor to certify


	
No


	
Yes


	
26

34


	
270/316/843






	
Urban Renewal


	
15% project costs by 30/6/03-certified by 30/9/03


	
Local authority to certify commercial / industrial Architect / quantity surveyor to certify residential


	
For commercial / industrial only


	
Yes


	
252630


	
372AL/372AS 270/316 372A/372B/372BA/ 372C/372D





	
Rural Renewal


	
Full and valid planning application by 31/12/04


	
Local authority to certify commercial/ industrial Architect / quantity surveyor to certify residential


	
For commercial/ industrial only


	
Yes


	
252631


	
372AL/372AS 270/316 372L/372M/372N





	
Town Renewal


	
Full and valid planning application by 31/12/04


	
Local authority to certify commercial / industrial Architect / quantity surveyor to certify residential


	
For commercial/ industrial only


	
Yes


	
252633


	
372AL/372AS 270/316 372A A/372AB/ 372AC/372AD





	
Living over the Shop


	
Full and valid planning application by 31/12/04


	
Architect/quantity surveyor to certify


	
No


	
Yes


	
252630


	
372AL/372AS 270/316 372A/372B/372BA/ 372C/372D





	
Park and Ride (including commercial/residential)


	
Full and valid planning application by 31/12/04


	
Architect/quantity surveyor to certify


	
No


	
Yes


	
252632


	
372AL/372AS 270/316 372U/372V/372W





	
Student Accommodation


	
Full and valid planning application by 31/12/04


	
Architect/quantity surveyor to certify


	
No


	
Yes


	
25


	
372AL/372AS





	
General rented residential


	
No existing conditions No previous termination date


	
Work = 15% costs not required


	
No


	
Yes


	
1125


	
372AM 372AL/372AS
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Tax Geared Penalties










	
Penalty Table 


	
Category of Default 


	
Qualifying Disclosure Finance Act 2021 





	
All defaults where there is a qualifying disclosure


	
Penalty table for defaults that occurred on or after 24/12/2008


	
Prompted qualifying disclosure and co-operation


	
Unprompted qualifying disclosure and co-operation 





	
All qualifying disclosures in this category


	
Careless behaviour without significant consequences 


	
10%


	
3% 





	
First qualifying disclosure in these categories 


	
Careless behaviour with significant consequences 


	
20%


	
5% 





	
Deliberate behaviour 


	
50%


	
10% 





	
Second qualifying disclosure in these categories


	
Careless behaviour with significant consequences 


	
30%


	
20% 





	
Deliberate behaviour 


	
75%


	
55% 





	
Third or subsequent qualifying disclosure in these categories


	
Careless behaviour with significant consequences 


	
40%


	
40% 





	
Deliberate behaviour 


	
100%


	
100% 





	
No Qualifying Disclosure 


	
Category of Default 


	
No Co-operation 


	
Co-operation Only 





	
All defaults where there is no qualifying disclosure


	
Careless behaviour without significant consequences 


	
20%


	
15% 





	
Careless behaviour with significant consequences 


	
40%


	
30% 





	
Deliberate behaviour 


	
100%


	
75% 







Notes:

1.	“Significant consequences” means that the difference between the tax or duty underpaid is greater than 15% of the correct tax or duty payable or refundable for the relevant period.

2.	Where a second qualifying disclosure is made within a 5-year period, and where the nature of the default is either the “deliberate behaviour” or “careless behaviour with significant consequences” category, the legislation provides that the level of mitigation will be reduced.

3.	Up to the passing of Finance Act 2015 the tax geared penalties were computed as a percentage of the tax which had been saved because of an incorrect return. Finance Act 2015 applied a similar computation where an excessive claim has been made by a taxpayer in an incorrect return. With effect from 21 December 2015 the amount to which the tax geared penalty is applied is calculated as the difference between:

(a) the amount of tax payable or that could have been claimed on the basis of the incorrect return, statement, declaration, claim or account; and

(b) the amount so payable or refundable if the submission had been correct.

4.	Finance Act 2016 withdrew, from 1 May 2017, the penalty mitigation arrangements, that were available to tax defaulters who made a qualifying disclosure to Revenue, in two situations:

• where the disclosure related directly or indirectly to “offshore matters” (as defined) – which essentially means to offshore tax defaults, and

• where the disclosure related to any other tax default in circumstances where the person had, before the date of the disclosure, certain “offshore matters” that were known or became known to Revenue and which were matters occasioning a liability to tax that gave rise to a penalty.

The definition of “offshore matters” was linked both to the OECD standard for automatic exchange of financial account information in tax matters and to the EU Directives relating to administrative cooperation and mandatory exchange of information in the field of taxation, but essentially covered any income, gains, accounts or assets, accruing, arising, situated or located outside of the State.

Finance Act 2021 removed this restriction for ‘offshore matters’ for disclosures made, acts done or omissions made after the date of passing of Finance Act 2021 – 21 December 2021.


Penalties for “No Loss of Revenue” Tax Default










	
No Loss of Revenue Tax Default


	
Category of Default


	
No Loss of Revenue Qualifying Disclosure





	
All “careless behaviour” no loss of revenue tax defaults where there is a “qualifying disclosure”


	
Prompted qualifying disclosure and full co-operation


	
Unprompted qualifying disclosure and full co-operation





	
First qualifying disclosure in this category


	
Careless behaviour


	
Lesser of 6% or

 €15,000


	
Lesser of 3% or €5,000





	
Second qualifying disclosure in this category


	
Careless behaviour


	
Lesser of 6% or €30,000


	
Lesser of 3% or €20,000





	
Third or subsequent qualifying disclosure in these categories


	
Careless behaviour


	
Lesser of 6% or €60,000


	
Lesser of 3% or €40,000





	
No Loss of Revenue Tax Default


	
Category of Default


	
Co-operation only





	
All “careless behaviour” no loss  of revenue tax defaults where there is no “qualifying disclosure”


	
Careless behaviour


	
Lesser of 9% or €100,000







Notes:

1.	Claims for “no loss of revenue” will not be considered where there is general failure to operate the tax system or where there is no co-operation by the taxpayer.

2.	The tax will not be collected where it is proven by the taxpayer, to the satisfaction of Revenue, that there is no loss of revenue to the Exchequer.

3.	Interest may be charged, but only for the period of any temporary loss of revenue.

4.	Liability to a penalty arises in all cases except where the “innocent error” or “technical adjustment” criteria are met. The maximum penalty is €100,000.

5.	All “no loss of revenue” claims should be submitted to Revenue in writing and include (in one submission) all supporting documentation to validate the “no loss of revenue” claim.

6.	A new Code of Practice for Revenue Compliance Interventions comes into force on 1 May 2022, applicable for all interventions notified on or after that date. This significantly impacts the extent to which disclosures may be regarded as ‘prompted’ or ‘unprompted’ and thus potential levels of penalties.
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Social Welfare Pensions and Allowances












	
Year


	
2022 Weekly Rates with increase for Adult Dependent


	
2021 Weekly Rates with increase for Adult Dependent


	
2020 Weekly Rates with increase for Adult Dependent


	
2019 Weekly Rates with increase for Adult Dependent







	
 


	
	
€


	
€


	
€





	
State Pension Contributory


	
	
	
	



	
Under 80; Basic


	
253.30


	
248.30


	
248.30


	
248.30





	
Living Alone


	
22.00


	
19.00


	
14.00


	
9.00





	
Spouse < 66


	
168.70


	
165.40


	
165.40


	
165.40





	
Spouse > 66


	
227.00


	
222.50


	
222.50


	
222.50





	
Over 80; Basic


	
263.30


	
258.30


	
258.30


	
258.30





	
Living Alone


	
22.00


	
19.00


	
14.00


	
9.00





	
Spouse < 66


	
168.70


	
165.40


	
165.40


	
165.40





	
Spouse > 66


	
227.00


	
222.50


	
222.50


	
222.50





	
Increase for each child


	
	
	
	



	
Under 12


	
40.00


	
38.00


	
36.00


	
34.00





	
12 and over


	
48.00


	
45.00


	
40.00


	
37.00





	
Widow’s / Widower’s contributory pension / Deserted Wife’s Benefit





	
Under 66; Basic


	
213.50


	
208.50


	
208.50


	
208.50





	
Aged 66–79	


	
253.30


	
248.30


	
248.30


	
248.30





	
Living Alone


	
22.00


	
19.00


	
14.00


	
9.00





	
Over 80


	
263.30


	
258.30


	
258.30


	
258.30





	
Living Alone


	
22.00


	
19.00


	
14.00


	
9.00





	
Increase for each child


	
	
	
	



	
Under 12


	
40.00


	
38.00


	
36.00


	
34.00





	
12 and over


	
48.00


	
45.00


	
40.00


	
37.00





	
Illness Benefit


	
	
	
	



	
Personal Rate


	
208.00


	
203.00


	
203.00


	
203.00





	
Person with Adult Dependent


	
138.00


	
134.70


	
134.70


	
134.70





	
Jobseekers Benefit*


	
	
	
	



	
Personal Rate


	
208.00


	
203.00


	
203.00


	
203.00





	
Person with Adult Dependent


	
138.00


	
134.70


	
134.70


	
134.70





	
One Parent Family Payment


	
	
	
	



	
Aged under 66 including one child 


	
208.00


	
203.00


	
203.00


	
203.00





	
Increase for each additional child dependent


	
	
	
	



	
Under 12


	
40.00


	
38.00


	
36.00


	
34.00





	
12 and over


	
48.00


	
45.00


	
40.00


	
37.00





	
Invalidity Pensions


	
	
	
	



	
Under 65; Basic


	
213.50


	
208.50


	
208.50


	
208.50





	
Living Alone


	
22.00


	
19.00


	
14.00


	
9.00





	
Person with Adult dependent


	
152.50


	
148.90


	
148.90


	
148.90







* Jobseeker’s Allowance and Supplementary Welfare Allowance – People of Working Age (under age 66), details below.











	
Persons Aged


	
	
Weekly Personal Rate





	
	
2022


	
2020 and 2021


	
2019


	
2018





	
18–24 years


	
117.70**


	
112.70**


	
112.70


	
107.70





	
25 years


	
206.00/208.00*


	
203.00/201.00*


	
157.80


	
152.80





	
26 years & older


	
206.00/208.00*


	
203.00/201.00*


	
203.00/201.00*


	
198.00/196.00*







* Jobseeker’s Allowance €198.00/203.00/€208.00.

* Supplementary Welfare Allowance €196.00/201.00/€206.00.

** May increase to €206 if living independently and getting a state housing support

Pandemic Unemployment Payment (PUP)

From 25 March 2022 COVID-19 PUP recipients started moving to standard jobseeker’s terms. See www.gov.ie for rates of payment of PUP.



1 ASSIGNMENTS

Chapter 1: Irish Taxation – Principles and Policy

Assignment 1.1

Enter the Irish Tax Institute Fantasy Budget competition and assume you are the Minister for Finance with the brief of devising Budget 2023. Describe the tax measures you would introduce in your position as Minister. You should also explain your rationale for any measures proposed.

Assignment 1.2

Select three tax measures announced in Budget 2023 and assess these measures using the following criteria: equity, efficiency and simplicity.

Assignment 1.3

Discuss the extent to which the Irish tax system achieves Adam Smith’s Canons of Taxation.

Assignment 1.4

Compare and contrast expenditure, income and wealth taxes.

Chapter 2: Introduction to the European Dimension

Assignment 2.1

The relevant CJEU case law, C-358/97 may be accessed at the following web address by inserting the case number into the search field:

http://curia.europa.eu/jurisp/cgi-bin/form.pl?lang=en

(i) Summarise the case outlined by Ireland in justifying its VAT treatment of toll charges.

(ii) Summarise the case outlined by the European Commission in justifying its action against Ireland.

(iii) Summarise the findings and judgement of the CJEU, in particular its commentary on the Irish position and the Commission’s actions.

Assignment 2.2

The relevant CJEU case law, C-344/15 may be accessed at the following web address by inserting the case number into the search field:

http://curia.europa.eu/jurisp/cgi-bin/form.pl?lang=en:

(i) Summarise the case outlined by the Revenue Commissioners in justifying its VAT treatment of toll charges.

(ii) Summarise the case outlined by the National Roads Authority (now Transport Infrastructure Ireland) in justifying its case against the Revenue Commissioners.

(iii) Summarise the findings and judgement of the CJEU.

Assignment 2.3

Discuss the importance of the VAT Directive (Council Directive 2006/112/EC) and its predecessor the Sixth Council Directive and their contributions to greater European integration.

Assignment 2.4

(a) What do you see as the benefits, which would flow from a more integrated VAT system in Europe?

(b) What do you see as the chief obstacles to a more integrated VAT system throughout the European Union?

Assignment 2.5

Answer true or false to each of the following statements:

(a) All Member States are bound by the ruling of the CJEU in VAT matters.

(b) All aspects of national VAT legislation must conform to the Council Directive. 2006/112/EC (the VAT Directive)

(c) An accountable person may appeal a decision of the High Court directly to the CJEU in relation to a VAT matter.

(d) The Advocate-General’s opinion is not binding on the CJEU.

(e) The European Commission initiates amendments to the VAT Directive.

(f) VAT authorities in one EU Member State may seek the assistance of the VAT authorities in another EU Member State.

Assignment 2.6

Please locate the following documents to enable completion of the assignment. Note you should read Chapter 3 prior to attempting this assignment.

(a) The ruling of the CJEU in the case.

http://curia.eu.int/jurisp/cgi-bin/form.pl?lang=en – once you have opened this page then proceed as follows:

■ Insert C-412/03 as the ‘case number’

■ Press SUBMIT at the top of the page, wait while new page loading

■ Click on C-412/03 Judgement – the case should appear

(b) The Revenue Commissioners’ instructions can be found as follows:

http://www.revenue.ie/en/practitioner/tax-briefing/archive.html#year2006 – then go to page 29 of the document. This outlines the VAT treatment of staff canteens prior to the judgment in the Hotel Scandic case.

http://www.revenue.ie/en/practitioner/tax-briefing/archive/62/frameset.htm and http://www.revenue.ie/en/practitioner/ebrief/archive/2006/no-152006.html and click on the link – both of these documents set out the Revenue position on staff canteens post the judgement in the Hotel Scandic case. [Both documents are required].

(i) Why was the judgment relevant for Ireland?

(ii) Summarise the findings of the Court.

(iii) What were the consequences for canteen operators in Ireland?

(iv) How can canteen operators ensure that VAT is not a cost in the future? 

Chapter 3: The General Principles

Assignment 3.1

Which of the following transactions may fall within the scope of VAT? Where a transaction is within the scope of VAT, explain why and indicate the appropriate VAT treatment. Assume all transactions happen within Ireland.

a. A farmer sells cattle in a mart.

b. A bookmaker accepts a bet.

c. An engineer provides a design service.

d. A homeowner sells her house.

e. A mechanic repairs his own car.

f. A mechanic uses five litres of oil in repairing his own car.

g. A shop sells a newspaper.

h. A property-owner rents a new office for four years and nine months.

i. A company issues new shares.

j. A company supplies canteen services to its staff for a nominal charge.

k. A firm of accountants employs a new member of staff.

l. A bank opens a deposit account for a customer.

Assignment 3.2

(a) Distinguish between VAT exemption, the zero-rate and outside the scope of VAT.

(b) List five supplies which are exempt from VAT.

(c) Give an example of a supply which is outside the scope of VAT.

Assignment 3.3

(a) What is an “accountable person”?

(b) Who may elect to register for VAT?

(c) Who may waive exemption and register for VAT?

Assignment 3.4

Each of the following examples are supplies for a single consideration. Categorise each of the supplies into one of the following:

(a) an individual supply,

(b) an ancillary supply,

(c) a principal supply,

(d) a multiple supply or

(e) a composite supply.

1. A container supplied with honey which can later be used as a glass for a single price.

2. Collision damage waiver insurance is supplied together with car hire.

3. A detergent and a fabric softener are sold as a single package.

4. A music CD is supplied together with a Sunday newspaper.

5. A loading service is supplied with a haulage service.

6. A delivery service is supplied in conjunction with the supply of fuel.

7. A hamper. 

Chapter 4: Cross-Border Trade

Assignment 4.1

An Irish VAT-registered company acquires goods to the value of €50,000 from Spain and goods to the value of €250,000 from Portugal, annually. The company also dispatches €300,000 worth of goods to Italy and exports €1,000,000 worth of goods to the USA annually. The company attends trade fairs in Italy. The company delivers its own goods to Italy and contracts with a Spanish haulier to deliver the goods from Portugal and Spain to its premises in Ireland.

(a) Indicate and discuss the various VAT issues involved.

(b) Outline the VAT treatment of the various supplies and acquisitions.

(c) Detail the VAT filing requirement of the company.

Assignment 4.2

An Irish haulage company has been asked to quote for the removal of personal effects of an individual moving from Greece to Ireland.

Discuss the VAT issues involved for both the haulage company and the customer.

Assignment 4.3

A charity in Ireland commissions a consultant in Germany to carry out a study for it. The commission is valued at €100,000. Discuss the VAT implications for the charity.

Assignment 4.4

An Irish music promoter engages a US-based rock group to perform in Dublin. Discuss the VAT implications for the promoter and the group.

Assignment 4.5

An Irish-based manufacturer supplies goods worth €500,000 to a VAT-registered trader in France. The goods are shipped to France.

Describe briefly the VAT treatment of the supply in both Ireland and in France.

Assignment 4.6

An Irish hauler is engaged by a business which is VAT registered in the Netherlands to transport goods from Germany to France.

Discuss the VAT treatment of the service from the perspectives of both the Irish hauler and the Netherlands customer.

Assignment 4.7

(a) What is meant by the concept of “self-accounting” for VAT?

(b) Indicate some instances where a VAT-registered trader is obliged to self-account for VAT.

Assignment 4.8

“Repayment of domestic VAT by member states to non-established traders was introduced to ensure VAT was not an obstacle to international trade.” Briefly indicate the purpose and benefit of this concept.

Chapter 5: Accounting for VAT: Invoicing, Deductions and Special Procedures/Categories

Assignment 5.1

(a) When does partial deduction of input VAT arise?

(b) In what circumstances can a VAT-registered trader not deduct input VAT?

Assignment 5.2

(a) Who must account for VAT?

(b) How is VAT accounted for?

(c) Distinguish between VAT due and VAT payable.

Assignment 5.3

“Farmers have a unique VAT treatment in Ireland.” Discuss this statement.

Assignment 5.4

Answer true or false to each of the following:

(a) An architect established in Ireland who designs a building in France can recover input VAT incurred in Ireland.

(b) An airline flying passengers from Dublin to Derry can recover input VAT incurred on fuel.

(c) An insurance company, which provides services to persons in Ireland and South Africa, can partially recover input VAT incurred in Ireland.

(d) A VAT-registered driving instructor who purchases a car may recover input VAT incurred on the purchase.

(e) A bus company operating a bus service between Galway and Limerick may recover input VAT incurred on the purchase of a new bus for the route.

(f) A company, which provides accommodation for its sales reps, may recover the input VAT incurred on hotel bills.

Assignment 5.5

A US multinational has decided to locate in Ireland. It has been decided to incorporate three companies, i.e. a management company, which will supply management services to the other entities and will receive services from an outsourced service provider; a manufacturing company to manufacture computer parts; and a marketing company, which will market the parts for the manufacturing company.

All product sales will be to VAT-registered customers in Germany and Italy. In addition, the management company will provide an administration service for a sister manufacturing company located in Indonesia.

As the newly appointed Chartered Tax Adviser (CTA) in Ireland you should write a short note to the Controller of the company advising him on the following seven matters:

a. VAT registration

b. VAT invoicing

c. Postponed Accounting 

d. VAT group registration

e. Cross-border services received

f. VIES and Intrastat filing

g. Non-deductible VAT 

Chapter 6: Property Transactions and Building Services

Assignment 6.1

A company manufactures spare parts for cars on premises which it acquired new in April 2009. It has decided to expand and is seeking a new purpose build premises.

It recovered the VAT (€150,000) charged on the purchase of the building in April 2009 and has only carried out repair and maintenance work to date, upon which it recovered the input VAT.

It now proposes to sell its own premises for €2m and to take a 25-year lease on new premises in December 2022. The annual rent will be €125,000.

You, as Chartered Tax Adviser (CTA), are required to prepare a letter of advice for your client, the spare parts manufacturer, in relation to the VAT issues likely to arise.

In your letter, you should consider the property being sold, the property being leased, the possible VAT treatments and consequences which your client will have to decide upon.

Assignment 6.2

Distinguish between the supply of goods and the supply of services in relation to transactions in property.

Assignment 6.3

Discuss the conditions necessary for a supply of property (goods) to be within the charge of VAT.

Assignment 6.4

Distinguish between a Capital Goods Scheme adjustment which must be made at the end of the initial interval and a Capital Goods Scheme adjustment which must be made at the end of a subsequent interval.

Assignment 6.5

Answer true or false to each of the following:

(a) A new 20-year lease is a supply of property

(b) The sale of a freehold in a property is always a supply which is liable to VAT

(c) The sale of a site which is contractually linked to a subsequent development of that site is liable to VAT

(d) The assignment of a ‘legacy lease’ is a supply of a service

(e) The option to tax rents must be exercised jointly by the landlord and the tenant

(f) Every owner of a Capital Good has an obligation at the end of the initial interval

(g) A New Property is always liable to VAT

(h) A joint option for taxation can be applied for by a vendor and purchaser of a 10 year old property

(i) The supply of building services by a sub-contractor to a principal contractor is always liable to VAT on the reverse charge basis

(j) The place of supply of a building service is where the service supplier is established

Chapter 7: Rights and Obligations of Accountable Persons and the Role of Revenue

Assignment 7.1

An accountable person has just received a notification from the Revenue that it intends to inspect his/her VAT records. He is understandably nervous and has asked you, his financial adviser, to explain what he must do before, during and after the audit. Compose a letter for your client, which addresses the following issues:

■ His obligations;

■ His rights;

■ The probable attitude of the Revenue;

■ How he should deal with the Revenue;

■ What the potential outcome may be.

Assignment 7.2

An accountable person has just received a section 111 assessment for additional VAT. Advise him as to what he must now do in relation to the assessment and the likely course of events to follow.

Assignment 7.3

“The Appeals procedure is a very important part of the VAT system.” Briefly discuss the necessity for such a procedure.

Assignment 7.4

“The Revenue Commissioners are tasked with the care and management of the VAT system.” List some of the powers of the Revenue Commissioners and discuss two such powers in detail.

Assignment 7.5

Answer true or false to each of the following statements:

(a) Every accountable person is obliged to keep full and true records.

(b) When in doubt, an accountable person must file an expression of doubt with the Revenue.

(c) The two Appeal Commissioners sit jointly at appeal hearings.

(d) All authorised officers of the Revenue Commissioners may inspect a trader’s books and records.

(e) The Revenue Commissioners may make a determination in relation to the rate of VAT applicable to the supply of particular services or goods.

(f) The Revenue Commissioners have the power to mitigate penalties.

Outline the circumstances and discuss any relevant conditions.

Chapter 8: Overview of the Irish Income Tax System

Assignment 8.1

Describe the legislative framework of income tax.

Assignment 8.2

“Income is summarised into various classifications for tax purposes.”

(i) Explain why this is necessary.

(ii) Identify and classify the various sources of income according to Schedule and Case.

Chapter 9: The Scope of Income Tax

Assignment 9.1

Explain the concepts of residence, ordinary residence and domicile, and outline the implications of these concepts on an individual’s liability to Irish income tax.

Assignment 9.2: ABC Inc.

ABC Inc. is a US corporation with subsidiaries in various European countries, including Ireland. The company will shortly assign a US citizen to Ireland for a temporary period to assist with the implementation of a programme in the Irish subsidiary, ABC limited. The two-year assignment will commence on 1 June 2022. The assignee will continue to be employed and paid by the US company.

REQUIRED:

Outline in the form of a letter to ABC Inc. the assignee’s position with regard to residence, ordinary residence and domicile.

You should also include special assignee relief provisions as part of your answer.

Chapter 10: The Self-Assessment System

Assignment 10.1

(a) Explain the criteria used to determine if an individual is a chargeable person.

(b) Explain what impact “pay and file” obligations have for a chargeable person. Your commentary should deal with:

  – options available in determining the amount of preliminary tax to be paid;

  – implications for late filing of a tax return;

  – implications for late payment of tax.

Assignment 10.2

Taxpayers chargeable under Schedule D are obliged to retain records which will enable true returns to be made of profits or gains.

(a) What records are required to be retained?

(b) How long must the records be retained?

Assignment 10.3

If the Inspector of Taxes is not satisfied that the entries are accurate, he may select the tax return for audit. Explain the processes that may be employed to examine the tax return.

Chapter 11: Tax Credits, Allowances and Reliefs

Assignment 11.1

Write an explanatory note on the following:

(i) tax relief on medical expenses including nursing home expenses, and employment of a carer.

(ii) tax relief on pension contributions;

(iii) tax relief under the Home Renovation Incentive scheme for homeowners and landlords.

(iv) tax relief under the Help to Buy scheme for first-time buyers

Assignment 11.2

Mary and Tom are married and have recently had a baby. Mary plans to take a career break from her job in the bank until their child starts school. They are concerned about their tax position and have asked you to identify:

(i) how their tax rate and tax band might be affected;

(ii) what additional tax credits may be available and what tax credits they might lose;

(iii) if their tax position would be improved if both Mary and Tom job-shared 50/50.

(iv) tax relief under the Help to Buy Scheme for first time buyers

Assignment 11.3

Recent Finance Acts introduced a new relief for investment in shares in certain qualifying companies. Write an explanatory note for a client who is liable to income tax at the marginal rate. Your note should consider the amount of tax relief available on a qualifying investment. 

Chapter 12: Relief for Charges and Interest

Assignment 12.1

“Covenants in respect of covenantor’s minor children are ineffective for tax purposes” Discuss. 

Chapter 13: Taxation of Married Couples

Assignment 13.1

Mary and John plan to get married soon. Mary is a self-employed hairdresser and John is an executive officer in the Civil Service. They are unclear of the income tax implications (if any) of getting married.

Write a letter to Mary and John describing the different bases of assessment that may apply to them for income tax purposes when they get married.

Chapter 14: Income from Trades and Professions

Assignment 14.1

You have been asked by an accountant to assist him on an issue which has arisen during the course of a Revenue audit.

The Inspector has discovered that the client, who is a classic car enthusiast, has made purchases of vintage cars over a number of years. During the years 2008 to 2021, he purchased 12 motor vehicles, five of which were sold during the period. In each case, the sales proceeds were expended on the purchase of a further motor vehicle.

The remaining vehicles were sold to a wedding hire business in 2022.

The client has always maintained this was a hobby, but the accountant is worried by the Inspector’s questions.

You are requested to write to the accountant advising him regarding the client’s tax position on this issue. You should make specific reference to case law in your advice.

Assignment 14.2

Badges of Trade

The Royal Commission on the Taxation of Profits and Income, which reported in 1954, claimed to identify a number of “badges of trade”, i.e. factors which were likely to have a greater or lesser significance when deciding whether or not a transaction was in the nature of trade.

REQUIRED:

Name the six badges identified and give a brief explanation of the significance of each.

Assignment 14.3

Commencement and cessation rules

(a) Indicate how you would determine the date of commencement of a trade. Your answer should refer to relevant case law.

(b) Indicate how you would determine the date of cessation of a trade. Your answer should refer to relevant case law.

(c) Summarise the rules for taxing of post cessation receipts.

Assignment 14.4

(i) An individual who has traded successfully for a number of years is considering incorporating their business. Give the advantages and disadvantages of incorporation. 

(ii) Give the income tax implications of transferring the trade to a company.

Chapter 15: Adjusted Income Tax Computation

Assignment 15.1

Explain the meaning of “wholly and exclusively”, supporting your answer with reference to relevant case law.

Assignment 15.2

Income v capital expenses

Discuss by reference to decided case law the main considerations that arise in deciding whether an expense of a trade is of a revenue or capital nature.

Chapter 16: Capital Allowances

Assignment 16.1

“Plant or machinery”

Allowances are provided to a person carrying on a trade who incurs expenditure on the provision of “machinery or plant” for the purposes of the trade.

The phrase “machinery or plant” is not however defined in the legislation and you are required to discuss the meaning of the phrase by reference to case law.

Assignment 16.2

Industrial buildings

A client, Mr Robinson, has contacted you in connection with plans he has just lodged with his Local Authority for construction of a factory into which he will move his furniture manufacturing and retail business. He has heard that he may not be entitled to any “tax allowances” for the building and is naturally concerned.

Write to Mr Robinson and advise:

(i) what tax allowances are available;

(ii) what the definition of industrial building includes;

(iii) what expenditure is excluded;

(iv) what qualifying expenditure can be claimed.

Chapter 17: Losses

Assignment 17.1

Outline the ways in which trading losses can be relieved for Irish income tax purposes.

Assignment 17.2

“Taxpayers are not obliged to claim relief for trading losses.”

You are required to identify circumstances under which claims for trading losses may be deferred, and the procedures involved in making a claim for loss relief. 

Chapter 18: Taxation of Partnerships

Assignment 18.1

Explain what is meant by the term “partnership”. Your answer should include reference to relevant case law.

Assignment 18.2

Explain the rules that apply when:

(1) a partner joins a two-partner firm;

(2) a partner leaves a three-partner firm;

(3) a partner leaves a two-partner firm.

You should consider income and capital allowance implications on all partners in your answer.

Chapter 19: Taxation of Interest, Dividends and Rental Income

Assignment 19.1

A friend of yours has just acquired his first investment property. It is a residential property and he plans to let it as soon as possible. However, he needs your advice on the income tax implications of letting this property.

Draft a letter to your friend setting out, in detail, the income tax implications of letting a residential property. Your answer should include specific reference to basis of assessment, allowable deductions, capital allowances and rental losses.

Assignment 19.2

“While the rate of interest paid is an important consideration when making an investment, the taxation implications may prove more influential on the return on one’s investment”.

Explore the above statement in the context of additional investment income of €25,000 receivable as either Deposit interest or Irish Dividends by:

(i) A 35 year old single high earning taxpayer earning in excess of €50,000 per annum.

(ii) A 35 year old single taxpayer with no other source of income.

You should illustrate your answer with worked examples. (You may ignore the Employee tax credit/Earned income tax credit.)

Chapter 20: Taxation of Income from Office and Employment

Assignment 20.1

Mary Walsh is well known for her skills as a computer programmer. AB Limited has decided to change its bookkeeping arrangements. The company has already invested heavily in computer hardware and has no wish to make any further purchases. The directors are of the view that if it were possible to engage the services of Mary Walsh, she would have sufficient competence to customise software specific to their needs. A meeting is set up with Mary Walsh to discuss their requirements. She is satisfied that she will be able to deliver what is required. It is expected that the work will take approximately three months to complete and on completion Mary Walsh will be paid €50,000. However if the work does not match entirely the required specifications, she will receive no payment. Mary Walsh is not required to carry out the work on the premises of AB Limited.

REQUIRED:

AB Limited is aware of the importance of being able to distinguish between a contract of service and a contract for service. Based on the facts, you are to advise AB Limited on how to make the distinction between a contract of service and a contract for service.

Assignment 20.2

Explain the criteria necessary for expenses incurred in an employment to qualify for tax relief. Refer to case law where relevant.

Assignment 20.3

Employed v self-employed

It may sometimes be difficult to determine whether an individual is providing services under a contract of service (employed) or under a contract for services (self-employed).

REQUIRED:

You are required to discuss both forms of contract and their tax implications. Your discussion should include reference to relevant case law and the main factors to be taken into account in determining whether an individual is providing services under a contract of service or under a contract for services.

Assignment 20.4

Share based remuneration is an attractive incentive to employees. In relation to the following types of share based rewards, discuss the implications of each from an employer and employee perspective.

(i) Share options

(ii) Approved Profit sharing schemes

(iii) Restricted shares

(iv) Restricted Stock units

(v) Save As You Earn Share schemes

(vi) Key Employee Engagement Programmes

Chapter 21: Benefits in Kind

Assignment 21.1

Mary is currently negotiating a remuneration package with her new employer. She is possibly interested in receiving some non-cash benefits from her employer. You are required to draft a letter to Mary outlining how the following benefits would be valued for tax purposes:

■ Company car;

■ Living accommodation;

■ Preferential loan.

Chapter 22: Termination Payments

Assignment 22.1 – XYZ Limited

Redundancy payments

Paul Smith is the Human Resources manager in XYZ Limited, an Irish manufacturing company which exports mainly to the UK. As a result of BREXIT, the company has suffered a downturn in financial performance and will be forced to make a number of staff redundant.

REQUIRED:

You are required to prepare a note for employees outlining the tax treatment of the redundancy package, which will include:

■ Statutory redundancy;

■ Pay in lieu of notice; and

■ An ex gratia lump sum (five weeks’ pay for each year of service).

Chapter 23: Operation of PAYE/PRSI System

Assignment 23.1

Jason is a recently qualified physiotherapist who has recently established a consulting room and is considering employing somebody. You are required to write an explanatory note to Jason outlining how the PAYE/PRSI system operates, with a particular focus on his responsibilities as an employer.

Chapter 24: Basic Principles of Capital Gains Tax

Assignment 24.1 – Frank

Frank and his wife are resident in Ireland for tax purposes but domiciled in France. Frank made the following disposals of assets in 2022:

■ Disposal of unquoted Irish shares in May 2022, which derive the greater part of their value from plant and machinery;

■ Disposal of his shareholding in a UK company in April 2022. He lodged the proceeds to a UK bank account;

■ Disposal of a holiday home in Donegal in August 2022;

■ Disposal of his shareholding in a French company in December 2022. He transferred the sales proceeds to his wife, Joan, and she remitted these proceeds to Ireland.

REQUIRED:

(a) Identify which, if any, of the above gains trigger a charge to Irish CGT.

(b) Identify the due date for payment of any CGT liabilities arising.

(c) Identify the due date for filing details of the CGT liabilities arising with the Revenue.

(d) Identify how he could have reduced his CGT liability in Ireland

Assignment 24.2

Exempt Assets/Specified Assets

(a) Certain assets are exempt from capital gains tax. Give nine examples of such assets.

(b) An individual who is neither resident nor ordinarily resident in Ireland is chargeable to Irish CGT on the disposal of a “specified” asset. Give four examples of such “specified” assets.

Chapter 25: Computation of Gain or Loss

Assignment 25.1

Non-Wasting Assets

There is a marginal relief available in respect of certain disposals of non-wasting assets. Outline details of this marginal relief.

Assignment 25.2

Market Value

For the purposes of capital gains tax, market value is in certain situations substituted for the consideration, if any, given or received on the transfer of an asset. Outline the circumstances where this rule applies.

Assignment 25.3

Losses

Outline how a capital loss arises, and how it may be utilised, for capital gains tax purposes.

Chapter 26: Advanced Computational Issues

Assignment 26.1: Jane Bryant

Bed and breakfast rules

Your client, Jane Bryant, has disposed of a holding of shares and has realised a substantial gain. She also has a holding of shares in a technology company that has reduced substantially in value since she bought the shares. She does not want to sell these technology shares as she believes that they will increase in value in the near future. However, she is considering selling the shares and repurchasing them within a short period of time. She believes that this would enable her to realise a loss, which can be offset against the gain that she has realised on the shares she has already sold. As she believes that the technology shares could increase in value at any time, she wants to immediately re-acquire the same number of shares in the technology company. Now in December 2022, she wants you to advise her as to whether or not this approach will be tax effective.

REQUIRED:

Write to Jane Bryant advising her as to how the bed and breakfast rules operate so that she cannot utilise the loss in the manner suggested.

Assignment 26.2: Esther Long

Disposal of development land

Esther bought a twenty two-acre plot of agricultural land in Co. Wicklow in January 1990. The land was rezoned residential in December 2013. She obtained planning permission in January 1996. However, she did not develop the land. In February 2022, she has been made a very attractive offer of €10,000,000 for the land by a local developer who plans to build apartments on the site. The current use value of the land is €500,000 if it had not been re-zoned residential. In January 2021, she sold shares at a loss and is planning to offset this loss against the gain on the land in Wicklow.

REQUIRED:

Write to Esther Long explaining what is meant by development land and describe the CGT restrictions that will apply to Esther should she sell the site to the developer and whether she will be able to offset the losses from the sale of the shares in January 2021 against the gain on the land. Also explain the onerous CGT restrictions that would have applied if she had disposed of the land in 2014.

Chapter 27: CGT Reliefs

Assignment 27.1

The Abolition of Roll-over Relief

Up to the date of Budget 2003, i.e., 4 December 2002, a relief known as “roll-over relief” enabled businesses to defer capital gains tax on realised capital gains in certain circumstances. The relief allowed a business to defer payment of the capital gains tax liability arising on the disposal of business assets, provided the proceeds of disposal were reinvested in replacement business assets within an appropriate timeframe.

This was clearly a very important relief for businesses. Those who needed to expand could invest in larger premises without incurring a capital gains tax liability. Those who needed to relocate to alternative geographic locations for commercial reasons could also avail of the relief. In addition, the relief enabled businesses to invest in state-of-the-art equipment and technologies without incurring a liability to capital gains tax in the process of upgrading. In the case of land compulsorily acquired for road widening purposes, farmers were able to avail of roll-over relief in order to maintain their original level of business without triggering a charge to capital gains tax. The relief was based on the premise that no charge to capital gains tax should arise until surplus funds were actually extracted from the business.

On Budget day in 2002 (4 December), former Minister for Finance, Mr McCreevy announced the abolition of roll-over relief with immediate effect.

While the abolition of the relief may generate funds for the Exchequer by accelerating the collection of capital gains tax on certain transactions, the ultimate effect of his proposal is that capital gains tax will now be levied on gains that in substance have not been realised. This would appear to be particularly unfair in the case of landowners that have no choice but to dispose of a property as a result of a compulsory purchase order. In addition, the fact that roll-over relief is no longer available may be a disincentive for businesses to expand and modernise and, accordingly, may lead to a reduction in the level of economic activity.

Discussion questions

1. Discuss the abolition of roll-over relief in the light of the three criteria used for assessing tax measures.

2. Consider the effect of the abolition of roll-over relief in conjunction with the termination of relief for inflation, i.e., capital gains tax indexation relief.

Research exercise

Comment on the termination of roll-over relief in light of the proposals set forth by the Commission of Taxation in this regard over 20 years earlier. Was the Minister acting rather belatedly on the advice of the Commission? Or did he choose to ignore the recommendations of the expert group?

Assignment 27.2

Retirement Relief and Entrepreneurs Relief

Retirement relief is a very important relief in capital gains tax. Outline:

(a) the rules to be satisfied in order for a shareholder in a company to qualify for retirement relief and the extent of the relief; and

(b) why the rules for a sole trader are different in certain ways from the rules for a shareholder.

(c) Outline the circumstances when Entrepreneurs Relief can be used in conjunction with Retirement Relief and what conditions must be satisfied to be eligible to claim Entrepreneurs relief.

Assignment 27.3: Denise

On 1 September 2014, Denise was gifted a house in Wexford by her parents. She started a degree course in Dublin a few weeks later and lived in a rented flat in Ranelagh from September 2014 until December 2021. During the summer of 2021, she decided that she would like to live in Dublin permanently. In December 2021, she purchased a residence in Rathmines and moved there from her flat. She put her first house in Wexford on the market and finally sold it in May 2022. In the period from September 2014 to December 2021, Denise spent practically every weekend in her house in Wexford. In addition, she occasionally stayed overnight in the house midweek (in order to attend family functions in Wexford), commuting from Wexford to college in Dublin the following morning. She never at any stage rented out her house in Wexford while she was studying in Dublin and had originally intended returning to Wexford to live there permanently.

She has realised a substantial gain on the disposal of the Wexford property and understands that she may be able to get relief from CGT on this gain on the basis that the house was her principal private residence for all but the last five months of ownership. She now seeks your advice on this matter.

REQUIRED:

Research the meaning of the term “principal private residence” and draft a letter to Denise:

– outlining whether or not you believe the relief should be available in her case, and

– advising her on the best course of action.

Your letter should refer to the legislation, any relevant case law and Revenue commentary.

Assignment 27.4: Incorporation

When a sole trader transfers a business to a company, relief is given by deferring the tax payable on the amount of the consideration taken in the form of shares in the company. Outline:

(a) the advantages of incorporation;

(b) the conditions which must be complied with before relief applies;

(c) the possible circumstances where the deferred tax may never become payable.

Chapter 28: General Principles of Irish Corporation Tax

Assignment 28.1: Various Incomes Ltd

Various Incomes Limited is Irish resident and has the following income and gains over a two-year period. In each case, enter the rate of corporation tax and the payment and filing dates and percentages due:











	
	
 


	
 


	
Tax rate


	
Payment amounts and filing dates





	
	
Trading Income


	
 


	
 


	
 





	
(a)


	
Profits from trading


	
31/12/2021


	
 


	
 





	
(b)


	
Profits from trading


	
31/12/2022


	
 


	
 





	
	
Capital Profits


	
 


	
 


	
 





	
(c)


	
Sale of trade premises


	
Sold on 17/6/2021


	
 


	
 





	
(d)


	
Sale of investments


	
Sold on 24/8/2022


	
 


	
 





	
(e)


	
Sale of development land


	
Sold on 13/5/2021


	
 


	
 





	
	
Investment Income


	
 


	
 


	
 





	
(f)


	
Deposit accounts


	
31/12/2021


	
 


	
 





	
(g)


	
Deposit accounts


	
31/12/2022


	
 


	
 





	
(h)


	
Dividends from Irish companies


	
31/12/2021


	
 


	
 





	
(i)


	
Dividends from French company (trading company)


	
31/12/2022


	
 


	
 





	
(j)


	
Rent of Irish property


	
31/12/2022


	
 


	
 







Assignment 28.2

Research documented in the Institute of European Affairs and the Irish Tax Institute publication One Size Fits All has shown that smaller countries tend to have lower corporation tax rates than larger countries. With the most recent accession to the EU being ‘smaller’ countries, such as Latvia, Lithuania, Malta, etc., how has the perception of Ireland as a low tax regime been affected?

Consider the impact that the effective rate of 6.25% for companies qualifying for the KDB might have on a comparison of rates.

Consideration should also be given to the planned minimum 15% corporation tax for large multinationals under OECD proposals and how this might affect these “smaller” countries.

A study of each of the most recent accession countries’ corporation tax regimes should be undertaken to see whether the above research data still applies and where some of the larger countries stand as regards corporation tax policy.

How might these Member States affect Ireland – taking into account that we previously had the lowest overall corporation tax rate.

Assignment 28.3

Residence

What are the criteria used for judging whether a company is resident in the State?

Assignment 28.4

Residence

State in each case if the companies listed below are resident in Ireland, giving reasons.

A. Rome Ltd

The company is based in Rome but has a production unit located in Athlone, which is run by a local manager (under instruction from Rome Ltd’s Board of Directors).

B. Paris Ltd

This is a French company with a branch in Donegal run by a manager on assignment from the company’s Paris headquarters.

C. Madrid Ltd

The company was incorporated in Ireland in 1984. It moved its central management and control to Spain in 2013 from where it now operates. Whilst the trade in Ireland has been downgraded it remains open.

D. Dublin Ltd

This is a company trading in Ireland with a branch in Lisbon.

E. Berlin Ltd

The company is incorporated in Germany from where all its trade generates. It owns an apartment block in Limerick.

F. Boston Ltd

The company which is incorporated and trading in Ireland is owned and controlled by US citizens from Boston. The company was incorporated in 2020.

Assignment 28.5

Filing Dates

(a) For the accounting period ends listed below give the return filing dates:

 Year ended 31 December 2021

 Period ended 28 February 2022

 Year ended 31 December 2022

 Year ended 30 June 2022

(b) If a company was non-resident and had no trade or rental income in the state and sold an investment asset in January 2022, when is the preliminary tax and the return filing due?

Chapter 29: Calculating the Corporation Tax Liability

Assignment 29.1

Income tax v Corporation tax

What are the main differences between the calculation of income tax and corporation tax liabilities?

Assignment 29.2

Commencement

Tadhg Limited was incorporated on 1 May 2020. Its shareholders subscribed for €10,000 in share capital which the company immediately placed on deposit in an interest-bearing account.

The company commenced trading on 1 October 2020 and the first accounts were prepared from that date to 31 December 2021.

A change in local markets forced the company to cease trading in May 2022 and it was voluntarily wound-up on 17 May 2022.

Identify Tadhg Limited’s accounting periods for taxation purposes.

Assignment 29.3

Research and Development

Development Limited commenced to trade in 2003 as a developer and manufacturer of chemical compounds. Its research and development expenditure over the years was as follows:

2018 – €60,000

2019 – €50,000

2020 – €100,000

2021 – €120,000

2022 – €110,000

In 2022, the company built a research and development plant at a cost of €1,000,000. The company received a contribution of €250,000 from the IDA for the building.

Calculate the total research and development credits claim over the years 2018 to 2022. The specified relevant expenditure on the building is 55%. 

Chapter 30: Losses

Assignment 30.1

Various losses

For each of the companies below, identify the loss relief available and the section in TCA97 which grants the relief:

1. Joanne Limited: Loss in its building trade and a profit in its retail trade.

2. Brookwood Limited: Loss in its pub trade and a profit from the apartment it rents out above the pub.

3. Florence Limited: Paid charges to a patent holder for a process it uses in its trade.

4. Monterosso Limited: Incurred a loss on the property it rents out due to repairs carried out during the year. This is its first loss since it first purchased the property in 2016.

Assignment 30.2

Loss Sections

For each of the legislative references listed below briefly describe the loss relief allowable:

s243A TCA97

s396B TCA97

s399 TCA97

s396A TCA97

s396(1) TCA97

s308(4) TCA97

s396B(5) TCA97

s243B TCA97 

Chapter 31: Groups: Payments, Losses and Transfers of Assets

Assignment 31.1 – The H Group

Group/consortium relief

The group structure of the H group can be illustrated diagrammatically as follows.

[image: ]

All of the companies are trading companies whose share capital consists of ordinary shares only and all are EU resident.

REQUIRED:

(a) Identify the groups for the following purposes:

(i) group relief for losses;

(ii) relief from corporation tax on chargeable gains arising on intra-group transfers of assets.

(b) Describe the tax treatment of a transfer of an asset from one group to another where the asset was a fixed asset of the first company but forms part of the trading stock of the second company.

(c) State, giving reasons, which of the above companies can surrender trading losses to other companies, in each case identifying these other companies concerned.

(d) Explain the rules regulating the amount of the loss which can be surrendered in each case.

Assignment 31.2

Loss/Consortium Groups

The structure of the Loss Group is as follows:

A Ltd owns 30% of Loss Ltd

B Ltd owns 30% of Loss Ltd

C Ltd owns 30% of Loss Ltd

D Ltd owns 10% of Loss Ltd

E Ltd owns 90% of C Ltd

E Ltd owns 90% of D Ltd

All of the companies are trading and their share capital consists of ordinary share capital only and all are Irish residents.

REQUIRED:

Identify the companies that can transfer losses to each other. 

Chapter 32: Close Companies

Assignment 32.1

Close Companies

Mr A has asked you to advise him on the following transactions which have occurred in his company. By way of background both he and his wife own the entire €100 ordinary share capital equally and are directors.

1. Mr A took a loan from the company of €10,000, which remains outstanding.

2. Mrs A lent €20,000 to the company at 11% per annum, which has not yet been repaid.

3. The company paid for a holiday during the year for both Mr and Mrs A.

4. A year later the company formally forgives the loan granted in 1. above.

REQUIRED:

Please advise Mr A about the taxation implications of the four transactions listed above.

Assignment 32.2

Close Companies

Mr B is concerned that he and his brother’s company is close. They are the sole equal shareholders. He wants to know whether he can avoid close company status by introducing family members. The brothers each have five married sons.

REQUIRED:

Formulate your advice to Mr B and his brother.

Chapter 33: Basic Principles of Capital Acquisitions Tax

Assignment 33.1

“The administration and payment of Capital Acquisitions Tax (CAT) is unique”

(a) Outline the obligation to file a return on both the donee and successor (with timelines).

(b) Outline the obligation with regard to the payment of CAT.

(c) Outline the surcharge and other penalties, which may arise as a result of an undervaluation of assets.

Assignment 33.2

Gifts or inheritances of dwelling houses may be exempt from CAT in certain circumstances.

Outline the circumstances and discuss any relevant conditions.




Questions

 

2 VALUE-ADDED TAX QUESTIONS

Chapter 3: The General Principles

Question 3.1: VAT payable – Trader

Identify the output VAT payable, the input VAT deductible, and compute the periodic VAT liability of a trader from the following information relating to the period 1 July – 31 August 2022:

Sale of alcohol products €1,000,000 (including VAT);

Provision of restaurant services €3,601,321.61 (including VAT);

Purchase of zero-rated foodstuff €300,000;

Purchase of alcoholic drinks €300,000 (excluding VAT);

Purchase of kitchen equipment €150,000 (excluding VAT);

Waste-disposal charges €20,000 (excluding VAT).

Question 3.2: VAT Rates

(a)	Why are there different rates of VAT?

(b)	Identify the rates of VAT currently applicable in Ireland and indicate some factors, which might influence the level of each of the rates.

(c)	For the following items, calculate the amount of VAT applicable in each case and indicate if the amount is input VAT or output VAT. You may assume that the individual is an accountable person and that the sale/purchase is in the course of a taxable trade during September – December 2022.


	Purchase of daily cleaning contractor services €7,000 (exc VAT)

	Sale of bottled water €25,000 (inc VAT)

	Sale of a used fridge unit €8,000 (inc VAT)

	Annual Rates charge of €10,000 (received from Fingal County Council)

	Periodic Water charges €1,000 (received from Irish Water)



Chapter 4: Cross-Border Trade

Question 4.1: VAT liability – Internet Trader

In the year 2022 an Irish trader made B2C sales of model railways totaling €800,000 to Consumers in Germany, the UK, Norway and the Netherlands.

The sales were as follows:

Germany – €250,000 [VAT rate 19%]

Great Britain – €400,000 [VAT rate 20%]

Norway – €50,000 [VAT rate 25%]

Netherlands – €100,000 [VAT rate 21%]

The above amounts include any VAT which the Irish supplier is obliged to charge.

A	- In relation to the EVR reporting in respect of Germany and the Netherland, what amount of VAT must be reported for each country?

B	- In relation to Great Britain and Norway, how can the Irish supplier treat his/her supplies from a VAT perspective?

Chapter 5: Accounting for VAT: Invoicing, Deductions and Special Procedures/Categories

Question 5.1: Publican

A publican has the following transactions in the year to 31 August 2022.








	
Sales


	
€





	
Bar and cigarette sales


	
1,300,000





	
Food sales


	
360,132





	
 


	
 





	
Purchases


	
 





	
Drink and cigarettes


	
600,000





	
Raw food (0%)


	
80,000





	
Standard rated food (23%)


	
10,000





	
Company SUV (VRT category D)


	
25,000





	
Company van


	
15,000





	
Extension to premises – builder’s cost


	
200,000





	
Professional fees associated with the extension


	
15,000





	
Subscription to UK provider of satellite TV


	
20,000





	
Once off consignment of drink from Germany


	
20,000





	
Wages


	
200,000





	
Accountancy and tax advice


	
3,000







In addition, the pub had a raffle for a charity in which it raised €1,000 and donated a prize of three kegs of beer from its stock for the winner (cost of each keg – €100). During the course of the period, the bar staff were given free drink at a cost of €12,000.

All sales figures are VAT inclusive. All purchases figures are VAT exclusive.

REQUIRED:

Compute the VAT due (output VAT), the VAT deductible (input VAT) and the VAT payable.

Question 5.2: General Retailer

A general retailer carries out the following transactions in January/February 2022:


	Sales of standard-rated goods to other VAT-registered persons – invoiced value €400,000;*

	Sales of standard-rated goods to general public – payments received €1,200,000;*

	Sales of zero-rated goods to general public – payments received €200,000;

	Purchase of standard-rated goods from other VAT-registered persons – invoices received €900,000;*

	Purchase of zero-rated goods from other VAT-registered persons – invoices received €100,000;

	Purchases of standard-rated goods from German suppliers – shipped and invoiced at €250,000;

	Purchase of crops from flat-rate farmers – payments made €50,000;* (exclusive of the flat-rate addition)

	Purchase of new SUV (VRT category D) by the retailer – €25,000;

	Advance payment to a supplier for a reduced-rate (13.5%) service not yet completed – payment made €100,000;*

	Advance payment received from a customer for standard-rated goods not yet delivered – payment received €30,000.**Note 1: All sums are VAT inclusive.
1.	Compute the VAT due (Output VAT) for the period.
2.	Compute the VAT deductible (Input VAT) for the period.
3.	Calculate the net VAT payable.
4.	By what date must the payment be made to the Collector-General?




Chapter 6: Property Transactions and Building Services

Question 6.1: Property Investor

A property investor acquires the freehold of a new mixed development consisting of three shop units each of an area of 100m2 and six overhead residential units each of 75m2 on 1 October 2021. [Assume the development costs are the same per m2 for the entire development.]

The initial interval ends on 30 September 2022.

The following transactions occur:

a.	In May 2022, he lets each of the shop units for €2,500 per month each and charges VAT at 23% on all rents.

b.	At various stages throughout 2022 he rents out three overhead apartments.

c.	In January 2022, he sells an unoccupied apartment for €225,000.

d.	With the landlord’s consent, each of the shop tenants carry out refurbishments prior to opening.

REQUIRED:

1.	Comment on the VAT treatment of each of the above events.

2.	Indicate any implications which each of the above transactions may have on any Capital Scheme adjustment which the investor may have to make at the end of the initial interval.

Question 6.2: Building Services

An Irish insurance provider (A) engages an Irish based principal contractor (B) to redevelop its head office in Dublin at a cost of €2.5m. Separately A engages a UK contractor (C) to carry out specialised roofing services to the roofs of three of its branches at a cost of €1m. The Irish based principal contractor engages both an Irish sub-contractor (D) and a French sub-contractor (E) to carry out specialist building services to the head office at a cost to him of €0.5m and €0.33m respectively.

Outline the VAT issues/considerations arising for each of A, B, C, D, and E above. 




3 INCOME TAX QUESTIONS

Chapter 9: The Scope of Income Tax

Question 9.1: Shane Dawson

Shane Dawson is single. His employer sent him on an assignment to the USA on 20 January 2020 for approximately two years. He remained on the Irish payroll during the length of his USA assignment. The assignment was successful and Shane Dawson was promoted on his return to Ireland on 20 February 2022. He was given the role of promoting the company’s business in Germany and spent a considerable amount of time travelling between Germany and Ireland. Following his return to Ireland, he spent 187 days in Ireland in 2022 with the remainder of his time spent in Germany (five trips in 2022, each lasting at least 23 days).

His salary for the full calendar year 2022 was €175,000. PAYE of €59,640 was deducted.

REQUIRED:

What is Shane Dawson’s residence position for 2022? Advise him of any claims necessary to reduce his tax liability. Calculate his Irish tax liability for 2022 (ignore PRSI and USC).

Question 9.2: Sean Higgins

Sean Higgins is married and has the following sources of income in 2022.








	
 


	
€





	
Salary paid by Irish company


	
45,000





	
UK rental income


	
12,000





	
French dividends


	
15,000





	
Total


	
72,000







Sean is resident but not domiciled in Ireland. His French dividends are paid into his UK bank account, alongside his UK rental income. None of the funds in this account were remitted into Ireland by Sean.

REQUIRED:

What is Sean Higgins’ Irish assessable income for 2022?

Question 9.3: Mary Rose

Mary Rose is a single, Irish domiciled accountant, who has been resident in Ireland for in excess of 10 years. She leaves Ireland on 1 September 2022 to take up a three-year employment contract in Canada.

Her income was as follows:









	
 


	
2022


	
2023





	
 


	
€


	
€





	
Irish salary (from 1 January to 31 August 2022)


	
70,000


	
0





	
Canadian salary (post 1 September 2022)


	
40,000


	
150,000





	
Canadian rental income (post 1 September 2022) (which was remitted into Ireland)


	
2,000


	
24,000





	
Canadian deposit interest (post 1 September 2022) (not remitted)


	
450


	
700







You may assume rates for 2023 are the same as 2022.

REQUIRED:

What is Mary Rose’s assessable income in Ireland for 2022 and 2023?

Question 9.4: Paul Ryan

Paul Ryan is an engineer for an Irish Resident trading company. As part of his duties of employment, Paul travelled to Russia to oversee the selection of a distributor for their products. He arrived in Russia on 11 January 2022 and works there until he departed on 13 April 2022. His salary is €160,000.

REQUIRED:

What is Paul Ryan’s assessable income in Ireland for 2022?

Chapter 10: The Self-Assessment System

Question 10.1: Michael George

Michael George is a doctor who has been in practice in Mullingar for many years. His total tax liabilities including PRSI and levies/USC were as follows:









	
 


	
€


	
€





	
 


	
Tax Liability


	
Preliminary Tax Paid





	
2021


	
8,900


	
8,100





	
2022


	
11,500


	
 – 







REQUIRED:

Advise Michael what his pay and file obligations for 2022 should be. (You may ignore capital gains tax.)

Question 10.2: Patrick Last

Patrick Last is a shopkeeper in Leitrim. He advises the following:








	
 


	
€





	
 


	
Income Tax Liability





	
2021


	
45,000





	
2022


	
30,000







Both the preliminary and final tax payments for 2020 were paid by the due dates. He filed his tax return for 2021on 1 December 2022 and paid his 2022 preliminary tax in full on that date also.

REQUIRED:

Advise Patrick what additional tax penalties and interest arise for 2021 and 2022. You should calculate the amounts involved.

Question 10.3: Declan Earley

Declan Earley has traded for many years and estimates that his profits for 2023 will be substantially in excess of previous years. He is doing a cash flow forecast for 2023 and would like you to calculate his preliminary tax for that year.

His annual income tax liabilities are as follows:









	
 


	
€


	
 





	
2023


	
250,000


	
(estimate based on projections)





	
2022


	
195,000


	
actual





	
2021


	
50,000


	
actual







Chapter 11: Tax Credits, Allowances and Reliefs

Question 11.1: John and Mary

John and Mary are married and are jointly assessed. During 2022, John’s taxable surplus from his business as a barrister is €100,000 and capital allowances of €5,000 are available. He received bank deposit interest of €931 (net of DIRT of €459) and interest from Government Stock of €2,500 (gross, i.e., no tax deducted). Mary earned €250,000 employment income from which €100,000 PAYE and €17,000 USC was deducted. She also received a net dividend of €750 from an Irish Quoted Company (DWT deducted €250). The family medical bill for the year is €1,250 (all qualifying expenditure), of which €700 is refundable by VHI (their qualifying health insurance insurer).

John invested €20,000 in a qualifying EIIS scheme. John suffered professional services withholding tax (PSWT) of €20,000, which was deducted from his gross fees. John received and paid his VHI renewal subscription of €1,000 (net).

REQUIRED:

Calculate the tax liability of John and Mary for the year of assessment 2022. Assure that PRSI on employment income has been correctly calculated and deducted at source and, accordingly, you are not required to include it in your computation.

Question 11.2: Mary

Mary (aged 40), a widow, has two young school-going children. Her husband died on 15 December 2019. Mary has a shop. Profit for 2022 (after adding back non-allowable expenditure) is €80,000. Capital allowances of €3,000 are available. She incurred a trading loss the previous year and the balance of the loss available for carry forward is €11,000. The flat over the shop is let and she receives rental income of €10,000 per annum. There are no expenses associated with the flat. Mary paid €4,000 in fees to an approved college for an approved part-time course in 2022. She also paid qualifying medical expenses of €425. She paid €15,000 in preliminary tax for 2022.

REQUIRED:

Calculate Mary’s tax liability for the year of assessment 2022.

Question 11.3: Husband and Wife

A husband and wife have the following circumstances for the tax year 2022:








	
Husband (aged 28)


	
€





	
Case I (Loss)


	
(8,000)





	
Case II Profit


	
20,000





	
Schedule E Pensionable Income


	
6,000





	
Case II Capital Allowances


	
4,000





	
Case V Rental Income


	
2,500





	
Retirement annuity contribution


	
3,700





	
Wife (aged 32)


	
€





	
Schedule E (Non-Pensionable)


	
15,000





	
Case V Rental Income


	
8,500





	
Case V Capital Allowances


	
3,500





	
Retirement annuity contribution


	
2,400







What tax relief can be claimed in 2022 in respect of the retirement annuity contributions?

Question 11.4: Gerry O’Brien

Gerry O’Brien had the following sources of income for 2022:








	

	Income from self-employment




	
€112,000





	

	Income subject to DIRT 




	
€1,000





	

	Income from PAYE employment




	
€50,000







REQUIRED

Calculate Gerry’s USC liability for 2022.

Chapter 12: Relief for Charges and Interest

Question 12.1: Ali Martin

Ali Martin is self-employed. His adjusted Case I profit for the year ended 31 December 2022 is €100,000. During the year 2022, he paid the following:


	Patent royalties of €15,000 from which he deducted tax at the standard rate; and

	€7,000 under a Deed of Covenant to his niece (who is permanently incapacitated), from which he deducted tax at the standard rate.
Ali Martin is single. He owns a house in Northern Ireland, which is his principal private residence. During 2022, he paid mortgage interest in the amount of €9,000 on a loan, which he had taken out in 2012 in respect of his property in Northern Ireland. He does not qualify as a first time buyer.




REQUIRED:

Calculate Ali Martin’s income tax liability for 2022.

Question 12.2: Martin McClean

Martin McClean runs a business which manufactures vacuum cleaners.

(i)	He uses a patented invention in his process. His royalty charge for 2022 was €15,000, of which he paid €7,500 during the year.

(ii)	Martin has a loan of €90,000 (taken out in November 2011) which he borrowed to acquire a 1% share in VAC plc, an unquoted company which distributes vacuum cleaners, of which Martin is a full-time director. Interest paid on the loan for 2022 was €5,000.

(iii)	Martin also took out a loan of €100,000 to buy 10% of Ream Ltd, a competitor. He is not a director or employee of this company and interest paid for 2022 was €10,000.

REQUIRED:

Advise Martin McClean what the implications of each payment is.

Question 12.3: Pierre Chirac

Pierre Chirac is aged 32 and is a single person. He is Irish resident and ordinarily resident but French domiciled. He is employed by Technology Ltd, an Irish subsidiary of a French multinational company. During 2022, he received a salary of €90,000 and Benefit in kind for his company car of €4,824 from Technology Ltd, PAYE of €29,000 and USC of €5,400 was deducted per his P60.

His employer operates a contributory pension scheme. Pierre contributed €4,000 to the scheme during 2022.

Pierre also received investment income in 2022 as follows:








	
	
€





	
Interest on Government securities


	
50





	
Deposit interest received (net of DIRT of €33)


	
67





	
UK dividends


	
80





	
Dividend from Irish Quoted company (net of dividend withholding tax of €26)


	
78





	
Rental income from a house in Paris


	
8,000





	
Interest income on his bank account in Paris


	
120







Pierre received the rental income from his house in Paris directly into his Irish bank account. His UK dividends are lodged to his French bank account. He did not remit any money from his French bank account.

Pierre took out a mortgage when he bought an apartment in Dublin in 2014. The mortgage interest for 2022 was €3,000. He rented out the second bedroom in the apartment and received rent of €5,000 in 2022.

REQUIRED:

Calculate Pierre’s income tax liability for 2022. Assume that PRSI on employment income has been correctly calculated and deducted at source and, accordingly, you are not required to include it in your computation.

Chapter 13: Taxation of Married Couples

Question 13.1: Jack and Ann Grace

Jack and Ann Grace are Irish resident and domiciled and are in their forties. They are jointly assessed for tax purposes. His annual salary was €30,000 and PAYE of €2,000 and USC of €790 was deducted per his P60 in 2022.

Ann works full-time for, and is a director of, Jewels Limited, a company that she set up with her friend five years ago. Ann owns 50% of the company and it has been very successful. During 2022, Ann received a salary of €65,000 from the company. PAYE of €4,000 and USC of €2,550 was deducted per her P60. In addition Ann received an interim dividend of €5,512 (net of dividend withholding tax of €1,838) on 1 June 2022.

On 1 May 2022, she bought an apartment that had been vacant for six months, to rent out to tenants. She borrowed most of the money at a fixed rate of 4%. The interest from 1 May to 31 December 2022 amounted to €6,400. The apartment required decorating. This was done during May at a cost of €900. The apartment was first leased out on 1 June at a monthly rent of €1,200. Advertising costs to find a tenant were €100.

Ann’s mother is seriously ill and is totally incapacitated. While her mother has a good pension, she needs financial assistance, as her medical bills are very high. Ann employs a nurse at a cost of €40,000 to mind her mother.

Jack and Ann’s daughter Vera, aged 25, works full-time and lives with them.

REQUIRED:

Calculate Jack and Ann Grace’s income tax, PRSI and USC liability for 2022. Assume that PRSI on employment income has been correctly calculated and deducted at source and, accordingly, you are not required to include it in your computation.

Question 13.2: Ken and Wendy Thompson

Ken and Wendy Thompson were married in 1993. They were jointly assessed with Ken being the assessable spouse. They separated on amicable terms in 2003. Under a legally binding arrangement, Ken must pay maintenance to Wendy. In 2022, Ken will earn €160,000 salary and pay €20,000 maintenance to Wendy. Wendy has no other income.

REQUIRED:

Ignoring PRSI, USC and time limits for elections, calculate the most favourable tax assessment for Ken and Wendy using 2022 tax rates and credits.

Question 13.3: Mark and Mary Dunne

Mark and Mary Dunne are married, both aged 42 years. Mark is a director of a small company called M&M Limited while Mary is a partner with A&G Solicitors. They have the following sources of income in 2022.









	
 


	
Mark


	
Mary





	
 


	
€


	
€





	
Employment earnings (PAYE deducted €5,000, USC deducted €1,050)


	
35,000


	
 





	
Taxable income earned as a solicitor


	
 


	
53,000





	
Deposit interest from a French Bank


	
 


	
75





	
Irish deposit interest received (net) (DIRTdeducted – €330)


	
670


	
 





	
Rent received from an Irish property


	
2,500


	
2,500





	
Dividends (net) received from an Irish plc


	
68


	
1,594





	
Dividend withholding tax (DWT) deducted on dividends


	
(22)


	
(531)







The French deposit interest is the gross amount including tax deducted at source in France.

REQUIRED:

Calculate the Dunnes’ tax liability for 2022 on the basis that they are taxed as a married couple under joint assessment. Assune that PRSI on employment income has been correctly calculated and deducted at source and, accordingly, you are not required to include it in your computation.

Question 13.4: Anthony & Caroline O’Brien

Year of Separation 

Anthony (Age 40) and Caroline O’Brien (age 35) had been married for many years until they separated permanently on 30 September 2022. Anthony moved out of the family home and into his late mother’s house, which had been recently left to him under his mother’s will. 

The couple had been jointly assessed up to 2022 and Anthony was the assessable spouse for those years.

Anthony has been in practice as an accountant for many years. Anthony also works part-time as a director of a pension company, Pension Sales Ltd. Anthony does not hold any shareholding in this company. 

Details of Anthony and Caroline’s income for 2022 were as follows:








	
Anthony’s Income


	
€







	
Tax-adjusted profit from accounting, year ended 30 June 2022


	
165,000





	
Capital allowances


	
1,250





	
Director’s fees from Pension Sales Ltd. (pensionable)


	
15,000





	
PAYE deducted


	
4,320





	
USC deducted


	
1,200





	
EU deposit interest (gross, no tax deducted)


	
2,320





	
Irish dividend income (net)


	
4,088





	
	



	
Caroline’s Income


	
€





	
Salary from HSE


	
300,000





	
PAYE deducted


	
112,000





	
USC deducted


	
21,100





	
Net rental income from warehouse


	
28,000





	
	



	
Anthony made the following payments during 2022:


	



	
	
€





	
Personal pension plan 


	
40,000





	
Permanent health insurance


	
3,682





	
Preliminary tax 2022


	
15,000





	
	



	
Caroline made the following payments during 2022:


	



	
	
€





	
Qualifying family medical expenses (21 August 2022)*


	
975





	
EIIS investment (14 May 2022)


	
30,000





	
Permanent health insurance – €3,000 per annum, payable monthly


	



	
	



	
* Caroline’s health insurer reimbursed €420 of the qualifying expenses incurred.







Anthony and Caroline have one dependent child, Ben who lived with his mother after the separation. No election has been made by the couple in the 2022 tax year for joint assessment and neither Anthony nor Caroline have been co-habiting with a new partner since they separated from each other.

REQUIREMENTS

(i)	Compute Anthony O’Brien’s income tax liability for 2022.

(ii)	Compute Caroline O’Brien’s income tax liability for 2022.

For both (i) and (ii), assume that PRSI on employment income has been correctly calculated and deducted at source and, accordingly, you are not required to include it in your computation.

Question 13.5: Jim & Paula Roberts 

Year of Death

Jim Roberts had been married for many years to Paula until Jim’s death on 15 June 2022. Jim and Paula were assessed to tax on the joint assessment basis and Jim was the assessable spouse until his death.

Jim’s salary from his employment with Auto Limited was €45,250 (PAYE deducted €5,700 and USC deducted €1,338) until date of death.

Jim owned a rental property in Limerick and the net rental profit for the year ended 31 December 2022 after all expenses was €18,000. Under the terms of Jim’s will Paula inherited this house from Jim’s estate and became entitled to the rental income from the property on Jim’s death.

Jim had been paying a premium into a permanent health insurance policy. The monthly premium was €200 per month and the premium was payable on the first of each month. 

In 2022 Paula had the following income:

(1)	Net rental income of €1,150 from a rental property in Bundoran, Co Donegal.

(2)	Net deposit interest from AIB deposit account of €1,340.

(3)	Net dividend income for 2022 was as follows: 

Date:       Holding:    €

30 April 2022    CRH*    113

30 September 2022    CRH*    169

CRH is an Irish resident company

Paula’s salary for the year was €26,800 (PAYE deducted €4,750, USC €508).

(5)	Paula received a widows pension from Jim’s employer. The amount received by Paula for the period to 31 December 2022 was €20,000 (PAYE deducted €8,400, USC €1,600). 

REQUIRMENTS

(i)	Prepare Jim’s income tax, PRSI and USC computation for 2022

(ii)	Prepare Paula’s income tax, PRSI and USC computation as a widow for 2022

For both (i) and (ii), assume that PRSI on employment income has been correctly calculated and deducted at source and, accordingly, you are not required to include it in your computation.

Chapter 14: Income from Trades and Professions

Question 14.1: Mr. Brady

Commencement/cessation calculation

Mr. Brady commenced trading on 1 April 2017 and ceased trading on 31 August 2022.

His tax-adjusted profits for each accounting period are as follows:








	
 


	
€





	
 6 months to 30 September 2017


	
8,000





	
 12 months to 30 September 2018


	
10,000





	
 12 months to 30 September 2019


	
4,000





	
 12 months to 30 September 2020


	
18,000





	
 12 months to 30 September 2021


	
21,000





	
 11 months to 31 August 2022


	
33,000







REQUIRED:

Calculate the original and final assessments (after all statutory claims and adjustments have been made) for each year from 2017 to 2022.

Question 14.2: John McFadden

Case I basis of assessment, detailed discussion question

A new client, John McFadden, who set up an electrical retail business in 2019 met with you recently. John is anxious to understand when profits earned are subject to tax. At the meeting you explained the normal basis of assessment rules that apply in an ongoing business and also the special rules that apply at the commencement and cessation of a business. In addition you computed the profits taxable in each year based on the following notional profits of a business.

Notional Profits

The business commenced 1 July 2019 and ceased 31 October 2022.








	
 Accounts period ended


	
Tax adjusted profits





	
 


	
€ 





	
 Period to 30 September 2019


	
21,000 





	
 Period to 30 June 2020


	
48,000 





	
 Year to 30 June 2021


	
52,000 





	
 Year to 30 June 2022


	
78,000 





	
 Period to 31 October 2022


	
31,000 







REQUIRED:

As John has little knowledge of taxation matters he found the rules confusing and has requested that you set out for him the basis of assessment rules together with an example based on the notional profits discussed at the meeting.

Your advice to John should include details of the basis of assessment rules that apply:


	On commencement of a business,

	Throughout a continuing business,

	At the cessation of a business, and

	When there is a change in the date to which the accounts of a business are prepared.



Question 14.3: Peter O’Reilly

Cessation

Peter O’Reilly, a butcher, ceased trading on 31 December 2022 after many years. His tax-adjusted profits were as follows:








	
 


	
€





	
Year ended 30 June 2021


	
35,000





	
Year ended 30 June 2022


	
8,000





	
Period ended 31 December 2022


	
3,000







REQUIRED:

Compute Peter’s assessable profits for 2021 and 2022.

Question 14.4: Maud

Case I basis of assessment: basic calculation

Maud, a sole trader, has been in business for many years. Her results for the last number of years are as follows:








	
 


	
€





	
Year ended 30/09/2020


	
5,000





	
16 months to 31/01/2022


	
12,000





	
9 months to 31/10/2022


	
4,500







REQUIRED:

Calculate Maud’s Case I income for the tax years 2020 to 2022 inclusive.

Question 14.5: Joe O’Leary

Change of accounting date

Joe O’Leary has been carrying on a grocery shop business for many years. He prepares accounts to the end of September in each year. Due to seasonal fluctuations in his business he subsequently changed his accounting date on a number of occasions.

His results are as follows:








	
 


	
€





	
Year ended 30 September 2019


	
20,000





	
Period to 31 October 2020


	
15,000





	
Period to 30 June 2021


	
12,000





	
Year ended 30 June 2022


	
21,000







REQUIRED:

Compute Joe’s taxable profits for the years 2019 to 2022 inclusive.

Chapter 15: Adjusted Income Tax Computation

Question 15.1: Frank Gibbons

Basic Case I

Frank Gibbons has owned a general food store for many years. His results for the year ended 31 October 2022 are as follows:









	
Notes


	
 


	
€





	
Gross profit


	
 


	
271,469





	
Expenses:


	
 


	
 





	
Light and heat


	
 


	
12,656





	
Telephone


	
(1) 


	
2,992





	
Motor and travel


	
(2) 


	
4,987





	
Repairs and renewals


	
(3) 


	
3,780





	
Bad debts


	
(4) 


	
3,005





	
Legal fees


	
(5) 


	
42,345





	
Interest on late payment of VAT


	
 


	
1,062





	
Wages and salaries


	
(6) 


	
112,550





	
Accountancy fees


	
 


	
3,364





	
General expenses


	
(7) 


	
1,875





	
Depreciation


	
 


	
    5,500





	
 


	
 


	
194,116





	
Net profit


	
 


	
  77,353







Notes

(1)	The figure for telephone includes €720, which relates to Frank’s home. He estimates that approximately 70% of the cost of his home phone bills relate to his business.

(2)	Motor and travel includes expenses relating to his own car of €3,600. The car was bought in 2016 and is used approximately 30% of the time for personal travel and 70% for business. The balance of the charge relates to mileage paid to staff.

(3)	Repairs and renewals include €900, being the cost of a cash register which was expensed in error.

(4)	The bad debts charge is made up as follows:








	
 


	
€ 





	
 Bad debts written off


	
1,200





	
 Bad debts recovered


	
(820)





	
 Increase in specific provision


	
3,150





	
 Reduction in general provision


	
 (525)





	
 


	
3,005







(5)	The legal fees charge is made up as follows:








	
 


	
€





	
 Defending unfair dismissal claim


	
8,000





	
 Pursuing bad debts


	
1,820





	
 Acquisition of building


	
25,000





	
 Defending action re: accident in shop


	
  7,525





	
 


	
42,345







(6)	The wages and salaries charge is made up as follows:








	
 


	
€





	
 Wage paid to Frank’s wife


	
11,200





	
 Staff wages (including PRSI)


	
88,200





	
 Frank’s wages


	
  13,150





	
 


	
112,550







Frank’s wife is the bookkeeper. Her wages are subject to PAYE.

(7)	General expenses include the following:








	
 


	
€





	
 Entertaining suppliers


	
350





	
 Entertaining staff


	
150





	
 Donation to an eligible charity in Jan 2022


	
525







(8)	Frank paid for a trip to Germany to attend a food fair. He paid the following out of his personal account and these have not been taken into account in calculating the profit of the business.








	
 


	
€





	
 Plane tickets


	
550





	
 Hotel meals and accommodation


	
460





	
 Drinks for people he met in the bar


	
125







REQUIRED:

Calculate the Schedule D, Case I profits assessable for 2022 for Frank Gibbons.

Question 15.2: Emily Waters

Case I: Business/home allocation

Emily Waters operates a shop in Dublin. She started the business eight years ago. The profit and loss account for this business for the year ended 31 July 2022 is as follows:










	
 


	
Notes 


	
€ 


	
€





	
Sales


	
 


	
 


	
452,294





	
Cost of sales


	
 


	
 


	
(256,897)





	
Gross profit


	
 


	
 


	
195,397





	
Building society interest


	
 


	
1,300 


	
 





	
Profit on sale of equipment


	
 


	
   580 


	
     1,880





	
 


	
 


	
 


	
197,277





	
Wages and salaries


	
(1) 


	
132,700 


	
 





	
Interest expense


	
(2) 


	
13,900 


	
 





	
Bank charges


	
 


	
3,300 


	
 





	
Repairs


	
(3) 


	
3,400 


	
 





	
Depreciation


	
 


	
4,450 


	
 





	
Motor and travel expenses


	
(4) 


	
12,322 


	
 





	
Insurance


	
(5) 


	
8,100 


	
 





	
Rates and service charges


	
(6) 


	
2,200 


	
 





	
Light and heat


	
 


	
820 


	
 





	
Telephone


	
(7) 


	
970 


	
 





	
General expenses


	
(8) 


	
   4,575 


	
(186,737)





	
Profit for year


	
 


	
 


	
    10,540














	
Notes


	



	
(1)


	



	
	
 €





	
Salary to self


	
20,000





	
Emily’s own PRSI


	
200





	
Salary to sister


	
12,000





	
Bonus to staff


	
2,500





	
Other staff salaries and employer’s PRSI


	
  98,000





	
	
132,700







(2)	The interest expense is made up as follows:








	
	
 €





	
Interest on loan to purchase premises*


	
12,000





	
Interest on loan to buy computer equipment


	
800





	
Interest on loan to fund working capital 


	
  1,100 





	
	
13,900







*In 2005, Emily purchased the premises in which the shop business is operated. The shop is on the ground floor. The top floor is a self-contained flat and it has been occupied rent free by Emily’s mother, who does not work in the business. It has been agreed with the Inspector of Taxes that one-quarter of the property insurance and light and heat relate to the flat. The flat accounts for one-third of the value of the total property.

(3)	The repairs charge includes the following:








	
 


	
€





	
 Purchase of shelving


	
730





	
 Painting inside of shop


	
600





	
 Plumbing repairs for bathroom in flat


	
800







(4)	The motor and travel expenses include the following:








	
 


	
€





	
 Lease payments relating to Emily’s car


	
4,800





	
 Motor expenses relating to Emily’s car


	
730





	
 Parking fines


	
600





	
 Holiday in Spain for Emily


	
2,000





	
 Trip to London to buy stock for shop


	
800







Emily’s car (category A, carbon emissions level 120g/km) had a market value of €30,000 when first leased on 1 May 2021.

Her mileage for 2022 was as follows:








	
 


	
Kilometres





	
 Personal


	
3,200





	
 Business


	
9,600





	
 Travel between home and shop


	
  3,200





	
 Total


	
16,000














	
(5) The insurance charge is made up as follows:


	
€





	
 Public liability insurance


	
1,400





	
 Permanent health insurance for Emily


	
2,000





	
 Property insurance


	
3,800





	
 Home insurance


	
   900





	
 


	
8,100







(6)	The rates and services charges are made up as follows:








	
 


	
€





	
 Rates


	
1,200





	
 Refuse collection from shop


	
800





	
 Refuse charge for her home


	
    200





	
 


	
 2,200







(7)	Telephone costs do not include Emily’s home telephone. She uses her home telephone for business purposes and 35% of the total charge of €1,200 is for business use.

(8)	General expenses are as follows:








	
 


	
€





	
 Donation to “eligible charity”


	
405





	
 Donation to political party


	
1,000





	
 Subscriptions to trade association


	
350





	
 Accountancy and audit fee


	
1,100





	
 Entertainment – suppliers


	
520





	
 Entertainment – Christmas party for staff


	
 1,200





	
 


	
 4,575







REQUIRED:

You are required to compute Emily’s Case I taxable profits for 2022.

Question 15.3: Victoria Roberts

Victoria Roberts is a public relations consultant. Her accounts for the year ended 31 December 2022 are as follows:









	
 


	
€


	
€





	
Fee income


	
 


	
160,000





	
Rental income


	
 


	
6,000





	
Deposit interest


	
 


	
4,000





	
Interest from An Post savings certificates


	
 


	
5,000





	
Spanish rental income


	
 


	
    5,000





	
 


	
 


	
180,000





	
Less expenses:


	
 


	
 





	
Telephone (Note 1)


	
3,000


	
 





	
Light and heat (Note 2)


	
6,000


	
 





	
Postage and stationery


	
1,100


	
 





	
Purchase of new photocopier


	
2,900


	
 





	
Wages


	
40,000


	
 





	
Subscriptions (Note 3)


	
2,000


	
 





	
Legal and professional fees (Note 4)


	
3,500


	
 





	
Drawings


	
30,000


	
 





	
Depreciation


	
5,000


	
 





	
Rent and rates (Note 5)


	
12,000


	
 





	
Motor expenses (Note 6)


	
6,000


	
 





	
Advertising


	
1,500


	
 





	
Loss on sale of car


	
5,000


	
 





	
Bad debts (Note 7)


	
20,000


	
 





	
Entertainment (Note 8)


	
5,000


	
 





	
Interest on late payment of taxes


	
2,000


	
 





	
Embezzlement by employee


	
5,000


	
 





	
Insurance


	
  2,000


	
(152,000)





	
Net profit per the accounts


	
 


	
   28,000  







Note 1: Telephone

Victoria estimates that 75% of her telephone bills relate to the business.

Note 2: Light and heat

Victoria estimates that two-thirds of the light and heat expenditure relates to the business.

Note 3: Subscriptions

The subscription expense in the accounts is broken down as follows:








	
 


	
€





	
Institute of Public Relations (PR)


	
1,000





	
Political party


	
1,000





	
 


	
2,000







Note 4: Legal and professional fees








	
 


	
€





	
Legal fees relating to dismissal of employee


	
1,500





	
Legal fees relating to acquisition of Spanish rental property


	
1,000





	
Accounting


	
1,000





	
 


	
3,500







Note 5: Rent and rates

Victoria rented a property to live in for four months at a cost of €6,000, whilst her private residence was being renovated. She rents a small office for €6,000 for the PR business.

Note 6: Motor expenses

Victoria estimates that 80% of her motor expenses relate to business use.

Note 7: Bad debts

The bad debts figure in the accounts is broken down as follows:








	
 


	
€





	
Bad debts written off


	
5,000





	
Increase in general bad debt provision


	
15,000





	
 


	
20,000







Note 8: Entertainment








	
 


	
€





	
Entertainment of customers at All Ireland Hurling Final.


	
3,000





	
Staff entertainment (Christmas party, summer barbecue)


	
2,000





	
 


	
5,000







REQUIRED:

Calculate the adjusted professional profits for Victoria for the year ended 31 December 2022.

Question 15.4: Valerie Smyth

Valerie Smyth is an Irish resident individual who carries on a trade of distributing garden furniture and equipment. Her accounts for the year ended 31 December 2022 provide the following information:










	
 


	
Notes 


	
€ 


	
€





	
Sales


	
 


	
1,900,000 


	
 





	
Cost of sales


	
(1) 


	
(1,450,000) 


	
 





	
Gross profit


	
 


	
 


	
450,000





	
Less:


	
 


	
 


	
 





	
Wages and salaries


	
 


	
126,000 


	
 





	
Rent and rates


	
 


	
62,500 


	
 





	
Light and heat


	
 


	
8,750 


	
 





	
Motor expenses


	
(2) 


	
23,350 


	
 





	
Entertainment


	
(3) 


	
6,430 


	
 





	
Subscriptions and donations


	
(4) 


	
2,400 


	
 





	
Legal and professional fees


	
(5) 


	
10,000 


	
 





	
Bank interest payable


	
(6) 


	
5,100 


	
 





	
General expenses


	
(7) 


	
1,400 


	
 





	
Finance lease interest


	
(8) 


	
1,250 


	
 





	
Depreciation


	
 


	
24,315 


	
(271,495)





	
Add:


	
 


	
 


	
 





	
Profit on disposal of fixed assets


	
 


	
1,070 


	
 





	
Bank interest receivable (gross of DIRT)


	
 


	
 100 


	
     1,170





	
Net profit


	
 


	
 


	
 179,675







Notes

(1)	Included in cost of sales is €4,000 which relates to the purchase of a fountain for a garden. This fountain was given to her sister as a 21st birthday present.

(2)	Motor expenses









	
 


	
Notes 


	
€





	
Repairs and maintenance of van


	
 


	
2,750





	
Leased vehicle


	
(8) 


	
5,500





	
Running cost of Valerie’s rally car


	
 


	
15,100





	
 


	
 


	
23,350







(3)	Entertainment








	
 


	
€





	
Entertaining potential customers


	
3,250





	
Staff Christmas party


	
1,800





	
Christmas gifts to suppliers


	
1,380





	
 


	
6,430







(4)	Subscriptions and donations








	
 


	
€





	
Business magazine subscriptions


	
1,050





	
Donation to St Vincent de Paul


	
75





	
Sponsorship of local GAA team


	
1,275





	
	
2,400







(5)	Legal and professional fees








	
	
€





	
Accountancy and bookkeeping fees


	
4,500





	
Legal fees re: employee dispute


	
3,250





	
Fees re: abortive purchase of premises


	
  2,250





	
 


	
10,000







(6)	The bank interest is made of the following:








	
	
€





	
Interest on overdraft


	
1,200





	
Interest on term loan


	
2,400





	
Interest on loan to buy house in Bulgaria


	
1,500





	
	
5,100







(7)	General expenses








	
	
€





	
Drinks at sisters’ 21st birthday


	
120





	
Refuse charge for her home


	
520





	
Other (all allowable)


	
   760





	
	
1,400







(8)	Leased assets

The business entered into a six-year lease of a motor car costing €43,000 with carbon emissions of 150g/kg (Category C) on 1 July 2020. The car cost €50,000, new in 2019. The running expenses for the period amounted to €5,500. The capital element of the lease paid during the period was €9,000. The market value of the motor car on 31 December 2022 was €35,000.

REQUIRED:

Calculate the Case I trading income of Valerie Smyth for the year ended 31 December 2022.

Chapter 16: Capital Allowances

Question 16.1: Mr. Black

Mr. Black is a self-employed printer. He makes up his accounts to 31 December each year. The tax written down value of his machinery on 1/1/2022 was as follows:










	
 


	
Printing


	
Printing


	
Printing





	
 


	
Machine A


	
Machine B


	
Machine C





	
 


	
12.5%


	
12.5%


	
12.5%





	
Cost


	
€1,200,000


	
€800,000


	
€120,000





	
TWDV 1/1/2022


	
€300,000


	
€500,000


	
€90,000







Mr. Black had the following acquisitions and disposals in the year ended 31 December 2022:

Printing Machine A was sold on 1 March 2022 for €200,000.

A new printing Machine “D” was acquired on 1 June 2022 for €1,200,000. Mr. Black obtained a government grant of €200,000 towards the acquisition cost of Machine D.

Mr. Black acquired a new BMW on 1 September 2022 for €50,000 with carbon emissions of 160g/km (Category D). Mr. Black does 32,000 km per annum, which includes 8,000 private km.

REQUIRED:

Prepare Mr. Black’s capital allowance computation for the tax year 2022.

Question 16.2: Elaine

Elaine makes up accounts each year to 31 March. In 2021, she decided to change her accounting date to 31 October. Her profits were as follows:








	
Year ended 31 March 2020


	
€100,000





	
Year ended 31 March 2021


	
€130,000





	
Period ended 31 October 2021


	
€35,000





	
Year ended 31 October 2022


	
€160,000







The details of Elaine’s capital allowances were as follows:









	
	
	
TWDV





	
	
Cost


	
31/12/2019





	
Machine A


	
€32,000


	
€16,000





	
Machine B


	
€64,000


	
€32,000







Machines A and B qualify for capital allowances at a rate of 12.5%. Machine C was acquired on 1 April 2021 for €50,000. Machine D was acquired on 1 November 2021 for €100,000.

REQUIRED:

Calculate the assessable profits and capital allowances of Elaine for 2020, 2021 and 2022.

Question 16.3: John Leamy

Capital allowances

John Leamy has been carrying on a trade for a few years. He prepares his accounts annually to 31 December.

He acquired the following assets during the year ended 31 December 2022:

	– plant costing €90,000 – he received a grant of €10,000 from Enterprise Ireland towards the cost of the plant;

	– a machine costing €20,000;

	– fixtures and fittings costing €11,000;

	– a car costing €30,000 with carbon emissions of 150g/kg (Category C) – of his mileage of 15,000, 25% was personal;

	– a truck costing €39,000.

There was a problem with the fixtures and fittings and they were not put into use until 3 February 2023. All the other acquisitions were put into use immediately.

Set out below is the information regarding his plant and machinery as at 1 January 2022.










	
 


	
Year of acquisition


	
Qualifying cost


	
TWDV





	
	
	
€


	
€





	
Machinery


	
2015


	
10,000


	
1,250





	
	
2016


	
30,000


	
7,500





	
	
2017


	
15,000


	
5,625





	
Trucks


	
2015


	
25,000


	
3,125





	
	
2016


	
45,000


	
11,250







REQUIRED:

Calculate the capital allowances due to John Leamy in respect of the tax year 2022.

Question 16.4: John O’Neill

Capital allowances

John O’Neill is a builder and makes up his accounts to 30 November each year. During the period ended 30 November 2022, he incurred the following expenditure:









	
Date


	
Asset


	
Cost





	
	
	
€





	
10 February 2022


	
New printing machinery


	
10,000





	
1 May 2022


	
New computer equipment


	
6,500





	
12 August 2022


	
New motor car (carbon emissions Category C 150g/kg)


	
50,000





	
15 November 2022


	
New van


	
18,000





	
30 November 2022


	
Second-hand forklift truck


	
8,500







With the exception of the van, which had some mechanical faults, all of the above assets were put into use immediately when they were acquired. The van was put into use on 14 January 2023.

Mr O’Neill disposed of the following assets during the year.








	
	
€





	
12 March 2022 – proceeds from sale of machinery


	
1,500





	
(This was purchased on 1 December 2017 at a cost of €15,000)





	
10 August 2022 – proceeds from sale of car


	
18,500





	
 (purchased in July 2020 at a cost of €25,000)







The private use associated with both the old and new car is 25%.

The qualifying cost and tax written down values of assets owned by Mr O’Neill at 1 January 2022 were as follows:









	
	
Cost


	
TWDV





	
	
€


	
€





	
Motor cars (two)*


	
55,000


	
18,000





	
Machinery – 12½% straight line


	
40,000


	
13,750





	
Computer equipment – 12½% straight line


	
11,000


	
9,625







* The other motor vehicle was purchased in May 2001, when the maximum allowable cost was €21,585.

REQUIRED:

(a)	Prepare Mr O’Neill’s capital allowances computation for the tax year 2022.

(b)	Explain briefly what characteristics an asset must have in order to be regarded as plant or machinery that would be eligible for capital allowances.

Question 16.5: Mr. A

Commencement/Capital allowances

Mr. A commenced trading on 1 October 2020 and makes up his accounts to 30 September each year. In the year ended 30 September 2021, he purchased the following assets, which were put to use immediately.









	
Van


	
€3,000


	
 on 1 October 2020





	
Office furniture


	
€800


	
 on 31 December 2020





	
Printer


	
€640


	
 on 31 March 2021





	
Machinery


	
€3,200


	
 on 30 September 2021







There were no additions during the years ended 30/09/2022 and 30/09/2023.

REQUIRED:

Calculate the relevant capital allowances for the first three years of assessment.

Question 16.6: Mr. Moran

Land dealer/builder

Mr. Moran, a land dealer/builder by trade, constructed an industrial building at a cost of €500,000 between June 2007 and March 2008. He originally acquired the site at a cost of €80,000 in May 2005. He paid stamp duty of €5,000 on the site and his legal fees amounted to €1,800.

In September 2008, Mr. Moran sold the building to Mr. Jones for €800,000, who used the building for the purposes of a qualifying trade. Jones trades as a sole trader and prepares his accounts each year to 31 December. He commenced using the building on 1 November 2008. However as the building proved surplus to requirements, Jones sold it to Mr. Maloney on 1 August 2022 for €950,000, who continues to use it for the purposes of a qualifying trade.

You are required to:

(i)	Calculate the capital allowances that are due to Mr. Jones.

(ii)	Calculate the amount of any balancing charge that will arise for Mr. Jones on the sale of the building and state the tax year in which it arises.

(iii)	Calculate the capital allowances due to Mr Maloney on the purchase of the building.

Question 16.7: Phelim Molloy

Phelim Molloy has owned a drapery store for many years. In recent years he has not traded as successfully as he did in earlier years. After doing some market research he decided that he would need to totally revamp the fittings in the store if he were to improve his trading results. Therefore he undertook a major capital expenditure programme between 1 June 2021 and 31 December 2022.

His results for the years ended 31 December 2021 and 2022 are as follows:











	
	
 Year ended 31 Dec. 2021


	
 Year ended 31 Dec. 2022





	
	
€


	
€


	
€


	
€





	
Gross profit


	
	
28,000


	
	
43,000





	
Less


	
	
	
	



	
Depreciation


	
16,000


	
	
21,000


	



	
Selling and administration


	
23,000


	
	
24,000


	



	
expenses


	
	
	
	



	
Interest on late payment of VAT


	
1,500


	
	
         –


	



	
Customer entertainment


	
     800


	
	
    900


	



	
	
	
(41,300)


	
	
(45,900)





	
Net loss


	
	
(13,300)


	
	
  (2,900)







As at 1 January 2021, all of the capital assets of the business had been fully depreciated for tax purposes.

He spent €90,000 on new fittings in the period 1 June 2021 to 31 December 2021 and all were in use at by year end.

He spent a further €88,000 on new fittings in the period 1 January 2022 to 31 December 2022 and all were in use by year end.

His only other income was rental income amounting to €16,000 for 2021 and €18,000 for 2022.

He is single and his only entitlement to special reliefs or credits is a health expenses claim of €6,000 in 2021.

REQUIRED:

Calculate the income tax liability for Phelim Molloy for 2021 and 2022, on the basis that he claims reliefs in the optimum manner.

Chapter 17: Losses

Question 17.1: Ms O’Connell









	
	
€


	
€





	
Ms O’Connell had the following sources of income:


	
	



	
Trading income for accounting period to 31 July 2021


	
	
(40,000)





	
Trading income for accounting period to 31 July 2022


	
	
55,000





	
Capital allowances 2021


	
10,000


	



	
Capital allowances 2022


	
5,000


	



	
Rental income to 31 December 2021


	
10,000


	



	
Rental income to 31 December 2022


	
12,000


	



	
Rental losses forward from 2020


	
(5,000)


	





REQUIRED:

Calculate the assessable figures for the 2021 and 2022 tax years.

Question 17.2: Mary Doyle

Mary Doyle, who is single and has been in business for many years, made a trading profit of €10,000 during the year ended 31 May 2022. She has capital allowances forward from 2021 of €8,000 and for 2022 as follows:








	
	
€





	
Wear and tear


	
9,000





	
Industrial buildings annual allowance


	
7,000





	
Balancing charge


	
2,000







She also has Irish deposit interest of €2,500 gross and received Irish dividend income of €18,750 (net of DWT €6,250).

REQUIRED:

(a)	Calculate the maximum s.381 loss available for 2022.

(b)	Prepare Mary Doyle’s income tax computation for 2022, claiming the most advantageous use of losses available.

Question 17.3: Derek Coffey

Derek Coffey commenced as a website developer on 1 February 2020 and made up accounts as follows:








	
	
Profit/(Loss)





	
	
€





	
10 months to 30 November 2020


	
(14,000)





	
Year ended 30 November 2021


	
14,400





	
Year ended 30 November 2022


	
12,000







REQUIRED:

Compute assessable profits for the first three years of assessment.

Question 17.4: Jane Richie

Jane Richie commenced as a dress designer on 1 October 2019 and made up accounts as follows:








	
	
Profit/(Loss)





	
	
€





	
Year ended 30 September 2020


	
28,000





	
Year ended 30 September 2021


	
5,000





	
Year ended 30 September 2022


	
70,000







REQUIRED:

Prepare Case I assessment for the first four years and show maximum loss relief available for each year.

Question 17.5: Liam Black

Liam Black is single and has the following sources of income:









	
	
2021


	
2022





	
	
€


	
€





	
Profit from his shoe shop


	
10,000


	
30,000





	
Capital allowances


	
11,000


	
5,000





	
Irish rental income


	
7,000


	
(2,000)







He also has an Irish rental loss forward of €5,000.

REQUIRED:

Prepare Liam’s income tax computation for 2021 and 2022, claiming optimum relief for losses.

Chapter 18: Taxation of Partnerships

Question 18.1: John and Bernard

John and Bernard, building contractors, are in partnership sharing profits/losses equally. They have the following profit and loss account for the year ended 31/12/2022.









	
	
€


	
€





	
Sales


	
	
1,300,000





	
Cost of sales


	
	
 (780,000)





	
Gross profit


	
	
520,000





	
Salaries and wages


	
250,000


	



	
Legal fees (purchase of land)


	
10,000


	



	
Estate agents’ fees


	
60,000


	



	
Local authority charges


	
80,000


	



	
Depreciation


	
15,000


	



	
General expenses


	
    5,000


	



	
	
	
(420,000)





	
Net profit for the year


	
	
  100,000







REQUIRED:

Compute each partner’s taxable profits for 2022.

Question 18.2: Siobhan and Aisling

Siobhan and Aisling are in partnership for a number of years, sharing profits/losses 2:1. They have the following profit and loss account for the year ended 31/12/2022.









	
	
€


	
€





	
Fees earned


	
	
500,000





	
Direct costs


	
	
(307,000)





	
Gross profit


	
	
193,000





	
Depreciation


	
9,000


	



	
Overheads


	
40,000


	
(49,000)





	
Net profit


	
	
144,000







In addition to the above they have the following capital allowances:

Plant – TWDV 1/1/2022 €24,000 (cost €32,000 in 2020)

Additions during the year €16,000

REQUIRED:

Compute each partner’s taxable profit for 2022.

Question 18.3: Joan and Maura

Joan and Maura have been in partnership as solicitors for a number of years sharing profits/losses 3:2. The following are the results of the partnership for year ended 30/9/2022.








	
	
€





	
Adjusted profit


	
25,000





	
Capital allowances


	
35,000







In addition they each work part-time with a firm of solicitors and received the following salaries per P60 for year ended 31/12/2022.









	
	
Joan


	
Maura





	
	
 €


	
 €





	
Gross pay


	
35,000


	
25,000





	
PAYE deducted


	
9,000


	
 5,000





	
USC deducted


	
863


	
413







REQUIRED:

Compute each partner’s tax liabilities for the year ended 31/12/2022. Both are single with no other allowance. Assume that PRSI on Schedule E income has been dealth with through payroll.

Question 18.4: Donna, Aisling and John

Donna, Aisling and John are trading as pharmacists in partnership. The partnership premises is owned by Donna, who rents it to the partnership.

The partners do not have any other sources of income. John is a dormant partner. Profits/losses are shared equally. Their profit and loss account for the year ended 31/12/2022 is as follows:









	
	
€


	
€





	
Gross profit for the year


	
	
251,400





	
Overheads


	
50,000


	



	
Rent payable


	
10,000


	



	
Depreciation


	
14,000


	



	
Interest


	
  1,000


	
(75,000)





	
	
	
176,400





	
Interest on capital


	
	



	
Donna


	
4,000


	



	
Aisling


	
3,000


	
(7,000)





	
Partners’ salaries


	
	



	
Donna


	
25,000


	



	
Aisling


	
25,000


	
(50,000)





	
Net profit


	
	
119,400







Wear and tear calculated for the year ended 31/12/2022 amounted to €33,000 and a balancing allowance of €3,000 arises. Interest paid is on late payment of VAT.

REQUIRED:

Calculate the assessable income of each partner for year ended 31/12/2022.

Question 18.5: Mary and Martha

Mary and Martha have been in business for many years sharing profits and losses equally until 30/6/2022. From then on they shared profits 60/40.

Their results are as follows:








	
	
€





	
Case I adjusted profit (year ended 30/6/2022)


	
16,000





	
After charging partner salaries


	



	
 Mary


	
25,000





	
 Martha


	
15,000





	
Capital allowances 2022


	
10,000







REQUIRED:

Prepare the partner apportionment account and capital allowance apportionment for 2022.

Question 18.6: Peter, Paul and Andrew

Peter, Paul and Andrew have been in partnership for many years. They share profits and losses in the ratio 2:2:1.

Their results for the year ended 31 December 2022 are as follows:









	
	
€


	
€





	
Partnership loss


	
	
(75,000)





	
After charging


	
	



	
Salaries: Peter


	
20,000


	



	
 Paul


	
10,000


	



	
 Andrew


	
30,000


	



	
 


	
	
60,000





	
Interest on capital


	
	



	
 Andrew


	
	
10,000





	
Rent (at market rate to Andrew)


	
	
10,000







All partners are single and have no other incomes except Andrew, who received a dividend from Irish Independent plc (Irish resident company) of €15,000 net.

REQUIRED:

Calculate the income tax liability of each partner for 2022.

Question 18.7: James and Dean

James and Dean have been in partnership as solicitors for many years. On 1 July 2022, Dean retired and Wayne was admitted to the partnership. James and Dean shared profits equally after taking salaries, while James and Wayne shared profits 60:40. (You may assume profits and salaries accrue evenly throughout the year.)

Results of the partnership for the years ended 31 December are as follows:









	
	
2022 


	
2023 





	
	
€


	
€





	
Net profit


	
400,000


	
350,000





	
After adding back


	
	



	
Salary:   James


	
100,000


	
120,000





	
   Dean


	
25,000


	
– 





	
   Wayne


	
30,000


	
70,000





	
Capital allowances


	
9,000


	
10,000







REQUIRED:

You are required to show the profits and capital allowances of the trade of each of the partners for the tax years 2022 and 2023.

Chapter 19: Taxation of Interest, Dividends and Rental Income

Question 19.1: Jean Walsh

Jean Walsh, a single person, is Irish resident and domiciled. During 2022, she received a salary of €60,000 from Money Bank Ltd. She is entitled to a bonus based on the profits for the year ended 31 December each year. The bonus is payable on the following 31 March. Jean received the following bonus payments:








	
	
€





	
Bonus paid 31 March 2022


	
8,000





	
Bonus paid 31 March 2023


	
7,000





	
PAYE deducted during 2022 was €16,000 per her P60.


	





Jean also received investment income in 2022 as follows:








	
	
€





	
Interest on Government securities


	
200





	
Deposit interest (net of DIRT)


	
402





	
UK dividends (net)


	
400





	
Interest on a “medium term” account (opened before 15 Oct 2013)


	
200





	
Dividend (net of dividend withholding tax of €500)


	
1,500







Jean pays a permanent health insurance premium of €50 per month. She also pays €40 per month to VHI for health insurance.

Jean was unwell during the year and incurred significant medical expenses, some of which were refunded by her health insurer, VHI. She also had some major dental work done during the year. Details of her medical and dental expenses are as follows:








	
	
€





	
Doctors’ and consultants’ fees


	
2,000





	
Prescription costs


	
600





	
Refunded by VHI


	
(1,000)





	
Teeth fillings


	
90





	
Orthodontic work


	
1,500







Jean’s sister Paula received treatment from a medical doctor and as her sister could not afford the treatment, Jean paid the doctor’s bills that amounted to €100.

Jean is attending a part-time graduate diploma course in financial services in the university where she got her degree. It is a one-year course and she paid €3,500 in course fees and €100 in exam fees.

REQUIRED:

Calculate Jean’s income tax liability for 2022 (ignore USC/PRSI).

Question 19.2: Siobhan Potter

Siobhan Potter, who is Irish resident and domiciled, was widowed in June 2019. She and her two children live on the pension of €13,500 (PAYE deducted €2,700) from her husband’s employer, income from her part-time job, some investment income and rental income.

Siobhan received a salary of €25,400 (PAYE deducted €700) from her employment. She is reimbursed for all business mileage she does at the rate given to civil servants. She received €3,000 in 2022. She also received a round sum allowance of €50 per month to cover any incidental costs. She has no receipts for expenses incurred.

Siobhan’s investment income is as follows:








	
	
€





	
UK dividends (net of UK tax of €33)


	
300





	
Interest on Government securities


	
200





	
Irish deposit interest (net of DIRT)


	
402







Relevant information in relation to the commercial rental properties is as follows:

Property 1 was bought on 1 October 2018 with the assistance of a fixed rate mortgage loan. The property was immediately let out and occupied at a rent of €1,000 per month. However in February 2022, the tenant disappeared without paying the rent for January and February. Before getting a new tenant, Siobhan got the property professionally cleaned at a cost of €500 and decorated at a cost of €1,200. The property was re-let on 1 May 2022 at a rent of €1,200 per month. Interest on the loan for 2022 was €13,000.

Property 2 was bought on 1 March 2022, partly with the assistance of a fixed rate mortgage loan. The property was not immediately let out as it required structural work. €20,000 was spent on this work and it was let out on 1 July 2022 at a rent of €1,500 per month. Interest on the loan for 2022 was €6,000.

Siobhan’s older daughter is 21 and works in the civil service. Her younger daughter is 17 and is attending secondary school.

REQUIRED:

Calculate Siobhan Potter’s income tax liability for 2022 (ignore USC/PRSI).

Question 19.3: Marjorie Williams

Investment, property income

Marjorie Williams is a single parent, who is Irish resident and domiciled. She has a three-year-old daughter, who is permanently incapacitated. A number of years ago, Marjorie inherited a substantial estate. She invested most of the inheritance and as a result has the following investment income in 2022:








	
	
€





	
UK dividends (net of UK tax)


	
2,000





	
Interest on Government securities


	
3,000





	
Irish deposit interest (net of DIRT)


	
4,020





	
Irish dividends (net of dividend withholding tax)


	
5,475





	
Interest on An Post savings certificates


	
500





	
Rental income


	
See below







Relevant information in relation to the commercial rental properties is as follows:

Property 1 was bought on 1 October 2021 with the assistance of a fixed rate mortgage loan. The property was let out and occupied on 1 November 2021 on a one-year lease at a rent of €2,800 per month.

However in October 2022, Marjorie got a very attractive offer for the property so she did not renew the lease and the tenant left on 31 October 2022. There was a delay in finalising the sale. She received the sales monies on 1 December 2022 and immediately paid off the loan. The interest for 2022 was €6,600.

Marjorie bought Property 2, a shop, on 1 May 2022, partly with the assistance of a fixed rate mortgage loan. The property was not immediately let out as it required renovation. Marjorie spent €15,000 on this work. The property was leased to a tenant on 1 July 2022 on a 10-year lease. The rent is €2,500 per month. Interest on the loan for 2022 was €8,000.

Marjorie paid preliminary tax of €2,700 in respect of 2022.

REQUIRED:

Calculate Marjorie Williams’ income tax liability for 2022.

Question 19.4: Lucy Curley

Lucy is a 67-year-old single person who has a substantial property portfolio in Dublin.

Property A

This is a commercial premises which is let on a 25-year lease to Bank of Ireland. From 1 January 2022, the annual rent is €31,400.

Lucy is responsible for annual management charges of €1,500 and refuse of €330.

Property B

This residential apartment was purchased on 1 March and let on 1 October 2022. She incurred advertising costs to secure a tenant of €60 and repairs of €700 in July 2022. The tenant paid one month’s rental of €650 in advance and the remainder by direct debit each month as it fell due. Interest costs were €7,800.

Property C

This detached house was provided rent free to her sister Emily, who passed away in February 2022. She subsequently repainted the house at a cost of €2,500 and re-let for two years at €1,000 per month from 1 April 2022.

Lucy also has unused Case V losses forward of €8,000 relating to property C from prior years.

Property D

Lucy let out a room in her private residence to her niece Mary, who attended the local college. She charged her €20 per week rent and €80 per week for laundry and meals. Mary stayed with her throughout the year.

Property E

This large detached house was let at €250 per week (market rent) to a local housing association to provide sheltered accommodation for the homeless. Interest costs were €4,500 and repairs and maintenance €7,500 for 2022. She also installed a new central heating system at a cost of €20,000.

REQUIRED:

Calculate Lucy Curley’s assessable Case V income for 2022.

Question 19.5: Margaret Larkin

Margaret Larkin is 56 years old and single. She has recently retired due to ill health. She received a substantial severance settlement on retirement and wants to understand the income tax implications of:

(a)	receiving investment income in the form of bank deposit interest

	or

(b)	receiving a dividend from shares in an Irish resident company.

Her pension is €200 per week (PAYE: €10 per week). She expects to receive €10,000 gross from either dividend or deposit income in December 2022.

REQUIRED:

Illustrate Margaret Larkin’s income tax position for 2022 under option (a) and (b). You can ignore USC/PRSI.

Chapter 20: Taxation of Income from Office and Employment

Question 20.1: Jane

Jane is employed by a manufacturing company, which makes refrigeration units. Jane is responsible for after sales service. As part of her duties, she must telephone customers one week after delivery and ensure their new unit is working as it should. She sometimes visits the customer premises if there are technical problems. Jane does not have a company vehicle and is not allowed to claim mileage.

In 2022, she purchased a specialist toolkit to enable her repair technical problems on-site. Her employer reimbursed €499 when she completed a vouched expense report.



year change





REQUIRED:

Advise Jane if a deduction is available in respect of her travelling expenses and whether the €499 is taxable income, with reasons.

Chapter 21: Benefits In Kind

Question 21.1: Gavin and Patricia Noonan

Gavin and Patricia Noonan, a married couple in their thirties, live in Dublin. They married in 2004. Gavin works for Computer Limited, the Irish subsidiary of a major US multinational. Patricia had a baby in 2011, for whom she cares full-time. Patricia’s eyesight has deteriorated so much in the last year that she is now registered as blind.

Gavin’s remuneration package for the 12 months to 31 December 2022 comprised the following:








	
	
€





	
Salary per month (before tax)


	
6,500





	
Company car – original market price (first provided on 1 March 2022)


	
24,000





	
    – Computer Limited pays all motor expenses except insurance of €1,000, which Gavin pays directly to the insurance company.


	
 





	
    – Gavin made an annual contribution to the company of €50 per month towards his personal mileage.


	
 





	
    – Gavin has business travel of 14,500 km since he was given the car.


	
 





	
    – Gavin spent 75% of his time away from his office.


	
 





	
Interest-free loan in 2011 to assist with deposit for Gavin’s new home (No repayments made to date)


	
11,000







Gavin avails of the staff canteen that Computer Limited operates for its staff. Gavin spent €150 on meals during 2022. The cost to Computer Limited of providing these meals was €1,000.

Gavin buys expensive suits and footwear as he believes that he generates more sales for the company if he has a certain image. He spent €2,000 on these suits and footwear in 2022.

Gavin paid €6,000 into the pension scheme in 2022.

In order to help his 70-year-old mother, he gives her €3,000 gross each year under a deed of covenant.

Gavin and Patricia’s child (Paul) has not enjoyed good health. During 2022, Gavin paid the following expenses in respect of Paul:








	
	
€





	
Doctor’s fees


	
480





	
Prescription charges


	
280







Gavin’s brother (Peter) needed to get three teeth filled. Gavin paid for these at a cost of €270. 

Patricia has a deposit in a special “long term” share account with the credit union (opened in 2012) that paid her €400 of interest in 2022. Patricia’s only other source of income in this period was a dividend of €1,125 (net) that she received from an Irish resident company on 31 July 2022.

PAYE deducted at source on Gavin’s salary amounted to €13,000 and USC amounted to €3,600 per his P60 for the year to 31 December 2022.

Gavin and Patricia and are jointly assessed.

REQUIRED:

Calculate the income tax liability of Gavin and Patricia Noonan for the tax year 2022.

Question 21.2: Sales Limited

Calculate the taxable benefit for each of these people employed by Sales Limited:

(1)	Sales Limited employs Peter as a sales representative. The company provides him with a car. The car is five years old and was purchased by Sales Limited for €18,000, two years ago. The original market value of the car when first registered was €25,000 (after allowing for cash discount). The company pays for all motor expenses, except road tax. Peter’s total business travel for 2022 is 29,200 km.

(2)	Jack is employed as the Finance Director. He was given a company car (Vehicle category E) on his appointment as director on 1 April 2022. The company bought the car new for €45,000, net of discount. Jack’s total business travel in the car up to 31 December 2022 was 20,300 km.

	The company pays for all motor expenses, but Jack has to contribute €70 per month in consideration for the cost of providing the car.

(3)	Mary is also employed as a sales representative. In 2017, she was provided with a new BMW (Vehicle Category C) at a cost of €40,000, net of discount. As a reward for exceeding targets, she was provided with a new BMW Vehicle Category C on 1 July 2022 at a cost of €60,000, net of discount, to Sales Limited. The company pays for all motor expenses, except insurance. Mary contributes €90 per month towards motor expenses. Mary’s annual business travel is 6,400 km and she spends 80% of her time away from the office. She maintains a logbook showing details of her travel.

(4)	Grace is also employed as a sales representative. She was provided with a new Volvo at a cost of €30,000, net of discount in 2007. Its market value on 31 December 2022 was €3,000. The company pays for all motor expenses, except repairs and maintenance. Grace contributes €500 per annum towards motor expenses. Grace’s annual business travel is 12,000 km and she spends 75% of her time away from the office. She maintains a logbook showing details of her travelling.

(5)	Philip is employed as the Marketing Director. He was given a company car on his appointment as director on 1 October 2022. The company bought the car new for €56,000 Category E, net of discount, in 2019, it is now worth €20,000. The company pays for all motor expenses. On 1 November 2022, he moved to the UK on a two-month assignment. Philip’s total business travel in the car up to 31 December 2022 was 800 km. While he was in the UK, his wife used the car.

(6)	Hannah was given a Nissan Leaf on commencing employment as the Purchasing Manager on 1 October 2022. The company bought the car new for €28,000 and it is an All-Electric motor vehicle. The company pays for all motor expenses. Hannah’s annual business travel is 8,000 km and personal travel is 25,000 km.

Question 21.3: George Jones

George Jones, a single man in his thirties, is Irish resident and domiciled. Up to 31 March 2022, a small Irish-owned company, Paint Limited, employed George. He was in charge of their accounts department. George’s remuneration package from the company comprised the following:










	
	
€





	
Salary per month (before tax)


	
5,500





	
Monthly bus ticket


	
50







On 1 April 2022, George started working for Health Limited, the Irish subsidiary of a major US multinational. George’s remuneration package from Health Limited comprised the following:








	
	
€





	
Salary per month (before tax)


	
7,500





	
Company car – original market price (Vehicle category B)


	
50,000







	– Health Limited pays all motor expenses.

	– George made a contribution of €300 in 2022 towards his personal mileage.

	– Annual business travel is 11,200 km and a logbook is maintained.

	– George spends 85% of his time away from his office.

Interest-free loan for George’s holiday given to him on 1 January 2022

(No repayments made to date)               6,000

George was given immediate free use of a company apartment, for one year.

The apartment is rented by Health Limited for €2,500 per month. The apartment is cleaned every week at a cost of €100 per month to Health Limited.

He is a member of Health Limited’s contributory pension scheme.

He made pension payments of €4,000 in 2022.

George paid PAYE of €34,438 in 2022.

Other income 2022

George has a deposit in a special “long term” share account with the credit union, which he opened in May 2013, that paid him €200 of interest. George also earned Irish deposit interest of €469 paid in December (net of DIRT). His only other source of income was a dividend of €698 (net of Dividend Withholding Tax) that he received from an Irish resident company on 31 August.

REQUIRED:

Calculate the income tax liability of George Jones for the tax year 2022.

Question 21.4: Alex Jenson

Alex Jenson works as a sales representative for a major distribution company. His employment package for 2022 includes base salary of €35,000 (PAYE deducted of €6,600) and the following benefits:


	Annual rent paid on his behalf of €4,500 (sole occupant of an apartment worth €150,000);

	A company car (Category C) - original market value (OMV) provided in 2012 after deduction of 10% discount is €30,000. His employer pays for all running expenses except personal petrol expenses. Alex Jenson’s business travel for 2022 is 64,000 km and at least 75% of his time is spent away from Head Office. He maintains a detailed logbook of daily business travel;

	A personal credit facility, which he drew down in 2001. There is no agreed schedule of repayments required by his employer, however an agreed rate of 1.5% applies to the loan. The opening balance of the loan on 1 January 2022 was €7,500. The closing balance of the loan was €5,000 and the interest paid in 2022 amounts to €93.75;

	Vouched business expenses of €9,000.



Alex Jenson is single and has no dependent children.

REQUIRED:

Calculate Alex Jenson’s income tax liability for 2022.

Question 21.5: Shane Bradley

Shane Bradley is an employee of US bank based in IFSC. His remuneration package for 2022 consists of base salary of €50,000 (PAYE deducted of €16,000) and the following benefits:


	A preferential loan of €200,000 from his employer (interest rate of 1%), which he took out in 2012 to purchase their first home.

	A bonus was paid to him by way of gift vouchers, the value of which was €7,000;

	His home telephone, Sky Broadband and electricity bills are paid for him (annual value of €1,500);

	Payment of €2,000 for subsistence expenses while working away from the office. These payments were in line with Revenue guidelines. Time spent away from the bank’s premises while on business was approximately 20%;

	A company car (Category A) provided in 2018 – the original market value (OMV) after deduction of a 10% discount is €50,000. The employer pays all expenses other than servicing costs of €750 that Shane pays directly to the garage. His annual business travel is 11,200 km and he made a contribution to his employer of €2,000 in respect of the provision of the vehicle in 2022.Shane Bradley is married with two young children. His wife has no income in 2022.




REQUIRED:

Calculate Shane Bradley’s income tax liability for 2022.

Chapter 22: Termination Payments

Question 22.1: Jane Peters

Redundancy; calculation

Jane Peters, single aged 40, has been employed by O’Hare and Associates for 15 years and 8 months. She was made redundant on 1 October 2022. You are given the following information.

1.	As part of her redundancy package Jane received:








	
Statutory redundancy


	
€4,000





	
Pay in lieu of notice


	
€2,200





	
A company car worth


	
€17,000





	
A compensation payment


	
€35,000







	The pay in lieu of notice is not provided for in Jane’s employment contract.

2.	In the period 1 January 2022 to 30 September 2022, Jane’s salary and benefit in kind on her company car amounted to €34,000. PAYE deducted on salary was €5,000.

3.	On 1 December 2022, Jane commenced a new employment with a company in Dublin. Her earnings in the period to 31 December were €3,500 (PAYE deducted €900).

4.	Under the terms of the company pension scheme, Jane is entitled to a tax-free lump sum from the scheme. The actuarial value of this lump sum entitlement at 1 October 2022 was €25,000.

5.	Jane’s salary and benefit in kind for the tax years prior to 2022 were as follows:









	
	
	
€





	
2021


	
Salary


	
28,000





	
	
BIK


	
3,000





	
2020


	
Salary


	
26,000





	
	
BIK


	
2,800





	
2019


	
Salary


	
20,000





	
	
BIK


	
2,000







REQUIRED:

(a)  Calculate the tax-free termination payment that can be made to Jane.

(b)  Compute Jane’s final income tax liability for the tax year 2022.

Question 22.2: Leo and Louise Leonard

Termination of employment; detailed calculation

Leo and Louise Leonard are a married couple who are jointly assessed and are Irish resident and domiciled. Leo had worked for an accountancy firm for 10½ years when he took voluntary redundancy on 30 September 2022 from his position with the firm, under the firm’s early retirement scheme. His severance package was as follows:








	
	
€





	
Statutory redundancy


	
15,000





	
Ex gratia lump sum


	
55,000





	
Car (value)


	
6,000





	
Tax-free lump sum from pension scheme


	
7,500







Leo, who is 62 years of age, had never previously received a lump sum payment from an employment.

His average emoluments (inclusive of benefit in kind) for the three years to the date of termination of his employment were €56,000. His salary in the period from 1 January 2022 to date of departure amounted to €48,000 and he paid PAYE of €21,000. He had an interest-free preferential loan from his employer of €36,000 that he used to purchase shares on 1 January 2022. This loan was repaid on 30 September 2022.

His car, provided by his employer, had an original market value of €18,000 (Emissions Category A) and the firm had paid for all of the running expenses except insurance. (He was first provided with the Car in 2018)

Leo received free meals in the staff canteen. The cost of providing these meals to his employer amounted to approximately €300. The staff canteen is available to all staff and all meals are provided free.

Leo’s pension from the firm’s pension scheme was €8,000 for the period from 1 October to 31 December 2022. PAYE of €1,500 was withheld.

He incurred personal health expenses during 2022 as follows:









	
	
Total


	
Reimbursed by VHI





	
Hospital costs


	
440


	
220





	
Doctor’s prescription


	
90


	
–





	
Dentist’s fees for tooth extraction


	
155


	
–





	
Eye testing and cost of new glasses


	
105


	
–





	
	
790


	
220







Leo’s only other sources of income during the year were:








	
	
€





	
Interest received, net of 33% DIRT, from an Irish bank


	
737





	
Dividend from a UK company (net of UK withholding tax)


	
500







Leo has executed an annual covenant in favour of his mother, who is permanently incapacitated, of €5,000 gross per annum for seven years. He paid the covenant on 30 June 2022.

Louise, who is 66 years of age, retired from her employment in 2015. She received a pension of €15,000 in 2022. PAYE of €3,000 was deducted from the pension income.

REQUIRED:

Compute the income tax payable by Leo and Louise Leonard for 2022.

Question 22.3: John Smith

John Smith, aged 62 years, was made redundant on 30 June 2022. He was advised that as compensation for his loss of office, he would receive the following:


	A termination payment of €390,000; The company car that he had use of (value at date of redundancy was €40,000); and

	His office furniture and equipment (value at date of redundancy was €7,125).Additionally, a loan which John Smith had with the company would be written off (outstanding balance at date of redundancy was €17,000).
John also received payment in lieu of notice of €12,500 and unused holiday leave, the value of which was €4,500. The pay in lieu of notice was not provided for in his employment contract.
He had been in continuous employment with his employer since 4 May 1989.
His remuneration details up to the date of redundancy were as follows:
	1 January 2022 – 30 June 2022
	€

	Salary
	95,000

	Car BIK
	15,000

	Miscellaneous BIK
	7,000

	Employee pension/AVC contributions
	(20,000)

	2021
	
	Salary
	185,000

	Car BIK
	30,000

	Miscellaneous BIK
	17,000

	Employee pension/AVC contributions
	(40,000)

	2020
	€

	Salary
	145,000

	Car BIK
	22,200

	Miscellaneous BIK
	10,000

	Employee pension/AVC contributions
	(30,000)

	2019
	
	Salary
	155,000

	Car BIK
	30,000

	Miscellaneous BIK
	9,000

	Employee pension/AVC contributions
	(35,000)


John Smith has not received a termination payment before. He decided to accept a tax-free lump sum payment from the approved superannuation pension fund of €35,000.




REQUIRED:

Calculate the taxable amount (if any) of John Smith’s termination package.

Chapter 23: Operation of PAYE/PRSI System

Question 23.1: David McGann

David McGann ceased his employment with Sunnybank Manufacturing Limited on Friday 24 June 2022. On Monday 27 June, he commenced employment with Maples Manufacturing Limited. The entries on RPN received from Revenue for David McGann were as follows:








	
RPNNumber


	
53





	
RPNIssueDate


	
01-Jul-22





	
firstName


	
David





	
familyName


	
McGann





	
EmployeePPSN


	
1234567A





	
Previous Employee PPSN


	



	
employmentID


	
20





	
employerReference


	



	
incomeTaxCalcBasis


	
CUMULATIVE





	
Exclusion Order


	
FALSE





	
RPNEffectiveDate


	
01/01/2022





	
RPNEndDate


	
31/12/2022





	
Pay for Income Tax to Date


	
14,040





	
Income Tax Deducted to Date


	
1,094.58





	
Yearly Tax Credit


	
3,400





	
Tax Rate 1 Percent


	
20





	
Yearly Rate 1 Cut Off


	
36,800





	
Tax Rate 2 Percent


	
40





	
PRSI Class and Subclass


	
A





	
USC Status


	
ORDINARY





	
USC Rate 1 Percent


	
0.5





	
Yearly USC Rate 1 Cut Off


	
12012





	
USC Rate 2 Percent


	
2





	
Yearly USC Rate 2 Cut Off


	
9,283





	
USC Rate 3 Percent


	
4.5





	
Yearly USC Rate 3 CutOff


	
48,749





	
USC Rate 4 Percent


	
8





	
Yearly USC Rate 4 Cut Off


	



	
Pay for USC to Date


	
14,040





	
USC Deducted To Date


	
269.71





	
LPT to be Deducted


	





David McGann’s gross wages for the week ended 1 July 2022 amounted to €260. In addition, he received a payment of €16 in respect of subsistence allowances. It is the policy of Maples Manufacturing Limited to reimburse employees for subsistence expenses incurred while working away from company premises by paying allowances based on current civil service rates. On 8 July, David McGann’s gross wages amounted to €390.

REQUIRED:

(1)	Calculate the net wages received by David McGann after deduction of PAYE, PRSI and the USC for the weeks ended 1 July 2022 and 8 July 2022. i.e. week 28 and 29.

(2)	Calculate the employer’s PRSI for the weeks ending 1 and 8 July 2022.

(3)	By what date(s) must Maples Manufacturing Limited pay over the PRSI and PAYE to the Collector-General?




4 CAPITAL GAINS TAX QUESTIONS

Chapter 25: Computation of Gain or Loss

Question 25.1: June Molloy

Marginal relief; CGT and capital allowances

June Molloy, an Irish resident single woman, had the following transactions in 2022:

(1) On 25 January 2022, she sold her BMW car for €15,000. The car had cost €6,000 in July 2016.

(2) On 30 April 2022, she sold an antique chair for €2,500. The chair cost €2,000 in July 2011.

(3) On 31 July 2022, she sold her Government stock for €10,000. It had cost her €8,000 on 5 August 2018.

(4) June purchased an antique bureau in May 1996 for €1,000. She sold it on 3 November 2022 for €2,800.

(5) On 5 December 2022, she sold her van for €8,000. The van had cost €5,000 on 4 January 2016. The van was used both for her trade and for personal purposes. It was used 75% for her trade.

REQUIRED:

Calculate the Capital Gains Tax liability of June Molloy as a result of the above transactions in 2022.

Question 25.2: Joseph Sweetman

Losses; computation

Joseph Sweetman, a married man, died in March 2022. Between 1 January 2022 and his date of death Mr Sweetman had the following disposals.

a. a disposal of an investment property for €45,000. Mr Sweetman had originally purchased the property in 1988/89 for €55,000.

b. a disposal of shares to his brother for €8,000. The shares had cost him €11,000 in 1992/93 and had a market value of €16,000 at the date of disposal.

In addition you are informed that Mr Sweetman had the following results (for capital gains tax) in the recent past:









	
2018


	
Loss


	
€5,000





	
2019


	
Loss


	
€1,000





	
2020


	
Gain


	
€10,500





	
2021


	
Gain


	
€5,000







REQUIRED:

Calculate the chargeable gains or allowable loss for Joseph Sweetman for 2022 and indicate how the executors of his estate might use the loss.

Question 25.3: Peter and Mary Jones

Wasting assets; calculations

Peter Jones and his wife Mary are married and jointly assessed. They had a number of capital transactions in 2022 and wish to establish their Capital Gains Tax liability. Details of their disposals are set out below:

(1) Peter has a distribution business. He sold one of its vans for €15,000 in January 2022. The van cost €14,000 in February 2004 and qualified for capital allowances.

(2) Mary inherited a property in March 1999 that was valued at €75,000 at that time. In June 1999, she sold the property to her husband, Peter, for €80,000 being the June 1999 market value. In September 2022, Peter sold the property for €108,000, incurring legal and auctioneers’ fees of €3,800 on the disposal.

(3) During September 2022, Mary sold some household items for €2,600. All of the items had been purchased in May 2018 for €2,200.

(4) Mary also sold her private car for €10,200 in June 2022 having bought it second hand for €8,000 in May 2018.

(5) In May 2022, Peter gave his son, Alan, a gift of an apartment that he owned. Peter inherited the apartment from his own father in May 2016, when it was worth €300,000. The apartment was worth €380,000 in May 2022.

REQUIRED:

Calculate the Capital Gains Tax liability of Peter and Mary Jones for 2022.

Question 25.4: Noel Clarke

Part disposal; marginal relief

Noel Clarke, an Irish resident single man, had the following transactions in 2022:

(1) On 25 January 2022, he sold an antique ring for €2,650. The ring had cost €400 in July 1999.

(2) On 30 April 2022, he sold an antique vase for €10,000. The vase was part of a set of three vases which he had bought for €8,000 in December 1998. The market value of the remaining two vases in the set was €22,000 on 30 April 2022.

(3) On 31 July 2022, he sold his Government stock for €9,000. It had cost him €8,000 on 15 August 2018.

(4) On 30 November 2022 he sold half (10,000) of his shares in SET Ltd for €20,000. He had bought 20,000 shares in SET Ltd for €36,000 in May 1996.

Noel Clarke had losses forward of €1,000 from 2021.

REQUIRED:

Calculate the Capital Gains Tax liability of Noel Clarke as a result of the above transactions in 2022

Question 25.5: Jack White

Indexation, foreign domiciled individual

Jack White is a US citizen who was sent by his employer, Microchip Inc., to work in Ireland. He moved to Ireland on 1 August 2016.

Jack disposed of the following shares in the 2022 tax year:











	
	
Date of Disposal


	
Date of Acquisition


	
SalesProceeds


	
Cost





	
	
	
	
(€)


	
(€)





	
Irish Bank Plc


	
January 2022


	
October 2016


	
5,000


	
6,000





	
US Software Inc.


	
February 2022


	
May 2013


	
11,000*


	
10,750





	
Walsh Property Plc (UK)


	
February 2022


	
June 2016


	
 30,000*


	
25,000





	
US Trading Co.


	
March 2022


	
December 2008


	
 15,000*


	
10,000





	
Irish Manufacturing Co.


	
March 2022


	
December 2011


	
40,000


	
20,000







* All proceeds were remitted to Ireland.

REQUIRED:

Calculate Jack’s 2022 Irish CGT liability.

Question 25.6: John Murphy

Part disposal, payment of CGT

John Murphy acquired a property in 1973 for €2,500. He incurred legal costs in connection with the acquisition of the property of €500. The market value of the property on 6 April 1974 was €3,800.

In February 1980, he spent €10,000 on structural improvements to the property. During the entire period of ownership of the property, John let the property and he incurred costs annually in relation to repairs made to the property.

On 1 November 2022, John disposed of a portion of the property for €250,000. Legal fees on the disposal amounted to €3,500 and estate agent’s fees totalled €4,200.

At the time of disposal, the market value of the remainder of the property was €100,000.

REQUIRED:

Calculate John’s CGT liability for 2022. John has made no other disposals in 2022.

Calculate the base cost for the purposes of subsequent disposals of the retained interest in the property.

State the due date for payment of John’s CGT liability and the due date for filing details of his capital gains with Revenue.

Question 25.7: Michael Barry

Shares, property, capital loss

Michael Barry, a single man, disposed of four capital assets during the tax year 2022. Details of the assets disposed of are set out below:












	
	
 


	
Cost of asset


	
Date of Purchase


	
M.V. @ 6.4.74 if relevant


	
Sales Proceeds





	
	
	
€


	
	
 €


	
€





	
1.


	
On 31/1/2022, he sold his holiday home


	
7,200


	
June 1970


	
10,000


	
170,000





	
2.


	
On 30/3/2022, he sold his 1,000 shares in an Irish public company


	
3,000


	
July 1981


	
	
12,700





	
3.


	
On 22/5/2022, he sold an antique ring


	
2,000


	
Jan 1981


	
	
5,100





	
4.


	
On 10/10/2022, he sold a property that he had let to a tenant


	
250,000


	
Dec 2014


	
	
320,000







REQUIRED:

Calculate the Capital Gains Tax due by Michael Barry for the tax year 2022.

Question 25.8: Shane and Eileen Finn

Shares and property

Shane and Eileen Finn, a married couple, made a number of disposals of capital assets during 2022. The disposals were as follows:

Eileen

10,000 shares in AVC Ltd: she bought these shares on 15 January 1996 for €3 per share and sold them on 14 February 2022 for €6 per share. On acquisition of the shares she also incurred stamp duty of €300 and stockbroker’s fees of €200. On disposal of the shares she incurred stockbroker’s fees of €350.

House in Brittas Bay: she bought this house on 9 April 2000. It cost €350,000 and she incurred Stamp Duty and legal fees which in total amounted to €25,000. She sold the house for €500,000 on 2 April 2022 and her legal fees were €5,000.

Shane

15,000 shares in ABD Ltd: he bought these shares on 12 June 1998 for €30,000 and incurred incidental acquisition costs of €400. He sold them on 11 May 2022 for €33,000 out of which he had to pay costs of €300.

Apartment in Dublin: he bought the apartment on 3 December 2015 for €300,000 plus costs of €23,000. He sold it for €324,000 (net of selling expenses) on 31 October 2022.

REQUIRED:

Calculate the Capital Gains Tax payable by Shane and Eileen Finn for 2022.

Question 25.9: Simon and Ella Finlay

Losses and gains

Simon and Ella Finlay, a married couple, made a number of disposals of capital assets during 2022. The disposals were as follows:

Simon


	January 2022, he gifted a painting to Ella. Its market value was €220,000. He had purchased the painting for €100,000 in June 2006.

	April 2022, he sold an antique ring to his brother Pat for €5,000. The ring had cost him €15,000 in January 2000. Its market value at the date he sold it to Pat was €8,000.

	November 2022, he sold a holiday home that he owned for €500,000. He had bought the holiday home in May 1992 for €40,000. In June 1998, he added a new bathroom and kitchen at a cost of €25,000. In December 2015, he added an extra bedroom at a cost of €37,000. His incidental costs of acquisition of the holiday home were €1,000, while his disposal costs were €7,000.



Ella


	June 2022, Ella sold 5,000 shares in AND Ltd. She bought these shares on June 1999 for €20,000 and also incurred acquisition costs of €300. She sold them in June 2022 for €13,000 out of which she had to pay costs of €200.

	August 2022, she sold her shop for €900,000. She incurred selling costs of €15,000. She acquired the shop on the death of her mother in August 1999. It was valued at €600,000 at that time. She put an extension onto the shop in May 2001, at a cost of €100,000.



REQUIRED:

Calculate the capital gains tax payable by Simon and Ella Finlay for 2022.

Chapter 26: Advanced Computational Issues

Question 26.1: Mr White

Development v non-development land

Mr White, a married man, had three plots of land.

The first was a small plot of 1 acre of land he bought in June 1979. The land has no development potential. The land cost €2,000 in June 1979. Mr White incurred enhancement expenditure on improving the land in March 1982 of €700. In June 2022, Mr White gifted his daughter the acre of land. The acre was valued at €15,000.

Mr White also had a plot of land near his local town. In November 2022, Mr White agreed to sell the entire plot of land to a developer. Mr White had bought this land in June 1999 for €500,000 (current use value €120,000). He sold the land for €2,000,000 (current use value €500,000).

Mr White also had a farm of 50 acres which has no development potential. He sold half of this farm in December 2022 to his sister for its then market value of €250,000. The value of the remaining 25 acres is also €250,000. The farm had cost him €25,000 in December 1988.

Mr White had made a substantial loss on disposal of shares and had a capital loss forward from 2021 of €250,000.

REQUIRED:

Calculate the chargeable gains and related tax for 2022 on the above disposals.

Question 26.2: Mary Breen

Shares: bonus and rights

Mary Breen sold 1,500 shares in ASD Ltd for €15,000 on 5 October 2022. Set out below are details of her previous dealings in shares of ASD Ltd.











	
Date


	
Description


	
Number


	
Cost


	
Proceeds





	
1 January 1995


	
Purchase


	
2,000


	
€8,000


	



	
12 July 1997


	
Purchase


	
1,000


	
€3,500


	



	
1 May 1998


	
Bonus issue


	
3,000


	
	



	
11 January 2000


	
Rights issue


	
1,500


	
€3,000


	



	
19 April 2001


	
Sale


	
4,000


	
	
€20,000







REQUIRED:

(1) Calculate the capital gains tax payable by Mary Breen for 2022 on the basis that she made no other disposals.

(2) State the number and cost of the shares that she still owns after her 2022 disposal.

Question 26.3: Mr Black

Development land/part disposal

Mr Black, a married man, had inherited 20 acres of land from his father in June 1978. The land was close to the city and had development potential. The land was valued at €90,000 in June 1978 (current use value €40,000).

Mr Black incurred enhancement expenditure on draining the land in May 1981 of €20,000.

In January 2022, Mr Black gave his daughter a gift of two acres of land. The two acres had no road frontage and were valued at €17,000 per acre. Current use value was €1,500 per acre. The remaining land was valued at €26,500 an acre (current use value €1,500 an acre).

REQUIRED:

(i) Calculate the chargeable gain and related tax on the above disposal.

(ii) Outline the restrictions that arise in relation to development land.

Question 26.4: June Norton

Shares; market value provisions

June Norton, an Irish resident and Irish domiciled widow, had the following transactions in 2022:

(1) On 25 January 2022, she sold shares in DEF Ltd and HIJ Ltd. She had acquired these shares from her husband. Her husband gave her a gift of the shares in DEF Ltd. Her husband left her the shares in HIJ Ltd in his will when he died in June 2010. Details of the acquisition and disposal of these shares are set out below:









	
 


	
DEF Ltd


	
HIJ Ltd





	
Date of acquisition from husband


	
January 1996


	
June 2010





	
Market value at date of acquisition by June


	
€10,000


	
€92,000





	
Date of acquisition by husband


	
February 1994


	
March 1995





	
Cost of shares to husband


	
€20,000


	
€5,000





	
Proceeds on disposal received by June


	
€135,000


	
€99,000





	
Disposal costs


	
€2,000


	
€3,000







(2) On 30 April 2022, she sold an apartment for €500,000 that she had inherited from her father. Her father had acquired the apartment in June 1999 for €300,000 inclusive of all costs. When he died in July 2016, he left the apartment to her in his will. Its market value was €400,000 in July 2016. Her disposal costs were €4,000.

(3) On 31 July 2022, she disposed of her farm in Laois to her son Jack. As Jack had very little money, she sold the farm to him for €100,000. Its market value at the date of disposal was €1,050,000. She had inherited the farm from her mother in May 1997 when its market value was €800,000. She incurred fees of €5,000 when she registered the farm in her name.

(4) June’s uncle Fred left her his sailing boat worth €10,000 when he died in November 2018. June sold the boat in December 2022 for €12,000.

REQUIRED:

Calculate the Capital Gains Tax liability of June Norton as a result of the above transactions in 2022.

Question 26.5: Ken and Kathleen

Shares including bonus issue

Ken and Kathleen are married and living together. In the year ended 31/12/22 they made a number of disposals of shares:

(1) Ken sold the following shares










	
Date


	
Description


	
Number


	
Proceeds





	
30 April


	
ABC plc


	
1,000


	
€5,800





	
30 August


	
DEF plc


	
5,000


	
€9,000





	
31 October


	
GHI Ltd


	
3,500


	
€3,500







Ken had acquired his shares as follows:

1. ABC plc










	
Date


	
Type of Acquisition


	
Number


	
Cost





	
31 August 1999


	
Purchase


	
1,000


	
€5 per share





	
2 March 2000


	
Purchase


	
1,000


	
€8 per share







2. DEF plc










	
Date


	
Type of Acquisition


	
Number


	
Cost





	
6 January 1998


	
Purchase


	
3,000


	
€2 per share





	
2 July 2002


	
Purchase


	
4,000


	
€1.50 per share







3. GHI Ltd










	
Date


	
Type of Acquisition


	
Number


	
Cost





	
June 1985


	
Purchase


	
1,000


	
€1,500





	
September 1986


	
Purchase


	
1,500


	
€750





	
May 1990


	
Bonus issue (1 for 1)


	
2,500


	
 







(2) Kathleen sold the following shares










	
Date


	
Description


	
Number


	
Proceeds





	
30 September


	
JKL plc


	
2,000


	
12,000





	
31 October


	
MNO Ltd


	
10,000


	
15,000







Kathleen had acquired her shares as follows:

1. JKL plc












	
Date


	
Type of Acquisition


	
Number


	
Cost





	
31 March 1999


	
Purchase


	
1,000


	
€5 per share





	
2 March 2000


	
Purchase


	
1,000


	
€9 per share





	
1 December 2013


	
Rights issue (1 for 2)


	
1,000


	
€2 per share







2. MNO plc










	
Date


	
Description


	
Number


	
Cost





	
1 January 1992


	
Purchase


	
3,000


	
€6,000





	
2 July 1998


	
Purchase


	
1,500


	
€4,500





	
1 July 1999


	
Bonus issue (1 for 1)


	
4,500


	



	
6 January 2001


	
Rights issue (1 for 3)


	
3,000


	
€3,000







In addition, Kathleen had the right to acquire shares in XYZ Ltd. However, she decided to sell her rights on 3 July 2022, for €2,000, rather than exercise her rights. The value of her shares after the rights issue (i.e., the ex-rights value) was €6,000. She bought her shareholding of 1,000 shares for €1,500 on 5 May 1988.

REQUIRED:

Calculate the capital gains tax liability for the year ended 31/12/22 for Ken and Kathleen assuming they had no other disposals. In your answer you should show clearly the manner in which you have identified the allowable cost for each disposal.

Question 26.6: John

(1) John acquired land (100 acres) in 1971 at a cost of €50,000 and he incurred legal fees on the acquisition amounting to €1,500. Planning permission was obtained in respect of the land in 1973. Market value at 6 April 1974 was €200,000. Current-use value at 6 April 1974 was €80,000. Enhancement expenditure incurred in 1983 amounted to €100,000. John sold half of the land, i.e., 50 acres, in January 2022 for €950,000, at which time its current use value was €500,000. Legal fees of €2,500 were incurred on the disposal. At this date, the market value of the remainder of the land was €1,000,000.

(2) John sold a rental property in February 2022 for €210,000. He acquired the property in January 1980 for €40,000. In July 1984, he built a conservatory at a cost of €6,500. He incurred legal costs on acquisition of €1,000 and on disposal of €2,100.

(3) In March 2022, John sold shares for €150,000. The shares were gifted to him by his father in December 2017. The shares had cost his father €2,000 in July 1980, and the market value of the shareholding in December 2017 was €120,000.

John has allowable capital losses forward of €5,000 from 2021. The losses arose on the disposal of shares.

REQUIRED:

Calculate John’s CGT liability and state the due date for payment of the liability to the Revenue.

Question 26.7: Ken

Ken, a businessman, used his savings in May 1992 to subscribe for shares in the flotation of Ioda plc, a pharmaceuticals company. He was allotted 10,000 ordinary shares at an issue price of €1 per share as the flotation proved very popular.

In July 1995, the company made a bonus issue of one share for every five ordinary shares held. In December 1999, the company made a one for ten rights issue at a price of €0.20 per share. Ken took up the rights issue. In January 2022, Ken sold 8,000 shares for €40,000.

REQUIRED:

Calculate Ken’s capital gains tax liability for the year. Assume that he made no other disposals in the year.

Question 26.8: Amy

Amy’s share history is as follows:









	
	
	
€





	
1 October 2002


	
acquired 5,000 shares for


	
5,000





	
1 October 2003


	
acquired 6,000 shares for


	
9,000





	
1 January 2007


	
sold 5,000 shares for


	
20,000





	
1 January 2008


	
acquired 3,000 shares for


	
14,000







She received bonus and rights issues as follows:








	
1 January 2006


	
2 for 1 rights issue at €3 per share





	
1 June 2007


	
1 for 2 bonus issue







On 1 January 2022, she disposed of 24,000 shares for €120,000.

REQUIRED:

Calculate Amy’s CGT liability for 2022.

Chapter 27: CGT Reliefs

Question 27.1: Henry

PPR

Henry, a widower, who is going to move into a nursing home, has consulted you. He wishes to sell his home in Athlone, which he shares with his son Alan. As Alan will then have no home, he wishes to give him a site on one of his holdings of land so that Alan can build himself a home of his own. The particular site that he is considering giving to Alan cost him €50,000 in December 1998. It is now worth €290,000.

Henry bought his residence in 1960 for €1,000. It was worth €15,000 on 6 April 1974. He expects to sell the house for €400,000 on 7 October 2022 and incur selling expenses of €5,000.

He has informed you that he has lived in the house for all of his period of ownership except as detailed hereunder. His job as a civil engineer necessitated him working in India on a four-year contract starting on 6 April 1982, during which period the property was rented out. He had two other periods of absence during which periods the house was again let out. He spent from 6 April 1991 until 5 April 1993 working in Donegal. He spent from 6 April 1997 to 6 October 1998 writing a novel in a chalet in Cork and rented out his house.

REQUIRED:

Calculate Henry’s Capital Gains Tax liability for 2022 on the basis that he sells his home and gifts the site to his son Alan.

Question 27.2: Mary Molloy

Retirement relief

Mary Molloy, aged 60, made a gift of her shares in Molloy Ltd to her son Jack in January 2022. She had incorporated Molloy Ltd in May 1985. She subscribed for 100 €1 shares at par and paid €100. She has owned all the shares in the company since then. She was a director and worked full-time for the company since 1985. The assets and liabilities of Molloy Ltd in January 2022 were as follows:








	
	
Market Values





	
	
€





	
Building


	
310,000





	
Goodwill


	
300,000





	
Equipment


	
70,000





	
Stock


	
30,000





	
Trade debtors


	
50,000





	
Trade creditors


	
 (60,000)





	
	
700,000







Jack ran the company for a number of months. However, he decided that he would like to spend a year in Australia and that he would sell his shares in the company to finance the trip. He sold the shares to Takeover Ltd in November 2022 and received €800,000.

REQUIRED:

Calculate the Capital Gains Tax payable by Mary and Jack, if any, on the basis that their only disposals in 2022 were disposals of shares in Molloy Ltd.

Question 27.3: Simon Flynn

Retirement relief

Simon Flynn, aged 60, has operated Printing Limited as a very successful company in the printing sector for over twenty years. Simon has been a full-time working director of the company since it was incorporated in 1983. He owns 80% of the shares in Printing Ltd. The share capital of the company comprises 1,000 ordinary shares of €1 each. Simon subscribed for his 800 shares at par value in June 1983.

The shares in Printing Limited have a current value of €1,000,000 derived from the following assets and liabilities:








	
	
Market Values





	
	
€





	
Goodwill


	
700,000





	
Equipment


	
40,000





	
Stock


	
50,000





	
Trade debtors


	
45,000





	
Quoted investments


	
220,000





	
Trade creditors


	
(55,000)





	
	
1,000,000







Simon personally owns the property from which the company operates. Simon purchased the property for €30,000 in August 1983. The current market value of the property is €350,000.

On 5 November 2022, Simon transferred his 80% shareholding and the property to his son Adam by way of a gift.

Simon also owns shares in a UK publicly quoted company. He bought these in May 2010 for €50,000 and also incurred incidental acquisition costs of €500. Simon also transferred his shareholding in this UK company to Adam on 5 November 2022. Adam paid him €50,000. On 5 November 2022, the UK shares were worth €80,000.

REQUIRED:

Compute Simon’s capital gains tax liability for 2022.

Question 27.4: Rollover Relief – Sean Adams

Discussion/computation

(a) The Finance Act 2003 amended the rules in relation to business rollover relief. Outline details of the changes made. You may ignore the transitional arrangements.

(b) Set out below are details of Sean Adams’ disposals in 2022

(i) In May 1997, Sean bought a factory for €500,000. In August 1999, he spent €75,000 replacing and improving the roof of the factory. In January 2002, he sold the factory for €800,000 and in November 2002, he spent €850,000 on a replacement factory in Naas. He claimed rollover relief in 2002.

In May 2022, Sean sold the replacement factory in Naas for €1,000,000 and bought a new factory in Waterford. He invested €1,200,000 in the new factory in Waterford.

(ii) In June 2022, he transferred his 10% shareholding in Vernon Ltd to his wife. The shareholding had a market value of €34,000 at that time. This shareholding had cost him €12,000 in August 1997.

REQUIRED:

(i) Calculate Sean’s liability to Capital Gains Tax for the tax year 2022 on the basis that he claims any possible relief available.

(ii) State what additional tax would have been payable had he not reinvested in the factory in Waterford.

Question 27.5: Terry Plant

Transfer of a business to a limited company

(a) Where an individual transfers a business to a company, there is a relief from capital gains tax.

Outline

 (i) details of the relief, including the conditions to be satisfied to qualify for the relief, and

 (ii) the disadvantages of the relief.

(b) Terry Plant, a 32 year old has run a business for a number of years and has decided to form a limited company, Plant Limited. The business, including all of its assets and liabilities, were transferred to Plant Limited on 30 August 2022. In return, Terry received 10,000 €1 ordinary shares and the company took over responsibility for paying the trade creditors.

The balance sheet of the business immediately prior to the transfer was as follows:










	
 


	
Notes


	
€


	
€





	
Warehouse at cost


	
(1)


	
200,000


	
 





	
Depreciation to date


	
	
 (20,000)


	
180,000





	
Plant and machinery at cost


	
	
60,000


	



	
Depreciation to date


	
	
 (36,000)


	
24,000





	
Debtors


	
	
40,000


	



	
Stock


	
	
50,000


	



	
Trade creditors


	
	
 (70,000)


	



	
Net current assets


	
	
	
20,000





	
Net assets


	
	
	
224,000





	
Terry’s capital account


	
	
	
224,000







Notes

(1) The warehouse was purchased on commencement of the business in June 1998.

Market values as at 30 August 2022 were as follows:









	
	
Notes


	
€





	
Warehouse


	
	
350,000





	
Plant and machinery


	
(2)


	
30,000





	
Goodwill


	
(3)


	
130,000





	
Net current assets


	
	
20,000







(2) The market value of each machine is less than its original cost.

(3) Terry built up the value of goodwill over the years.

Terry’s only other disposal in 2022 was a disposal of Government securities that he bought for €50,000 in December 2010 and sold for €52,000 in November 2022.

REQUIRED:

(i) Calculate the Capital Gains Tax liability of Terry Plant for 2022.

(ii) Calculate the base cost of the shares in Plant Limited for Capital Gains Tax purposes.

Question 27.6: Niall Joy

Retirement relief; development land

Niall Joy, aged 65, made the following disposals during 2022:

(1) On 1 January 2022, he made a gift of his farm to his son Leo. Niall had inherited the farm from his father on 31 March 2012. The market value of the farm on 31 March 2014 and 1 January 2022 are set out below:









	
	
31 March 2014


	
1 January 2022





	
– Farmland


	
500,000


	
750,000





	
– Livestock


	
80,000


	
20,000





	
– Farm machinery


	
30,000


	
10,000





	
– Farm residence


	
200,000


	
350,000







(2) On 13 March 2022, he gave his son Michael his 30% shareholding in an Irish unquoted company engaged in the supply of farm machinery. The shares were worth €1,000,000. Niall had acquired his shareholding in 1969. The market value of the holding on 6 April 1974 was €80,000. Since 1969 Niall has been a full-time working director of the company. All of the assets of the company are used for the purpose of the company’s trade.

(3) He sold development land for €300,000 on 20 March 2022. He had purchased this land in March 1992 for €70,000, when the current use value was €10,000. Legal and auctioneers’ costs relating to the acquisition were €7,000.

(4) He sold his residence for €800,000 on 2 April 2022. He had purchased this residence (including grounds of 1 acre) on 2 April 1992 for €150,000.

REQUIRED:

Compute Niall’s liability to Capital Gains Tax for 2022, state when it must be paid and when the return must be filed.

Question 27.7: Michael and Nora

Principal private residence relief

Michael O’Brien and his wife Nora married in June 1995. They have been living since June 1995, in a house in Rathfarnham, which they acquired on 30 June 1995 for €125,000 inclusive of legal fees, stamp duty etc. Michael also owns a three-bedroom house in Lucan which he purchased on 1 October 1986 for €70,000.

Michael resided in his house in Lucan from 1 October 1986 until 31 December 1988 at which point he was sent to Dubai by his employer to assist in setting up a small manufacturing unit there. During his time abroad, he rented a house in Dubai and he let out his house in Lucan. He returned to Ireland on 30 June 1990 and continued to work for the same employer in Dublin until 31 March 1991, making use once again of his house in Lucan as his residence. At this point, he changed jobs, moving to Limerick to take up a position with a small local electronics firm. He spent over two years working in Limerick, where he stayed in a house owned by his brother, before finally returning to Dublin to take up another new job on 1 July 1993. Upon returning to Dublin he reoccupied his Lucan property on 1 July 1993 and continued to reside there until moving to Rathfarnham on 30 June 1995 with his wife upon getting married.

Michael and Nora have decided to move out of Dublin and buy their dream home in Galway. They sold both of their properties to finance the purchase in Galway. They sold the house in Rathfarnham on 1 March 2022 for €680,000. They sold the house in Lucan on 1 April 2022 for €380,000.

They had no other disposals during 2022.

REQUIRED:

Calculate Michael and Nora’s capital gains tax liability for 2022.

Question 27.8: Johns Limited

Transfer of a business to a limited company

John set up his sole trade operation as a retailer of bathroom suites and has developed considerable customer loyalty since then. He proposes to transfer all his business assets, other than cash, at market value, to Johns Limited, on 31 December 2022.

In consideration for the transfer, Johns Limited will:


	Issue 10,000 ordinary €1 shares to John (making him the 100% beneficial owner);

	Create a €50,000 credit in John’s favour in the form of a director’s loan account; and

	Pay John €20,000 in cash.John’s balance sheet, on cessation of his sole trade on 31 December 2022 has been forecast as follows:
		€

	Premises at cost (bought May 1977)
	20,000

	Machinery at cost (less depreciation)
	10,000

	Debtors (market value)
	30,000

	Trading stock (market value)
	35,000

	Cash
	 10,000

		105,000

	Trade creditors
	10,000

	Personal taxes due
	15,000

	Capital account
	 80,000

		105,000


The following market values at the date of transfer on 31 December 2022 have been provided by an independent valuer and are expected to be accepted by the Inspector of Taxes.

		€

	Premises
	200,000

	Machinery
	10,000

	Debtors
	30,000

	Trading stock
	 35,000

		275,000

	Johns Limited, i.e., market value
	280,000


Under the arrangements, John is to personally pay all trade creditors and personal taxes at 31 December 2022.
John’s annual exemption for 2022 has already been used to offset other gains arising.




REQUIRED:

Compute John’s capital gains tax liability as a result of the above transaction.

Compute the chargeable gain that will arise if John sells his company for €400,000 in 2023.

Question 27.9: Michael and Anne Martin

Married couple; assorted transactions

Michael and Anne Martin, a married couple, had the following transactions in 2022:

(1) On 25 January 2022, Anne sold her BMW car for €15,000. The car had cost €12,000 in 2016.

(2) On 30 April 2022, Anne sold 2 acres of land for €20,000. Solicitor’s and estate agent’s fees relating to the sale amounted to €2,000. The agricultural value of the land at this time was €3,000 per acre. The value of the remaining 28 acres was €280,000. The land, 30 acres in total, was purchased in September 1984 for €75,000 which was the agricultural value of the land at that time.

(3) On 31 July 1991, Anne acquired 1,000 ordinary shares in Zero Limited for €2,000. On 30 April 1995 there was a rights issue of 1 for 4 at €1.25 per share, which she took up. On 30 May 2022 she sold 1,000 shares for €5 per share.

(4) Anne purchased an antique chair in May 2016 for €2,800. The chair was damaged during a house party and on 1 October 2022 Anne sold the chair in a pawn shop for €200.

(5) On 6 October 2022, Michael sold a house that he owns for €400,000. He incurred disposal costs of €3,500. Michael had acquired the house on 6 January 1998 for €100,000 plus other acquisition costs of €4,000. He lived in the house as his main residence until he married Anne on 6 April 2000 and they bought their own house. Michael has rented out the house since then.

(6) Michael incurred a loss on disposal of shares in 2021 of €3,000 which he did not utilise. They had no other disposals in 2022.

REQUIRED:

(a) Calculate the Capital Gains Tax liability of Michael and Anne Martin as a result of the above transactions in 2022.

(b) When is the Capital Gains Tax due for payment and when must they file a return of their gains?




5 CORPORATION TAX QUESTIONS

Chapter 28: General Principles of Irish Corporation Tax

Question 28.1: The Universe Group

Pay and File

The Universe Group has the following companies in its structure.








	
Company


	
Period End





	
Mars Ltd


	
12 months ended 31/12/22





	
Pluto Ltd


	
6 months ended 31/12/22 (newly incorporated company)





	
Earth Ltd


	
18 months ended 31/12/22 (small company forpreliminary tax purposes)







REQUIRED:

For each of the above companies, list their preliminary corporation tax payment dates, % payments required and return filing dates

Chapter 29: Calculating the Corporation Tax Liability

Question 29.1: XY Limited

CT and CGT calculation

XY Limited had the following results for the 17-month period ended 31 December 2022










	
 


	
Notes


	
€


	
€





	
Sales


	
 


	
 


	
2,775,600





	
Cost of sales


	
 


	
 


	
(2,148,992)





	
Gross profit


	
 


	
 


	
626,608





	
	
	
	



	
Expenses


	
 


	
 


	



	
Depreciation


	
 


	
35,000


	
 





	
Bad Debts


	
(1)


	
17,000


	
 





	
Travel and entertainment


	
(2)


	
13,500


	



	
Audit fees


	
	
10,000


	



	
Legal expenses


	
(3)


	
11,200


	



	
Wages


	
	
110,000


	



	
Directors’ salaries


	
	
60,000


	



	
Motor lease charges


	
(4)


	
8,010


	



	
Motor expenses


	
(5)


	
11,000


	



	
Repairs


	
(6)


	
35,000


	
(310,710)





	
Net operating profit


	
	
	
315,898







Notes:

(1)	Details of the bad debts account are as follows:









	
Opening Provision


	
General


	
(22,000)





	
	
Specific


	
(8,000)





	
Bad Debts


	
	
20,000





	
Closing Provision


	
General


	
15,000





	
	
Specific


	
12,000





	
Charged to profit and loss


	
	
17,000







(2)	Travel and entertainment








	
Airline and train fares together with hotel costs for attending exhibitions


	
5,000





	
Entertaining suppliers


	
1,000





	
Entertaining customers


	
3,000





	
Staff Christmas party


	
750





	
Travelling to visit suppliers and customers


	
3,750





	
	
13,500














	
(3) 	Legal Expenses


	
€





	
	



	
Pursuing bad debts


	
500





	
Disposal of site


	
3,000





	
Renewal of short lease on a retail shop


	
700





	
Defending product liability claim by a customer


	
1,000





	
Purchase of a new retail unit


	
6,000





	
	
11,200














	
(4)	Motor lease charges


	
€





	
	



	
Lease payments for sales director’s car


	
3,500





	
(This was first leased in July 2021, category A vehicle when its retail value was €21,900)


	



	
Lease payments for managing director’s car, category B vehicle


	
4,510





	
(This was first leased in October 2021 when its retail value was €24,800)


	



	
	
8,010














	
(5)	Motor Expenses


	
€





	
	



	
This relates to running expenses for:


	



	
Sales director’s car


	
4,500





	
Managing director’s car


	
6,500





	
	
11,000














	
(6)	Repairs


	
€





	
	



	
Extension to a retail unit


	
30,000





	
General maintenance of buildings


	
5,000





	
	
35,000














	
(7)	Other income not included in the profit and loss account


	
€





	
	



	
Rental income (for the year ended 31 December 2022, property was vacant for the 5 months ended 31 December 2021)


	
20,400





	
Gain from disposal of site


	
60,000





	
Government stock interest (accrued evenly over period)


	
31,450





	
A site was sold on 1 November 2022 for €120,000 (current use value €90,000). It was purchased in May 1996 for €60,000 (current use value €25,000).


	





(8)	The written down values on 1 August 2021 are:








	
	
€





	
Vans (cost €96,000 in December 2019)


	
72,000





	
Plant and equipment (cost €152,000 in September 2020)


	
133,000







The following items were purchased during the accounting period:









	
 


	
 


	
€





	
1 November 2021


	
Machine


	
10,000





	
10 January 2022


	
Van


	
29,500







REQUIRED:

You are required to calculate the tax liabilities for XY Limited for the accounting period ended 31 December 2022.

Question 29.2: Gamble Enterprises Limited

Includes Case V, capital allowances, income tax

Gamble Enterprises Limited, which is an Irish retail company, had the following results for the year ended 31 December 2022.










	
 


	
Notes


	
€


	
€





	
Sales


	
 


	
	
2,500,000





	
Cost of sales


	
 


	
	
(1,400,000)





	
Gross profit


	
 


	
	
1,100,000





	
Other income


	
 


	
	



	
Rental income


	
(1)


	
3,500


	



	
Investment income


	
(2)


	
45,000


	



	
Profit on disposal of property


	
(3)


	
46,500


	
95,000





	
 


	
 


	
	
1,195,000





	
Less expenses


	
 


	
	



	
Depreciation


	
 


	
65,000


	



	
Royalties


	
(4)


	
24,000


	



	
Entertainment


	
 


	
11,000


	



	
Rent and rates


	
 


	
6,000


	



	
Light and heat


	
 


	
8,000


	



	
Salaries and wages


	
 


	
120,000


	



	
Motor expenses


	
(5)


	
110,000


	



	
Increase in bad debt provision


	
(6)


	
26,000


	



	
Management charge


	
 


	
40,000


	



	
Subscription


	
(7)


	
14,000


	



	
Miscellaneous


	
 


	
10,000


	
(434,000)





	
Net profit


	
 


	
 


	
761,000







Additional information

Notes:

1.	Income from property

	This income arose from the letting of a surplus retail unit. This unit was let on 1 June 2022 for €500 per month payable on the first day of each month.

	The expenses, all of which are allowable for corporation tax purposes, totalled €500, and are included in miscellaneous.

2.	Investment income comprised the following:








	
Dividend from an Irish company


	
€15,000





	
Deposit interest


	
€30,000*





	
	
€45,000







* This is the gross amount, DIRT of €9,900 has been withheld on this at source.

3.	The property in question was purchased in May 1970 for €5,000 and was sold in February 2022 for €150,000. Legal and selling expenses were €3,000. The property constitutes development land and the April 1974 valuations are as follows:

Market value €15,000

Current use value €7,000

4.	Trade patent royalties paid were €18,000, (gross amount).

5.	The motor expenses include running expenses of €8,500 in respect of a BMW used by the managing director. The BMW cost €28,000 in July 2021 and is a category F vehicle.

6.	Increase in bad debt provision is comprised as follows:








	
General


	
€20,000





	
Specific


	
€6,000





	
	
€26,000







The auditors consider the general bad debt provision to be immaterial and have not amended the accounts.

7.	Subscriptions are comprised as follows:









	
Trade


	
€10,500


	
 





	
Political


	
€2,500


	



	
Charitable


	
€1,000


	
(non-registered charity)





	
	
€14,000


	





8.	Plant and machinery

On 1 January 2022, the tax written down value of plant and machinery was as follows:

Plant and machinery (cost €150,000 in August 2020) €112,500

The following assets were purchased during the year ended 31 December 2022.










	
15 June 2022


	
Computer


	
€3,456


	
(inclusive of VAT @ 23%)





	
9 August 2022


	
Van


	
€30,495


	
(inclusive of VAT @ 23%)







	All figures were exclusive of VAT except where indicated otherwise.

REQUIRED:

(a)	Prepare the company’s corporation tax computation for the year ended 31 December 2022.

(b)	Set out clearly any income tax liabilities which will arise.

(c)	Specify the due dates for payment of both income tax and corporation tax.

(d)	When must the accounts and computations be submitted to the Revenue to avoid a surcharge?

Question 29.3: Retail Limited

Retail Limited is an Irish incorporated company engaged in the retail sale of household appliances. Results for the year ended 31 December 2022 were as follows:









	
	
	
€





	
Sales


	
	
4,000,000





	
Cost of sales


	
	
(1,200,000)





	
	
	
2,800,000





	
Overheads


	
(Note 1)


	
(1,500,000)





	
Other income


	
(Note 2)


	
200,000





	
Net profits


	
	
1,500,000







Note 1:

The following were included in overheads:









	
 


	
	
€





	
Directors’ salaries


	
	
250,000





	
Depreciation


	
	
100,000





	
Legal expenses


	
(a)


	
45,000





	
Leasing charges


	
(b)


	
6,500





	
Subscriptions


	
(c)


	
4,700





	
Interest on loan used to purchase


	
	



	
Shares in Andrell Limited


	
(d)


	
10,000







Note 2:

Other income is comprised as follows:









	
 


	
	
€





	
National loan interest


	
	
100,000





	
Profit on sale of shares


	
(e)


	
70,000





	
Dividend from Irish company


	
	
30,000





	
	
	
200,000







You are given the following information:









	
(a)


	
Legal expenses is comprised as follows:


	
€





	
	
Pursuing breach of contract by a supplier


	
20,000





	
	
Disposal of shares


	
2,500





	
 


	
Collection of bad debts


	
22,500





	
	
	
45,000







(b)		Leasing charges (includes interest plus capital) is comprised as follows:








	
 


	
€





	
Managing director’s car


	
4,000





	
Financial controller’s car


	
2,500





	
	
6,500







Both the managing director’s and financial controller’s cars were first leased in August 2021. The retail values were:








	
 


	
€





	
Managing director’s car, category A


	
26,000





	
Financial controller’s car, category C


	
21,000







(c)		Subscriptions are made up as follows:








	
	
€





	
Local football club


	
1,500





	
Charities (€200 or less to each charity)


	
1,000





	
Trade association


	
2,200





	
	
4,700







(d)		Retail Limited owns 25% of the ordinary shares of Andrell Limited which is an Irish company in receipt of rental income. The managing director of Retail Limited acts as a non-executive director of Andrell Limited.

(e)		The profit on the sale of shares was realised on the disposal of Retail Ltd’s 2% shareholding in AB Limited on 30 March 2022 for €100,000.

		Details are as follows:








	
1/4/1992


	
Purchased 10,000 €1 ordinary shares for €20,000.





	
1/10/1994


	
Bonus issue of 1 share for every 2 shares held.





	
2/3/1996


	
A rights issue of 1 share for every 3 shares held at €2 per share.







(f)		The company has no claim for capital allowances in the current year.

REQUIRED:

You are required to calculate the corporation tax payable by Retail Limited for the year ended 31 December 2022.

Question 29.4: Tardy Accounts Limited

Tardy Accounts Limited has prepared accounts for 18 months ending 31 December 2022. Results are as follows:








	
 


	
€





	
Case I


	
1,500,000





	
Capital allowances:


	



	
Cost – all acquired in May 2019


	
600,000





	
Tax written down Value (TWDV) 1/7/2021


	
450,000





	
Case III 1/9/2021


	
100,000





	
Case III 1/9/2022


	
150,000





	
Case III 31/12/2022


	
80,000







The company sold shares in July 2022 for €170,000. These shares had cost €100,000 in March 2002.

REQUIRED:

Calculate the corporation tax liabilities for Tardy Accounts Limited for the periods covered by the accounts.

Question 29.5: Drive Limited

Drive Limited is an Irish resident company that sells spare parts for cars. It has traded for many years and has always made up its accounts to 31 December.

Outlined below is the profit and loss account of Drive Limited in the statutory format for the year ended 31 December 2022.








	
	
€





	
Turnover from continuing operations


	
12,735,000





	
Gross profit


	
400,000





	
Distribution expenses (note 1)


	
(175,300)





	
Administration expenses (note 2)


	
(95,700)





	
Interest payable and similar charges (note 3)


	
(27,000)





	
Interest receivable and other income (note 4)


	
20,000





	
Profit on ordinary activities before taxation


	
122,000





	
Taxation on profit on ordinary activities


	
(51,800)





	
Profit on ordinary activities after taxation


	
70,200





	
Dividends


	
(20,000)





	
Profit returned for the year


	
50,200





	
Profit brought forward from previous years


	
23,000





	
Retained profit


	
73,200







Listed below is the additional information, which would be required by a tax practitioner to compute the corporation tax liability.

1.	Distribution expenses include the following items:








	
	
€





	
Depreciation on motor vehicles


	
12,000





	
Depreciation on plant and machinery


	
15,000





	
Profit on disposal of van


	
(4,000)





	
Van expenses


	
15,000





	
Motor expenses


	
7,500





	
Provision for repairs to premises


	
6,000





	
Pension fund contributions (including accrual of €2,000)


	
20,000





	
New alarm system for premises (included in repairs)


	
5,500







2.	Administration expenses include the following items:








	
	
€





	
Depreciation on office equipment


	
6,600





	
Bad debts written off


	
3,900





	
Bad debts recovered


	
(1,000)





	
Increase in general bad debt provision


	
6,000





	
The auditors consider the general bad debt provision to be immaterial and have not amended the accounts


	



	
Increase in specific bad debt provision


	
3,300





	
Legal fees re: debt collection


	
4,000





	
Legal fees re: proposed purchase of new premises


	
2,500





	
Staff expenses for Christmas party


	
2,900





	
Customer entertainment


	
7,800





	
Interest on late payment of PAYE/PRSI


	
900





	
Charitable donations to approved charity


	
700





	
Political donation


	
5,500





	
Trade subscription to “Spare Parts Sellers” association


	
750





	
IBEC subscription


	
500







3.	The amount for “Interest payable and similar charges” is broken down as follows:








	
	
€





	
Interest on bank overdraft


	
2,000





	
Interest on loan repayable in five years


	
11,000





	
Finance lease charges


	
14,000





	
	
27,000







4.	The amount for “Interest receivable and other income” is broken down as follows:








	
	
€





	
Deposit interest received (without deduction of DIRT)


	
6,000





	
National loan stock interest


	
10,000





	
Irish dividends received


	
4,000





	
	
20,000







5.	Leasing









	
	
	
€





	
1/1/2022


	
Opening leasing obligations total


	
37,000





	
	
Fixed assets acquired under finance leases in 2022 – wheel machine


	
12,000





	
31/12/2022


	
Closing leasing obligations total


	
21,000







6.	Fixed Assets

(a)	Additions to fixed assets in 2022









	
	
	
€





	
Motor vehicles


	
Scania van


	
22,000





	
	
BMW 320I, category C


	
44,000





	
	
Ford Mondeo, category F


	
33,500





	
Plant


	
Dye machine (leased)


	
12,000





	
	
Parts fitter


	
8,000





	
Fixtures and Fittings


	
Warehouse shelving


	
14,000







(b)	Disposals of fixed assets in 2022

	Disposal of van for €7,000

	Net Book Value at date of disposal: €3,000

	Tax written down value (TWDV) on 1/1/2022: €6,250

	Cost of van in October 2019: €10,000

7.	Capital Allowances

	For capital allowance purposes the TWDVs at 1/1/2022 are:









	
	
€


	



	
Motor cars


	
7,500 


	
(purchased 2019 – cost €12,000)





	
Vans


	
11,250 


	
(purchased 2019 – cost €18,000)





	
Plant and machinery


	
17,500 


	
(purchased 2019 – cost €28,000)





	
Fixtures and fittings


	
26,250 


	
(purchased 2019 – cost €42,000)







REQUIRED:

Calculate the tax due.

State the due dates and amounts of any preliminary tax payments.

Question 29.6: Rogan Limited

Corporation tax calculation

Rogan Ltd commenced to trade on 1 July 2021 as a widget distributor. It purchased shelving and racking on 2 July 2021 costing €50,000.

The auditors completed the first set of accounts for the period ended 31 December 2022, showing a profit before tax of €180,000.

During the period, the company was using a specialised racking procedure as designed by an inventor. They had not yet reached agreement over the cost of the royalty and therefore the auditors had accrued €70,000 as a provision for the expected charge. Depreciation amounted to €12,500 on the equipment.

REQUIRED:

Calculate the company’s corporation tax liability for the period.

Chapter 30: Losses

Question 30.1: Frank Limited

S396a, S396b, S308

Frank Limited is an Irish manufacturing company. The company commenced to trade on 1 July 2020.

Results since the commencement of business have been as follows:










	
 


	
6 mths


	
Year ended


	
Year ended





	
 


	
to 31/12/2020


	
31/12/2021


	
31/12/2022





	
Trading income


	
200,000


	
(300,000)


	
125,000





	
Case V


	
15,000


	
32,500


	
40,000





	
Case V capital


	
	
	



	
allowances (IBA)


	
8,000


	
10,000


	
60,000





	
Case III


	
10,000


	
24,000


	
25,000





	
Patent royalties paid (gross)


	
5,000


	
15,000


	
20,000







The corporation tax returns for all periods were filed on time except for year ended 31 December 2022, which was filed seven months after the filing date.

REQUIRED:

Calculate the company’s corporation tax for all accounting periods making maximum use of all loss relief.

Question 30.2: Hard Times Limited

Hard Times Limited’s results for the last three accounting periods are as follows:










	
 


	
Year ended 31/12/2020


	
Period ended 30/06/2021


	
Year ended 30/06/2022





	
 


	
€


	
€


	
€





	
Case I


	
250,000


	
100,000


	
(500,000)





	
Case V


	
100,000


	
20,000


	
25,000







REQUIRED:

Calculate the corporation tax liabilities for all periods on the assumption that maximum relief is claimed at the earliest opportunity.

Question 30.3: A Company Limited

A company has the following results for the accounting years ended 31/12/2021 and 31/12/2022:








	
Accounting Period ended 31/12/2021


	
€





	
Trading profits


	
100,000





	
Case V


	
50,000





	
Trade charges


	
(25,000)














	
Accounting Period ended 31/12/2022


	



	
Trading loss


	
(200,000)





	
Case V


	
50,000





	
Trade charges


	
(55,000)







REQUIRED:

Calculate the corporation tax computations for 2021 and 2022.

Question 30.4: Alpha Limited

Loss relief

Alpha Limited is an Irish resident company with no associates. The company began trading on 1 July 2019. The results of Alpha Limited for the first four accounting periods have been as follows:











	
 


	
Year end

30/6/20


	
Year end

30/6/21


	
Six months

31/12/21


	
Year end

31/12/22





	
 


	
€


	
€


	
€


	
€





	
Trading profits/loss


	
40,000


	
38,000


	
(50,000)


	
80,000





	
Case V income/loss


	
(5,000)


	
20,000


	
10,000


	
25,000





	
Case V capital allowances (IBA)


	
(5,000)


	
(5,000)


	
(5,000)


	
(5,000)





	
Chargeable gains adjusted


	
2,000


	
–


	
15,000


	
3,000







REQUIRED:

You are required to compute the corporation tax of Alpha Limited for each accounting period on the assumption that full relief was claimed for all available losses at the earliest opportunity.

Chapter 31: Groups: Payments, Losses and Transfers of Assets

Question 31.1: Wise Limited

Capital gains; intra-group transfers

Delta Ltd is a 80% subsidiary of Wise Ltd.

Beta Ltd is a 80% subsidiary of Delta Ltd.

Alpha Ltd is a 100% subsidiary of Beta Ltd.

All are trading companies and their accounting periods end on 31 December each year.

The parent/subsidiary relationships have been in existence since 1991.

The following transactions occurred during the year ended 31 December 2022.

1.	Delta Ltd disposed of a premises to a third party for €250,000 on 1 February 2022. This was acquired from Wise Ltd on 10 May 1995. Its market value at that date was €195,000. Wise Ltd acquired it on 1 May 1991 for €135,000.

2.	Beta Ltd acquired a premises from Wise Ltd on 10 September 2022. Its market value was €250,000. It was acquired from an unconnected third party by Wise Ltd for €160,000 on 1 June 2008.

3.	Alpha Ltd transferred a premises to Delta Limited on 20 December 2022 for €40,000. The market value was €90,000.

4.	On 31 December 2022, Beta Limited disposed of its shareholding in Alpha Ltd to a third party for €50,000. It had required this shareholding on 1 January 1991 for €95,000.

REQUIRED:

(a)	State which companies are members of a group for the purposes of relief from corporation tax on intra-group transfers of chargeable assets.

(b)	Compute the corporation tax on the chargeable gains, if any, payable by the above companies for the year ended 31 December 2022.

Question 31.2: P Limited

Group relief and s396B

P Ltd an Irish holding company has six subsidiaries – A Ltd, B Ltd, C Ltd, D Ltd, E Ltd and F Ltd. Each subsidiary is wholly owned except E Ltd in which P Ltd holds 70%.

All the subsidiaries are resident in the Republic of Ireland, except F Ltd which is resident in Iraq.

All have been subsidiaries of P Ltd for a number of years except D Ltd, which was purchased on 1 April 2022.

All the subsidiaries are involved in retail sales only, of electrical equipment, except C Ltd, which derives 60% of its turnover from a manufacturing activity.

The results of each company for the year ended 31 December 2022, as adjusted for tax purposes, are summarised as follows:













	
 


	
A


	
B


	
C


	
D


	
E


	
F





	
 


	
€


	
€


	
€


	
€


	
€


	
€





	
Case I


	
10,000


	
(50,000)


	
(20,000)


	
7,500


	
20,000


	
25,000





	
Case III


	
–


	
10,000


	
20,000


	
10,000


	
10,000


	
–





	
Chargeable


	
 


	
 


	
 


	
 


	
 


	
 





	
Gains


	
10,000


	
5,000


	
–


	
–


	
–


	
–





	
Capital losses


	
(25,000)


	
–


	
–


	
(17,000)


	
–


	
–







The capital losses were incurred in respect of disposals of development land.

All the companies’ tax returns were lodged with the Inspector of Taxes by 23 September 2023.

REQUIRED:

You are required to calculate the corporation tax liabilities of the P Ltd group.

Question 31.3: D Limited

Consortium relief

D Ltd is a holding company whose business consists wholly or mainly in the holding of shares or securities of companies. D Ltd holds 100% of the share capital of E Ltd, 90% of the share capital of F Ltd and 65% of the share capital of G Ltd – all of which are trading companies. D Ltd’s share capital is in turn held 70% by A Ltd, 20% by B Ltd and 10% by C Ltd.

All the companies are resident in the State and none of the companies is a share dealing company.

The companies’ taxable profits/losses for the two years ended 31 December 2021 and 31 December, 2022 were as follows:

Year ended 31 December 2021














	
 


	
A


	
B


	
C


	
D


	
E


	
F


	
G





	
 


	
€


	
€


	
€


	
€


	
€


	
€


	
€





	
Case I


	
20,000


	
50,000


	
(30,000)


	
–


	
(2,000)


	
(10,000)


	
(2,000)





	
Case V


	
18,000


	
–


	
9,500


	
–


	
–


	
–


	
–







Year ended 31 December 2022














	
Case I


	
100,000


	
5,000


	
50,000


	
–


	
(50,000)


	
(5,000)


	
(2,000)





	
Case V


	
20,000


	
–


	
10,000


	
–


	
–


	
–


	
–







A, B and C Ltd have approached you and wish to know if it is possible for them to avail of the losses in E, F and G Ltd.

REQUIRED:

Calculate the corporation tax payable by A, B and C Ltd for the years ended 31 December 2021 and 31 December 2022.

Question 31.4: The Holdco Group

Group relief

The Holdco group comprises Holdco Ltd and its subsidiaries as follows:









	
 


	
Percentage Holding


	
Country of residence





	
A Ltd


	
100%


	
Ireland





	
B Ltd


	
75%


	
Ireland





	
C Ltd


	
75%


	
Ireland





	
D Ltd


	
100%


	
Ireland





	
E Ltd


	
51%


	
Ireland





	
F Ltd


	
100%


	
Cuba







The holdings in all companies have been owned by Holdco for several years except for B Ltd, which was acquired on 1 March 2022.

Results for the year ended 31 August 2022 were as follows:













	
 


	
 A Ltd


	
 B Ltd


	
 C Ltd


	
 D Ltd


	
E Ltd


	
F Ltd





	
	
€


	
€


	
€


	
€


	
€


	
€





	
Case I


	
80,000


	
(100,000)


	
(140,000)


	
35,000


	
40,000


	
50,000





	
Case III


	
30,000


	
20,000


	
40,000


	
20,000


	
20,000


	
–





	
Chargeable gains


	
20,000


	
10,000


	
–


	
–


	
–


	
–





	
Capital losses


	
(50,000)


	
–


	
–


	
(34,000)


	
–


	
–







The figures for chargeable gains have been adjusted for corporation tax purposes and do not relate to disposals of development land.

The figures for capital losses, on the other hand, do relate to disposals of development land.

Holdco is simply a holding company and carries on no other activity. It received a dividend of €10,000 from E Ltd on 1 August 2022.

REQUIRED:

You are required to calculate the corporation tax of all companies in the Holdco loss group for the year ended 31 August 2022.

Question 31.5: Capital Problems

Anti-avoidance – examples

The following transactions are unrelated:

(a)	A Ltd joined the Walsh group on 1 June 2022. It has capital losses carried forward of €30,000 from the year ended 30 June 2009.

You are required to discuss the relief A Ltd and the Walsh Group can obtain for the loss of €30,000.

(b)	A Ltd owns 80% of B Ltd. On 1 July 2022, A Ltd transferred development land to B Ltd. The market value of the development land on 1 July 2022 is €80,000 (current use €15,000). A Ltd purchased the land on 1 May 2002 for €60,000 (current use €15,000).

You are required to calculate the gain, if any, on the above transaction.

(c)	X Ltd owns 75% of Y Ltd. X Ltd purchased a warehouse on 1 August 1996 for €60,000. On 10 March 2015 this was transferred to Y Ltd. The market value of the warehouse in 2015 was €78,550. Y Ltd leaves the group in 2022.

You are required to calculate the gain, if any, on the above transaction.

Question 31.6: Run, Walk and Skip Limited

Run Limited owns 100% of Walk Limited and Skip Limited. All companies are involved in retail trades and have December year-ends.

The results for the year ended 31 December 2022 are as follows:










	
 


	
Walk Limited


	
Run Limited


	
Skip Limited





	
	
€


	
€


	
€





	
Case I


	
        100,000


	
(300,000)


	
50,000





	
Case V


	
        30,000


	
20,000


	
15,000







In July 2022, Run Limited sold a trading asset for €112,288. Walk Limited had originally purchased this asset in September 1997 for €75,000. It was transferred to Run Limited in March 2015 for €80,000 when its market value was €95,000.

Skip Limited sold a trading asset in April 2022 for €85,000. This asset had been purchased in October 1998 for €135,000.

REQUIRED:

Calculate the tax due for Run Limited, Walk Limited and Skip Limited.

Question 31.7: Brighton & Hove Limited

Two members of a qualifying group have results as follows for corresponding accounting periods:









	
 


	
Brighton Limited


	
Hove Limited





	
	
Year end


	
Year end





	
	
31/12/2021


	
31/12/2021





	
 


	
€


	
€





	
Case I


	
(100,000)


	
40,000





	
Case V


	
20,000


	
15,000





	
	
	



	
	
Year end


	
Year end





	
	
31/12/2022


	
31/12/2022





	
	
€


	
€





	
Case I


	
90,000


	
(200,000)





	
Case V


	
Nil


	
30,000







REQUIRED:

Calculate the corporation tax liabilities for both companies for 2021 and 2022, illustrating how maximum possible loss relief may be claimed.

Question 31.8: Chairs Limited

Chairs Limited owned 90% of the ordinary shares in Desks Limited, and 85% of the ordinary shares in Tables Limited.

In June 1995, Tables Limited bought a property for €40,000. Having spent €20,000 on improvements in May 1996, it sold the property to Chairs Limited for €30,000 in March 1997.

Chairs Limited spent a further €15,000 in improving the property in June 1997, and sold it to Desks Limited for €60,000 in December 1999. The market value of the property at that time was €129,000.

Chairs Limited sold half of the ordinary shares it held in Desks Limited in January 2000. Desks Limited incurred a further €3,000 of enhancement expenditure in February 2000. In March 2022, Desks Limited sold the property to an unconnected person for €280,000.

REQUIRED:

Calculate the amount of any gains chargeable to corporation tax arising on the above transactions.

Chapter 32: Close Companies

Question 32.1: Simms Limited

Close company surcharge and Case I computation

Harold Simms is the Managing Director of Simms Ltd, a company which is resident and incorporated in Ireland and engaged in the business of importing and distributing computer hardware and software in the Republic of Ireland. The share capital comprised ordinary shares of €1 each held as follows:








	
 


	
€





	
Harold Simms


	
95





	
Ann Simms


	
5





	
	
100







The following information has been extracted from its accounts for the year ended 31 December 2022.









	
 


	
Notes


	
€





	
Net profit


	
	
180,000





	
After deducting:


	
	



	
Travel and entertainment


	
(1)


	
28,500





	
Audit fees


	
	
4,500





	
Hire/lease payments


	
(2)


	
11,000





	
Legal expenses


	
(3)


	
7,500





	
Directors’ remuneration


	
(4)


	
64,000





	
And after crediting:


	
	



	
Dividends received


	
(5)


	
10,000





	
Rental income


	
(6)


	
30,000





	
Interest on temporary


	
	



	
cash surplus


	
(7)


	
10,500





	
Profit on the sale of shares


	
(8)


	
37,500







Notes:

1.	Travel and entertainment








	
	
€





	
Fares and hotel expenses for trip to suppliers in California


	
11,000





	
Entertainment of suppliers in California


	
3,000





	
Travel by way of public transport to customers in Ireland


	
2,500





	
Entertainment of customers


	
6,000





	
Motor expenses for Managing Director’s car, other than hire charges


	
6,000





	
	
28,500







2.	Hire/Lease payments








	
	
€





	
Hire of specialised equipment


	
5,000





	
Lease payments for Managing Director’s car, category B


	
6,000





	
	
11,000







The car was first leased on 1 August 2021 and the retail value was €31,750. Prior to that date, all business travel was by way of public transport.

3.	Legal expenses








	
 


	
€





	
Negotiating dealership agreements with computer stores


	
6,000





	
Pursuit of bad debts


	
1,500





	
	
7,500







4.	Directors’ remuneration








	
	
€





	
Salaries


	
50,000





	
Benefits in kind


	
6,000





	
Pension contributions


	
8,000





	
	
64,000







5.	The dividends received are in respect of the company’s holding of shares in Irish retail companies and no s434(3A) TCA97 elections had been made.

6.	Rental income is in respect of a building which the company constructed on a site which it owns in Cork. The costs of construction were incurred in the period June–November 2010 and the building was occupied by the tenant on 1 April 2012. The construction costs were €250,000. The tenant is a manufacturing company.

7.	DIRT was not deducted from interest income.

8.	The profit on sale of shares was in respect of the disposal of 45,000 quoted ordinary shares in an Irish retail company on 10 March 2022 for €2 each. The company had originally acquired 30,000 of these shares on 15 November 1989 for €1 each. On 2 November 1992, it took up a rights issue of 1 for 2 at €1.50 per share. Simms Ltd owns less than 1% of the company.

9.	Simms Ltd has a trading loss carried forward from 31 December 2021 of €15,000.

REQUIRED:

Compute the tax liabilities payable by Simms Ltd. for the year ended 31 December 2022. Assume no dividends will be paid by the company until 2025.

Question 32.2: Green Food Limited

Close company consequences – discussion and calculation

Green Food Systems is an Irish incorporated and resident company. The shareholders are as follows:








	
Ken Murphy


	
40%





	
Gary Murphy


	
40%





	
Aine Murphy


	
20%







The share capital of the company comprises 10,000 €1 ordinary shares issued at par and fully paid up.

Ken and Gary Murphy are brothers. Each is a director of the company and works full time for it. Aine Murphy is their sister. She is a teacher. She is not a director of the company and she plays no part in its affairs.

The following information has been extracted from the company’s financial records for the year ended 31 December 2022:








	
	
€





	
Turnover


	
2,787,500





	
Cost of sales


	
(1,975,000)





	
Gross profit


	
812,500





	
Overheads (note1)


	
(420,000)





	
Net profit


	
392,500







Notes:

1.	The company leases three cars, which are provided for the exclusive use of the shareholders. All costs are fully borne by the company and have been charged in the profit and loss account.








	
Ken Murphy’s Car, category B


	
€





	
Capital Value


	
25,000





	
Lease Charges


	
4,500





	
Running Costs


	
2,800





	
	



	
Gary Murphy’s Car, category C


	



	
Capital Value


	
26,500





	
Lease Charges


	
4,650





	
Running costs


	
3,100





	
	



	
Aine Murphy’s Car, category A


	



	
Capital Value


	
20,000





	
Lease Charges


	
3,800





	
Running Costs


	
2,650





	
	





2.	The company operates a current account for each director. Summaries of these accounts for the year ended 31 December 2022 show the following information:








	
Ken Murphy DR/(CR)


	
€





	
Opening balance


	
Nil





	
Net remuneration


	
(25,000)





	
Payments drawn


	
25,000





	
Closing balance


	
Nil





	
	



	
Gary Murphy DR/(CR)


	



	
Opening balance


	
(15,000)





	
Net remuneration


	
(25,000)





	
Payments drawn


	
25,000





	
Closing balance


	
(15,000)





	
	



	
Aine Murphy DR/(CR)


	



	
Opening balance


	
Nil





	
Advance made 01/01/2022


	
20,000





	
Closing balance


	
20,000







Interest of €1,500 was paid to Gary Murphy in respect of the credit balance on his current account.

The advance made to Aine Murphy during the year is for five years and is interest free.

Apart from any adjustments to profits required in the light of the above information you may assume that no further adjustments are required.

REQUIRED:

(a)	List four consequences of a company being regarded as a close company.

(b)	Compute all taxes due by Green Food Ltd in respect of the year ended 31 December 2022. (Excluding the close company surcharge.)

Question 32.3: Close Company

(a)	Define a close company.

(b)	P Ltd is an Irish retail company. Its issued share capital is as follows:








	
– 200,000


	
€1 preference shares





	
– 200,000


	
€1 ordinary shares







The preference shares have no voting rights.

The main shareholders and their respective shareholdings are as follows:









	
	
Ordinary Shares


	
Preference Shares





	
John Jackson


	
10,000


	
13,000





	
Ron Jones


	
4,800


	
2,500





	
Peter Mullins


	
5,000


	
5,000





	
PR Ltd shareholders


	
	



	
John Jackson & Peter Mullins


	
5,000


	
15,000





	
Hank Ltd


	
70,000


	
70,000







The balance of the ordinary and preference shares are held by one hundred individuals who have no connection with the main shareholders or with each other. Each of these individuals has the following shareholding:








	
– 1,052


	
€1 ordinary shares





	
–   945


	
€1 preference shares







These individuals have also each lent €1,600 to the company.

Hank Ltd is a US publicly quoted company.

John Jackson and Peter Mullins along with Bill Rogers (a nominee of Hank Ltd) are the directors of the company. These are part-time appointments.

None of the other individual shareholders have any other business interests.

Is P Ltd a close company?

Question 32.4: Carrican Limited

Professional services company

Carrican Limited, a professional services company, had the following results for the year ended 31 December 2022









	
	
€


	
€





	
Bank deposit interest (received gross)


	
	
40,000





	
Professional services income


	
	
210,000





	
	
	
250,000





	
	
	



	
Expenses


	
	



	
Overheads


	
95,000


	



	
Directors’ salaries


	
	



	
Julie


	
15,000


	



	
Rory


	
25,000


	



	
Michael


	
25,000


	
(160,000)





	
Net profit


	
	
90,000





	
	
	



	
Interim dividend paid 30/11/2022


	
	
10,000














	
	
€





	
€1 ordinary shares in the company are held as follows:


	



	
Julie


	
70





	
Gary (Julie’s husband)


	
10





	
Rory


	
10





	
Michael


	
10





	
Total


	
100







Julie is a director and works part-time in the company and you are aware that she and Gary are extremely wealthy and in receipt of considerable income from other sources.

Rory and Michael are full time directors of the company and have no other income from any other source. Up to 30 June 2022, Julie and Gary had owned 100% of the company. Rory and Michael were rewarded with shares for service rendered.

During the year the following transactions took place:

(a)	Julie lent €90,000 to Carrican Ltd at interest of 9% on 1 July 2022.

(b)	On 10 July 2022, Carrican Ltd purchased Gary’s car from him for €10,000. The car was worth €6,250 on that day.

REQUIRED:

Calculate Carrican Ltd’s corporation tax and surcharge payable for the year ended 31 December 2022.

Question 32.5: B Limited

B Limited has the following results for the accounting period ended 31 December 2022:








	
	
€





	
Chargeable gain (as adjusted)


	
5,000





	
Trading income (non-professional)


	
10,000





	
Rental income


	
6,000





	
Bank interest (Gross)


	
8,000





	
FII (Gross)


	
2,000







B Limited paid charges of €3,000 in respect of its trading activities and claimed €4,000 of loss relief under s396(1) TCA97 for a relevant trading loss which arose in the accounting period ended 31/12/2021.

Assume that for the accounting period ended 31/12/2022, a final dividend of €2,000 was declared and paid on 1 February 2023.

REQUIRED:

Calculate the surcharge due.

Question 32.6: Reek Limited

Reek Limited has the following results for the accounting period ended 31 December 2022:








	
	
€





	
Chargeable gain (as adjusted)


	
5,000





	
Trading income (professional)


	
18,000





	
Rental income


	
9,000





	
Bank interest (Gross)


	
4,000





	
FII (Gross)


	
7,000







The company paid non-relevant trade charges of €3,000.

Assume that for the accounting period ended 31 December 2022, a final dividend of €2,000 was declared and paid on 1 February 2023.

REQUIRED:

Calculate the surcharge due.




6 Capital Acquisitions Tax Questions

Chapter 33: Basic Principles of Capital Acquisitions Tax

Question 33.1: Terminology

1. Eoin owes Sheila €70,000. On 5 June 2022, Sheila asks Eoin to pay €40,000 to her daughter Sarah in full settlement of the debt. Who are the donees and calculate any CAT due assuming no previous gifts or inheritances? (Eoin is Sheila’s first cousin.)

2. Janet conveys her holiday cottage in Kerry to her brother, Gerry, for life, with reminder to her nephew, Patrick. Gerry died some months later and Patrick became entitled to the property.


	Who is/are the donees?

	What is/are the valuation date(s)?

	Are they entitled to any exemptions?



3. On 1 January 2022, James agreed to transfer his farm to his son Joseph when he marries. Joseph subsequently marries on 1 July 2022.


	What is the date of disposition?

	When does, Joseph become “beneficially entitled in possession”?

	What is the valuation date?

	When is the CAT payable and when should the CAT return be filed?



Question 33.2: Territorial Scope

Andrew Adamson died on 1 August 2022. He lived in Ireland until 2009, when he emigrated to Canada.

By his will, he left his house in Canada, valued at €350,000 to his sister Anna, who is resident in Ireland.

He left his holiday home in Galway to his fiancée Susan, who is resident in Canada. The holiday home is valued at €200,000.

Andrew left his holding of €50,000 Irish Government stock to his Canadian neighbour Paul. Paul was born in Canada and has lived there all his life. Andrew acquired the Government stock on 5 January 2005.

Anna had taken a previous inheritance of €63,000 from her grandmother in June 2012.

REQUIRED:

Please calculate the Irish capital acquisitions tax liabilities arising on the death of Andrew Adamson for:

(i) Anna;

(ii) Susan;

(iii) Paul.

Question 33.3: Method of Computation

Thomas gave his son, Sean, a cash gift of €500,000 on 15 June 2022. His son had previously received the following benefits:

(1) A holiday home in Galway valued at €80,000 inherited from his grandmother in June 2006.

(2) Jewellery valued at €20,000 inherited on the death of his mother in August 2012.

All are Irish domiciled and resident.

Calculate the capital acquisitions tax payable by Sean in respect of the 2022 benefit taken by him.

Question 33.4: Valuation of Limited Interest

Michael Ryan died in July 2022 and by his will devised and bequeathed the following, with valuations at the valuation date of 1 December 2022:

(a) A house in Kinsale to his godchild (no blood-relation), Áine, who lives in Dublin. The house is valued at €400,000 with an annual letting value of €10,000, subject to the payment of a €4,000 annuity for life to the wife of Michael’s pre-deceased brother (Paul), Susan. Susan is aged 50 and owns one other residential property.

(b) Residue of the estate to his sister, Máire, valued at €30,000.

Áine had received a prior benefit of €30,000 from her father in 2016.

REQUIRED:

(i) Calculate Susan’s CAT liability.

(ii) Calculate Áine’s CAT liability.

(iii) Calculate Máire’s CAT liability.

Question 33.5: Valuation of Limited Interest

On 10 July 2022, Matthew Nolan gifted a life interest in a dwelling house to his uncle Andrew. The value of the house at this date was €350,000 and Andrew was aged 68.

A mortgage of €100,000 was outstanding on the house (which Andrew took over, with the consent of the bank) and Andrew paid €40,000 as consideration for the gift.

Andrew had previously received a benefit of €150,000 on the death of his wife in 2016.

REQUIRED:

Calculate the CAT arising on the above gift to Andrew.

Question 33.6: Joseph Murphy

Joseph Murphy was killed in a car accident on 3 August 2022.

His estate consisted of a house valued at €500,000 and cash amounting to €100,000.

By his will, Joseph left the house to his fiancée Helen, subject to an annuity of €20,000 for life to his mother, Breda. Breda was aged 60 on the valuation date (3 August 2022).

The gross annual value of the property was €50,000 at the valuation date.

Joseph left the sum of €100,000, the residue of his estate, to his brother John.

Breda, Joseph’s mother, died on 3 December 2022 at which time the house was worth €600,000 and the gross annual value of the property was €55,000.

REQUIRED:

Please calculate the capital acquisitions tax liabilities of

(i) John

(ii) Breda

(iii) Helen

Question 33.7: Agricultural Relief

Adrian McPhillips, died on 30 June 2022, having by his will devised and bequeathed all his property to the wife of his deceased brother, Sinead, for her life, with remainder to Sinead’s son, Andy. Sinead was 40 at the time of Adrian’s death.

Adrian’s estate, on the valuation date, 30 December 2022, consisted of the following:








	
 


	
€





	
Farm and farmhouse


	
1,500,000





	
Livestock


	
300,000





	
Cash in bank


	
50,000







Debts and funeral expenses amounted to €30,000.

Sinead does not have an agricultural qualification, but she plans on farming the farm on a part-time basis. Sinead estimates that she will work approximately 25 hours per week on the farm. Sinead owns a property worth €300,000 and has cash in the bank of €30,000.

REQUIRED:

Calculate the CAT liability for Sinead.

Question 33.8: Business Relief

Barry O’Brien owned 100 shares in O’Brien Enterprises, a company which he set up in 2011. On 15 June 2015, he transferred 20 of the shares in the company to each of his sons, Kevin and Pat. On his death on 1 September 2022, he bequeathed a further 20 shares each to Kevin and Pat, with the balance of 20% to his niece, Helen (his sister’s daughter), who had worked with him full-time in the business since 2015. Neither Kevin nor Pat work in the business.

On 15 June 2015, the shares were worth €3,500 each and were worth €5,000 each in 2022.

Neither Kevin nor Helen had received any prior benefits.

REQUIRED:

(a) Outline what conditions must be met for assets to qualify for business property relief.

(b) Outline the basis on which Kevin and Helen may qualify for business property relief.

(c) Calculate the CAT liabilities in 2022 for

(i) Kevin, and

(ii) Helen.



7 ASSIGNMENT SOLUTIONS

Chapter 1: Irish Taxation – Principles and Policy

Assignment Solutions 1.1 – 1.4: 

Having read Chapter 1, you should now be in a position to attempt the tasks as set out in the Assignments. While some of the tasks are not specifically dealt with in Chapter 1, the chapter does provide you with the contextual basis necessary to attempt the tasks.

Chapter 2: Introduction to the European Dimension

Assignment Solution 2.1:

(i)	Summarise the case outlined by Ireland in justifying their VAT treatment of toll charges.

Ireland, through the Revenue Commissioners, advised the EC that it considered the tolls in question represented payment for letting of immovable goods and as such were exempt from VAT. Therefore in relation to the second issue of VAT own resources, Ireland’s position was that there was no case to answer on the basis that the tolls in question were exempt from VAT and as such no change to the calculation of Ireland’s contribution to the EC budget was necessary.

Ireland cited Articles 4(5) and 13B (b) (Sixth VAT Directive) [arts 13 & 135, Council Directive 2006/112/EC] in justification of its position. Ireland contended that the supply for the payment of a toll was the right to use the toll road. The Irish position was that the term letting covered rights and easements over land. Ireland also indicated that a letting did not necessarily have to have a classic landlord/tenant relationship and claimed this was borne out by the fact that activities such as letting of car parks were specifically excluded from the exemption in article 13B (b) implying that they were lettings, albeit not exempt from VAT. Article 4(5) was cited on the basis that this was an activity normally carried out by local authorities who had licensed the private operator to carry out the activity on their behalf.

(ii)	Summarise the case outlined by the Commission in justifying their action against Ireland.

In relation to the question of VAT exemption of toll charges, the EC indicated that it considered the provision of access to the roads to be an economic activity within the meaning of Articles 2 and 4 of the Sixth Directive. It contended that the carrying out of the activity under special rules by private operators does not remove the activity from the scope of VAT. The EC contended that 4(5) did not apply because the activity was not a core activity of public authorities which could not be delegated to private operators. It further contended that the exemption referred to in Article 4(5) can only be relied upon if the activity in question is in fact carried out by a local authority. In relation to the exemption referred to at Article 13B (b), the EC contended that a right of exclusive possess was a requirement and did not exist in the current case. The EC also contended that an exempt letting required a classic landlord/tenant letting, which was also absent in this case.

In the matter of VAT own resources, i.e., Ireland’s contribution to the EC budget, the EC contended that where a Member State breached the Sixth Directive and thereby VAT own resources were reduced, it had the right to seek retribution of the amount by which the VAT own resources were reduced. It also indicated that Article 11 of Regulation 1552/89 provided for the collection of interest on payments which were the subject of “any delay”. It contended that it had given Ireland sufficient time to remedy its infringement of the Sixth Directive, an opportunity not taken up by Ireland.

As VAT was not levied on toll charges, it was not taken into account in calculating Ireland’s contribution to VAT own resources.

(iii) Summarise the findings and judgement of the court, in particular their commentary on the Irish position and the Commission’s actions.

The Court of Justice of the EU (CJEU) ruled that Ireland was incorrect in exempting toll charges from VAT and had failed to fulfill its obligation under Articles 2 and 4 of the Sixth Directive [arts 2 & 13, Council Directive 2006/112/EC].

In relation to Article 4(5), the ECJ indicated that the activity must be carried out by a body governed by public law and they must be carried out by that body acting as a public authority. It contended that as the activity in question in Ireland was in fact carried out by a private operator governed by private (ordinary) law that the exemption provided for in Article 4(5) did not apply.

In relation to the exemption provided for in Article 13B (b), the CJEU indicated that such exemption must be interpreted narrowly as it constituted an exception to the principle that VAT be levied on the supply of all goods and services. The CJEU stated that the exemption cannot cover contracts where the parties have not agreed any duration for the right of enjoyment of the property, i.e., the bridge, and such defined duration is an essential element of any contract to let.

In relation to the matter of payment of additional VAT own resources by Ireland and interest thereon, the CJEU called into question the delay by the EC in bringing the action against Ireland. For the sake of legal certainty it imposed a four-year time limit on retrospection in relation to payments sought by the EC and in this regard referred to Articles 9(1) and 9(2), of Regulation 1553/89.

In failing to make available to the Commission as VAT own resources the amounts corresponding to the VAT which should have been levied on tolls collected together with interest thereon, Ireland had failed in its obligations under Regulations 1553/89 and 1552/89.

Costs were awarded against Ireland.

Assignment Solution 2.2:

(i)	Summarise the case outlined by the Revenue Commissioners (‘RC’) in justifying its VAT treatment of toll charges.

From July 2010, the RC treated the NRA as a taxable person for VAT in respect of its activity of making available the two toll roads it operates, on the grounds that its treatment as a non-taxable person would lead to significant distortions of competition within the meaning of the second subparagraph of Article 13(1) of the VAT Directive (the predecessor of Council Directive 2006/112/EC).

The RC argued that, in the light of the CJEU judgment in Isle of Wight Council (C-288/07), Article 13(1) of the VAT Directive must be interpreted as meaning that a distortion of competition is presumed to exist even where the activities concerned do not compete with each other. The revenue authorities submit that, once two activities are of the same nature, there is in effect an irrebuttable presumption that treating one of them as taxable and the other as non-taxable would breach the principle of fiscal neutrality and lead to significant distortions of competition.

(ii)	Summarise the case outlined by the National Roads Authority (now Transport Infrastructure Ireland) in justifying its case against the Revenue Commissioners.

The NRA contested the correctness of its treatment as a taxable person by the RC and considered that, by virtue of the first subparagraph of Article 13(1) of the VAT Directive, it should be exempted from VAT.


	the level of the toll charged by an operator, whether the NRA or a private operator, has no influence on the average consumer’s choice to use one toll road rather than another.

	there is no realistic possibility of a private operator entering the market with a view to providing services of access to toll roads by constructing a toll road which would compete with the Westlink motorway or the Dublin tunnel.



A private operator could only enter that market if the NRA were to adopt a toll scheme in connection with a public road in order to make it a toll road, make bye-laws for that road, and then enter into an agreement with the private operator authorising him to collect the tolls.

In addition, the evidence shows that in practice a private operator wishing to construct a private toll road would encounter almost insuperable difficulties. First, while such construction would require very extensive tracts of land, a private operator who, unlike the NRA, does not have the power of compulsory purchase would be unable to force landowners to sell him private land for the purpose of constructing such a road. Secondly, in view of the investment such construction could entail, there is no evidence that a private operator would be prepared to make such an investment in order to compete with an already existing toll road.

(iii)	 Summarise the findings and judgement of the CJEU

Public bodies are to be regarded as taxable persons in respect of the activities or operations in which they engage as public authorities, where their treatment as non-taxable persons would lead to significant distortions of competition.

The aim is to ensure that those private operators are not placed at a disadvantage because they are taxed while those bodies are not

The limitation of the rule that public bodies acting as such are treated as non-taxable persons for VAT purposes is only a conditional limitation. Its application involves an assessment of economic circumstances.

Any significant distortions of competition which treatment as non-taxable persons of public bodies would lead to must be evaluated by reference to the activity in question, as such, without that evaluation relating to any particular market, and by reference not only to actual competition, but also to potential competition, provided that the possibility of a private operator entering the relevant market is real and not purely hypothetical.

The purely theoretical possibility of a private operator entering the relevant market, which is not borne out by any matter of fact, any objective evidence or any analysis of the market, cannot be assimilated to the existence of potential competition.

As follows from the wording of the second subparagraph of Article 13(1) of the VAT Directive and from the case-law on that provision, its application presupposes, first, that the activity in question is carried on in competition, actual or potential, with that carried on by private operators and, secondly, that the different treatment of those activities for VAT purposes leads to significant distortions of competition, which must be assessed having regard to economic circumstances.

It follows that the mere presence of private operators on a market, without account being taken of matters of fact, objective evidence or an analysis of the market, cannot demonstrate the existence either of actual or potential competition or of a significant distortion of competition.

In the present case, the primary function of the NRA is to ensure the availability of a safe and efficient network of national roads. For that purpose, it has overall responsibility for the planning and construction of all national roads and for the supervision of works for the construction and maintenance of those roads. On that basis, only it can prepare a plan for establishing a toll scheme for access to those roads and make the bye-laws it considers necessary for their operation and management, those bye-laws setting the maximum amount of the tolls which may be levied for access to a toll road, whether it is operated by the NRA or a private operator.

There is no real possibility of a private operator entering the market in question by constructing a road that could compete with already existing national roads.

It is apparent that the NRA engages in its activity of making road infrastructure available on payment of a toll within the legal scheme peculiar to it. Consequently, as the referring tribunal also found, that activity cannot be regarded as being carried on in competition with that, carried on by private operators, consisting in collecting tolls on other toll roads pursuant to an agreement with the NRA in accordance with national legislative provisions.

In the light of all the above, the answer to the questions referred is that the second subparagraph of Article 13(1) of the VAT Directive must be interpreted as meaning that, in a situation such that in the main proceedings, a body governed by public law which carries on an activity consisting in providing access to a road on payment of a toll may not be regarded as competing with private operators who collect tolls on other toll roads pursuant to an agreement with the public law body concerned under national statutory provisions.

Assignment Solution 2.3:

Students are referred to Chapter 2.

Assignment Solution 2.4:

Students are referred to Chapter 2.

Assignment Solution 2.5:

(a)	True.

(b)	False.

(c)	False.

(d)	True.

(e)	True.

(f)	True.

Assignment Solution 2.6:

(i)	The answer should make reference to the following:


	The pre-judgement treatment of canteens.

	The irrecoverable VAT cost to the business owner.

	The power of the court to interpret the directive.

	The pre-eminence of Council Directive 2006/112/EC over domestic legislation.

	The obligation on the state to amend legislation and administrative practice to reflect the judgement of the Court.

	The opportunity for business to eliminate VAT as a cost on canteen services.



(ii)	The answer should summarise the findings of the court as per the paragraphs 18–30 of the judgement.

(iii)	The answer should include reference to the following:


	The circumstances in which VAT will no longer be a cost for a business.

	The circumstances in which VAT will continue to be a cost for a business.

	The option afforded to a business to change the way in which it supplies canteen services so as to eliminate VAT as a cost.

	The opportunity to recover VAT for past periods and dealing with corporation tax on the amount recovered.



(iv)	The student should display an ability to distinguish between the circumstance where VAT will continue to be a cost and where VAT will no longer be a cost. The student should then outline how a business can restructure the provision of canteen services so as to ensure VAT is eliminated as a cost, i.e., to ensure the business can recover all VAT on inputs.


	For example, where a business in the past supplied its staff with a free canteen service, the introduction of a nominal charge per meal would eliminate VAT as a cost.

	For example, where a business in the past outsourced the provision of the service to an outside caterer who acted as a principal, it could restructure the service agreement with the operator to ensure that the operator is acting on behalf (agent) of the business, etc.



[This final part of the assignment will call for in-depth analysis and understanding of the issues by the student.]

Chapter 3: The General Principles

Assignment Solution 3.1:

Students are referred to Chapter 3.

[But see below for quick reference]

a.	A farmer sells cattle in a mart.- YES, where the farmer exercises his/her right to register for VAT

b.	A bookmaker accepts a bet. - YES, it is within the scope of VAT, but is exempt from VAT.

c.	An engineer provides a design service. - YES

d.	A homeowner sells her house. - NO, the transaction is not carried out for the purposes of a business

e.	A mechanic repairs his own car. YES

f.	A mechanic uses five litres of oil in repairing his own car. YES

g.	A shop sells a newspaper. YES

h.	A property-owner rents a new office for four years and nine months. YES, It may be subject to VAT or exempt from VAT

i.	A company issues new shares. NO, the issue of shares is not condisered to be a supply for consideration

j.	A company supplies canteen services to its staff for a nominal charge. YES

k.	A firm of accountants employs a new member of staff. NO, remuneration by an employer to an employee is outside the scope of VAT

l.	A bank opens a deposit account for a customer. NO, the act of opening an account is not a transaction. However if the bank pays interest to the account holder then this may be within the scope of VAT, but exempt.

Assignment Solution 3.2:

Students are referred to Chapter 3.

Assignment Solution 3.3: 

Students are referred to Chapter 3.

Assignment Solution 3.4:

1. A composite supply wherein the honey is the principal supply and the jar is the ancillary supply. [One assumes the honey was the item primarily purchased by the shopper].

2. A composite supply wherein the car hire is the principal supply and the collision damage waiver is the ancillary supply. [It is very unlikely the person would have purchased the insurance without hiring the car].

3. A multiple supply. [Both are equally consumable and one could be supplied without the other].

4. A multiple supply. [If the CD is marketed as being ‘free’ then it may well be the case that it is below the gift threshold and the rate applicable to the newspaper will apply to the entire consideration].

5. A composite supply wherein the haulage is the principal supply and the loading is the ancillary supply. [Again as at 2 above, the loading would not have been purchased without the haulage, it was simply necessary to provide the primary service, the haulage].

6. A composite supply wherein the fuel supply is the principal supply and the delivery is the ancillary supply. [Again as at 5 above the delivery of the fuel is only a means of better enjoying the principal supply, the fuel].

7. An individual supply. [Though all of the items can be purchased separately the items collectively create a single item, a hamper. Despite this, the consideration can be apportioned between the rates applicable to the items contained in the hamper].

Chapter 4: Cross-Border Trade

Assignment Solution 4.1: 

The Irish company is trading cross-border. The company makes intra-Community acquisitions in Ireland in respect of the goods from Spain and Portugal. The company makes an intra-Community dispatch of goods to Italy and exports goods to the USA. In attending trade fairs in Italy and sending its own truck the company probably incurs Italian VAT.

The place of the intra-Community acquisitions is Ireland. The Irish trader must account for output VAT on the value of the goods acquired. The rate of VAT applicable is the rate of VAT which is applicable to the supply of such goods in Ireland. Where the trader used the acquisitions for the purpose of his/her taxable supplies, then he/she may deduct an identical amount of input VAT on the same VAT return, rendering the transaction VAT neutral.

In the case of the dispatch of goods to Italy, once the Irish trader has obtained the VAT registration of his/her Italian customer then the supply is liable to VAT in Ireland at 0%. His invoice should indicate VAT at 0%. In the case of exports to the USA, the rate of VAT applicable is also 0%. The trader should retain evidence of export.

Where Italian VAT has been incurred, possibly on diesel and trade fairs, then the Irish trader may make a reclaim to the Italian revenue authorities via the Revenue Commissioners. The claim must be made within the provided time limits and accompanied by the original invoices and evidence that the trader is registered for VAT in Ireland.

The Spanish haulier is supplying the Irish trader with a cross-border transport service. The place of supply of the haulage service is Ireland and the Irish trader must account for output VAT on the service. [The rate of VAT on haulage services is 23%.] As the Irish trader received the service for the purpose of his/her taxable supplies then he/she may deduct a simultaneous amount of input VAT, rendering the transaction VAT neutral.

The Irish company must file a VIES return in respect of the dispatches to Italy.

The Irish company may be obliged to file an Intrastat return in respect of the dispatches to Italy if the annual threshold of €635,000 is exceeded. It currently is not exceeded.

The Irish company must file an Intrastat return in respect of the acquisitions from Spain and Portugal as the annual threshold of €191,000 is exceeded.

The Irish company may file a VAT repayment claim in Italy in order to recover the VAT incurred in Italy (during attendance at trade fair). This claim is filed via the Revenue Commissioners in Ireland.

Assignment Solution 4.2:

This is a cross-border transport service. As the customer is a private individual and not “in business”, the general place of supply rule applies, i.e. the place of supply is where the transport begins, Greece.

Therefore the Irish haulier may be obliged to register for VAT in Greece and charge Greek VAT on the supply. The Irish haulier will have to ascertain the registration threshold for foreign traders in Greece and comply with Greek VAT legislation.

The customer may be obliged to pay Greek VAT to the Irish haulier.

Assignment Solution 4.3:

Consultancy services supplied by a trader located outside of Ireland fall within the recently revised place of supply rules. The activities of the Irish charity may fall within the scope of Schedule 1 and, therefore, may be exempt from VAT.

Where the charity is deemed to be operating in the capacity of a taxable person (i.e. within the scope of VAT but making exempt supplies) it is obliged to register for VAT in respect of receipt of the service. The German consultant should not charge German VAT on the supply in this instance.

Where the charity is not operating in the capacity of a taxable person and is not registered for VAT in respect of intra-Community acquisitions then it is does not register for VAT in respect of receipt of the service. The German consultant should charge German VAT on the supply in this instance.

Assignment Solution 4.4: 

The place of supply is where the performance takes place, i.e. Ireland. The promoter, the person who receives the service in Ireland, is obliged to register for VAT in Ireland and account for output VAT on the value of the service received, i.e., the amount which he must pay the rock group. The rate of VAT applicable is 23% (or 21% if in the period where the reduced rate applies).

As the admission charge for live entertainment is exempt from VAT, the promoter is not entitled to deduct a simultaneous amount of input VAT as the service received is for the purpose of a VAT exempt supply.

The rock group is not an accountable person for VAT in Ireland because it is not established in Ireland. The rock group will be entitled to make a Thirteenth Directive reclaim in respect of VAT incurred in Ireland with the exception of VAT incurred on petrol, car hire, meals and accommodation. [This is because the service supplied by the rock group is a service which is liable to VAT in Ireland, notwithstanding that it is the promoter who must account for the VAT.]

Assignment Solution 4.5:

In Ireland the manufacturer has made an intra-EU dispatch. Once the goods leave Ireland and he obtains the French customer’s VAT number the supply is liable to VAT at 0%. An invoice containing the requisite details must be issued.

In France the customer has made an intra-EU acquisition. The customer must account for output VAT on the acquisition of the goods at the rate appropriate to the goods in France. Where the goods are being used for the purpose of the customer’s VATable supplies he may simultaneously deduct an equivalent amount of input VAT, thereby rendering the transaction VAT neutral. The customer is not required to issue any invoice in connection with the acquisition.

Assignment Solution 4.6:

This is an intra-EU transport service. The place of supply of the service is the Netherlands (i.e. where the VAT registered customer is located).

The Irish hauler does not account for VAT on the service as the place of supply of the service is the Netherlands. [Do not confuse the transport service with the supply of the goods.] The Irish hauler will nonetheless be entitled to deduct input VAT on costs associated with the service. The Irish hauler should issue an invoice containing the requisite details, including the VAT ID of his Netherlands customer.

The Netherlands customer must account for output VAT on the service at the rate appropriate to the service in the Netherlands. Where the service is used for the purpose of the Netherland customer’s VATable supplies he may simultaneously deduct an equivalent amount of input VAT, thereby rendering the transaction VAT neutral. The Netherlands customer is not required to issue any invoice in connection with the service.

Assignment Solution 4.7: 

Students are referred to Chapter 4.

Assignment Solution 4.8: 

Students are referred to Chapter 4.

Chapter 5: Accounting for VAT: Invoicing, Deductions and Special Procedures/Categories

Assignment Solution 5.1:

(a)	Partial deduction arises when input VAT cannot be attributed directly to the making of either taxable or exempt supplies. Thus, where a VAT-registered person makes supplies which are other than taxable supplies or qualifying activities (e.g. exempt supplies or supplies which are outside the scope of VAT) and where input VAT cannot be directly attributed to (associated with) either category then only a certain amount of the unattributed input VAT may be deducted. The VAT-registered person will have to apportion the input VAT between each category by a certain method. This results in a partial deduction of input VAT.

(b)	Input VAT cannot be deducted by a VAT-registered trader in the following circumstances:


	Where the trader also carries on a VAT-exempt supply or a supply altogether outside the scope of VAT and the input VAT can be attributed directly to any such supplies.

	On the acquisition of certain passenger motor vehicles (other than for onward sale, hire or use in a driving school). However a business engaged in fully vatable activities can claim an input credit of 20% (proportionally reduced for partially VATable entities) of VAT incurred on the purchase or hire of company cars that are used at least 60% for business purposes. The input credit will only apply to cars within the scope of bands A, B or C for VRT purposes and which are registered on or after 1 January 2009.

	On the purchase of petrol, otherwise than for onward sale.

	On the purchase of accommodation, food and drink, unless there is an onward supply of an accommodation/catering service.

	On the purchase of entertainment services or personal services.



Assignment Solution 5.2: 

(a)	Any person who is obliged by law to register for and account for VAT must do so. In general this will be persons who make taxable supplies. Also taxable and certain other persons who acquire goods from other EU Member States or who acquire most types of services from outside the State must account for VAT. Persons who make “self-supplies” of certain goods and/or services must also account for VAT.

(b)	VAT is accounted for by completing periodic VAT returns and by including all the details of output VAT on such returns.

(c)	VAT due is the total of output VAT computed by the VAT-registered person and which must be included on his VAT return. VAT payable is the amount of VAT which the VAT-registered person must remit to the Collector General having first deducted input VAT. The VAT payable will be the excess of output VAT over input VAT.

Assignment Solution 5.3:

Students should make a synopsis of the relevant section in Chapter 5 together with any other information available.

Assignment Solution 5.4:

(a)	True.

(b)	True.

(c)	True.

(d)	True.

(e)	False.

(f)	False.

Assignment Solution 5.5:

Dear Sir,

I refer to your recent enquiry in relation to your VAT and other indirect tax filing obligations in Ireland. Please see my advice below in relation to your obligations.

VAT registration

Management Co is obliged to register for VAT as the provision of management services in Ireland is liable to VAT, subject to the registration threshold of €37,500.

Advertising Co is obliged to register for VAT as the provision of marketing services in Ireland is liable to VAT, subject to the registration threshold of €37,500.

Manufacturing Co is obliged to register for VAT as the supply of computer parts is liable to VAT. I understand your sales will be to persons registered for VAT in other EU Member States. In these circumstances the rate of VAT will be 0% but nonetheless the place of supply of the goods is Ireland and a VAT registration is obligatory. The registration threshold is €75,000.

VAT invoicing

A VAT invoice (either electronic or hardcopy) must be raised and issued by each company in respect of supplies made which are liable to VAT at any of the rates. The VAT invoice must be issued not later than the 15th day of the month immediately following the supply of goods/services. If a payment/part-payment is received prior to the completion of the supply then a VAT invoice must be raised and issued in respect of this payment also.

[Students are referred to Chapter 5 and advise the client of the details to appear on a VAT invoice.]

VAT group registration

In my view, the three companies should apply for VAT group registration. All three companies have a common “parent” and the companies trade with each other.

Forms VAT 52 and 53 should be completed and filed with your local tax office.

Once the application has been approved by the Revenue Commissioners any goods or services (with the exception of immovable goods) supplied by one company in the group to another company in the group will not be liable to VAT. VAT should therefore not be charged on such supplies and there is no obligation to issue a VAT invoice.

The VAT group is deemed to be a single accountable person.

VAT Postponed Accounting

With effect from midnight on 31 December 2020 most VAT registered traders were no longer required to pay VAT at the time of importation of goods from third countries (including the UK). Instead, the trader must self-account for the VAT in the VAT return during which period the goods have been imported. [If goods were imported on 21st February 2021 then the VAT must be reported in the Jan/Feb 2021 VAT return. The trader will show the VAT arising on the import (at the appropriate rate) as output VAT. Where the trader uses the goods for the purpose of his/her VATable business then he/she may simultaneously deduct an equivalent amount of input VAT, rendering the transaction VAT neutral.

A relevant code should be entered on the importation documentation by the importer to enable postponed accounting. If this code is not entered then VAT must be paid at the time of impor-tation. The Revenue Commissioners may withdraw the authorisation to avail of postponed accounting from a trader, if certain conditions are not met. The measure was introduced to alleviate cashflow difficulties following the departure of the UK from the EU. If applies to import of goods from all third countries. [However imports from N Ireland will continue to be treated as intra-EU acquisitions, not imports]. 

Any trader who was registered for VAT on 31 December 2020 was automatically entitled to Postponed Accounting and did not have to apply for authorization. Any trader registered post 31 December 2020 must apply and register for Postponed Accounting if they wish to avail of the mechanism. In addition to registering for VAT, they must also register for and obtain an Economic Operators Registration Identification Number (EORI).

In order to avail of Postponed Accounting, the trader must be fully compliant with VAT, Income/Corporation Tax, CGT and Customs legislation. 

If a person is held not to be compliance they can be excluded from the mechanism by the Revenue Commissioners. Such exclusion can be appealed to the Tax Appeals Commission by the trader.

Cross-border services received

From time to time ongoing administration services may be received from an associated outsourced service provider located in India. Such services are liable to VAT in Ireland, the rate applicable being 23% (or 21% if in the period where the reduced rate applies). The VAT group must account for Irish VAT on the value of the services received and may simultaneously deduct the VAT amount thereby rendering the transaction VAT neutral, i.e. input VAT = output VAT.

Cross-border services supplied

From time to time ongoing management services may be supplied to an associated company located in France. Such services are not liable to VAT in Ireland, rather the recipient in France must account for French VAT on the value of the services. You should ensure that your French customer’s VAT Id is included on the invoice that is issued in respect of the service.

VIES and Intrastat filing

A VIES return must be filed monthly or quarterly (depending on the value of dispatches) in respect of the sale of goods to Italy and Germany and in respect of the service to France. There is no de minimus threshold.

Intrastat returns track the movement of goods within the EU. Intrastat returns (Arrivals return and Dispatches return) must be filed monthly, subject to the following thresholds:


	In the case of goods acquired from VAT-registered persons in other EU Member States, €191,000

	In the case of goods dispatched to VAT-registered persons in other EU Member States, €635,000



Non-deductible VAT

VAT may only be deducted in so far as it related to the supply by the group of taxable supplies. As the group will have a section 56 authorisation most of its purchases will be liable to VAT at 0%.

However the 0% rate will not be applied by suppliers in the case of supplies of passenger motor vehicles, petrol, food and drink, entertainment and personal services.

In the case of passenger motor vehicles (subject to certain exceptions), petrol, entertainment and personal services the group is precluded by law from recovering input VAT on these goods and services. Should you intend purchasing a passenger motor vehicle then from a VAT perspective a diesel car with a CO2 emission of less than 156g/m3 is the most efficient in terms of input VAT recovery.

In the case of food and drink, if the company operates a canteen and makes an onward taxable supply of catering services then it will be able to recover the input VAT charged. i.e. it charges an amount in respect of each meal which does not necessarily have to cover the cost. If it does not make an onward taxable supply (e.g. provides meals free of charge to staff) then it will not be entitled to deduct input VAT in respect of food and drink.

Yours sincerely,

________________________
Chartered Tax Adviser (CTA)

Chapter 6: Property Transactions and Building Services

Assignment Solution 6.1:

Dear Michael,

I refer to your letter of above date.

I have outlined below some of the options and associated issues in relation to the disposal of your existing premises by way of freehold sale and I have also commented on the VAT issues likely to arise on your signing of a 25-year lease for your new premises.

Sale of existing premises

As I recall you were charged VAT at 13½% on the acquisition of the existing premises, which is referred to as a completed building. This VAT was recovered in full as you used the premises fully for the purpose of your taxable supplies. You also recovered VAT on some minor repair and maintenance works carried out over the past few years.

While the property has not been redeveloped by you it is nonetheless a developed property for VAT purposes and your sale will be in the course and furtherance of your business.

As the property is not a ‘new property’, i.e. it is over 5-years old and has been occupied for at least two years following completion; the sale will be exempt from VAT. However, you and the buyer may exercise a joint option for taxation whereby the sale will be liable to VAT at 13½%.

You have two options in relation to the VAT treatment of the sale of the property.

Option 1

Should the joint option not be exercised and the sale be exempt from VAT then an adjustment under the Capital Goods Scheme will have to be made in relation to the input VAT recovered by you on your acquisition of the premises. The adjustment can be calculated by the formula

B × N

T

Where B is the VAT recovered by you on acquisition (B = €150,000), N is the number of full interval + 1 remaining in the VAT life of your property (N = 7)* and T is the total number of intervals in the property (T = 20).

*	[there are 6 remaining full Intervals, Jan 2023 – December 2028, so N = 6 + 1 = 7. The first interval is from April 2009 – March 2010, the second from Mar 2010 – December 2010, the third is from Jan 2011 – December 2011, et seq…. (assuming an accounting year-end for the business of 31 December)].

Using this formula the adjustment amounts to €52,500, i.e. you will have to include this sum as output VAT in your VAT return immediately following the sale of the property. In these circumstances VAT will not apply to the sale. Needless to say I would strongly recommend that you do not make an exempt sale of the property.

Additionally, any VAT on costs incurred which are directly attributable to the sale may not be recovered as such costs relate to an exempt supply.

Option 2

Rather you should agree, in writing, with the purchaser that you both jointly exercise the option for taxation in respect of the property. Once exercised the sale of the property will be liable to VAT and you will not have to make an adjustment under the Capital Goods Scheme. The sale of the property will be liable to VAT at 13½%; however you will not apply VAT to the sale, rather the purchaser will self-account for this VAT of €270,000 (€2m × 13½%). Additionally you will be able to recover VAT on all of the costs associated with the sale, e.g. legal, advertising, etc…

As I understand the purchaser intends using the premises to make taxable supplies and therefore he will be in a position to recover in full the VAT which he self-accounted for. Thus the transaction will be VAT neutral for the purchaser.

Acquisition of 25-year lease

In the first instance, a 25-year lease is exempt from VAT. However, I understand that the landlord has advised you that he has opted to tax the rents and will be applying VAT at 23% to the rents he charges. This is now the normal VAT treatment for long leases. You will pay the VAT (€28,750) in addition to the rental amount. However this VAT will not be a cost as you can recover it on your bi-monthly VAT returns. Please ensure you receive a VAT invoice in a timely manner from the landlord.

Should you have any further queries please do not hesitate to contact me.

Yours, etc...

Assignment Solution 6.2:

Students are referred to Chapter 6.

Assignment Solution 6.3:

In order for the sale of a property to be liable to VAT (within the charge of VAT) a number of conditions are necessary.

Firstly, the property must be developed for VAT purposes, i.e. some works must have been carried out in, on, over or above the property. Any work which materially alters the use of the property constitutes development, irrespective of cost.

Secondly, the sale must be completed in the course or furtherance of business by the vendor.

Some additional factors need also be taken into account in particular circumstance.

In the case of a building the sale is only liable to VAT when the building is considered ‘new’. Therefore, the first sale within 5 years of completion is always liable to VAT. Following occupation, the second and subsequent supply to an unconnected person is only liable to VAT if it occurs within the first 2 years of occupation.

An exception relates to the sale of a building (or completed property) over 5 years old which will be subject to VAT when work carried out to it in the 5 year period immediately prior to sale exceeds 25% of the sales price, or where such development materially altered the use of the property.

The sale of land, where the sale is connected to a subsequent development of that land, is liable to VAT even though the land has not been developed when sold. This is an anti-avoidance provision.

In the case of a sale of a property whivh is exempt from VAT, the sale will only be liable to VAT if both the vendor & purchaser exercise a joint option for taxation. This must be exercised in writing before te sale Is completed.

Please refer to Chapter 6.

Assignment Solution 6.4:

It is important to note that it is not always necessary to make a Capital Goods Scheme (CGS) adjustment during the ‘VAT life’ of the property. In order to determine if a CGS adjustment is necessary, the Owner must review his/her use of the property during the interval concerned.

Initial interval

The initial interval is the 12-month period immediately following his/her acquisition of the property. If the property has been used for fully taxable supplies (or qualifying activities) during this interval then no CGS adjustment is required.

If, however, the property has been used to make some exempt supplies or fully exempt supplies and all of the input VAT incurred was recovered, then a CGS adjustment is required at the end of the interval. Therefore, where the percentage of taxable (and qualifying activity) use (the deductible use) differs from the percentage of input VAT recovered in the initial interval, a CGS adjustment is required. The purpose of the adjustment in the initial interval is to match the percentage of deductible use to the percentage of input VAT recovered.

Percentage of deductible use > Percentage of input VAT recovered – adjustment required (additional VAT to recover)

Percentage of deductible use < Percentage of input VAT recovered – adjustment required (additional VAT to pay)

Percentage of deductible use = Percentage of input VAT recovered – no adjustment required

Any adjustment in the initial interval is based on the full amount of VAT recovered.

Second and subsequent intervals

At the end of the second and each subsequent interval the Owner is required to carry out a review. The purpose of this review is to determine if the percentage of deductible use in each such interval differed from the percentage of deductible use in the initial interval.

Percentage of deductible use > Percentage of input VAT recovered – adjustment required (additional VAT to recover)

Percentage of deductible use < Percentage of input VAT recovered – adjustment required (additional VAT to pay)

Percentage of deductible use = Percentage of input VAT recovered – no adjustment required

Any adjustment in any interval other than the initial interval is based on the difference between the reference deduction amount (C) and the interval deductible amount (D).

Reference deduction amount = VAT deductible in initial interval/20

Interval deductible amount = VAT incurred in initial interval/20 × percentage deductible use in current interval

C > D – adjustment required (additional VAT payable)

C < D – adjustment required (additional VAT recoverable)

C = D – no adjustment required

Assignment Solution 6.5:

(a)	False, a new 20-year lease is a supply of a service – see volume 1, Chapter 6, section 6.5.

(b)	False. Several conditions will have to be met before the freehold sale is liable to VAT – see volume 1, Chapter 6, section 6.3.

(c)	True. See volume 1, Chapter 6, section 6.3.6.

(d)	False. The supply of a legacy lease is deemed to be a supply of goods – see volume 1, Chapter 6, section 6.4.

(e)	False. The option to tax rents is at the sole discretion of the landlord – see volume 1, Chapter 6, section 6.5.

(f)	True. Every owner must carry out a review to determine if an adjustment is required – see volume 1, Chapter 6, section 6.7.

(g)	True. See volume 1, Chapter 6, sections 6.2/6.3.

(h)	True. See volume 1, Chapter 6, sections 6.2/6.3.

(i)	True. See volume 1, Chapter 6, section 6.9.

(j)	False. The place of supply is always where the property itself is located – see volume 1, Chapter 6, section 6.9.

Chapter 7: Rights and Obligations of Accountable Persons and the Role of Revenue

Assignment Solution 7.1: 

Dear Sir/Madam

I refer to the letter you recently received from the Revenue Commissioners, a copy of which was sent to me as your financial adviser.

You should be aware that as VAT is a self-assessing tax, the Revenue Commissioners will periodically examine the records of selected accountable persons (persons registered for VAT) to ensure the legislation is being complied with and to ensure that the correct amount of VAT is being remitted to the Collector-General.

As you have been chosen for audit, you should now prepare for the audit and you should also be aware of the powers vested in the Revenue together with your own rights and obligations.

Pre-inspection (audit) review

You should now review the VAT returns which you have filed for the period which the Inspector has indicated he/she will examine. You should ensure that all records are in your possession for the period and that such records will be available for the Inspector.

[Sections 84 & 85, VATA 2010 indicate your obligation to retain records, and together with regulation 27, VAT Regulations, 2010 outlines the extent of records which you are obliged to retain.]

You should ensure that you have correctly accounted for all output VAT arising on taxable supplies made by you. You should also ensure that you have only deducted input VAT, where you are in possession of valid VAT invoices. You should also ensure that you have not claimed input VAT on prohibited items.

Where you realise that you have underpaid VAT either by failure to account for output VAT on all supplies or by incorrectly over-claiming input VAT on purchases, you should prepare a detailed schedule of the additional VAT and retain it for the Inspector. Failure to do so can render you liable to increased penalties.

You must also compute any interest arising on this amount. The current rate of interest chargeable by the Revenue is 0.0274% per day for VAT and 0.0219% per day for income tax, corporation tax, capital gains tax, capital acquisitions tax and stamp duty.

Where you have been negligent, or indeed careless in completing your VAT returns, an additional penalty, based on a percentage of the additional VAT payable, will be sought by the Inspector.

I can assist you with this review and computation if you require.

The Inspection (Audit)

The Revenue Inspector will identify him/herself by way of producing his/her official authorisation to you. He will then ask you if you have any undeclared liability (i.e. seek a prompted qualifying disclosure). At this point you should, where appropriate, provide a written prompted qualifying disclosure for any additional VAT together with, interest to the tax inspector prior to the commencement of the audit.

The Inspector will examine your records with a presumption of honesty on your part. He will only seek to collect the correct amount of VAT.

The Inspector will examine the records for the specified period. He will expect you or one of your employees to assist him in locating records and invoices as requested. The inspection should normally conclude in one day, though in certain circumstances the inspection may carry on for more than one day, particularly if the Inspector wished to examine your PAYE and income tax records.

You, and your employees, are obliged to extend full co-operation to the Inspector. He may take your records away for further examination where he feels it appropriate to do so.

Concluding the Inspection (Audit)

At the conclusion of the visit the Inspector will generally do one of the following:

–	advise you that he is satisfied with your affairs and conclude the audit;

–	agree with your prompted qualifying disclosure and seek a cheque/draft in settlement;

–	where he has found a further underpayment of VAT, compute the additional tax, interest and where appropriate, penalty, and then seek a cheque/draft in settlement of the revised additional liability;

–	advise you that the audit is not yet concluded and will at a later date write to you seeking additional information.

Where you are in agreement with the Inspector’s additional computations or where he has agreed with your computations or where there is no additional liability, he will conclude the inspection (audit) on receipt of payment of any arrears.

If you are not too sure as to how the Inspector arrived at his/her additional liability, you should ask him to set down his findings by letter and refer the matter to me for review.

If at any stage during the audit, either you or the Inspector requires assistance do not hesitate to contact me by phone or e-mail.

Yours sincerely,

__________________________

Chartered Tax Adviser (CTA) 

Assignment Solution 7.2: 

Dear Sir/Madam

I refer to the notice of assessment dated 25 October 2022 recently received by you. The Inspector has raised the assessment, under Section 111 VATA 2010, on the basis that he has made a judgement, supported by necessary computations, that you have under-declared your VAT liability for the period concerned.

If you are in agreement with the assessment, you should now pay the amount of VAT to the Collector-General. If you cannot pay the amount in full, you should negotiate a period over which the amount can be paid. This will result in an amount of interest being payable in addition to the VAT.

If you are not in agreement with the assessment, you must, in accordance with section 111, VATA 2010, lodge an appeal within a period of 30 days from the date of the assessment. The appeal is to be filed electronically with the Tax Appeals Commission by you or your agent.

If you fail to appeal the assessment, then the VAT becomes due and payable in the taxable period following the expiry of a period of 14 days, following the expiry of the 30 days during which an appeal could have been lodged.

Where you do lodge an appeal, then you should pay to the Revenue the amount of VAT which you consider to be payable, if any. Where such amount paid exceeds 80% of the amount of VAT held to be due on determination by the Appeal Commissioner, then, once the balance of any due is paid within one month of the determination, interest will not be chargeable from the date the assessment was raised.

Where you do lodge an appeal and should the Tax Appeal Commissioner find against you, i.e. confirms the assessment or confirms that some amount of additional VAT is due, you may appeal his/her decision to the High Court by way of a ‘case stated’. Where the Tax Appeal Commissioner rules against the Revenue Commissioners, they may also apply for a “case stated” to the High Court. Thus, the Tax Appeal Commissioner will have to prepare a case stated and forward it to the High Court for a ruling.

Indeed the Tax Appeal Commissioner has it within his/her powers to refer the matter for consideration to the CJEU where he/she believes domestic VAT legislation is not sufficiently clear or where it conflicts with the VAT Directive.

An appeal procedure may be expensive. At the appeal hearing, both sides pay their own costs irrespective of outcome. Where the matter goes to the Courts, then it is a matter for the Court to award costs as it sees fit.

Yours sincerely,

____________________________

Chartered Tax Adviser (CTA) 

Assignment Solution 7.3:

Students are referred to Chapter 7.

Assignment Solution 7.4: 

Students are referred to Chapter 7.

Assignment Solution 7.5: 

(a)	True.

(b)	False.

(c)	True.

(d)	True.

(e)	True.

(f)	True.

Chapter 8: Overview of the Irish Income Tax System

Assignment Solution 8.1:

Students are referred to Chapter 8.

Your solution should include reference to:


	Original legislative framework;




	Consolidated framework;

	Impact of case law.



Assignment Solution 8.2:

Students are referred to Chapter 8.

(i) Your solution should include reference to:


	Schedules and associated cases;

	Rules for determining how income is calculated;

	Loss rules;

	Availability of exemptions and reliefs.



Chapter 9: The Scope of Income Tax

Assignment Solution 9.1:

Students are referred to Chapter 9.

Your solution should detail the rules to determine residence, ordinary residence and domicile and explain the implications of each possible combination on liability to income tax and availability of tax bands, tax credits and other reliefs.

Assignment Solution 9.2: ABC Inc.

Further to our recent telephone conversation, I am writing to you as promised to outline the residence, ordinary residence and domicile implications of the proposed assignment of an ABC Inc. employee to work in Ireland for a two-year period.

Background

Based on my understanding, the facts are as follows:

•	The assignee will provide services to ABC Limited, the Irish subsidiary of ABC Inc;

•	The assignment will commence on 1 June 2022;

•	The expected duration of the assignment is two years;

•	The assignee is a US national.

Tax Status in Ireland

There are three main factors that will affect the assignee’s tax status in Ireland. These are as follows:

•	Residence;

•	Ordinary residence;

•	Domicile.

I will examine each of these items in turn.

Residence

The rules operate as follows:

Residence Tests

The Irish tax year runs from 1 January to the following 31 December. Two tests are applied to determine whether a person is tax resident in Ireland for a particular year:

(1) 183 Day Rule - if a person spends 183 days or more in Ireland during a tax year, he is resident for that year.

(2) 280 Day “Look Back” Rule - a person will be resident for a tax year if he spends 280 days in aggregate in Ireland in that tax year and the preceding year, provided he spends more than 30 days in Ireland in each year.

Residence Election

If a person is not treated as a resident under the 183 or 280 day tests, he has the option of electing to be treated as resident for a particular year. The option is available if he satisfies the Irish Revenue Authorities that he is in Ireland with the intention of being, and in such circumstances that he will be, resident for the following tax year. (An election for residence may be preferable in order to secure full tax-free allowances to set off against income exposed to Irish tax - see below.) The person is treated as not being resident for the period prior to their arrival date, i.e., up to 1 June 2022.

Counting Days

In counting the number of days spent in Ireland, a person is resident for any part of a day they are present in the state. Where a person spends 30 days or less in any year in Ireland the days will not be taken into account for the 280 days “look back” rule. Prior visits on holidays, “look/see” visits and business trips can affect the individual’s tax position in Ireland.

Based on the details, which you provided, the assignee’s pattern of tax residence for the duration of the assignment is likely to be as follows:









	
2022


	
Resident


	
183-day rule





	
2023


	
Resident


	
183-day and 280-day rules





	
2024


	
Resident


	
280-day rule







Ordinary Residence

A person will be regarded as ordinarily resident in Ireland for a tax year if he has been resident here for the previous three tax years (i.e., resident under the 183 or 280-day tests or by election).

A person will continue to be regarded as ordinarily resident in Ireland until such time as he has been non-resident for three continuous years.

Thus, in this particular case, the assignee will not be regarded as ordinarily resident until 2025. This is on the basis that he will have been resident for the three tax years ending 31 December 2024.

Domicile

Domicile is a legal concept, which is not defined in Irish tax legislation, and is based on a combination of fact and case law. Essentially it means the country or State in which an individual is regarded as having his or her permanent legal home.

An individual can have either a “domicile of origin”, which he acquires when he is born, or a “domicile of choice”.

An individual is born with a domicile of origin. In general, he will assume the domicile of his father, but where the parents have not married, or if his father dies before his birth, he will assume his mother’s domicile. If, before he has reached the age of majority (18 years), the parent from whom he has taken his domicile changes his/her domicile, the minor’s domicile will also change.

In order to acquire a “domicile of choice”, it is necessary for the individual to sever all links with the country where his domicile of origin lies and to take up residence in the new country with the intention of living there indefinitely.

You will appreciate that the question of a person’s domicile is a complex legal issue. However, in general, there are good grounds for arguing that a foreign national on a temporary assignment to Ireland is not domiciled in Ireland provided he:

•	Was not born in Ireland;

•	Has no previous ties with Ireland; and

•	Does not intend to settle permanently in Ireland.

Based on the information available to me, it would appear that the assignee has a US domicile of origin and that the circumstances are such that he will not acquire a domicile of choice in Ireland.

Students should refer to Chapter 9 in relation to SARP provisions where certain individuals are liable to tax on remittances to Ireland out of “foreign income” Key areas to consider would include:

•	Employees who qualify

•	How this relief operates.

•	Include sample calculation.

Chapter 10: The Self-Assessment System

Assignment Solution 10.1:

Students are referred to Chapter 10.

(a) Your solution should explore the categories of taxpayer which are chargeable persons and what relevant exceptions exist within these categories.

(b) Your solution should include reference to:

•	Calculation of amount payable.

•	Relevant payment dates.

•	Filing alternatives.

•	Penalties for late filing.

•	Calculation of interest on late payment.

Assignment Solution 10.2:

Students are referred to Chapter 10, and your solution should include reference to:

•	Business activities to be recorded;

•	Books and records to be used;

•	Length of time records should be retained.

Assignment Solution 10.3:

Students are referred to Chapter 10, and your solution should include reference to:

(a) Types of Revenue audit

(b) Inspection of documents and records

(c) Additional tax and audit settlement

(d) Appeals Procedure

Chapter 11: Tax Credits, Allowances and Reliefs

Assignment Solution 11.1: 

Students are referred to Chapter 11.

Assignment Solution 11.2:

(i)	When a married couple have two incomes they may earn €73,600 (provided the spouse with the lower income earns at least €27,800) at the 20% tax rate. Income in excess of this is taxable at 40%.

	Married couples with one income may earn up to €45,800 at the 20% tax rate, the balance being taxable at 40%.

(ii)	Home Carer Tax Credit €1,600

	You may be entitled to Home Carer’s Tax Credit of €1,600 since Mary will be caring for a child under 16 and you both are jointly assessed. She may continue to earn up to €7,200 and qualify in full. However, if Mary has income between €7,200 and €10,400, the credit is restricted by half the excess of Mary’s income over the limit of €7,200. There is no credit available where Mary has income in excess of €10,400.

	Employee Tax Credit €1,700

	Mary may lose the employee tax credit (which is given to employees whose income is subject to PAYE) since she will have no employment income.

(iii)	If both incomes are reduced, the two income tax bands continue to apply, which makes it less likely that you will pay the 40% tax rate. Also, so long as Mary has employment income of €8,500, (€1,700 PAYE tax credit/20%) she will continue to be entitled to the full employee tax credit. Depending on income levels discussed above, you may also continue to be entitled to the home carer tax credit.

Assignment Solution 11.3:

Students are referred to Chapter 11. (Employment and Investment Incentive Scheme)

Chapter 12: Relief for Charges and Interest

Assignment Solution 12.1: 

Students are referred to Chapter 12, and your solution should include reference to:

•	Children – only permanently incapacitated children (except from parents)

•	Adults – permanently incapacitated

•	Adults – over 65

Chapter 13: Taxation of Married Couples

Assignment Solution 13.1: 

Students are referred to Chapter 13.

Dear Mary and John,

I refer to our recent meeting and summarise below the tax effects of getting married and the special rules which apply in the year you get married.

Assessment when married

As a married couple your incomes are combined and you receive combined tax credits, reliefs and tax bands as follows:

•	A married tax credit which is double the single person’s tax credit.

•	A home carer’s tax credit if you care for children, permanently incapacitated persons or persons aged 65 or above if the home carer’s income is not in excess of €10,400.

•	Increased standard rate tax band of:

– €45,800 where only one spouse has income,

– €73,600 where each spouse has income, however, the increase over €48,800 is restricted to the lower of €27,800 and the income of the lower-earning spouse.

You will receive only one Joint Assessment notice unless you apply to Revenue before 1 April in the tax year for two notices to issue (Separate Assessment). Your overall tax bill will not be affected by claiming Separate Assessment.

Chapter 14: Income from Trades and Professions

Assignment Solution 14.1: 

Students are referred to Chapter 14, and your solution should examine the evidence presented under each of the six badges of trade, and refer to supporting case law.

Assignment Solution 14.2:

Students are referred to Chapter 14. Name the six badges identified and give a brief explanation of the significance of each as follows:

1.	The subject matter

2.	The length of period of ownership

3.	The frequency or number of transactions by the same person

4.	Supplementary work on or in connection with the property realised

5.	Circumstances of sale

6.	Motive

Assignment Solution 14.3:

Students are referred to Chapter 14.

(a) Indicate how you would determine the date of commencement of a trade. Your answer should refer to relevant case law.

Your answer should include reference to the distinction between commencing to trade and preparing to commence trade. The Case of Birmingham and District Cattle by Products V CIR is relevant. 

(b) Indicate how you would determine the date of cessation of a trade. Your answer should refer to relevant case law.

Reference should be made to disposal of stock and post cessation receipts. The case of Blair Ltd v CIR is relevant.

(c) Summarise the rules for taxing of post cessation receipts.

Solutions should refer to basis of assessment under Case IV and treatment of expenses.

Assignment Solution 14.3:

See chapter 14 Decision to operate as a Sole Trader or Incorporate the business.

Chapter 15: Adjusted Income Tax Computation

Assignment Solution 15.1: 

Students are referred to Chapter 15. 

Your solution should refer to:

•	Legislative provisions

•	Exploration of each of the terms in the Act, quoting relevant case law:

– wholly

– exclusively

•	Specifically disallowed expenditure.

Assignment Solution 15.2: 

Students are referred to Chapter 15.

Your solution should include reference to the following areas with supporting case law:

•	Sources of information for tax computations;

•	Tax adjustments headings;

•	Factors in identifying capital and revenue transactions;

•	Repairs and renewals versus improvements.

Chapter 16: Capital Allowances

Assignment Solution 16.1:

Students are referred to Chapter 16.

Your solution should include reference to the following areas with supporting case law:

•	Setting;

•	Function;

•	Atmosphere;

•	Buildings;

•	Apparatus.

This list is not exhaustive.

Assignment Solution 16.2:

Students are referred to Chapter 16.

Your solution should include reference to:

(i)	Industrial buildings annual allowance and calculation of construction costs.

(ii)	The definition of industrial buildings for manufacturing with supporting case law.

(iii)	Exclusions should include retail shops, showrooms and offices, with supporting case law.

(iv)	Qualifying expenditure – exclusions for site costs and plant. – inclusion of site development and builder’s profit.

Chapter 17: Losses

Assignment Solution 17.1:

Students are referred to Chapter 17.

Your solution should include reference to:

•	Use of losses against other income in the current year;

•	Carry forward of unused losses and restrictions that apply;

•	Strict statutory basis;

•	Impact of excess capital allowances;

•	Loss relief on commencement;

•	Loss relief on cessation;

•	Displacement/interaction of other reliefs;

•	Order of relief;

•	Relevant time limits for making claims for relief.

Assignment Solution 17.2: 

Students are referred to Chapter 17. 

Your solution should include reference to:

•	s381 losses and time limits for making claims;

•	Claim for losses on a strict statutory basis;

•	s392 augmentation of losses with capital allowances.

Chapter 18: Taxation of Partnerships

Assignment Solution 18.1:

Students are referred to Chapter 18.

Your solution should include reference to:

•	Partnership Act 1890;

•	Existence of a partnership, supported with relevant case law;

•	Tests to determine if a partnership exists.

Assignment Solution 18.2: 

Students are referred to Chapter 14 in relation to partner commencement and cessation rules.

Students are also referred to Chapter 18 in relation to profit-sharing and capital allowance calculation. Students should be aware that when a partner leaves a 2 partner firm that there is a cessation of partnership trade and a commencement of trade as a sole trader.

Chapter 19: Taxation of Interest, Dividends and Rental Income

Assignment Solution 19.1: 

Students are referred to Chapter 19.

Your answer should include specific reference to: 


	Basis of assessment, Case V commencement and pre first letting expenses.

	Allowable deductions.

	Capital allowances.

	Rental losses.

	Requirement to register with PRTB in order to claim mortgage interest relief.



Assignment Solution 19.2:














	
	
Single taxpayer with low income


	
	
Single taxpayer with high income





	
	
Deposit interest €


	
Dividend €


	
	
Deposit interest €


	
Dividend €







	
Sch E


	
–


	
	
	
	
50,000


	
	
50,000





	
	
	
	
	
	
	
	



	
Case IV


	
25,000


	
	
	
	
25,000


	
	



	
Sch D case IV


	
25,000


	
	
	
	
25,000


	
	



	
Sch F


	
	
	
25,000


	
	
	
	
25,000





	
Gross income


	
25,000


	
	
25,000


	
	
75,000


	
	
75,000





	
Gross Tax


	
	
	
	
	
	
	



	
@ 20%


	
–


	
€25,000 @ 20%


	
5,000


	
€36,800 @ 20%


	
7,360


	
€36,800 @ 20%


	
7,360





	
€25,000 @ 33%


	
8,250


	
	
	
€25,000 @ 33%


	
8,250


	
	



	
	
	
	
	
€13,200 @ 40%


	
5,280


	
€38,200 @ 40%


	
15,280





	
	
8,250


	
	
5,000


	
	
20,890


	
	
22,640





	
Less tax credits


	
	
	
	
	
	
	



	
Personal


	
(1,700)


	
	
(1,700)


	
	
(1,700)


	
	
(1,700)





	
	
	
	
	
	
	
	



	
DIRT (not refundable)


	
(8,250)


	
	
–


	
	
(8,250)


	
	
–





	
DWT (refundable)


	
–


	
	
(6,250)


	
	
–


	
	
(6,250)





	
Tax payable (refund)


	
 – 


	
	
  (2,950)


	
	
10,940


	
	
14,690





	
Gross income


	
25,000


	
	
25,000


	
	
75,000


	
	
75,000





	
Less tax above


	
 – 


	
	
(2,950)


	
	
(10,940)


	
	
(14,690)





	
Less tax @ source


	
(8,250)


	
	
(6,250)


	
	
(8,250)


	
	
(6,250)





	
Net income


	
16,750


	
	
21,700


	
	
55,810


	
	
54,060







Note: The above does not take account of PRSI or the USC. It can be seen from the above examples that, for higher incomes, due to the DIRT rate reducing to 33%, which is less than the marginal income tax rate of 40%, the deposit interest income leads to a more favourable outcome. For lower incomes, dividend income leads to a more favorable outcome.

Students should elaborate on above with reference to:


	DIRT non-refundable tax credit versus DWT refundable tax credit

	Income subject to DIRT not subject to USC.



Chapter 20: Taxation of Income from Office and Employment

Assignment Solution 20.1:

Students are referred to Chapter 20.

The advice to AB Limited should be based around the tests established in the Henry Denny and Sons (Ireland) Ltd v Minister for Social Welfare case:

Control Test - Is Mary subject to the control, direction and dismissal by AB Ltd?

Integration Test - Will Mary form an integral part of AB Ltd’s business?

Economic relations test - Are the terms of engagement consistent with those of a contract of service?

Entrepreneurial test - Is Mary in business on her own account?

Students should also refer to and discuss the facts in relation to the report of the Employment Status Group August 2006.

Assignment Solution 20.2:

Students are referred to Chapter 20.

Students should explore using case Law in the context of s114 TCA97:

“the holder of the office or employment must have been wholly, exclusively and necessarily obliged to incur the expenses in the performance of the duties of the office or employment”

Assignment Solution 20.3:

Students are referred to Chapter 20.

Solutions should explore the consequences in terms of the distinction between self-employed (contract for services) and an employee (contract of service).

Areas to be considered:

•	Computation of taxable income

•	Allowable expenses

•	Basis of assessment

•	Tax credits

•	Income tax administration

Assignment Solution 20.4:

Students are referred to Chapter 20.

Students should explore PAYE, Employer PRSI and filing as employer consideration and PAYE, USC, Employee PRSI, Capital Gains Tax and filing as employee considerations.

Chapter 21: Benefits in Kind

Assignment Solution 21.1:

Students are referred to Chapter 21.

Areas to be considered in respect to each section are as follows:

Company car:


	Valuation of the car at Original Market Value.

	Business kilometers and cash equivalent % calculation and alternative basis for employees with low business kilometers.

	Pool car rules.

	Exemption limits for All electric cars.

	Car expenses paid by the employee and expenses reimbursed by the employee to the company.



Living accommodation:


	Use of a home rent free or at a reduced rent.

	Market rent or 8% of current market value.



Preferential loan:


	Purpose of the loan.

	Specified rates for 2022:	Qualifying Home Loans	—	4%
	All Other Loans		—	13.5%



	Treatment when loan written off.



Chapter 22: Termination Payments

Assignment Solution 22.1:

Students are referred to Chapter 22.

The solution should outline:

Taxable and non taxable elements of a redundancy package.


	Statutory redundancy is exempt from income tax.

	Ex gratia redundancy above an exempt amount are taxable.



Payment in lieu of notice forms part of the redundancy package unless provided for in the employment contract.

Calculation of tax free amount


	Top slicing relief caps the marginal rate of tax on taxable redundancy amount to average rate over last three years has been abolished from 1 January 2014.

	Changes to limit tax free amount of payments on death and disability to €200,000 to bring in line with limits for normal termination payments.

	Abolition of foreign service relief.



Finance Act 2011 restricted the application of certain reliefs by introducing a lifetime limit on the amount of tax-free ex-gratia payments that may be received by an individual in connection with the termination of an employment. Such reliefs determined for 2011 and subsequent years cannot exceed €200,000. This life-time limit of €200,000 must be restricted by the total value of any amounts of relief previously granted to an individual in respect of any previous ex-gratia payments.

Chapter 23: Operation of PAYE/PRSI System

Assignment Solution 23.1:

Students are referred to Chapter 23.

Chapter 24: Basic Principles of Capital Gains Tax

Assignment Solution 24.1: Frank

As Frank is an Irish tax resident but foreign domiciled, he is liable to Irish capital gains tax on all Irish gains and foreign gains only to extent they are remitted to Ireland.

Irish shareholding

The disposal of unquoted Irish shares triggers a charge to CGT for Frank. The fact that the shares do not constitute a “specified asset” is irrelevant as Frank is Irish resident.

UK shareholding

The disposal of the UK shareholding will not trigger a charge to Irish CGT. As an Irish resident, foreign domiciled individual, Frank is subject to Irish CGT on UK gains only to the extent they are remitted to Ireland.

Holiday home

The holiday home located in Ireland is subject to CGT in full.

French shareholding

As Frank is Irish resident/non-Irish-domiciled, he is taxable on non-Irish gains on the remittance basis. However, in this case he transferred the proceeds from the sale to his wife, Joan and she remitted the proceeds to Ireland. Section 45 Finance (No. 2) Act 2013 amends s29 TCA97, whereby a non-Irish domiciled individual makes a gain from assets located outside the state and that individual transfers proceeds from the gain to their spouse and such amounts are remitted to Ireland, then the non-domiciled individual is treated as having received the gain in Ireland and will be subject to Irish CGT. Thus, the gain on the French shareholding is taxable in Ireland. Each euro of sales proceeds remitted will trigger one euro of a chargeable gain.

Tax on the first three gains, i.e., those arising in the period 1 January 2022 – 30 November 2022 is due and payable by 15 December 2022.

On the assumption that a portion of the consideration in respect of the French shareholding is remitted at the time of sale, i.e., December 2022, tax on this gain is payable by 31 January 2023.

The due date for filing of details with Revenue is 31 October 2023.

He could have avoided Irish CGT on the disposal of the French shareholding if the proceeds from the sale had been left in a bank account in France and had not been remitted to Ireland by either Frank or Joan.

Assignment Solution 24.2:

Students are referred to Chapter 24.

Chapter 25: Computation of Gain or Loss

Assignment Solution 25.1:

Students are referred to Chapter 25.

Your answer should include:


	Examples of assets that are non-wasting assets.

	The calculation of the relief.

	Whether marginal relief should always be claimed?



Assignment Solution 25.2:

Students are referred to Chapter 25.

Assignment Solution 25.3:

Students are referred to Chapter 25.

Your answer should include:


	Restrictions of indexation on losses.

	How losses can be used.

	Use of losses in year of death by an individual.

	Transfer of losses to a spouse.

	Disallowable losses.



Chapter 26: Advanced Computational Issues

Assignment Solution 26.1: Jane Bryant

Students are referred to Chapter 26.

Assignment Solution 26.2: Esther Long

(a) Section 648 TCA97 defines development land as “land in the State, the consideration for the disposal of which exceeds the current-use value of that land at the time at which the disposal is made, and includes shares deriving the greater part of their value from such land, other than shares quoted on a Stock Exchange.”

(b) Restriction on indexation applies to the disposal of development land. Indexation is only allowed in respect of expenditure attributable to the current-use value part of the cost at the date of acquisition or 6 April 1974 (if later).

In addition, no indexation is allowed on enhancement expenditure in the computation of a gain arising on the disposal of development land. There is also a restriction on the use of losses. The only losses which can be offset against gains arising on the disposal of development land are losses occurring on the disposal of development land. Other losses cannot be offset against such gains.

The above restrictions do not apply to an individual if the total consideration from disposals of development land in a year of assessment does not exceed €19,050.

If she had however, disposed of the land in 2014 as opposed to 2022, given the re-zoning of the land and the subsequent increase in the value of the land, Esther would be deemed to have made a “windfall gain” and windfall tax would have been charged at a rate of 80%. The 80% rate is charged on the amount by which the land increased in value as a result of the “re-zoning”. In Esther’s case €9,500,000 (€10,000,000 - €500,000) would have been taxed at 80%. The remainder of the gain would have been taxed at 33%. This windfall tax was abolished with effect from 1 January 2015.

Chapter 27: CGT Reliefs

Assignment Solution 27.1:

Students are referred to Chapter 27.

Your answer should include:


	Weighing up the advantages and disadvantages of abolishing roll-over relief.

	The effects that the abolition of roll-over relief will have on businesses looking to expand.



Assignment Solution 27.2:

Students are referred to Chapter 27.

Assignment Solution 27.3: Denise

O’Brien & Co. Tax Consultants

Dalkey

Co. Dublin

Dear Denise,

I am writing to advise you on your eligibility for principal private residence relief on the gain arising on the disposal of your property in Wexford. In this regard, I have considered in detail the relevant legislation and some case law on the meaning of the term “principal private residence”.

Section 604(3) TCA97 provides that the relief applies if the dwelling house “has been occupied by the individual as his or her only or main residence throughout the period of ownership, or throughout the period of ownership except for all or any part of the last 12 months of the period...”.

Accordingly, the fact that you owned a second residence and lived there for approximately five months before selling the property in Wexford does not preclude you from availing of the relief. The question then arises as to whether or not weekend use of the house amounts to occupation of the house for the purposes of the relief. In this regard, I have been unable to identify an Irish case with facts similar to yours. However, the commentary in the Irish Revenue manual is useful and some UK case law is also relevant.

Revenue/Chief Inspector’s CGT Manual

In paragraph 19.7.3.2 of the Revenue Commissioners’ manual on Capital Gains Tax, it is stated: “The word ‘residence’ has its normal meaning and for an individual this is a dwelling in which he habitually lives; in other words it is his home. It follows that actual physical occupation of the dwelling house by the individual is necessary before a claim can be accepted that it is or was his residence. Whilst each case must depend on its own facts, a dwelling house should not be regarded as an individual’s residence where the occupation is on a purely temporary basis. For example an individual may acquire a house and then decide not to make it his residence and before disposing of it he may arrange to make his home in a second house so that the first house clearly never was his residence. Nevertheless he may stay in the first house for a very short period in an attempt to show that it was his main residence. Exemption should not be granted in respect of such a period of nominal occupation. Similarly a few nights spent in a house whilst repairs and redecoration are carried out prior to its disposal would not be sufficient to establish a claim for exemption.”

Clearly, then, in the view of the Revenue, a nominal period of occupation will not suffice. The manual is attempting to draw a distinction between what the Revenue Commissioners regard as genuine “residence” and “residence” which they regard as being for the sole purpose of obtaining the relief. It is not clear that the legislation itself makes such distinction. In your case, it should be possible to argue that your weekend stays were not simply “nominal” occupation solely for the purposes of obtaining the relief, on the basis that your original intention was never to sell the house, but rather to live there permanently. I would hope that consistent use of the house at weekends over the course of over five years would not constitute “nominal” occupation. The fact that you occasionally stayed in the house mid-week is also helpful.

UK Case Law

The judgement in the UK case considered below is relevant as the facts of the case have certain similarities with yours. Unfortunately, this decision is not favourable. However, you should bear in mind that UK case law is not binding in Ireland, although it does carry some weight. In addition, it is possible to distinguish your circumstances on the basis that you lived in the house more regularly than the UK taxpayer and on the basis that you never viewed the house as “temporary accommodation”.

In order to avail of the relief relating to the disposal of a principal private residence it is necessary that it be a dwelling house which has been occupied by the taxpayer (or in certain circumstances by the beneficiary of a trust) “as his only or main residence”. The UK case of Goodwin v Curtis concerned a UK taxpayer who acquired a dwelling house and occupied it for only a very brief period. The taxpayer had acquired a house with the intention of occupying it as a permanent residence, but due to changes in his circumstances, he almost immediately entered into arrangements to resell it and in consequence occupied the house for only a few weeks. During the time while he occupied the house, it was the only accommodation owned by him which was available to him as a dwelling. The judge, Sir John Vinelott, quoted Lord Denning in the Court of Appeal decision in the case of Fox v Stirk and Bristol Electrical Registration Officer where he said inter-alia “temporary residence at an address does not make a man resident there. A guest who comes for the weekend is not resident. A short stay visitor is not resident.” Sir John Vinelott said “in my judgement (the Commissioners) were fully entitled to take the view that the farmhouse was used not as a residence but as mere temporary accommodation for a period that the taxpayer hoped would be brief and which in fact lasted some 32 days between completion of the sale to him and completion of the sale by him.”

The judge concluded that the brevity of stay in the house was such that during the time he lived there, the taxpayer did not reside there, and it was not his residence. The case gave no indication as to the minimum period of occupation of a house, which in the view of the English Courts would constitute “residence”. The Fox case from which Lord Denning’s quote was taken was not concerned with taxation, nor with whether or not a dwelling house was a person’s residence but rather with whether certain persons were resident in a particular constituency for electoral purposes. The decision in the Goodwin v Curtis case is open to criticism but should nonetheless be noted.

Proposed course of action

While you do have a strong basis for claiming principal private residence relief, there is a risk that living in the house during weekends only or on an occasional basis will not suffice. While the Revenue may accept that it was your principal private residence without raising any questions, they have a period of six years during which they may reopen your case at any time. If they do reopen your case and subsequently deny you the principal private residence relief, interest and penalties may arise. Accordingly, I believe it would be helpful to seek their confirmation of your position in advance.

In your letter seeking confirmation of your tax position, you should provide details of the amount of time you spent in the house, emphasising the regular nature of occupation. You should also emphasise the fact that you originally intended living there permanently. Any information that demonstrates this intention to live there permanently would also be helpful. In this case, if Revenue agrees that the house was your principal private residence, there is no risk of interest penalties in the future. However, a capital gains tax liability will arise if Revenue takes the view that it was not your principal private residence.

Alternatively, if you do not wish to make a formal submission in relation to the status of the house and if you are very concerned about avoiding potential interest penalties, you may prefer to make an “expression of doubt” when filing your return. This will involve filing a return (on the basis that the relief applies) by the relevant due date. However, it will be necessary to include a covering letter with the return making a formal “expression of doubt”.

This involves detailing your concerns about the status of the house as your principal private residence for the relevant period and also explaining the reasons for those concerns. In this scenario, you are totally protected from interest and penalties should the Revenue subsequently decide that you are not entitled to the relief and that capital gains tax is payable.

The relevant due date for filing this return and the “expression of doubt” is 31 October 2023. The due date for payment of any CGT arising is 15 December 2022.

If you have any questions regarding the above, please do not hesitate to contact me.

Yours sincerely

P N O’Brien

Chartered Tax Adviser (CTA)

Assignment Solution 27.4: 

(a) The advantages of incorporation:

(i)	Limited liability

(ii)	Retention of profits.

A company pays corporation tax on the full amount of profits earned in a particular year. At a corporation tax rate of 12.5%, the potential to retain profits for use in the business is significant. The directors of the company would suffer income tax on any income paid to them as a salary.

This compares favourably with the situation where sole traders are subject to income tax on the full amount of their profits in the year the profits are earned, irrespective of whether they draw out the profits or not.

(b) Students are referred to Chapter 27.

(c) The deferred tax will not materialise if:

(i)	The shares are disposed of on a death.

(ii)	Retirement relief is claimed when the shares are disposed of.

Chapter 28: General Principles of Irish Corporation Tax

Assignment Solution 28.1: Various Incomes Ltd










	
   Trading Income


	
Year end


	
Tax rate


	
Payment amounts and filing dates





	
(a) Profits from trading


	
31/12/21


	
12.5%


	
Preliminary CT – 45% of the current year’s tax or 50% of the prior year’s tax on 23/06/21.

Preliminary CT – payment to bring both to equate to 90% of the total current year’s liability on 23/11/21.

Pay final amount and file on 23/09/22.





	
(b) Profits from trading


	
31/12/22


	
12.5%


	
Preliminary CT – 45% of the current year’s tax or 50% of the prior year’s tax on 23/06/22.

Preliminary CT – payment to bring both to equate to 90% of the total current year’s liability on 23/11/22.

Pay final amount and file on 23/09/23.







  The above assumes that the company was not able to avail of the small company preliminary tax rules. For each current year, if the previous year’s total corporation tax liability was €200,000 or less it could pay the lower of 100% of the previous year’s liability or 90% of the current year liability on 23/11, with the balance due on filing.










	
   Capital Profits


	
	
	



	
(c) Sale of trade premises


	
Sold on 17/6/21


	
33% – regrossed in computation to 12.5%


	
Included in corporation tax computation of 31/12/21 – included in payments noted above.





	
(d) Sale of investments


	
Sold on 24/8/22


	
33% – regrossed in computation to 12.5%


	
Included in corporation tax computation of 31/12/22 – included in payments noted above.





	
(e) Sale of development land


	
Sold on 13/5/21


	
33%


	
Not included in corporation tax computation, treated as a capital gain.

Payment due on 15/12/21 and return to be filed with 31/12/21 return.
















	
   Investment Income


	
	
	



	
(f) Deposit accounts


	
31/12/21


	
25%


	
Included in corporation tax computation of 31/12/21 – included in payments noted above.





	
(g) Deposit accounts


	
31/12/22


	
25%


	
Included in corporation tax computation of 31/12/22 – included in payments noted above.





	
(h) Dividends from Irish companies


	
31/12/21


	
N/A


	
Exempt from corporation tax. They are however subject to the close company surcharge – see close company chapter.





	
(i) Dividends from French company


	
31/12/22


	
12.5%


	
Taxable under Case III s21B TCA97 – included with dates and payments for 31/12/22 trade above. The company may also to entitled to a credit for foreign taxes paid to equate to the Irish tax charge.





	
(j) Rent of Irish property


	
31/12/22


	
25%


	
Taxable under Case V – included with dates and payments for 31/12/22 trade above.







Assignment Solution 28.2:

Students should refer to the following in their solution:

Compile list of EU states in three categories:

A: Previously established EU members, e.g., France, Germany

B: Recent less developed larger entrants, e.g., Romania

C: Recent smaller entrants, e.g., Lithuania

Research each country’s actual corporation tax rates and their effective corporation tax rates (after taking into consideration specific tax reliefs) – use links on Revenue.ie and taxinstitute.ie

Identify if research is confirmed – do “smaller” countries have a lower corporation tax regime?

Compare these “small” countries rates to Irish corporation tax rates.

Discuss whether there has been losses of corporate business to these countries.

Discuss will the proposed 15% rate for large multinationals potentially affect Ireland.

Assignment Solution 28.3:

Students should refer to the following in their solution:

Consider the two separate residency tests:

A: Central management and control 

B: Legislation s23A TCA97

A: Central management and control

The case of De Beers Consolidated Mines v Howes (1906) STC 198 ruled that a company is resident “where the central management and control actually resides”. To decide on this question matters such as the location of directors meetings, head office, decision making, etc. should be considered. The full list is given at 28.5.4 in Chapter 28.

Prior to Finance Act 1999 this was the only test of residency.

B: Legislation contained in s23A TCA97

Companies incorporated in Ireland are automatically resident in Ireland with the exception of companies which are deemed to be resident in another country under a double tax treaty. Both tests operate separately for the purpose of ascertaining whether a company is resident in Ireland.

Assignment Solution 28.4:

Residence

A. Rome Ltd

The unit constitutes a branch and therefore only its local profits will be taxed in Ireland.

B. Paris Ltd

The unit constitutes a branch and therefore only its local profits will be taxed in Ireland. It is not relevant that it is being managed by a foreign manager.

C. Madrid Ltd

The company can claim exemption from Irish residency if it is deemed to be tax resident in Spain under the Ireland/Spain DTA, otherwise it will remain tax resident in Ireland as it was originally incorporated here, s23A TCA97. If it is tax resident in Spain it will be taxable in Ireland on its Irish trading income only.

D. Dublin Ltd

As it is incorporated and resident here it pays corporation tax on its worldwide income. It will receive a credit against its Irish corporation tax for any tax it pays in Portugal on its Lisbon branch profits.

E. Berlin Ltd

As it is German resident and has rental income in Ireland it will pay corporation tax here under Schedule D Cave V on its rental income only. It will be liable to corporation tax as a chargeable gain if it ever sells the apartment block.

F. Boston Ltd

Under s23A(1) TCA97 it will be deemed resident here and it cannot avail of the exception under a double tax treaty (s23A(2) TCA97) as it is not US tax resident.

Assignment Solution 28.5:








	
Residence


	



	
(a)


	
 Return due by:





	
Year ended 31 December 2021


	
23 September 2022





	
Period ended 28 February 2022


	
23 November 2022





	
Year ended 31 December 2022


	
23 September 2023





	
Year ended 30 June 2022


	
23 March 2023







(b) As the company has no trade or rental income here it does not pay corporation tax nor file a CT1 return. 

100% preliminary capital gains tax is due by 15 December 2022.

The capital gains tax return must be lodged by 31 October 2023.

Chapter 29: Calculating the Corporation Tax Liability

Assignment Solution 29.1:

Students should refer to the following (which is not an exhaustive list) in their solution:

1. Individuals pay income tax on income and capital gains tax on gains whereas companies pay corporation tax on profits, being income and gains, with the exception of development land.

2. Capital allowances are deducted to get Case I/II figure for companies. For individuals capital allowances are utilised as a relief against Case I/II in the computation.

3. Companies pay corporation tax based on their accounting periods whereas individuals pay income tax based on calendar tax years.

4. Companies do not come within the Schedule E and F charges.

5. The owner drawings of an individual are added back in the income tax case I/II computation and he/she is taxed on all income earned, whether spent or not. In a company the owners’ drawings are treated as salary or emoluments (and charged under Schedule E) and allowed as a deduction against the company’s corporation tax liability (subject to limits for certain companies).

6. The accounts of an individual are not required to be prepared under current accounting standards whereas companies must prepare their statements under IFRS or FRS 102 (Irish GAAP).

Assignment Solution 29.2:

The accounting periods are as follows:

1. 1 May 2020 – 30 September 2020: Company acquires its first source of funds, deposit interest.

2. 1 October 2020 – 30 September 2021: 12 months of the 15 month accounting period.

3. 1 October 2021 – 31 December 2021: 3 months of the 15 month accounting period.

4. 1 January 2022 – 17 May 2022: Last accounting period.

Assignment Solution 29.3:

Credits for research and development revenue expenditure:

2018 – Expenditure of €60,000 is fully allowable – €15,000 R & D credit (25%)

2019 – Expenditure of €50,000 is fully allowable – €12,500 R & D credit

2020 – Expenditure of €100,000 is fully allowable – €25,000 R & D credit.

2021 – Expenditure of €120,000 is fully allowable – €30,000 R & D credit.

2022 – Expenditure of €110,000 is fully allowable – €27,500 R & D credit.

Credits for research and development building expenditure in 2022:








	
Cost of building


	
€1,000,000





	
Less grants received


	
€250,000





	
Total claimable


	
€750,000







Research and development credit – €750,000 × 55% × 25% – €103,125 credit

Chapter 30: Losses

Assignment Solution 30.1: 

1.	Under s396A TCA97 Joanne Limited can set the loss in its building trade against the profit in its retail trade in the current year and then back against any trading income in a preceding period of the same length. To the extent that there are unrelieved losses, it can offset them on a value basis in the current period and the preceding period of the same length (s396B TCA97). Any unrelieved losses can be carried forward and offset against profits in the same trade (s396(1) TCA97).

2.	After first utilising the pub losses against prior year trading income under s396A TCA97, it can set the remaining loss against the corporation tax payable on the rental income under s396B TCA97. Refer to options in (1) above also.

3.	Florence Limited must add back the trade charges in its profit and loss account to arrive at the Case I amount. It can then set paid trade charges against its trade income under s243A TCA97. Any unused charges can be set against corporation tax payable on a value basis, s243B TCA97, and any excess carried forward against Case I of the same trade, s396(1) TCA97.

4.	Monterosso Limited can set the rental loss against prior period of the same length’s rental income under s399(1) TCA97. Any unused losses can be carried forward against future years rental income under s399(2) TCA97.

Assignment Solution 30.2:

1.	s243A TCA97 – Set against relevant trading income in the period.

2.	s396B TCA97 – Set Case I/II loss against all profits (income and chargeable gains) except Case I/II income of the current period and the prior corresponding period on a value basis.

3.	s399 TCA97 – Set Case V loss against prior year Case V of a corresponding period and carry any excess forward indefinitely against future Case V.

4.	s396A TCA97 – Set Case I/II loss against other relevant trading income in the period and back against other relevant trading income of a corresponding prior period.

5.	s396(1) TCA97 – Carry Case I/II loss forward indefinitely against future income of the same trade.

6.	s308(4) TCA97 – Set excess industrial buildings allowance of Case V income against all profits of the current period and the prior corresponding period and carry any remainder forward against future Case V income under s399 TCA97.

7.	s396B(5) TCA97 – In a period in which both s396B TCA97 and non-trade charges are utilised, any remaining loss to be carried forward under s396(1) TCA97 is reduced by the amount of Case I/II loss which would have been utilised had the non-trade charges not been available.

8.	s243B TCA97 – Set unutilised trade charges under s243A TCA97 against all profits in the period on a value basis.

Chapter 31: Groups: Payments, Losses and Transfers of Assets

Assignment Solution 31.1: The H Group

(a) (i) For a company to be in a loss group it must hold 75% of the share capital of the subsidiary either directly or indirectly.

The following companies are in the H group: 

– H Ltd

– A Ltd – H Ltd owns 75% of A Ltd

– B Ltd is not in the group as H only owns 61.25% as follows:









	
H – A – B =


	
75% × 75% =


	
56.25%





	
H – B =


	
5% =


	
  5.00%





	
Total indirect holding


	
	
61.25%







The following companies are in the A group:

– A Ltd and B Ltd as A Ltd owns 75% of B Ltd

For a company to be in a consortium, 75% or more of its share capital must be owned by five or fewer companies.

H Ltd, E Ltd and F Ltd form a consortium as they own 100% (45% 1 30% 1 25%) of D Ltd.

  (ii)   For a company to be in a capital gains group it must be an effective 75% subsidiary. Therefore, both A Ltd and B Ltd are in the H Ltd group for capital gains group purposes.

(b) The company transferring the asset to the trading company is deemed to have sold at cost, thereby giving no gain/no loss.

The company receiving the asset is deemed to acquire it from the transferor at cost. It is then deemed to have sold it to its stock at market value. It must pay any capital gains tax due and the market value is then used in its cost of sales against its trading income as a taxable deduction.

(c) H Ltd can transfer its losses to A Ltd and vice versa.

A Ltd can transfer its losses to B Ltd and vice versa.

D Ltd can transfer its losses to H Ltd, E Ltd and F Ltd but it cannot receive losses from any of these companies.

(d) For loss groups, a loss can be transferred to another group company provided that company has sufficient profits to accept those losses.

Only current year losses can be transferred.

For consortiums, a loss incurred by D Ltd can only be surrendered to the consortium members in relation to their respective shareholdings. D Ltd cannot receive losses from consortium members.

Assignment Solution 31.2: Loss/Consortium Groups

The diagram of the loss group is as follows:

[image: ]

Loss Ltd is in a consortium 100% controlled by A, B, C, and D Ltd. Therefore it can transfer its losses to these four companies in order of their shareholdings. They cannot transfer their losses to it.

C Ltd and E Ltd are in a loss group as is D Ltd and E Ltd due to E Ltd exceeding the 75% ownership requirement in both cases. Therefore all three companies can transfer losses to each other.

Chapter 32: Close Companies

Assignment Solution 32.1: 

Close Companies

1. As Mr A has a material interest in the company (owning over 5% of its ordinary share capital) the loan must be regrossed and the tax paid to Revenue with the company’s normal corporation liability, s438 TCA97. The tax owed is €10,000/80% × 20% = €2,500. This will be refunded to the company when Mr A repays the €10,000 loan.

2. As Mrs A has a material interest in the company (owning over 5% of its ordinary share capital) the maximum interest allowed is the lower of the loan or the ordinary share capital of the company × 13%. The excess is treated as a distribution, s437 TCA97.

Therefore any interest charged by Mrs A above €13 per annum (€100 share capital × 13%) is treated as a distribution on which dividend withholding tax must be operated. Mrs A will pay tax under Schedule F on this income.

3. As both Mr and Mrs A are directors the holiday is not treated as a distribution as would normally be the case, s436 TCA97. Instead the directors will pay tax under Schedule E as a benefit in kind and the company will receive a corporation tax deduction for the cost of the holiday.

4. The €2,500 tax paid by the company in 1. above will now not be refunded to the company. Mr A is assessed to tax under Schedule D Case IV in the year the loan is forgiven. He will receive a credit for the tax paid on his behalf by the company, s439 TCA97.

Assignment Solution 32.2: 

Close Companies

Given that a close company is that which is controlled by five or fewer participators or their associates the company would need to be controlled by a wide-ranging array of individuals to avoid close company status.

Under the current shareholding structure the company is controlled by only one participator, Mr B and his associate, his brother.

If the brothers were to give each of their five sons a shareholding in the firm the company would still be close as each son would be an associate of his respective father. Therefore Mr B and his five sons would be one participator as would the brother and his five sons. As two participators control the company it would still be close.

As an associate cannot be an associate of an associate, none of Mr B’s sons’ holdings would be added to that of Mr B’s brother’s sons; however each brother’s sons would be treated as associates of each other. Therefore even if the two brothers gave control to their 10 sons it would still be a close company as the two groups of sons would be treated as one participator each.

However due to this rule Mr B could introduce his sons’ wives to the company. They would not be associates of his nor would any one wife be an associate of another.

If all 10 wives, Mr B and his brother were to receive equal shares in the company there would be 12 shareholders each owning 8.3333% of the company.

This would leave the company with 11 separate participators (with Mr B’s brother being treated as an associate of his). Is the company now under the control of five or fewer participators?









	
Participator 1 – Mr B and his associate (brother)


	
8.3333% × 2


	
16.6666%





	
Participator 2 – one wife


	
8.3333% × 1


	
8.3333%





	
Participator 3 – one wife


	
8.3333% × 1


	
8.3333%





	
Participator 4 – one wife


	
8.3333% × 1


	
8.3333%





	
Participator 5 – one wife


	
8.3333% × 1


	
8.3333%







As five or fewer participators do not control the company it is not treated as close

However, would the brothers be interested in ceding so much control just to avoid close company status?

Chapter 33: Basic Principles of Capital Acquisitions Tax

Assignment Solution 33.1: 

Students are referred to Chapter 33.

Assignment Solution 33.2: 

Students are referred to Chapter 33 and your answer should address the following:

(i)	Property size

(ii)	Beneficiary residence/ownership conditions

(iii)	Disponer conditions

(iv)	Claw-back provisions


8 Value-Added Tax Solutions

Chapter 3: The General Principles

Solution 3.1: VAT payable – Trader









	
Sales


	
VAT rate


	
amount of VAT included





	
Alcohol €1,000,000


	
23%


	
€186,991.86





	
Restaurant services €2,500,000


	
9%


	
€297,356.83





	
	
	
(Output VAT) €484,348.69





	
Purchases


	
	



	
Zero-rated foodstuff €300,000


	
0%


	
–





	
Alcoholic drinks €300,000


	
23%


	
€69,000





	
Kitchen equipment €150,000


	
23%


	
€34,500





	
Waste disposal charges €20,000


	
13.5%


	
€2,700





	
	
	
(Input VAT) €106,200.00





	
VAT liability €378,148.69 (€484,348.69 – €106,200.00)


	





Solution 3.2: VAT Rates

(a) and (b) – Students are referred to the text.

(c)      ■ Input VAT of €1,610.00 (23%)

■	Output VAT of €4,674.79 (23%)

■	Output VAT of €1,495.93 (23%)

■	Outside the scope of VAT – no VAT

■	Exempt from VAT

Chapter 4: Cross-Border Trade

Solution 4.1: VAT liability – Internet Trader

1.	The sales to Germany and the Netherlands must, absent a VAT registration in each country, be reported on the periodic EVR returns, showing both German and Dutch VAT.

    The German VAT amount reported will be €39,916 (250,000 / 119 × 19)

    The Netherlands amount reported will be €17,355 (100,000 / 121 × 21)

2.	In the case of both Great Britain and Norway, the goods are exports from Ireland to outside the EU and will therefore be liable to VAT in Ireland at the 0% rate.

    However it is worth noting that there jurisdictions may contain, within their legislation, an obligation for the Irish supplier, being a foreign trader, to register for VAT in each jurisdiction. [This is not covered in this course].

Chapter 5: Accounting for VAT: Invoicing, Deductions and Special Procedures/Categories

Solution 5.1: Publican

Output VAT









	
	
€


	



	
Bar sales


	
243,089.41


	
(liable at 23%)





	
Food sales


	
29,735.68


	
(liable at 9%)





	
Subs to UK satellite provider


	
4,600.00


	
(Reverse charge service)





	
Intra-EU acquisition from Germany


	
4,600.00


	
(intra-EU acquisition)





	
Self-supply of prize at cost


	
69.00


	
(self-supply – appropriation)





	
Drinks to staff


	
    2,760.00


	
(self-supply – appropriation)





	
Output VAT


	
284,854.09


	



	
Input VAT


	
	



	
Drink and cigarettes


	
138,000.00


	
(VAT @ 23%)





	
Raw food


	
0.00


	
(0% VAT on purchase)





	
Standard rated food


	
2,300.00


	
(VAT @ 23%)





	
Company SUV*


	
0.00


	
(VAT deduction prohibited)





	
Company van


	
3,450.00


	
(VAT @ 23%)





	
Extension to premises


	
27,000.00 


	
(VAT @ 13.5%)





	
Professional fees


	
3,450.00 


	
(VAT @ 23%)





	
Subs to UK satellite provider


	
4,600.00


	
(Reverse charge service)





	
Intra-EU acquisition from Germany


	
4,600.00 


	
(intra-EU acquisition)





	
Wages


	
0.00


	
(outside the scope of VAT)





	
Accountancy fee


	
       690.00


	
(VAT @ 23%)





	
Input VAT


	
184,090


	



	
Net VAT payable


	
100,764.09


	





* If used 60% + for business purposes, an input credit of 20% of VAT incurred could be claimed for vehicles in VRT Categories A, B or C.

Solution 5.2: General Retailer

1. The VAT due for the period / Output VAT:








	
	
VAT





	
	
€





	
€400,000 (inc VAT @ 23%)


	
74,796.74





	
€1,200,000 (inc VAT @ 23%)


	
224,390.24





	
€200,000 @ 0%


	
–





	
Intra-EU acquisitions (€250,000 @ 23%)


	
57,500.00





	
Advance pay’t received €30,000 (inc VAT @ 23%)


	
    5,609.75





	
	
362,296.73







2. The VAT deductible for the period / Input VAT:










	
	
€





	
€900,000 (inc VAT @ 23%)


	
168,292.68





	
€100,000 @ 0%


	
–





	
Intra-EU acquisitions (€250,000 @ 23%)


	
57,500.00





	
€50,000 exclusive of 5.5%


	
2,750.00





	
Advance pay’t €100,000 (inc VAT @ 13.5%)


	
  11,894.27





	
	
240,436.95







3. Net VAT payable

€119,859.78 (€360,296.73 – €240,436.95)

[Note VAT is not deductible on the purchase of a car except where it is used 60% + for business purposes and is in VRT Category A, B or C. In that instance, an input credit of 20% of VAT incurred may be claimed.

4. The VAT must be paid by 19 March 2022 or 23 March 2022 if filing electronically.

Chapter 6: Property Transactions and Building Services

Solution 6.1: Property Investor

Event (a)

As VAT is being charged on the rents, the investor has exercised his option to tax the rents. He was obliged to have notified the tenants of this in advance of charging the VAT, either by letter or by inclusion in the letting agreement.

Given that the shop units are used for taxable supplies (rents liable to VAT) input VAT recovered at the outset is fully deductible and a CGS adjustment is not required at the end of the initial interval in respect of these units.

Event (b)

The investor cannot opt to tax the rental of the residential units, as this is precluded by law. The rental income is exempt from VAT.

Assuming that the input VAT on the entire development was recovered upon purchase one might think that an adjustment under the CGS would be necessary at the end of the initial interval. Such an adjustment is not required. Legislation provides that where the intention of the investor was the ultimate sale of the residential units then the exempt letting does not trigger a CGS adjustment in the initial interval; however if the units remain let in subsequent intervals, interval adjustments will have to be made at the end of each of those.

Event (c)

The sale of the apartment will be liable to VAT at 13½%. As with all residential property sales the price is deemed to be inclusive of VAT at 13½%. A VAT liability of €26,762 arises on the sale of the apartment.

This event does not trigger a CGS adjustment.

Event (d)

As the landlord is simply giving consent he is not making a supply for VAT (unless he was paid by the tenant for giving consent, in which case there would be a supply for consideration).

This will not trigger an event for the purpose of the CGS. However, depending on the nature of the fit-out each tenant may become a Capital Goods Owner in respect of the refurbishment carried out.

Solution 6.2: Building Services

Insurance provider – A

A supplies VAT exempt services. Some of these services may be a qualifying activity (to the extent that they are supplied to customers located outside the EU). Where none of its exempt supplies are qualifying activities then it cannot recover input VAT. Where some of its exempt supplies are also qualifying activities then it may recover a portion of its input VAT.

Irish principal contractor – B

B will, subject to the ‘2/3 rule’, charge VAT at 13½% to A on its supply of building services. In relation to D and E it will ensure that neither inappropriately charge it either Irish or French VAT and it will be obliged to self-account for Irish VAT (at 13½%) on the value of the services supplied to it by both D and E [The property is located in Ireland and supply of both D and E amounts to a Relevant Contract].

UK Contractor – C

C contracts directly with A so it is not a sub-contractor. As C will carry out work on property located in Ireland it must register for and charge Irish VAT at 13½% (subject of course to the ‘2/3 rule’). It will issue a VAT invoice to A.

Irish sub-contractor – D

D may be registered for VAT in Ireland in respect of other supplies it makes in Ireland. However it will not charge Irish VAT in respect of the services it supplies as a sub-contractor to B. It must issue an invoice to B indicating that B must self-account for VAT on the supply. It will be able to deduct input VAT on the goods and services it buys in to make its supply to B.

French sub-contractor – E

The place of supply of E’s services to B is Ireland. Therefore E cannot charge French VAT to B. As E is a sub-contractor to B it will not charge Irish VAT either; rather B will self-account for the VAT arising on E’s supply to B. As E is not registered for VAT in Ireland it cannot file VAT returns here. Any Irish input VAT incurred by E can be recovered via a cross-border reclaim which it can filed, in the first instance, with its own tax authority in France.


9 INCOME TAX SOLUTIONS

Chapter 9: The Scope of Income Tax

Solution 9.1: Shane Dawson

Income Tax Computation 2022









	
 


	
€


	
€





	
Income (Schedule E)


	
	



	
Salary (Note 1)


	
	
151,027





	
Tax on


	
	



	
€36,800 × 20%


	
7,360


	
 





	
€114,227 × 40%


	
45,691


	



	
Total tax


	
	
53,051





	
Less: non-refundable tax credits


	
	



	
Single


	
(1,700)


	



	
Employee


	
(1,700)


	



	
	
	
(3,400)





	
	
	
49,651





	
Less: refundable tax credits


	
	



	
PAYE deducted


	
	
(59,640)





	
Net tax overpaid


	
	
9,989







Residence position:	Shane Dawson is resident for 2022 since he spent more than 183 days in Ireland in that year.

Claims:	Shane Dawson should make a claim for split year relief when filing his 2022 tax return.

Note 1:	Under the split year rules, the salary is only chargeable from 20 February 2022: €175,000 × 315/365 = €151,027

Solution 9.2: Sean Higgins

He is liable to Irish tax on income arising in Ireland and remittances out of foreign income into Ireland.

His assessable income for 2022 is as follows:









	
Schedule D Case III


	
€


	
 





	
 UK rental income


	
0


	
(Note 1)





	
 French dividends


	
0


	
(Note 2)





	
Schedule E salary


	
45,000


	
(Note 3)





	
Total assessable income


	
45,000


	





Note 1: UK investment income is assessable only when remitted into Ireland.

Note 2: French dividend is not assessable as it was not remitted into Ireland.

Note 3: A form of the remittance basis of taxation exists in respect of certain employments for certain non-domiciled Irish resident individuals. The relief will be given by way of a refund of tax. However, when a non-domiciled individual transfers his or her foreign-sourced income, or property bought using foreign-sourced income, to their Irish-domiciled spouse or civil partner and that income is remitted to the State, the non-domiciled individual is deemed to have made that remittance.

Solution 9.3: Mary Rose

As she can demonstrate that she will not be tax-resident in Ireland in 2023 she can claim split year residence as her assessable income for 2022 and 2023 will be:









	
	
2022


	
2023





	
	
 €


	
€





	
Schedule D Case III


	
2,450 (Note 1)


	
24,700





	
Schedule E Irish salary


	
70,000


	
0 







Note 1: Remittance basis is not relevant as she is domiciled in Ireland.

Solution 9.4: Paul Ryan

Paul is entitled to Foreign Earnings Deduction as an overseas assignee. Paul spends 91 qualifying days in Russia (20 in January, 28 in February, 31 in March and 12 in April). Days of arrival and departure are not counted as qualifying days as he is not present in Russia for the whole of these days.

The specified amount is, therefore, the lesser of - €35,000; or 

the amount calculated by the formula - 91 days / 365 days × €160,000 = €39,890 

As €35,000 is the lesser amount, Paul is entitled to reduce, for tax purposes, his assessable income from €160,000 to €125,000. This relief does not apply to PRSI or USC.

Chapter 10: The Self-Assessment System

Solution 10.1: Michael George

Pay and file obligation provides for the following by 31 October 2022.


	Payment of preliminary income tax due for 2022.

	Payment of the balance of income tax due for 2021.

	Filing of a tax return for 2021.His 2022 preliminary tax payment should be the lower of:
		€

	90% of his final 2022 income tax liability of €11,500
	10,350

	or
	
	100% of his 2021 income tax liability
	8,900

	2022 preliminary tax payment
	8,900

	The balance due in respect of 2021 (€8,900 – €8,100)
	  800

	Total income tax due by 31 October 2022
	9,700






Solution 10.2: Patrick Last 

Further to our recent conversation, I am writing to you to outline the implications of late “pay and file” for 2022.

1.	A surcharge arises because you did not file your 2021 tax return by 31 October 2022.

	You will be liable to a surcharge of 5% of your 2021 tax liability for being less than two months late with your tax return for 2021, i.e., €45,000 × 5% = €2,250.

2.	Interest

	2021: As the surcharge forms part of your income tax liability for 2021, due 31 October 2021, you will be charged interest from that date to 1 December 2022.€195 (€2,250 for 395 days @ 0.0219%).

	2022: Your preliminary tax for this year fell due on 31 October 2022, so you will be charged interest from that date to 1 December 2022.€204 (€30,000 @ 0.0219% for 31 days).

Solution 10.3: Declan Earley

As the payment is an “up front” one, since the tax is being paid before the year of assessment has expired, he may use one of the following options to estimate the tax payable:

(a)	90% of the ultimate final liability for 2023 of €250,000, i.e. €225,000, which falls due on 31 October 2023. The balance is due on 31 October 2024.

(b)	100% of the tax liability for 2022 of €195,000, which also falls due on 31 October 2023. The balance is due on 31 October 2024.

(c)	105% of the tax liability for 2021 of €50,000, i.e. €52,500, but only if paid by direct debit, in a minimum of three installments of €17,500 before 31 October 2023. The balance is due on 31 October 2024.

He may choose the lowest amount.

Chapter 11: Tax Credits, Allowances and Reliefs

Solution 11.1: John and Mary












	
Income Tax Computation 2022


	
Note


	
€


	
€





	
Income


	
	
	
	
 





	
	
 Schedule D (John)


	
Case II


	
	
100,000


	
 





	
	
 Less:


	
	
	
	
 





	
	
 Capital allowances


	
	
	
 (5,000)


	
 





	
	
	
	
	
	
95,000





	
	
 Schedule D


	
Case III


	
	
	
2,500





	
	
 Schedule D


	
Case IV


	
(1)


	
	
1,390





	
	
 Schedule F (Mary)


	
	
(1)


	
	
1,000





	
	
 Schedule E (Mary)


	
	
	
	
250,000





	
	
 Total income


	
	
	
	
349,890

















	
Less allowances/reliefs


	
	
	
 





	
	
EIIS


	
	
(2)


	
(20,000)





	
	
Taxable income


	
	
	
329,890


















	
	
 Tax thereon


	
	
	
	



	
	
€1,390× 33%


	
	
(4)


	
459


	



	
	
 €73,600 × 20%


	
	
(4)


	
14,720


	



	
	
€254,900 × 40%


	
	
	
101,960


	



	
	
€329,890 


	
	
	
	
117,139





	
Less: non-refundable tax credits


	
	
	



	
	
 Married


	
	
	
(3,400) 


	



	
	
 Employee tax credit


	
	
	
(1,700) 


	



	
	
 Earned Income Tax Credit


	
	
	
(1,700) 


	



	
	
 DIRT


	
	
(1) 


	
(459) 


	



	
	
 Medical exps


	
	
(2) 


	
   (110) 


	
  (7,369)





	
	
	
109,770





	
Add:


	
	
	



	
	
 PRSI – John @4%


	
	
	
98,890 


	
3,956





	
	
 PRSI Mary @4%


	
	
	
1,000 


	
40 





	
	
 USC


	
	
(6) 


	
	
21,552





	
	
	
	
	
	
135,318





	
Less: refundable tax credits


	
 


	



	
	
 PAYE


	
	
	
(100,000) 


	



	
	
 USC (Mary)


	
	
	
(17,000)


	



	
	
 PSWT


	
	
	
(20,000) 


	



	
	
 DWT


	
	
(1) 


	
    (250) 


	



	
	
	
	
	
	
(137,250)





	
 Net tax refundable


	
	
	
   (1,932)







Note 1:

Case IV is net of 33% DIRT and Schedule F is net of 25% DWT (see Chapter 19).

Note 2:

For investments from 8 October 2019, relief for EIIS is available in full.








	
Note 3:


	
€





	
Gross expenditure


	
1,250





	
Less VHI refund


	
(700)





	
Net claim


	
550





	
Tax credit @ 20%


	
110







Note 4:

Rate band for two-income married couple is €73,600.

Note 5:

Medical insurance relief not due, already given under TRS.

Note 6:

PRSI and USC

PRSI is calculated on for each spouse. (In accordance will the requirements of the question, PAYE income is excluded as PRSI will be collected at source) 

The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT) but after deduction of capital allowances, i.e. €95,000. A 3% surcharge is imposed on any Case I/II income over €100,000 for taxpayers with non PAYE income.








	
John €


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
27,456 @ 8%


	
2,196 





	
USC on 97,500


	
4,636





	
Mary


	



	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
180,956 @ 8%


	
14,476





	
USC on 251,000


	
16,916





	
Total USC


	
21,552







Solution 11.2: Mary












	
Income Tax Computation 2022


	
€


	
€


	



	
Income


	
	
	
	



	
	
Schedule D


	
Case I


	
80,000


	
 


	
 





	
	
Less:


	
	
	
	
 





	
	
Capital allowances


	
	
(3,000)


	
	
 





	
	
Losses forward


	
	
(11,000)


	
 


	
 





	
	
 


	
	
 


	
66,000


	
 





	
	
Schedule D


	
Case V


	
	
10,000


	
Note 1





	
	
Taxable income


	
	
	
76,000


	
 


















	
Tax thereon


	
	
	
 


	
 





	
	
 €40,800 × 20%


	
8,160 


	
 


	
 





	
	
 €35,200 × 40%


	
14,080 


	
 


	
 





	
	
Total tax


	
	
	22,240


	
















	
Less non-refundable tax credits


	
	
	
	
 





	
	
Single person


	
(1,700) 


	
	
 





	
	
Widowed person child carer


	
(1,700) 


	
	



	
	
Widowed parent additional


	
(2,700) 


	
	
 





	
	
Earned Income Tax Credit


	
(1,700) 


	
	



	
	
Course fees


	
(500) 


	
	
Note 3 





	
	
Medical expenses (€425 × 20%)


	
      (85) 


	
(8,385)


	
 





	
	
	
	
	
13,855


	
 


















	
PRSI


	
€87,000 × 4%


	
	
	
3,480


	
Note 2





	
USC


	
	
	
	
2,915


	
Note 2





	
	
	
	
	
20,250


	













	
Less refundable tax credits


	
 





	
	
Preliminary tax


	
(15,000)





	
	
Net tax due


	
5,250





	
	
Note 1:


	
 





	
	
See Chapter 19.


	



	
	
Note 2:


	
 





	
	
PRSI and USC

PRSI of 4% is chargeable on income before relief for losses forward. The USC is chargeable on gross income, excluding certain specified sources (e.g.deposit interest subject to DIRT) but after deduction of capital allowances and losses forward.





	
	
€


	
€





	
	
12,012 @ 0.5%


	
60





	
	
9,283 @ 2% 


	
 186





	
	
48,749 @ 4.5% 


	
2,193





	
	
5,956 @ 8% 


	
476





	
	
USC on €76,000 


	
2,915





	
	
Note 3:


	



	
	
The first €1,500 of qualifying fees are disallowed for part-time courses. The first €3,000 are disallowed for full-time courses. €4,000 − €1,500 = €2,500 × 20% = €500







Solution 11.3: Husband and Wife

Relevant earnings means:

1.	Income arising in respect of remuneration from a non-pensionable office or employment

2.	Income from a trade or profession.

Net relevant earnings means:

Relevant earnings less:

1.	Losses and capital allowances from trade/profession and;

2.	Charges on income.









	
Husband


	
	
€





	
Relevant earnings


	
	



	
Case I


	
	
Nil





	
Case II


	
20,000


	
 





	
Less: capital allowances


	
(4,000)


	
16,000





	
Schedule E (as pensionable)


	
	
        Nil





	
	
	
16,000





	
Less: Case I loss


	
	
 (8,000)





	
Net relevant earnings


	
	
    8,000





	
Relief €8,000 @ 15%                     = 


	
	
1,200





	
Premium paid


	
	
3,700





	
Premium carried forward to 2023


	
	
2,500





	
Wife


	
	
 





	
Relevant earnings


	
	
15,000





	
Relief €15,000 at 20%                   = 


	
	
3,000





	
Premium paid


	
	
2,400







Maximum relief for 2022 is €2,400 (the premium paid).

Solution 11.4: Gerry O’Brien

Gerry’s USC liability is calculated as follows:









	
Income from self-employment


	
€112,000


	



	
0.5% on the first €12,012


	
€60


	



	
2% on the next €9,283


	
€186


	



	
4.5% on the next €48,749


	
€2,194


	



	
8% on the next €41,956


	
€3,356


	



	
3% on €12,000, the excess over €100,000


	
€360


	



	
	
	
€6,156





	
Income from PAYE Employment


	
€50,000


	



	
8% on €50,000 


	
	
€4,000





	
Total USC Due


	
	
€10,156







Income subject to DIRT is exempt from USC.

Chapter 12: Relief for Charges and Interest

Solution 12.1: Ali Martin












	
Income Tax Computation 2022


	
	
€


	
€


	



	
Income


	
	
	
	
	



	
	
 Case I


	
	
	
100,000


	



	
Less charges


	
	
	
	



	
	
 Patent royalties


	
	
15,000


	
	



	
	
 Deed of covenant


	
	
 7,000


	
	



	
	
	
	
	
(22,000)


	



	
	
 Total income


	
	
	
 78,000


	



	
Tax on


	
	
	
	
	
 





	
	
€36,800 × 20%


	
7,360


	
	



	
	
€41,200 × 40%


	
16,480


	
	



	
Add tax due on charges


	
	
	
23,840


	



	
	
€22,000 × 20%


	



	
  4,400


	



	
	
Total tax


	
	
	
28,240


	



	
Less non-refundable tax credits


	
	
	



	
	
Single tax credit


	
	
(1,700)


	
	
 





	
	
Earned Income tax credit


	
	
(1,700)


	
	



	
	
Mortgage interest credit


	
	
       (0)


	
  3,400


	
(Note 1)





	
	
	
	
	
24,840


	



	
Add PRSI


	
€100,000 × 4%


	
	
	
4,000


	



	
Add USC


	
On €93,000


	
	
	
4,276


	
(Note 2)





	
Add: Tax on Royalty (15,000 × 20%)


	
	
3,000


	
	



	
    Tax on Deed of Covenant (7,000 × 20%) 


	
	
1,400


	
4,400


	



	
	
Net tax due


	
	
	
37,516


	





Note 1:

Tax relief at source (TRS) did not apply to the interest paid because the residence is not situated in the State.

As a non-first time buyer he qualified for mortgage interest relief on interest. This relief finished in 2020.

Note 2:

The USC is chargeable on income before deduction of trade charges (Royalty) but after deduction of the covenant as it meets the necessary condition.








	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
22,956 @ 8%


	
1,836





	
USC on €93,000


	
4,276







Solution 12.2: Martin McClean

(i)	Royalties

	Tax relief is due as a charge in 2022 of €7,500, being the amount paid in this year.

	Royalty payments provided for in his accounts must be added back when computing taxable Case I profits (€15,000).

	Royalty payments are made net of tax @ 20% and the amount deducted is included in the income tax computation as income tax due.

(ii)	Interest on VAC plc investment

	Where the loan has been taken out on or after 7 December 2010, no income tax relief is available.

	Therefore no interest relief is available in 2022.

(iii)	Interest on REAM Ltd investment

	No relief is available because Martin is not an employee or director of REAM Ltd.

Solution 12.3: Pierre Chirac

Income Tax Computation for Pierre Chirac for 2022











	
	
Notes


	
€


	
€





	
Schedule D: Case III


	
(1)


	
	
8,050





	
Schedule D: Case IV


	
(2)


	
	
100





	
Schedule D: Case V


	
(3)


	
	
nil





	
Schedule E: – salary


	
	
90,000


	
 





	
                     – BIK car


	
	
4,824


	



	
Pension paid (fully allowed as less than 20%)


	
	
(4,000)


	
90,824





	
Schedule F dividends


	
(4)


	
	
   104





	
Taxable income


	
	
	
99,078





	
Tax thereon


	
	
	
	



	
€100 @ 33%


	
	
(2)


	
 33


	



	
€36,800 @ 20%


	
	
	
7,360


	



	
€62,178 @ 40%


	
	
	
24,872


	
32,265





	
€99,078


	
	
	
	



	
Less: Non-refundable tax credits


	
	
	



	
Personal credit


	
	
1,700


	



	
Employee tax credit


	
	
1,700


	



	
DIRT


	
(2)


	
      33


	
 (3,433)





	
	
	
	
28,832





	
Add PRSI @ 4% on €8,255


	
(5)


	
	
330





	
Add USC


	
(5)


	
	
5,075





	
	
	
	
34,237





	
Refundable tax credits


	
	
	



	
Dividend withholding tax


	
(4)


	
 26


	



	
USC


	
	
5,400


	



	
PAYE


	
	
29,000


	
(34,426)





	
Income tax refund due


	
	
	
(189)







Notes








	
(1)


	
€





	
Interest on Government securities


	
50





	
French rental income


	
8,000





	
Case III


	
8,050







French rents are taxable as they are remitted into the Republic of Ireland. The interest on the French bank account and UK dividends not taxable as they are not remitted into the Republic of Ireland.








	
(2)


	
€





	
Deposit interest


	
 





	
Amount received net of DIRT


	
67





	
DIRT (€67 × 33/67)


	
      33





	
Gross interest taxable under Case IV


	
100







(3)

The rent received for renting out a room in his apartment is not taxable as it qualifies for rent a room relief (below the limit of €14,000).








	
(4)


	
€





	
Dividend income


	
 





	
Amount received net of DWT


	
78





	
DWT (€78 × 25/75)


	
 26





	
Gross dividend taxable under Schedule F


	
104







(5)

From the PRSI calculation, PAYE income is excluded as PRSI will be collected at source (in accordance with the requirements of the question). There is no relief from PRSI or the Universal Social Charge (USC) in respect of contributions made to pension schemes.

The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT).









	
€


	
	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2% 


	
186





	
48,749 @ 4.5%


	
2,194





	
32,935 @ 8%


	
2,635





	
USC on €102,979


	
5,075







(6)

Mortgage interest relief will have been given at source, therefore, there is no credit. This relief finished on 31 December 2021

Chapter 13: Taxation of Married Couples

Solution 13.1: Jack and Ann Grace

Income Tax Computation 2022










	
	
Notes


	
€


	
€





	
Schedule D: Case V


	
(1)


	
	
2,700





	
Schedule E – salary – Jack


	
	
30,000


	



	
                   – salary – Ann


	
	
 65,000


	
95,000





	
Schedule F dividends


	
(2)


	
	
   7,350





	
Total statutory net income


	
	
	
105,050





	
Employed Carer allowance


	
(3)


	
	
(40,000)





	
Taxable income


	
	
	
 65,050





	
Tax €65,050 @ 20%


	
	
	
13,010





	
Less Non-refundable tax credits


	
	
	



	
Personal credit


	
	
3,400


	



	
PAYE credit – Jack


	
	
1,700


	



	
PAYE credit – Ann (proprietary director)


	
	
	



	
Earned Income tax credit – Ann


	
	
 1,700


	
6,800





	
	
	
	
6,210





	
Add PRSI Jack (collected under the PAYE system)


	
(4)


	
	
0





	
Add PRSI Ann (€10,050 @4%)


	
(4)


	
	
402





	
Add USC Jack


	
(4)


	
	
638





	
Add USC Ann


	
(4)


	
	
2,840





	
	
	
	
10,090





	
Refundable tax credits


	
	
	



	
Dividend withholding tax


	
(2)


	
1,838


	



	
PAYE – Ann


	
	
4,000


	



	
USC – Anne


	
	
2,550


	



	
PAYE – Jack


	
	
2,000


	



	
USC – Jack


	
	
790


	
(11,178)





	
Tax refundable


	
	
	
     (1,088) 







Notes








	
(1) See Chapter 19


	
€





	
 Rental income €1,200 × 7 = €8,400


	
8,400





	
 Interest expense (no pre-letting allowed) €6,400 × 7/8*


	
(5,600)





	
 Advertising (allowed even though pre-letting)


	
(100)





	
 Decorating (disallowed pre-letting expense)**


	
      nil





	
 Case V income


	
 2,700





	
* There restriction on allowable interest on rental residential loans was removed from 1 Jan 2019.





	
** Pre first letting expenses are disallowed because the premises had not been vacant for at least 12 months.(Finance Act 2017)





	
(2)


	
€





	
 Dividend income


	
 





	
 Amount received net of DWT


	
5,512





	
 DWT (€5,880 × 25/75)


	
1,838





	
 Gross dividend taxable under Schedule F


	
7,350







(3)	Payment for her mother qualifies for relief in full as the amount paid is lower than the €75,000 maximum allowed.

(4)	In accordance with the requirements of the question, PAYE income is excluded from the PRSI calculation as PRSI will be collected at source. 

The USC is chargeable as follows:









	
Jack


	
	



	
€


	
	
€





	
12,012 @ 0.5%


	
	
60





	
9,283 @ 2%


	
	
186





	
8,705 @ 4.5%


	
	
392





	
USC on €30,000


	
	
638





	
Ann


	
	



	
€


	
	
€





	
12,012 @ 0.5%


	
	
60





	
9,283 @ 2%


	
	
186





	
48,749 @ 4.5%


	
	
2,194





	
5,006 @ 8%


	
	
400





	
USC on €75,050


	
	
2,840







Solution 13.2: Ken & Wendy Thompson

Income Tax Computation 2022









	
Option (a)


	
€


	
€





	
Joint Assessment


	
	



	
Income – husband


	
	
160,000





	
Income – wife


	
	
–





	
	
	
 160,000





	
Tax thereon:


	
	



	
€45,800 × 20%


	
9,160


	



	
€114,200 × 40%


	
45,680


	



	
Total tax


	
	
54,840





	
Less non-refundable tax credits


	



	
Married tax credit


	
(3,400)


	



	
PAYE credit


	
(1,700)


	
(5,100)





	
Tax liability


	
	
49,740





	
Option (b)


	
	





Single Assessment












	
Husband


	
€


	
€


	
Wife


	
€


	
€





	
Income – husband


	
	
160,000


	
Income – wife


	
	
20,000





	
Less: maintenance payment


	



	
(20,000)


	
	
	



	
	
	
140,000


	
	
	



	
Tax on


	
	
	
Tax on


	
	



	
€36,800 × 20%


	
7,360


	
	
€20,000 × 20%


	
4,000


	



	
€103,200 × 40%


	
41,280


	
	
	
	



	
Total tax


	
	
48,640


	
Total tax


	
	
4,000





	
Less non-refundable tax credits


	
Less non-refundable tax credits





	
Single tax credit


	
(1,700)


	
	
Single tax credit


	
(1,700)


	



	
PAYE credit


	
(1,700)


	
	
	
	



	
	
	
 (3,400)


	
	
	
(1,700)





	
Tax liability


	
	
 45,240


	
Tax liability


	
	
  2,300














	
Summary


	



	
	



	
Liability option (a)


	
€49,740





	
Combined liability option (b)


	
€47,540







Opting to be taxed as single spouses under s1025 TCA97 is the most beneficial basis of taxation.

Solution 13.3: Mark and Mary Dunne

Income Tax Computation 2022












	
	
	
Note


	
Mark


	
Mary


	
Total





	
	
	
	
€


	
€


	
€





	
Schedule D


	
Case II


	
	
–


	
53,000


	



	
	
Case IV


	
(2)


	
1,000


	
75


	



	
	
Case V


	
	
2,500


	
2,500


	



	
Schedule E


	
	
	
35,000


	
–


	



	
Schedule F


	
	
	
       90


	
  2,125


	



	
	
	
	
38,590


	
57,700


	
96,290





	
Tax thereon


	
	
	
	
	



	
	
€73,600 @ 20%


	
	
	
14,720


	



	
	
€1,075 @ 33%


	
(2)


	
	
355


	



	
	
€21,615 @ 40%


	
	
	
 8,646


	



	
	
€96,290


	
	
	
	
23,721





	
Less: non-refundable tax credits


	
	
	
	



	
Married


	
	
	
	
(3,400)


	



	
Employee (PAYE)


	
	
(1)


	
	
(1,700)


	



	
Earned Income Tax credit


	
	
	
(1,700)


	



	
DIRT (Irish account only)


	
(2)


	
	
  (330)


	
 (7,130)





	
	
	
	
	
16,591





	
	
	
	
	



	
PRSI Mark


	
€3,590 @ 4%


	
	
	
	
144





	
PRSI Mary


	
€57,700 @ 4%


	
	
	
	
2,308





	
USC Mark


	
	
(3)


	
	
	
979





	
USC Mary


	
	
(3)


	
	
	
1,881





	
Less refundable tax credits


	
	
	
	
21,903





	
PAYE deducted


	
	
	
	
(5,000)


	



	
USC deducted


	
	
	
	
(1,050)


	



	
DWT


	
	
(3)


	
	
  (553)


	
 





	
	
	
	
	
	
(6,603)





	
Net tax due


	
	
	
	
	
15,300







Note 1: Assumes Mark is not a proprietary director.

Note 2: Case IV from Irish Bank €1,000 @ 33% = €330.French deposit interest is treated as Case IV and is taxable at 33%. (assumes the tax return is filed on time). Any tax deducted at source is refundable by the French authorities.

Note 3: In accordance with the requirements of the question, we assume that PRSI on Schedule E income will be collected at source.

The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT which includes the French deposit income in this case). 









	
Mark


	
	





	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
16,295 @ 4.5%


	
733





	
USC on €37,590


	
979





	
Mary


	
	



	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
36,330 @ 4.5%


	
1,635





	
USC on €57,625


	
1,881







Solution 13.4: Anthony and Caroline O’Brien

Joint Assessment Income Tax Computation for the year ended 31 December 2022












	
	
	
	
€


	
€


	



	
Schedule D:


	
	
	
	
	



	
Case II


	
Accountancy profits (Anthony)


	
165,000


	
	



	
	
Capital allowances 


	
	
(1,250)


	
163,750


	



	
	
	
	
	
	



	
Case III


	
EU deposit interest (Anthony)


	
	
2,320


	



	
Case V


	
Rent - Caroline (note 1)


	
	
21,000 


	



	
Schedule E:


	
Salary (note 1) 


	
- Anthony


	
	
15,000


	



	
	
	
- Caroline


	
	
225,000 


	



	
	
	
	
	
	



	
Schedule F:


	
	
	
	
	



	
	
Dividends (note 2) (Anthony)


	
	
5,450


	



	
	
	
	
	
	



	
Gross Income


	
	
	
	
432,520


	



	
	
	
	
	
	



	
	
€


	
	
	
€


	
€





	
Less Reliefs:


	
	
	
	
	



	
Permanent health insurance 


	
- Anthony


	
	
3,682


	



	
	
	
- Caroline


	
	
2,250 


	



	
Retirement annuity (Note 4)


	
	
	
28,750


	



	
EIIS investment


	
	
	
30,000


	



	
	
	
	
	
	
(64,682)





	
Taxable income


	
	
	
	
	
367,838





	
Tax payable:


	
	
	
	
	



	
	
           €


	
	
	
	



	
	
  73,600 (Note 5)


	
	
@ 20%


	
14,720


	



	
	
    2,320


	
	
@ 33%


	
766


	



	
	
291,918


	
	
@ 40%


	
116,767


	



	
	
367,838


	
	
	
	
132,253





	
Less: Non-refundable tax credits


	
	
	
	



	
	
Married credit


	
	
	
3,400


	



	
	
Medical expenses (Note 3) × 20%


	
	
  111


	



	
	
PAYE credits (×2)


	
	
	
3,400


	
(6,911)





	
	
	
	
	
	
125,342





	
Add PRSI/USC


	
	
	
	



	
PRSI Payable


	
Anthony (€163,750 + €2,320 + €5,450) × 4%


	
	
6,861





	
PRSI Payable


	
Caroline €21,000 × 4%


	
	
	
840





	
USC payable (Note 7)


	
	
	
	
30,397





	
	
	
	
	
	
163,440





	
Less: Refundable tax credits


	
	
	
	



	
	
PAYE paid


	
- Anthony


	
	
4,320


	



	
	
	
- Caroline


	
	
84,000


	



	
	
USC paid


	
   Anthony


	
	
1,200


	



	
	
USC Paid


	
Caroline


	
	
15,825


	



	
	
DWT


	
	
	
1,362


	
(106,707)





	
	
	
	
	
	



	
Total tax payable


	
	
	
	
	
56,733





	
Preliminary tax paid


	
	
	
	
(15,000)





	
Balance of tax payable


	
	
	
	
41,733







Caroline O’Brien Income Tax Computation for the year ended 31 December 2022












	
	
	
	
€


	
€


	



	
Schedule D:


	
	
	
	
	



	
Case V


	
Rent - Caroline


	
	
7,000


	



	
Schedule E:


	
Salary


	
	
	
75,000 


	



	
Less Reliefs:


	
	
	
	
	



	
Permanent health insurance


	
	
	
(750)


	



	
Taxable income


	
	
	
81,250 


	



	
	
	
	
	
	



	
Tax payable:


	
	
	
	
	



	
	
€40,800 (note 6) @ 20%


	
	
8,160


	



	
	
€40,450               @ 40%


	
	
16,180


	



	
	
81,250


	
	
	
24,340





	
Less: Non-refundable tax credits


	
	
	
	



	
	
Single person


	
	
1,700


	



	
	
Single person child carer credit


	
	
1,650


	



	
	
PAYE Credit


	
	
	
1,700


	
(5,050)





	
	
	
	
	
	
19,290





	
PRSI


	
€7,000 @ 4%


	
	
	
	
280





	
USC


	
€12,012 @ 0.5%


	
	
	
60


	



	
	
€9,283 @ 2%


	
	
	
186


	



	
	
€48,749 @ 4.5%


	
	
	
2,194


	



	
	
€11,956 @ 8%


	
	
	
956


	
 3,396





	
	
82,000


	
	
	
	
22,966





	
Less: Refundable tax credits


	
	
	
	



	
	
PAYE paid


	
	
	
	
(28,000)





	
	
USC paid


	
	
	
	
(5,275)





	
Tax repayable


	
	
	
	
	
(10,309)





	
Note 1: Caroline’s rent and salary apportioned on a time basis for year of separation





	
	
	
	
€


	
	



	
Rent:  Pre-separation €28,000 × 9/12


	
	
21,000


	
	



	
     Post-separation €28,000 × 3/12


	
	
7,000


	
	



	
	
	
	
Gross


	
PAYE


	
USC





	
	
	
	
€


	
€


	
€





	
Salary: Pre-separation €300,000 × 9/12


	
	
225,000


	
84,000


	
15,825





	
Post-separation €300,000 × 3/12


	
75,000


	
28,000


	
5,275





	
	
	
	
	
	



	
Note 2: Schedule F


	
	
	
	



	
Dividend income €4,088/75% = Gross dividend of €5,450 (DWT €1,362).


	



	
Note 3: Medical expenses (claimed on Anthony’s joint assessment tax return as couple not separated when paid)





	
	
	
	
€


	
	



	
	
Gross qualifying expenses


	
975


	
	



	
	
Less reimbursement


	
(420)


	
	



	
	
Net claim


	
	
555


	
	



	
	
	
	
	
	



	
Note 4: Retirement Annuity


	
	
	
	



	
	
	
	
	
€


	



	
Net Case II income (after capital allowances)


	
	
163,750


	



	
Pensionable earnings


	
	
	
N/A


	



	
Net relevant earnings


	
	
	
163,750


	



	
Cap on NRE


	
	
	
	
115,000


	



	
× 25% maximum claim (40 Years of age)


	
	
28,750


	



	
Premium paid in year


	
	
40,000


	



	
Maximum Claim


	
	
(28,750)


	



	
Balance carried forward


	
	
11,250


	



	
	
	
	



	
Note 5: Full married allowances and standard rate bands allowed for Anthony O’Brien in year of separation.





	
Note 6: Single person child Carer credit and increased standard rate band of €39,300 to Caroline in year of separation.





	
Note 7 PRSI and USC calculation







In accordance with the requirements of the question, PAYE income is excluded from the PRSI calculation as PRSI will be collected at source. The USC is calculated as follows:









	
Anthony


	
	



	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
116,476 @ 8%


	
9,318





	
USC on €163,750+€2,320+€15,000+€5,450 = 186,520 


	
11,758





	
USC Surcharge on non PAYE income €70,770 @ 3%


	
2,123





	
	
13,881





	
Caroline


	
	



	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
175,956 @ 8%


	
14,076





	
USC on €225,000+€21,000


	
16,516





	
Total USC


	
30,397







Solution 13.5: Jim and Paula Roberts

Jim Roberts

Joint Assessment Income Tax Computation for the year ended 31 December 2022












	
	
	
	
€


	
€


	



	
Schedule D:


	
	
	
	
	



	
Case IV


	
Deposit Interest - Spouse


	
	
917


	



	
Case V


	
Rent - Self 


	
	
	
8,250


	



	
	
- Spouse


	
	
	
527


	



	
Schedule E:


	
	
	
	
	



	
	
Salary


	
- Self


	
45,250


	



	
	
	
- Spouse


	
12,283


	



	
Schedule F:


	
	
	
	



	
	
Dividends


	
- Spouse (€113/.75)


	
150


	



	
Gross Income


	
	
	
	
67,377


	



	
	
	
	
€


	
€


	



	
Less Reliefs:


	
	
	
	
	



	
Permanent health insurance


	
	
	
 (1,200)


	



	
	
	
	
	
	



	
Taxable income 


	
	
	
	
66,177


	



	
Tax payable:


	
€


	
	
	
	



	
            Note 1


	
58,760


	
@20%


	
11,752


	
	



	
	
6,500


	
@ 40%


	
2,600


	
	



	
	
917


	
@ 33%


	
303


	
14,655


	



	
	
	
	
	
	



	
Less: Non-refundable tax credits


	
	
	
	



	
	
Married Credit


	
	
3,400


	
	



	
	
DIRT


	
	
303


	
	



	
	
EE Credit (×2)


	
	
3,400


	
(7,103)


	



	
	
	
	
	
7,552


	



	
PRSI Jim


	
8,250 @ 4%


	
	
330


	
	



	
PRSI Paula


	
1,594 @ 4%


	
	
 64


	
394


	



	
USC – see working


	
	
	
1,695


	



	
	
	
	
	
9,641


	



	
	
	
	
	
	



	
Less: Refundable tax credits


	
	
	
	



	
	
PAYE paid


	
- Self


	
 5,700


	
	



	
	
	
- Spouse


	
 2,177


	
	



	
	
USC paid


	
- Self


	
1,338


	
	



	
	
	
- Spouse


	
233


	
	



	
	
DWT


	
- Spouse


	
38


	
(9,486)


	



	
	
	
	
	
	



	
Total tax payable


	
	
	
	
 155


	



	
	
	
	
	
	



	
Note 1: Full married allowances and full standard rate bands granted to Jim Roberts in year of death.





	
As Paula does not have income of at least €27,800 the income tax band is restricted to her actual income. Std rate band for Jim is calculated as follows: 

€45,800 + €12,283 + €150 + €527 = €58,760.





	
Note 2: Rent, salary and deposit interest apportioned on a time basis in year of death





	
	
	
	
	
Gross


	



	
Limerick rent:


	
Pre-death - Jim


	
€18,000 × 5.5/12


	
€8,250


	



	
	
Post-death – Paula €18,000 × 6.5/12


	
€9,750


	



	
	
	
Gross


	



	
Bundoran rent:


	
Pre-death – Jims return -   €1,150 × 5.5/12


	
€527


	



	
	
Post-death – Paula’s return €1,150 × 6.5/12


	
€623


	



	
	
	
	
Gross


	
PAYE


	
USC





	
	
	
	
€


	
€


	
€





	
Salary: Pre-death income €26,800 × 5.5/12


	
12,283


	
2,177


	
233





	
Post-death income €26,800 × 6.5/12


	
14,517


	
2,573


	
275





	
	
	
	
Gross


	
DIRT


	



	
Interest €1,340/(1-0.33) = €2,000 gross


	
EUR


	
EUR


	



	
Interest: Pre-death income €2,000 × 5.5/12


	
917


	
321


	



	
Post-death income €2,000 × 6.5/12


	
1,083


	
379


	



	
	
	
	
	
	



	
USC Calculation


	
	
	
	
	



	
Jim


	
	
	
Paula


	
	



	
€12,012 @ 0.5%


	
	
     60


	
€12,960 @


	
EXEMPT


	
<€13,000





	
€9,283   @ 2%


	
	
   186


	
	
	



	
€32,205 @ 4.5%


	
	
1,449


	
	
	



	
€53,500


	
	
1,695


	
	
	



	
	
	
	
	
	



	
Paula Roberts - Income Tax Computation for the year ended 31 December 2022





	
	
	
	
€


	
€


	



	
Schedule D:


	
	
	
	
	



	
Case IV


	
Deposit interest


	
	
	
1,083


	



	
	
	
	
	
	



	
Case V


	
Rent


	
	
	
10,373


	



	
	
	
	
	
	



	
Schedule E: Salary


	
	
	
14,517


	



	
	
	
Pension


	
	
20,000


	



	
	
	
	
	
	



	
Schedule F: Dividend


	
	
	
225


	



	
Gross Income / taxable income 


	
	
	
46,198


	



	
Tax payable:


	
€


	
	
	
	



	
	
36,800


	
@ 20%


	
7,360


	
	



	
	
1,083


	
@ 33%


	
357


	
	



	
	
8,315


	
@ 40%


	
3,326


	
11,043


	



	
PRSI


	
11,681 @ 4%


	
	
	
 467


	



	
USC


	
12,012 @ 0.5%


	
	
60


	
	



	
	
9,283 @ 2%


	
	
186


	
	



	
	
23,820 @ 4.5%


	
	
1,072


	
 1,318


	



	
	
45,115


	
	
12,828


	



	
Less: Non-refundable tax credits


	
	
	



	
	
Widow in year of bereavement


	
3,400


	
	



	
	
DIRT Credit


	
357


	
	



	
	
PAYE Credit


	
	
1,700


	
(5,457)


	



	
Less: Refundable tax credits


	
	
	



	
	
PAYE paid


	
	
 10,973


	
	



	
	
USC Credit €275+€1,600


	
  1,875


	
	



	
	
DWT


	
	
   56


	
(12,904)


	



	
Total tax repayable


	
	
	
(5,381)


	





Chapter 14: Income from Trades and Professions

Solution 14.1: Mr. Brady









	
Year


	
Original Assessment


	
Final Assessment





	
2017


	
€


	
€





	
(Actual − 01/04/17 − 31/12/17)


	
	



	
(€8,000 + 3/12 × €10,000)


	
10,500


	
10,500





	
2018


	
	



	
(Y/e 30/09/18)


	
10,000


	
10,000





	
2019


	
	



	
(Y/e 30/09/19)


	
4,000


	
2,500





	
	
	
(Note 1)





	
2020


	
	



	
(Y/e 30/09/20)


	
18,000


	
18,000





	
2021


	
	



	
(Y/e 30/09/21)


	
21,000


	
24,750





	
	
	
(Note 2)





	
2022


	
	



	
(Actual – 01/01/22 to 31/08/22)


	
	



	
(€33,000 × 8/11)


	
24,000


	
24,000







Note 1: In the third year Mr. Brady may claim to have these profits reduced by the second year excess:









	
	
€


	
€





	
Profits assessed in 2nd year


	
	
10,000





	
Actual profits of 2nd year


	
	



	
€10,000 × 9/12


	
7,500


	



	
€4,000 × 3/12


	
1,000


	
(8,500)





	
2nd year excess


	
	
  1,500














	
Final assessment for 3rd year (2019)


	
€





	
Original assessment


	
4,000





	
Less: 2nd year excess


	
(1,500)





	
Taxable


	
 2,500







Note 2: In the penultimate year (i.e. 2021) you must revise the taxable profits to actual profits if these are higher than those originally assessed.








	
	
€





	
Actual profits:


	



	
€21,000 × 9/12


	
15,750





	
€33,000 × 3/11


	
 9,000





	
Total


	
24,750







Thus, in this case, the profits are revised upwards.

Solution 14.2: John McFadden

Commencing Business

The commencement rules apply for the first three years of assessment.

Year 1 – The basis of assessment for the first tax year are the profits from the date of commencement to the following 31 December. If the accounts of the individual do not coincide with this period, then the assessable profit is arrived at by time apportionment.

The first year of assessment is always the tax year during which the trade or profession commenced.

Year 2 – The profits for the second year will be determined as follows:

	(i)	Where there is only one set of accounts ended in the second tax year and these are for 12 months then the individual is chargeable to income tax on the tax-adjusted profits from these accounts; or

	(ii)	Where there is only one set of accounts for the accounting period ending in the second tax year and the period to which the accounts relate is greater or less than 12 months and the trade commenced at least 12 months previously, then the individual is taxable on the profits for the 12 months ended on the date up to which the accounts are made up; or

	(iii)	Where there is more than one set of accounts for periods ended in the second year of assessment, then the taxpayer is assessable on the profits for the 12 months ended on the later accounting date providing it is 12 months after commencement; or

	(iv)	In any other case, the assessable profit will be the actual profit for the second year.

Year 3 – The basis of assessment for the third tax year is the accounting period of 12 months ending during the tax year. If the actual profits of the second tax year are less than the profits assessed for the second year then this difference can be deducted from the taxable profits of the third year.

Ongoing Business

The normal basis of assessment for a continuing trade or profession is such that the profits of a 12-month accounting period ending in the year of assessment are taxable in that tax year.

Cessation

The final year of assessment is based on the profits from the 1 January to the date of cessation, e.g. if the taxpayer ceases on 31 August 2022, the last year of assessment will be 2022 and the assessment will be based on the actual profits from 1 January 2022 to 31 August 2022. Accounting period profits are time apportioned where necessary.

The profits assessable for the penultimate (2nd last) year are those of an accounting period of 12 months ending during this tax year. However, the Inspector has the right to review the assessment for the penultimate year to the actual amount of profits for that year if this yields a higher figure.

Change of Accounting Date

Special rules are also required to determine the basis of assessment of a continuing business in either of the following two situations:

(i)	If there is no accounting period of 12 months ending in the tax year, and

(ii)	If there is more than one accounting date ending in the tax year.

When either of the above situations arises, the following rules are applied to determine the final basis periods for the year of assessment in question:

(i)	If there is no accounting period of 12 months ending in the year of assessment, then the profits are taxed on an actual basis.

(ii)	If there are two or more periods of account ending during the year of assessment, then the profit of a 12-month period ending on the last of those dates is taken.

Also, in either of the above situations, the Inspector has a right to review the previous year of assessment by reference to the changed accounting date.

Where necessary, the appropriate accounting results will be time apportioned to arrive at a 12 months set of profits.









	
 Year


	
Original Assessment


	
Final Assessment





	
 2019


	
€


	
€





	
 (Actual – 01/07/19 – 31/12/19)


	
	



	
 (€21,000 + 3/9 × €48,000)


	
37,000


	
37,000





	
 2020


	
	



	
 (Y/e 30/06/20)


	
	



	
 (€21,000 + €48,000)


	
69,000


	
69,000





	
 2021


	
	



	
 (Y/e 30/06/21)


	
52,000


	



	
 (Actual – 1/1/21 – 31/12/21)


	
	



	
 6/12 × €52,000 + 6/12 × €78,000


	
65,000


	
65,000





	
 Less 2nd year excess


	
(11,000)


	
(11,000)





	
	
54,000


	
54,000





	
	
(Note 2)


	
(Notes 1 and 2)















	
	
€


	
€





	
 2022


	
	



	
 (Actual – 01/01/22 – 31/10/22)


	
	



	
 (6/12 × €78,000 + €31,000)


	
70,000


	
70,000







Note 1: In the third year, John may claim to have these profits reduced by the second year excess:









	
	
€


	
€





	
 Profits assessed in 2nd year


	
	
69,000





	
 Actual profits of 2nd year


	
	



	
 €48,000 × 6/9


	
32,000


	



	
 €52,000 × 6/12


	
26,000


	
(58,000)





	
 2nd year excess


	
	
  11,000







 John can claim to have the final third year assessment reduced by this amount to €54,000.

Note 2: In the penultimate year (i.e. 2021) you must revise the taxable profits to actual profits if these are higher than those originally assessed.








	
 Actual profits:


	
€





	
 €52,000 × 6/12


	
26,000





	
 €78,000 × 6/12


	
39,000





	
 Total


	
65,000







 Final assessment is reduced by 2nd year excess of €11,000 (€65,000 – €11,000).

Solution 14.3: Peter O’Reilly













	
His assessment will be as follows:


	
	
€


	
€





	
Year


	
	
	
	



	
2022


	
Actual 1/1/22 to 31/12/22


	
	
	



	
	
1/1/21 to 30/6/22


	
€8,000 × 6/12


	
4,000


	



	
	
1/7/21 to 31/12/22


	
	
 3,000


	
7,000





	
2021


	
Original year end 30/6/21


	
	
35,000


	
 





	
	
Actual 1/1/21 to 30/6/21


	
€35,000 × 6/12


	
17,500


	



	
	
1/7/21 to 31/12/21


	
€8,000 × 6/12


	
 4,000


	



	
	
	
	
21,500


	



	
	
Inspector will assess the higher amount


	
	
35,000







Solution 14.4: Maud

Maud’s assessable profits are as follows:








	2020

	Original year ended 30/09/2020 = €5,000 (but refer to Note 1 for revised assessment of €6,000)




	2021

	There is no accounting period of 12 months ending during this year of assessment. Thus, the assessable profits are the actual profits for 2020 (i.e.01/01/2021 to 31/12/2021):




	
	€12,000 × 12/16 = €9,000




	2022

	There are two periods of account ending during this year of assessment. Thus, the assessable profits are the profits for the 12 months ending on the later date (i.e. 12 months to 31/10/2022)




	
	
(€12,000 × 3/16) + €4,500 = €6,750





	



	
See also Note 2.







Note 1:

For 2021 there was no accounting period of 12 months ending during the year of assessment so the actual profits for that year were assessed. The Inspector of Taxes can revise the previous year (i.e. 2020) to assess the profits for the year ended 31 December 2020 [(€5,000 × 9/12) + (€12,000 × 3/16) = €6,000]. As this is higher than the amount originally assessed of €5,000, the Inspector will assess this revised amount for 2020.

Note 2:

The Inspector could also revise 2021 to tax this year by reference to the same accounting date as that used in 2022, i.e. tax on profits for year ended 31/10/2021. This will result in the same amount as already assessed (12/16 × €12,000 = €9,000). Thus no revision will be made to the 2021 assessment.

Solution 14.5: Joe O’Leary








	
Joe’s taxable profits are as follows:


	



	
2019


	
€





	
(y/e 30/09/2019)


	
20,000





	
2020


	



	
(12 months to 31 October 2020)


	



	
(€15,000 × 12/13)


	
13,846





	
Inspector may revise 2019 to same accounting date


	



	
12 months to 31 October 2019


	



	
[(€20,000 × 11/12) + (€15,000 × 1/13) = €19,487]


	



	
As this is lower than the amount originally assessed, the taxable profits for 2019 will not be revised.














	
	
€





	
2021


	



	
(12 months to 30 June 2021)


	



	
[€12,000 + (€15,000 × 4/13)]


	
16,615





	
Inspector may revise 2020 to this same accounting date


	



	
12 months to 30 June 2020


	



	
[(€20,000 × 3/12) + (€15,000 × 9/13) = €15,385]


	



	
As this is higher than the amount originally assessed, the taxable profits for 2020 will be revised upwards to €15,385.





	
2022


	



	
(y/e 30/6/2022)


	
21,000







Chapter 15: Adjusted Income Tax Computation

Solution 15.1: Frank Gibbons

Frank Gibbons

Computation of adjusted Case 1 income

Accounts year ended 31 October 2022










	
 


	
Notes


	
€


	
€





	
Net profit per accounts


	
 


	
 


	
77,353





	
Add back:


	
 


	
 


	
 





	
Telephone (30%)


	
 


	
216


	
 





	
Motor and travel (30%)


	
 


	
1,080


	
 





	
Repairs and renewals


	
 


	
900


	
 





	
Legal fees


	
(2)


	
25,000


	
 





	
Interest on late payment of VAT


	
 


	
1,062


	
 





	
Wages and salaries


	
(3)


	
13,150


	
 





	
Charitable donation


	
(4)


	
525


	
 





	
General expenses


	
(5)


	
350


	
 





	
Depreciation


	
 


	
  5,500


	
 47,783





	
 


	
 


	
 


	
125,136





	
Deduct:


	
 


	
 


	
 





	
Bad debts


	
(1)


	
 


	
(525)





	
Business travel not included in the accounts


	
(6)


	
 


	
 (1,010)





	
Schedule D Case I adjusted profits


	
 


	
 


	
123,601







Notes

1.	The reduction in the bad debts general provision is not taxable.

2.	Legal fees re: acquisition of the building are not deductible as they are capital in nature.

3.	Frank’s wages are drawings and therefore not deductible. Wages paid to his wife are deductible as she works for the business and PAYE is operated when paying her wages.

4.	Finance Act 2013 introduced a blended rate of tax relief of 31% on charitable donations. Self assessed individuals will no longer be able to claim a tax deduction on their tax returns for donations made under the scheme on the basis that all donations will be treated in the same manner, with the tax relief in all cases being refunded to the approved charity. The payment should be added back in the Computation of Adjusted Profit.

5.	Entertaining suppliers is business entertainment and is not deductible.

6.	The plane fares, meals and accommodation are deductible, i.e. €550 + €460 = €1,010.

Solution 15.2: Emily Waters

Emily Waters

Computation of Case I income

Accounts Year Ended 31 July 2022










	
 


	
Notes


	
€


	
€





	
Net profit per accounts


	
 


	
 


	
10,540





	
Add back:


	
	
	



	
Wages and salaries


	
(1)


	
20,200


	
 





	
Interest


	
(2)


	
4,000


	
 





	
Repairs


	
(3)


	
1,530


	
 





	
Depreciation


	
 


	
4,450


	
 





	
Motor and travel expenses


	
(4)


	
5,388


	
 





	
Insurance


	
(5)


	
3,850


	
 





	
Rates and service charges


	
(6)


	
200


	
 





	
Light and heat (1/4)


	
 


	
205


	
 





	
General expenses


	
(7)


	
 1,925


	
41,748





	
 


	
 


	
 


	
52,288





	
Deduct:


	
 


	
 


	
 





	
Non-trading income


	
 


	
1,880


	
 





	
Home telephone used for business €1,200 × 35%


	
 


	
  420


	
(2,300)





	
Adjusted Case I profits


	
 


	
 


	
 49,988







Notes








	
(1)


	
€





	
Add back


	
 





	
Salary to self


	
20,000





	
Own PRSI


	
     200





	
Drawings


	
20,200







(2) Of the interest of €12,000, one-third relates to the flat and therefore €4,000 is disallowed.








	
(3)


	
€





	
Disallow:


	
 





	
Purchase of shelving (capital)


	
730





	
Plumbing repairs for bathroom in flat (not trade related)


	
    800





	
 


	
1,530
















	
(4)


	
€





	
Leasing payments


	
4,800





	
Motor expenses


	
  730





	
 


	
5,530







a) Disallow private element: €5,530 × 40% = €2,212








	
Total disallowable travel expenses:


	
€





	
Private element of motor expenses (a) 40% of  (€4,800 + €730)


	
2,212





	
Motor Lease restriction

[image: ]

(60% business use)


	
576





	
Parking fines


	
600





	
Private holiday


	
2,000





	
 


	
5,388
















	
(5)


	
€





	
Disallow:


	
 





	
Permanent health insurance for Emily


	
2,000





	
Home insurance (personal)


	
900





	
Property insurance (1/4 relating to flat)


	
   950





	
 


	
3,850





	
(6)


	
€





	
Disallow:


	
 





	
Refuse charge for Emily’s home


	
200





	
(7)


	
€





	
Disallow:


	
 





	
Donation to charity (see below)


	
405





	
Donation to political party


	
1,000





	
Entertainment – suppliers


	
   520





	
 


	
1,925







Finance Act 2013 introduced a blended rate of tax relief of 31% on charitable donations. Self assessed individuals will no longer be able to claim a tax deduction on their tax returns for donations made under the scheme on the basis that all donations will be treated in the same manner, with the tax relief in all cases being refunded to the approved charity. The payment should be added back in the Computation of Adjusted Profit.

Solution 15.3: Victoria Roberts

Victoria Roberts

Computation of Case II income

Accounts Year Ended 31 December 2022









	
 


	
€


	
€





	
Net profit per the accounts


	
 


	
28,000





	
Deduct:


	
 


	
 





	
Rental income (Schedule D Case V)


	
6,000


	
 





	
Deposit interest (Schedule D Case IV)


	
4,000


	
 





	
Spanish rental income (Schedule D Case III)


	
5,000


	
 





	
Interest from An Post savings certs (exempt)


	
5,000


	
(20,000)





	
 


	
 


	
8,000















	
Add back:


	
 


	
 





	
Telephone


	
750


	
 





	
Light and heat


	
2,000


	
 





	
Purchase of new photocopier (Note 1)


	
2,900


	
 





	
Subscriptions – political party


	
1,000


	
 





	
Subscriptions – Institute of Public Relations (PR)


	
1,000


	



	
Legal and professional fees (Note 2)


	
1,000


	
 





	
Drawings


	
30,000


	
 





	
Depreciation


	
5,000


	
 





	
Rent and rates – private rent


	
6,000


	
 





	
Motor expenses


	
1,200


	
 





	
Loss on sale of car (Note 3)


	
5,000


	
 





	
Bad debts – general provision


	
15,000


	
 





	
Entertainment of customers


	
3,000


	
 





	
Interest on late payment of taxes


	
 2,000


	
75,850





	
Adjusted Case II profit


	
 


	
81,850







Note 1: The purchase of a capital item of equipment (photocopier) is not a trading expense and is added back. Capital allowances will be available instead – see Chapter 16.

Note 2: The legal fee relating to the acquisition of the Spanish rental property is a capital cost and is disallowed. It will be allowed as a deduction in calculating capital gains tax if the property is sold.

Note 3: This is a capital transaction and is disallowed. An adjustment for the disposal will be made through either a capital allowances balancing charge or allowance – see Chapter 16.

Solution 15.4: Valerie Smyth

Valerie Smyth

Calculation of Case I income for the year ended 31 December 2022.









	
 


	
€


	
€





	
Net profit per accounts


	
 


	
179,675





	
Add back:


	
 


	
 





	
Personal (fountain)


	
4,000


	
 





	
Lease restriction – motor car (note 1)


	
5,330


	
 





	
Motor expenses – not for trade purposes


	
15,100


	
 





	
Entertainment – potential customers and gifts


	
4,630


	
 





	
Subscriptions and donations – SVDP (note 2)


	
75


	
 





	
Legal and professional fees (capital)


	
2,250


	
 





	
Bank interest (interest re house)


	
1,500


	
 





	
General expenses – (personal items €120 + €520)


	
640


	
 





	
Finance lease charges


	
1,250


	
 





	
Depreciation


	
24,315


	
59,090















	
Deduct:


	
	



	
Total lease payments


	
(10,250)


	



	
Interest receivable per accounts


	
(100)


	



	
Profit on disposal of fixed assets


	
 (1,070)


	
(11,420)





	
Adjusted Case I income


	
	
227,345














	
Note 1:


	



	
	
€





	
Capital element of lease payments


	
9,000





	
Interest element of lease payments


	
 1,250





	
Total lease payments


	
10,250
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It is the retail price of the car when it was manufactured that is included in the formula, not the cost to the company of acquiring the second hand car.

Note 2: Finance Act 2013 introduced a blended rate of tax relief of 31% for charitable donations. Self assessed individuals will no longer be able to claim a tax deduction on their tax returns for donations made under the scheme on the basis that all donations will be treated in the same manner, with the tax relief in all cases being refunded to the approved charity. The payment should be added back in the Computation of Adjusted Profit.

Chapter 16: Capital Allowances

Solution 16.1: Mr. Black

His capital allowances computation for 2022 would be as follows:












	
 


	
Machine A


	
Machine B


	
Machine C


	
Machine D


	
Motor Car





	
 


	
€


	
€


	
€


	
€


	
€





	
TWDV


	
300,000


	
500,000


	
90,000


	
 – 


	
–





	
1/1/2022


	
 


	
 


	
 


	
 


	
 





	
Additions


	
 – 


	
 – 


	
 – 


	
1,000,000*


	
12,000





	
 


	
 


	
 


	
 


	
 


	
(restricted to 50% of €24,000 limit)





	
Disposals


	
(300,000)


	
 – 


	
 – 


	
 – 


	
 – 





	
Wear and tear


	
     –        


	
(100,000)


	
(15,000)


	
(125,000)


	
 (1,500)





	
TWDV


	
           Nil


	
   400,000


	
   75,000


	
   875,000


	
 10,500





	
31/12/2022


	
 


	
 


	
 


	
 


	
 







* net of government grant (€1,200,000−€200,000)

The balancing allowance on Machine A is calculated as follows:








	
 


	
€





	
Sales proceeds


	
200,000





	
TWDV


	
(300,000)





	
Balancing allowance


	
   100,000







The capital allowance claim for 2022 is calculated as follows:








	
 


	
€





	
Machine A – Balancing allowance


	
100,000





	
Machine B – Wear and tear


	
100,000





	
Machine C – Wear and tear


	
15,000





	
Machine D – Wear and tear


	
125,000





	
Motor Car – Business use €1,500 × 75%


	
     1,125





	
Total


	
 341,125







Solution 16.2: Elaine









	
2020


	
Originally 31/3/2020


	
€100,000





	
	
Revision to y/e 31/10/2020


	
€117,500





	
	
(€130,000 × 7/12 + €100,000 × 5/12)


	



	
2021


	
Year ended 31/10/2021


	
€89,167





	
	
(€35,000 + 5/12 × €130,000)


	



	
2022


	
Year ended 31/10/2022


	
€160,000







Her capital allowance claim is as follows:











	
 Machine


	
A


	
B


	
C


	
D





	
 2020:


	
	
	
	



	
	
 €


	
 €


	
 €


	
 €





	
 TWDV 1/1/2020


	
16,000


	
32,000


	
 – 


	
 – 





	
 Additions


	
     –     


	
     –     


	
     –     


	
     –     





	
	
16,000


	
32,000


	
 – 


	
 – 





	
 Wear and tear


	
(4,000)


	
(8,000)


	
     –     


	
     –     





	
 TWDV 31/12/2020


	
12,000


	
24,000


	
     –     


	
     –     





	
 2021:


	
	
	
	



	
 TWDV 1/1/2021


	
12,000


	
24,000


	
 – 


	
 – 





	
 Additions


	
     –     


	
     –     


	
50,000


	
     –     





	
	
12,000


	
24,000


	
50,000


	
 – 





	
 Wear and tear


	
(4,000)


	
(8,000)


	
(6,250)


	
     –     





	
 TWDV 31/12/2021


	
8,000


	
16,000


	
43,750


	
 – 





	
 2022:


	
	
	
	



	
 TWDV 1/1/2022


	
8,000


	
16,000


	
43,750


	
 – 





	
 Additions


	
     –     


	
     –     


	
     –     


	
100,000





	
	
8,000


	
16,000


	
43,750


	
 – 





	
 Wear and tear


	
(4,000)


	
(8,000)


	
(6,250)


	
(12,500)





	
 TWDV 31/12/2022


	
4,000 


	
8,000


	
37,500


	
87,500







Solution 16.3: John Leamy

Capital Allowances Computation for 2022

Plant and Machinery (excluding motor vehicles)











	
 Year of Acquisition


	
Cost


	
TWDV at 1/1/2022


	
Wear and tear 12.5%


	
TWDV at 31/12/2022





	
	
€


	
€


	
€


	
€





	
2015


	
10,000


	
1,250


	
1,250


	
–





	
2016


	
30,000


	
7,500


	
3,750


	
3,750





	
2017


	
15,000


	
5,625


	
1,875


	
3,750





	
2022


	
100,000*


	
        – 


	
12,500


	
87,500





	
	
 


	
14,375


	
19,375


	
95,000







* Fixtures and fittings are not included as they are not in use at 31 December 2022. The first claim cannot be made until 2023.

The rest of the expenditure qualifies for capital allowances on a net of grant basis.

Motor vehicles











	
Year of Acquisition


	
Cost


	
TWDV at1/1/2022


	
Wear and tear 12.5%


	
TWDV at31/12/2022





	
	
€


	
€


	
€


	
€





	
 2015


	
25,000


	
3,125


	
3,125


	
–





	
 2016


	
45,000


	
11,250


	
5,625


	
5,625





	
 2022


	
**63,000


	
    –     


	
  7,875


	
55,125





	
	
 


	
14,375


	
16,625


	
60,750







** The truck cost of €39,000 qualifies in full, but only €24,000 of the cost of the car qualifies.

Total claim








	
	
€





	
Plant and machinery


	
19,375





	
Motor vehicles


	
16,625





	
Less: personal element re: car €24,000 × 12.5% × 25%


	
  (750)





	
Total capital allowances for 2022


	
35,250







Solution 16.4: John O’Neill

(a)














	
	
Cost


	
Disposals at cost


	
TWDV 1/1/2022


	
TWDV Disposals


	
Additions


	
Wear and Tear


	
TWDV 31/12/2022





	
	
€


	
€


	
€


	
€


	
€


	
€


	
€





	
Motor cars


	
55,000


	
(25,000)


	
18,000


	
(18,000)


	
24,000


	
(3,000)


	
21,000





	
	
	
	
	
(Note 1)


	
(Note 2)


	
(Note 3)


	



	
Machinery


	
40,000


	
(15,000)


	
13,750


	
(7,500)


	
10,000


	
(4,375)


	
11,875





	
	
	
	
	
(Note 4)


	
	
(Note 5)


	



	
Computer equipment


	
11,000


	
	
9,625


	
	
6,500


	
(2,188)


	
13,937





	
	
	
	
	
	
(Note 6)


	



	
Forklift truck


	
–


	
	
 –


	
	
8,500


	
(1,063)


	
7,437





	
	
	
	
	
	
	
(Note 7)


	





Notes to Computation









	
(1)


	
	
€





	
	
Cost


	
25,000





	
	
Restriction


	
24,000





	
	
Wear and tear 2020


	
(3,000)





	
	
TWDV – 31/12/2020


	
21,000





	
	
Wear and tear 2021


	
(3,000)





	
	
TWDV – 31/12/2021


	
18,000







(2) Qualifying cost is restricted to €24,000

(3)









	
	
Car – May 2001


	
Car – August 2022





	
	
20%


	
SL-12.5%





	
	
 €


	
 €





	
TWDV – 1/1/2022


	
 – 


	
     –     





	
Addition (restricted)


	
 – 


	
24,000





	
Wear and tear


	
     –   


	
(3,000)





	
TWDV – 31/12/2022


	
     –   


	
21,000







(4)









	
	
	
 €





	
 Cost


	
2018


	
15,000





	
 W&T


	
2018


	
(1,875)





	
 TWDV


	
31/12/2018


	
13,125





	
 W&T


	
2019


	
(1,875)





	
 TWDV


	
31/12/2019


	
11,250





	
 W&T


	
2020


	
(1,875)





	
 TWDV


	
31/12/2020


	
9,375





	
 W&T


	
2021


	
(1,875)





	
 TWDV


	
31/12/2021


	
   7,500







(5) Calculated as 12.5% × (€40,000 – €15,000) + (12.5% × €10,000) = €4,375.

(6) Calculated as (12.5% × €11,000) + (12.5% × €6,500) = €2,188.

(7) Calculated as 12.5% × €8,500.

(8) Sales proceeds

[image: ]

(9) No wear and tear is available in respect of the van as it was not in use on the last day of the basis period.

(10)









	
	
€





	
Car


	
May 2001


	
     –





	
Car 


	
August 2022


	



	
	
€3,000 @ 75% 


	
= 2,250







Balancing allowances on disposals









	
	
Machinery


	
Car





	
	
€


	
€





	
Proceeds*


	
   1,500


	
18,500





	
Restricted proceeds (Note 8)


	
1,500


	
17,760





	
TWDV


	
(7,500)


	
(18,000)





	
Balancing (allowances)


	
(6,000)


	
     (240)





	
Business use 75%


	
–


	
(180)







* Although the proceeds are less than €2,000, only balancing charges are ignored for tax purposes.








	
Summary of capital allowances


	
€ 





	
Wear and tear on motor cars (Note 10)


	
2,250





	
Wear and tear on machinery


	
4,375





	
Wear and tear on computer equipment


	
2,188





	
Wear and tear on forklift truck


	
1,063





	
Balancing allowance on machinery


	
6,000





	
Balancing allowance on car


	
     180





	
	
16,056







(b)

In order to be regarded as plant and machinery that would be eligible for capital allowances, assets must have the following characteristics:

(i)	The apparatus must be used in carrying on the business.

(ii)	It must be kept for permanent use in the business.

(iii)	It must be functional in the context of a business, i.e., not part of the setting in which the business is carried on and not part of the building.

Whether or not certain capital expenditure will qualify as plant and machinery is a question of fact to be decided on in the context of each trade.

A sole trader who acquires a car to distribute his goods to his customers would be regarded as having acquired an item of plant for the purposes of his trade. If the trader operates a motor dealership and bought a car for resale, this would be regarded as part of his trading stock and he would not be allowed to claim capital allowances on this car. In the first scenario, the car will be used in carrying on the business, will be kept for permanent use and will be functional in the context of the business. In the second case, the car is acquired as stock for resale.

In looking at whether an asset is functional, the courts have adopted two approaches. The narrow view has resulted in a test which looks at the tangible mechanical part which the item of expenditure plays in the business. The broader view looks at what the purchase contributes to earning profits. An example here would be specialised lighting and paintings in a restaurant, which although they play no part in producing food for the customer, do enhance the atmosphere of the restaurant and in so doing can help earn profits for the business.

Solution 16.5: Mr. A

Mr. A’s first year of assessment will be 2020 and the basis period for that year will be 1 October 2020 to 31 December 2020. Mr. A’s second year of assessment will be 2021 and the basis period for that year will be 1 October 2020 to 30 September 2021. Accordingly, there is an overlapping basis period, i.e., the period from 1 October 2020 to 31 December 2020 forms part of the basis period for both 2020 and 2021. For the purposes of determining the first year of claim in these circumstances, transactions that take place during the period of overlap are deemed to take place in the earlier tax year. Thus, assets in use by 31 December 2020 will qualify for capital allowances in 2020.

Thus, having established the basis period for 2020, it is now necessary to try to identify the assets in use at the end of the basis period, i.e. at 31 December 2020.

The assets are as follows:








	
Van


	
€3,000





	
Office furniture


	
€800







The next step is to establish the length of the basis period, i.e. three months (1/10/2020 – 31/12/2020). Accordingly the allowances will have to be proportionately reduced, as the basis period is less than a year.

Wear and Tear Computation 2020










	
	
Motor


	
Office


	



	
	
Vehicles


	
Furniture


	



	
	
12.5%


	
12.5%


	
Total





	
	
€


	
€


	
€





	
Additions


	
3,000


	
800


	



	
Wear and tear 2020 (3/12)


	
  (94)


	
  (25)


	
(119)





	
TWDV 31/12/2020


	
2,906


	
  775


	





Mr. A’s second year of assessment will be 2021 and the basis period for that year will be the 12 months ending 30 September 2021. Having identified the basis period we now confine ourselves to identifying the assets in use at the end of the basis period. The assets are as follows:








	
Van


	
€3,000





	
Office furniture


	
€800





	
Printer


	
€640





	
Machinery


	
€3,200







As the basis period is 12 months in duration, there is no reduction necessary in the allowances and a full year’s wear and tear will be granted.

Wear and Tear Computation 2021











	
	
Motor

Vehicle


	
Office

Furniture


	
Plant and

Machinery


	






	
 


	
12.5%


	
12.5%


	
12.5%


	
Total





	
 


	
€


	
€


	
€


	
€





	
Written down value 01/01/2021


	
2,906


	
775


	
 –


	
 





	
Additions y/e 30/09/2021


	
    –     


	
    –    


	
3,840


	



	
	
2,906


	
775


	
3,840


	



	
Wear and tear 2021 (12 mths)


	
(375)


	
(100)


	
(480)


	
(955)





	
Written down value 31/12/2021


	
2,531


	
675


	
3,360


	





Mr. A’s third year of assessment will be 2022 and the basis period for that year will be the accounting period of 12 months ending in the year of assessment, i.e. the 12 months to 30 September 2022.

There were no additions for this period.

Wear and Tear Computation 2022













	
	
Motor


	
Office Furniture


	
Plant & Machinery 


	



	
	
12.5%


	
12.5%


	
12.5%


	
Total





	
	
€


	
€


	
€


	
€ 





	
Written down value 01/01/2022


	
2,531


	
675


	
3,360


	



	
Wear and tear 2022


	
(375)


	
(100)


	
(480)


	
(955) 





	
Written down value 31/12/2022


	
2,156


	
575


	
2,880


	



	
Summary of allowances granted:


	
€


	
	
	



	
2020


	
119


	
	
	



	
2021


	
955


	
	
	



	
2022


	
955


	
	
	





Solution 16.6: Mr. Moran

(i)	Allowable cost to Mr. Jones is calculated as:

[image: ]

Allowance is 4% per annum, i.e. €27,267

(ii)	Balancing charge in 2022:











	
	
€


	



	
Sales proceeds


	
950,000


	



	
Written down value


	
(299,925) 


	
(€681,663 – (€27,267 × 14))





	
	
650,075


	





Balancing charge is restricted to allowances granted to date – i.e. €27,267 × 14 = €381,738

(iii)	Annual allowances will be based on the lower of the second-hand purchase price or the original qualifying cost to Mr. Jones. In this case, allowances due to Maloney will be based on the “residue after sale”, which is the tax written down value of the building + the balancing charge levied on Mr. Jones. This gives a figure of €681,663, i.e. the original cost allowable to Mr. Jones

	(TWDV of €299,925 + balancing charge of €381,738).

	Maloney will be entitled to an annual allowance of:

[image: ]

The building was first used on 1 November 2008 and sold on 1 August 2022. Therefore expired years are 14 and unexpired life is 11 years, i.e., 25 years – 14 years.

Annual allowance due to Maloney is therefore €681,663/11

i.e. €61,969

Solution 16.7: Phelim Molloy

Phelim Molloy

Computation of adjusted Case I Profit/(loss) for 2021 and 2022













	
	
Year ended 31 Dec 2021


	
Year ended 31 Dec 2022





	
	
€


	
€


	
€


	
€





	
Net loss


	
	
(13,300)


	
	
(2,900)





	
Add back:


	
	
	
	



	
Depreciation


	
16,000


	
	
21,000


	



	
Interest on late payment of VAT


	
1,500


	
	
        – 


	



	
Customer entertainment 


	
    800 


	
	
     900


	



	
	
	
18,300


	
	
21,900





	
Case I income


	
	
  5,000


	
	
19,000







Computation of capital allowances for 2021 and 2022










	
2021


	
€90,000 × 12.5% = €11,250





	
2022


	
€90,000 × 12.5% = €11,250





	
	
€88,000 × 12.5% = €11,000





	
	
Total                          €22,250







Income tax computation for 2021









	
	
€


	
€





	
Case I


	
	
5,000





	
Less: capital allowances (Note 1)


	
	
(5,000)





	
Case I


	
	
Nil





	
Case V


	
	
16,000





	
Taxable income


	
	
16,000





	
€16,000 × 20% =


	
	
3,200





	
PRSI €16,000 @ 4%


	
	
640





	
USC €12,012 @ 0.5%


	
	
60





	
€3,988 @ 2%


	
	
80





	
Less tax credits:


	
	



	
Personal tax credit


	
1,650


	



	
Earned Income tax credit


	
Nil


	



	
Medical expenses (€6,000 × 20%)


	
1,200


	
(2,850)





	
Tax payable


	
	
1,130







Note 1:








	
	
€





	
Total capital allowances for 2021


	
11,250





	
Claimed against Case I


	
(5,000)





	
Available to offset against other income or for carry forward against Case I of 2022


	
  6,250







As the medical expenses will give rise to a €1,200 non-refundable tax credit in 2021, it is better to carry forward the capital allowances and thereby not lose the personal tax credit and medical expenses tax credit.

Income tax computation for 2022








	
	
€





	
Case I


	
19,000





	
Less: capital allowances forward


	
 (6,250)





	
Case I


	
12,750





	
Less: capital allowances (Note 2)


	
(12,750)





	
Case I


	
Nil





	
Case V


	
 18,000





	
Total income


	
18,000





	
Less: balance of current year capital allowances


	
 (9,500)





	
Taxable income


	
   8,500





	
€8,500 × 20% =


	
1,700





	
Add PRSI €8,500 × 4% = €340 

*min contribution


	
500





	
USC exempt as income less than €13,000


	
0





	
	



	
Less personal credit


	
(1,700)





	
Earned income credit* no income


	
Nil





	
Tax payable


	
     500







Note 2:








	
	
€





	
Total capital allowances for 2022


	
22,250





	
Claimed against Case I, after first claiming capital allowances forward


	
(12,750)





	
Available to offset against other income or carry forward against Case I of 2023


	
    9,500







Chapter 17: Losses

Solution 17.1: Ms O’Connell










	
2021 tax year


	
€





	
Case I


	
Nil





	
Case V (Note 1)


	
5,000





	
Less


	



	
Loss s381 (Note 2)


	
(50,000)





	
Taxable income


	
         Nil





	
Loss forward


	
(45,000)





	
2022 tax year


	
€





	
Case I


	
55,000





	
Less capital allowances


	
(5,000)





	
Less losses forward s382


	
(45,000)





	
Assessable Case I income


	
5,000





	
Case V


	
12,000





	
Taxable income


	
17,000





	
Note 1:


	
€





	
Case V 2021


	
10,000





	
Case V losses forward


	
(5,000)





	
Net Case V


	
  5,000







Note 2: Capital allowances for 2021 of €10,000 augment the Case I loss of €40,000.

Alternatively, she could have made no claim for relief under s381 in 2021. Her income tax at 20% on her Case V income would have been reduced to € nil due to her basic tax credit. The loss of €50,000 could be claimed against Case I income in 2022.

Solution 17.2: Mary Doyle

(a) The s381 loss for 2022 is:











	
	
€





	
Capital allowances forward


	
(8,000)





	
Profit assessable 2022


	
   10,000





	
	
2,000





	
Add balancing charge


	
     2,000





	
	
4,000





	
Capital allowances 2022 (Note 1)


	
(16,000)





	
s381 loss 2022


	
(12,000)





	
Note 1:


	
€





	
Wear and tear


	
9,000





	
IBAA (Industrial buildings annual allowance)


	
    7,000





	
Total capital allowances


	
 16,000





	
(b) Mary Doyle


	



	
Income tax computation 2022


	



	
	
€





	
Schedule D


	



	
Case I Loss


	
                – 





	
Case IV


	
2,500





	
Schedule F (€18,750 / 0.75)


	
25,000





	
Less s381 loss relief


	
(12,000)





	
	
  15,500





	
Taxable: €13,000 @ 20%


	
2,600





	
€2,500 @ 33%


	
       825





	
	
3,425





	
Less non-refundable tax credits


	



	
	
€ 


	



	
Personal


	
1,700 


	



	
Earned Income Credit


	
Nil


	



	
DIRT (€2,500 @ 33%) 


	
825


	
(2,525)





	
	
  900





	
PRSI €27,500 @4%


	
1,100





	
USC €12,012 @0.5% (Note 1)


	
60





	
€9,283 @ 2%


	
186





	
€3,705 @ 4.5%


	
  167





	
Less refundable tax credits 


	
2,413





	
DWT


	
(6,250)





	
Tax refund due 


	
3,837







Note 1: USC Calculation

USC is chargeable on gross income, excluding specific sources (e.g. deposit interest subject to DIRT) but after deduction of capital allowances and losses forward.

Solution 17.3: Derek Coffey











	
	
Basis Period


	
Assessment





	
2020


	
1/2/2020 – 31/12/2020


	
€





	
	
(€14,000) + (1/12 × €14,400) = (€12,800)


	
Nil





	
2021


	
Year ended 30/11/2021


	
14,400





	
	
Less s382


	
(12,800) 





	
	
	
     1,600





	
2022


	
Year ended 30/11/2022


	
12,000





	
	
Year 2 (2021) adjustment 


	
     (200)





	
	
Final 2022 assessment


	
   11,800





	
Losses are utilised as follows:


	



	
	
Amount of loss


	
14,000





	
	
Relieved in 2020


	
(1,200)





	
	
Relieved in 2021


	
(12,800)





	
	
	
         Nil





	
Assessable amount for 2021


	
14,400





	
Less actual profit for 2021


	



	
	
1/1/2021 − 31/12/2021


	



	
	
(€14,400 × 11/12 + (€12,000 × 1/12 =) 

€13,200 + €1,000


	
14,200





	
	
	
     200





	
Applying “legal basis” of loss relief/alternative claim


	



	
	
Basis Period


	
Assessment





	
2020


	
1/2/2020 – 31/12/2020


	
€





	
	
(€14,000) + (1/12 × €14,400) = (€12,800)


	
Nil





	
2021


	
1/1/2021 – 31/12/2021 as legal basis to be applied due to loss on commencement (11/12 × €14,400) + (€12,000 × 1/12)

€13,200 + €1,000


	
14,200





	
	
Less s382


	
(12,800)





	
	
Final 2021 assessment 


	
     1,400





	
2022


	
Year ended 30/11/2022


	
  12,000







Solution 17.4: Jane Richie












	
	
Basis Period


	
€


	
€





	
2019


	
1/10/2019 − 31/12/2019€28,000 × 3/12 =


	
	
7,000





	
2020


	
1st 12 months year ended 30/09/2020


	
	
28,000





	
2021


	
Year ended 30/09/2021


	
	
5,000





	
	
Year 2 (2020) adjustment 2019 assessment


	
28,000


	



	
	
Actual 1/1/2020 – 31/12/2020(€28,000 × 9/12) × (€5,000 × 3/12)

€21,000 + €1,250 


	
(22,250)


	
(5,750)





	
	
	
	
       Nil





	
	
Available to carry forward under s382


	
	
750





	
2022


	
Year ended 30/09/2022


	
	
70,000





	
	
Less s382 


	
	
   (750)





	
	
	
	
 69,250







Solution 17.5: Liam Black









	
	
2021


	
2022





	
	
€


	
€





	
Schedule D Case I


	
10,000


	
30,000





	
s382 loss forward (note 1)


	
–


	
 (1,000)





	
Less capital allowances (note 2)


	
(11,000)


	
(5,000)





	
	
– 


	
24,000





	
Case V


	
7,000


	
–





	
Case V loss forward


	
(5,000)


	
     –     





	
Assessable income


	
  2,000


	
24,000





	
Taxable @ 20%


	
400


	
4,800





	
Less non-refundable tax credits


	
	



	
Personal


	
 (1,700)


	
(1,700)





	
Earned Income tax credit


	
nil


	
(1,700)





	
	
nil


	
1,400





	
PRSI (note 2)


	
280


	
1,000





	
USC (note 2)


	
    –    


	
    368





	
Tax due


	
    280


	
2,768







Note 1: Do not claim s381 loss relief in 2021 (€1,000 loss relief is available due to excess capital allowances) as the Case V income is shielded by tax credits. Instead, avail of this relief as s382 in 2022.

Note 2: 

PRSI

2021: €7,000 @ 4%                                 €280

2022: €25,000 @ 4%                                                      €1,000

PRSI of 4% is chargeable on gross income after capital allowances but before relief for losses forward.

USC



     €

12,012 @ 0.5%      60

  9,283 @ 2%      186

  2,705 @ 4.5%    122

24,000                368


The USC is chargeable on gross income, after capital allowances and losses forward. As assessable income is less than €13,000 USC is not due for 2021.

Note 3: There is a Case V loss of €2,000 available for carry forward which cannot be utilised in 2022, as Case V may not be set against any other income.

Chapter 18: Taxation of Partnerships

Solution 18.1: John and Bernard

Calculation of taxable profits of John and Bernard

Computation of adjusted Case I Profit for year ended 31 December 2022









	
	
€


	
€





	
Net profit for the year


	
	
100,000





	
Add back


	
	



	
Legal fees (capital)


	
10,000


	



	
Depreciation


	
15,000


	
25,000





	
Schedule D Case I adjusted profits


	
	
125,000







Case I profit for the year ended 31 December 2022 forms the basis for taxation for 2022

Taxable profit for John (50%)       €62,500

Taxable profit for Bernard (50%)       €62,500

Solution 18.2: Siobhan and Aisling

Calculation of taxable profits of Siobhan and Aisling

Computation of adjusted Case I profit for year ended 31 December 2022








	
	
€





	
Net profit


	
144,000





	
Add back


	



	
Depreciation 


	
  9,000





	
Schedule D Case I adjusted profits


	
153,000







Case I profit for the year ended 31 December 2022 forms the basis for taxation for 2022

Case I for Siobhan (2:1, i.e. 2/3)  €102,000

Case I for Aisling (1/3)       €51,000

Capital allowances computation











	
Year of Acquisition


	
Cost


	
TWDV at 1/1/2022


	
Wear and tear 12.5%


	
TWDV at 31/12/2022





	
	
€


	
€ 


	
€


	
€





	
2020


	
32,000


	
24,000


	
4,000


	
20,000





	
2022


	
16,000 


	
     –    


	
2,000


	
14,000 





	
	
	
    –    


	
6,000


	
34,000







Capital allowances for Siobhan (2/3) €4,000

Capital allowances for Aisling (1/3)   €2,000

Taxable profits of Siobhan and Aisling











	
	
Siobhan


	
Aisling





	
	
€


	
€





	
Case I


	
102,000


	
51,000





	
Capital allowances


	
 (4,000)


	
(2,000)





	
Taxable


	
 98,000


	
 49,000







Solution 18.3: Joan and Maura











	
Computation of loss of Joan and Maura


	



	
	
Joan


	
Maura





	
	
€


	
€





	
Case I (3:2)


	
15,000


	
10,000





	
Capital allowances (3:2)


	
(21,000)


	
(14,000)





	
Schedule D Case I loss


	
(6,000)


	
(4,000)





	
	
	





Computation of income tax liabilities for Joan and Maura 2022











	
	
Joan


	
Maura





	
	
€


	
€





	
Schedule E income


	
35,000


	
25,000





	
Schedule D Case I loss


	
(6,000)


	
(4,000)





	
Taxable income


	
29,000


	
21,000





	
Joan     29,000 × 20% =


	
5,800


	



	
Maura   €21,000 × 20% =


	
	
4,200





	
Less non-refundable credits


	
	



	
USC


	
863


	
413





	
Personal credit


	
(1,700)


	
(1,700)





	
Employee credit


	
(1,700)


	
(1,700)





	
Less PAYE paid


	
(9,000)


	
(5,000)





	
Less USC Paid


	
(863)


	
(413)





	
Income tax refundable


	
 (6,600)


	
(4,200)
















	
Note 1 PRSI & USC


	
	



	
Joan


	
€


	
Maura


	
€





	
12,012 @ 0.5 %


	
60


	
12,012 @ 0.5 %


	
60





	
9,283 @ 2%


	
186


	
9,283 @ 2%


	
186





	
13,705 @ 4.5%


	
  617


	
3,705 @ 4.5%


	
167





	
35,000


	
863


	
25,000


	
413







PRSI

As an employee PRSI will be deducted at source through payroll.

USC

The USC is chargeable on gross income after capital allowances and losses forward only.

Solution 18.4: Donna, Aisling and John

Computation of adjusted Case I profit for year ended 31 December 2022









	
	
€


	
€





	
Net profit


	
	
119,400





	
Add back


	
	



	
Rent (note)


	
 –


	



	
Depreciation


	
14,000


	



	
Interest on late payment of VAT


	
1,000


	



	
Interest on capital (appropriation of profit)


	
7,000


	



	
Partners’ salaries (appropriation of profit)


	
50,000


	
 72,000





	
Schedule D Case I adjusted profits


	
	
191,400







Note: The rent paid to Donna is an allowable expense and not an appropriation of profit, provided that it is an arm’s length rent. Donna is liable under Case V on the rental income.

Calculation of assessable income of Donna, Aisling and John for 2022











	
Apportionment


	
Total


	
Donna


	
Aisling


	
John





	
	
€


	
€


	
€


	
€





	
Interest


	
7,000


	
4,000


	
3,000


	
– 





	
Salaries


	
50,000


	
25,000


	
25,000


	
– 





	
Balance of profits (1/3 each)


	
134,400


	
44,800


	
44,800


	
44,800





	
Assessable income for each partner


	
191,400


	
73,800


	
72,800


	
44,800





	
Less capital allowances (€33,000 + €3,000)


	
(36,000)


	
(12,000)


	
(12,000)


	
(12,000)





	
	
155,400


	
61,800


	
60,800


	
32,800







Solution 18.5: Mary and Martha

Computation of adjusted profit for year ended 30 June 2022









	
	
€


	
€





	
Profit per accounts


	
	
16,000





	
Add back:


	
	



	
Partner salaries     Mary


	
25,000


	



	
Martha


	
15,000


	



	
	
	
40,000





	
Case I adjusted profit for 2022


	
	
56,000







Partnership apportionment account










	
	
Mary


	
Martha


	
Total





	
profit %


	
50%


	
50%


	



	
	
€


	
€


	
€





	
Salary


	
25,000


	
15,000


	
40,000





	
Balance of profit


	
 8,000


	
 8,000


	
16,000





	
	
33,000


	
23,000


	
56,000







Capital allowance apportionment account












	
	
Mary


	
	
Martha


	
	
Total





	
	
€


	
	
€


	
	
€





	
Period 1/1/2022 to 30/6/2022


	
2,500


	
(50%)


	
2,500


	
(50%)


	
5,000





	
Period 1/7/2022 to 31/12/2022


	
3,000


	
(60%)


	
2,000


	
(40%)


	
 5,000





	
	
5,500


	
	
4,500


	
	
10,000







Solution 18.6: Peter, Paul and Andrew

Computation of adjusted loss for the year ended 31 December 2022










	
	
	
€


	
€





	
Loss per accounts


	
	
	
(75,000)





	
Add back:


	
Salaries


	
60,000


	



	
	
Interest on capital


	
10,000


	
70,000





	
Adjusted loss


	
	
	
 (5,000)







Partnership apportionment account











	
	
Peter


	
Paul


	
Andrew


	
Total





	
	
€


	
€


	
€


	
€





	
Salary


	
20,000


	
10,000


	
30,000


	
60,000





	
Interest


	
– 


	
– 


	
10,000


	
10,000





	
Balance of loss


	
(30,000)


	
(30,000)


	
(15,000)


	
(75,000)





	
Case I adjusted loss


	
(10,000)


	
(20,000)


	
25,000


	
(5,000)





	
Assessment


	
 Nil


	
 Nil


	
 Nil


	
 







Loss relief share









	
	
	
€





	
Peter


	
[image: ]


	
 = 1,667





	
Paul


	
[image: ]


	
 = 3,333





	
Andrew


	
Nil


	





Income tax computation 2022










	
	
Peter


	
Paul


	
Andrew





	
	
€


	
€


	
€





	
Case I adjusted profit


	
 – 


	
 – 


	
 – 





	
Case V


	
 – 


	
 – 


	
10,000





	
Schedule F


	
   –    


	
   –    


	
20,000





	
Total income


	
   –    


	
   –    


	
30,000





	
Loss forward to 2023 s382


	
1,667


	
3,333


	












	
	
Andrew





	
	
€





	
Tax thereon


	



	
€30,000 @ 20%


	
6,000





	
Less non-refundable tax credits


	



	
Personal


	
(1,700)





	
Earned Income Tax Credit


	
Nil 





	
	
4,300





	
PRSI €30,000 @ 4%


	
1,200





	
USC (Note 2)


	
638





	
Less refundable tax credits


	



	
DWT


	
(5,000)





	
Tax due


	
  1,138















	
	
	
€





	
Note 1:


	
Dividend net


	
15,000





	
	
DWT @ 25%


	
 5,000





	
	
Gross


	
20,000





	
Note 2: 


	
USC     


	



	
	
          €


	
€





	
	
12,012 @ 0.5%


	
60





	
	
  9,283 @    2%


	
186





	
	
  8,705 @ 4.5%


	
392





	
	
30,000


	
638







Solution 18.7: James and Dean

Year ended 31 December 2022











	
	
Total


	
James


	
Dean


	
Wayne





	
	
€


	
€


	
€


	
€





	
6 months to 30/6/2022


	
	
	
	



	
Salaries


	
75,000


	
50,000


	
25,000


	
– 





	
Share of profits


	
125,000


	
62,500


	
62,500


	
    –      





	
	
200,000


	
112,500


	
87,500


	
    –      





	
6 months ended 31/12/2022


	
	
	
	



	
Salaries


	
80,000


	
50,000


	
– 


	
30,000





	
Share of profits


	
120,000


	
72,000


	
    –    


	
48,000





	
	
200,000


	
122,000


	
    –    


	
78,000





	
Total for year ended 31/12/2022


	
400,000


	
234,500


	
87,500


	
78,000





	
Year ended 31 December 2023


	
	
	
	



	
Salaries


	
190,000


	
120,000


	
– 


	
70,000





	
Share of profits


	
160,000


	
96,000


	
   –    


	
64,000





	
	
350,000


	
216,000


	
   –    


	
134,000







Capital allowances











	
	
Total


	
James


	
Dean


	
Wayne





	
	
€


	
€


	
€


	
€





	
6 months to 30/6/2022


	
4,500


	
2,250


	
2,250


	
– 





	
6 months to 31/12/2022


	
4,500


	
2,700


	
    –        


	
1,800





	
Year ended 31/12/2022


	
9,000


	
4,950


	
 2,250


	
1,800





	
Year ended 31/12/2023


	
10,000


	
6,000


	
 – 


	
4,000







Assessment 2022








	
	
€





	
James year ended 31/12/2022


	
234,500





	
Less capital allowance


	
 (4,950)





	
	
229,550





	
Dean cessation 30/6/2022


	



	
1/1/2021 to 30/6/2022


	
87,500





	
Less capital allowance 2022


	
(2,250)





	
	
85,250





	
Wayne (commencement 1/7/2022)


	



	
1/7/2022 to 31/12/2022


	
78,000





	
Less capital allowance 2022


	
(1,800)





	
	
 76,200





	
2023


	



	
James


	



	
Year ended 31/12/2023


	
216,000





	
Less capital allowance 2023


	
 (6,000)





	
	
210,000





	
Dean


	
Nil





	
Wayne


	



	
Year ended 31/12/2023


	
134,000





	
Less capital allowance 2023


	
 (4,000)





	
	
130,000







Chapter 19: Taxation of Interest, Dividends and Rental Income

Solution 19.1: Jean Walsh

Income Tax Computation 2022











	
	
Notes


	
€


	
€





	
Schedule D: Case III


	
(1)


	
	
600





	
Schedule D: Case IV


	
(2)


	
	
600





	
Schedule E – salary


	
	
60,000


	



	
– bonus 


	
(3)


	
 8,000


	
68,000





	
Schedule F dividends


	
(4)


	
	
 2,000





	
Gross income/total income


	
	
	
71,200





	
Permanent health insurance


	
(5)


	
	
  (600)





	
Taxable income


	
	
	
70,600





	
 Tax


	
€36,800 @ 20%


	
	
7,360


	



	
	
€600 @ 33%


	
(2)


	
198


	



	
	
€33,200 @ 40%


	
	
13,280


	



	
	
€70,600


	
	
	
20,838





	
Less Non-refundable tax credits


	
	
	



	
 Personal credit


	
	
1,700


	



	
 Employee credit


	
	
1,700


	



	
 Tuition fees


	
(7)


	
400


	



	
 DIRT


	
(2)


	
198


	



	
 Medical expenses


	
(6)


	
     640


	
 (4,638)





	
Refundable tax credits


	
	
	
16,200





	
 Dividend withholding tax


	
(4)


	
500


	



	
 PAYE


	
	
16,000


	
(16,500)





	
 Tax refundable


	
	
	
 (300)







Notes








	
(1)


	
€





	
Interest on Government securities


	
200





	
UK dividends


	
400





	
Case III income


	
600





	
(2)


	
€





	
Deposit interest


	



	
Amount received net of DIRT


	
402





	
DIRT (33/67)


	
198





	
Gross interest taxable under Case IV


	
600







The interest on the special “medium term” account is exempt as it is less than the limit of €480. This exemption applies only to account opened before 16 October 2013.

(3) Bonus of €8,000 earned in 2021 is taxable in 2022 as it was received in March 2022. From 1 January 2018, the statutory basis of assessment as outlined in s112 TCA97 for most employment income is on a receipts basis and not an earned basis. Employees will be taxed on the actual amount of income received rather than earned. This aligns the legislation with the practical operation of the PAYE system.








	
(4) Dividend income


	
€





	
Amount received net of DWT


	
1,500





	
DWT (€1,600 × 25/75)


	
  500





	
Gross dividend taxable under Schedule F


	
2,000







(5) Permanent health insurance €50 × 12 = €600 – fully deductible as it is less than 10% of total income.

(6) Medical expenses










	
	
Jean


	
Paula


	
Total





	
	
€


	
€


	
€





	
Doctors’ and consultants’ fees


	
2,000


	
100


	
2,100





	
Prescription costs


	
      600


	
   – 


	
      600





	
	
2,600


	
100


	
2,700





	
Less refunded by VHI


	
(1,000)


	
  – 


	
(1,000)





	
Allowed medical


	
1,600


	
100


	
1,700





	
Orthodontic work


	
   1,500


	
   – 


	
1,500





	
Allowable


	
   3,100


	
 100


	
3,200





	
Tax credit @ 20%


	
	
	
640







The teeth filling expenses do not qualify as they are routine health care.

(7) Only the tuition fees and not the exam fee qualify for credit. The first €1,500 of qualifying fees are disallowed for part-time courses. The first €3,000 are disallowed for full-time courses. The amount of credit relief is €3,500 − €1,500 = €2,000 × 20% = €400.

(8) VHI contributions are subject to tax relief at source. Therefore Jean will only have paid 80% of the money to VHI and in that way will have benefitted from full tax relief. As a result there is no credit in the computation.

(9) As an employee with non PAYE income of less than €5,000, she will not be liable to PRSI or USC on her other income.

Solution 19.2: Siobhan Potter

Siobhan Potter

Income Tax Computation 2022











	
	
Notes


	
€


	
€





	
Schedule D: Case III


	
(1)


	
	
500





	
Schedule D: Case IV


	
(2)


	
	
600





	
Schedule D: Case V


	
(3)


	
	
300





	
Schedule E


	
(4)


	
	
39,500





	
Taxable income


	
	
	
40,900





	
€40,300 @ 20%


	
	
(5)


	
	
8,060





	
   €600 @ 33%


	
	
(2)


	
	
    198





	
€40,900


	
	
	
8,258





	
Less: Non-refundable tax credits


	
	
	



	
Personal tax credit


	
	
1,700


	



	
Single person child carer credit


	
	
1,650


	



	
Widowed parent tax credit, third year


	
	
2,700


	



	
Employee tax credit


	
	
1,700


	



	
DIRT


	
	
   198


	
(7,948)





	
	
310





	
Less: Refundable tax credits


	
	
	



	
PAYE – salary


	
	
700


	



	
PAYE – pension


	
	
1,700


	
(3,400)





	
Income tax refundable


	
	
	
(3,090)







Notes








	
(1)


	
€





	
UK dividends (amount received is taxed)


	
300





	
Interest on Government securities


	
200





	
Case III


	
500





	
(2)


	
€





	
Net interest


	
402





	
DIRT €402 × 33/67


	
198





	
Case IV


	
600







(3) Commercial property rental income 2022











	
	
(1)


	
	
(2)


	



	
	
€


	
	
€


	



	
Gross rents


	
9,600


	
(i)


	
9,000


	
(iii)





	
Expenses


	
(1,700)


	
(ii)


	
nil


	
(iv)





	
Interest


	
(13,000)


	
(ii)


	
(3,600)


	
(v)





	
Net rents


	
(5,100)


	
	
5,400


	



	
Case V


	
€300


	
	
	





(i)	8 × €1,200 = €9,600

(ii)	Expenses incurred between lettings are allowable. Thus €1,700 (€500 + €1,200) and the interest of €13,000 is deductible for the purposes of calculating taxable Case V.

(iii)	€1,500 × 6 = €9,000

(iv)	Capital expenditure is not deductible.

(v)	Interest relating to the pre-letting period is not deductible. Therefore only €3,600 (€6,000 × 6/10) is allowable.








	
(4)


	
€





	
Schedule E


	



	
Pension


	
13,500





	
Salary


	
25,400





	
Round sum allowance €50 × 12


	
     600





	
Taxable Schedule E


	
39,500







Reimbursement for business mileage at civil service rates is not taxable.

(5) The Single person child carer and widow credit are due as she has a qualifying child.

(6)	Siobhan is chargeable to the USC on her unearned income and should submit a Form 12 to discharge the liability. However, she is not a chargeable person for income tax purposes as her net unearned income is less than €5,000 and the income is coded through her income tax credits She will not be required to file a Form 11 and she will not be chargeable to PRSI on her unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered a taxable person).

Solution 19.3: Marjorie Williams

Marjorie Williams

Income Tax Computation 2022










	
	
	
€


	
€





	
Schedule D


	
	
	



	
Case III (Note 1)


	
	
	
5,000





	
Case IV (Note 2)


	
	
	
6,000





	
Case V (Note 3)


	
	
	
31,000





	
Schedule F (Note 4)


	
	
	
  7,300





	
Taxable income


	
	
	
49,300





	
Taxable as follows:


	
	
	



	
	
€40,800 (Note 5) × 20%


	
	
8,160





	
	
€6,000 × 33%


	
	
1,980





	
	
€2,500 × 40%


	
	
1,000





	
	
€49,300


	
	
11,140





	
Less: Non-refundable tax credits


	
	



	
    Personal tax credit


	
1,700


	



	
    Single person child carer credit (Note 5)


	
1,650


	



	
    DIRT


	
1,980


	



	
    Incapacitated child


	
3,300


	
(8,630)





	
	
	
	
2,510





	
PRSI       €49,300 @ 4%


	
	
1,972





	
USC        €12,012 @ 0.5%


	
	
60





	
€9,283 @ 2%


	
	
186





	
€22,005 @ 4.5%


	
	
 990





	
(€5,000+€31,000+€7,300)


	
	



	
	
	
5,718





	
Less: Refundable tax credits


	
	



	
    Dividend withholding tax (DWT)


	
1,825


	



	
    Preliminary tax paid


	
2,700


	
(4,525)





	
    Income tax due


	
	
1,193







Note 1:








	
	
€





	
UK dividends (net amount received)


	
2,000





	
Interest on Government securities


	
3,000





	
Case III


	
5,000





	
Interest on An Post savings certificates is exempt.


	





Note 2:








	
	
€





	
Net interest


	
3,900





	
DIRT €4,020 × 33/67


	
2,100





	
Case IV


	
6,000







Note 3:

Commercial property rental income 2022











	
	
(1)


	
	
(2)


	



	
	
€


	
	
€


	



	
Gross rents


	
28,000


	
(i)


	
15,000


	
(iii)





	
Expenses


	
–


	
	
Nil


	
(iv)





	
Interest (vii)


	
(6,000)


	
(ii)


	
(6,000)


	
(v)





	
Net rents


	
22,000


	
	
9,000


	



	
Case V


	
31,000


	
	
	





(i)   10 × €2,800 = €28,000.

(ii)	Allow interest of €6,600 × 10/11 = €6,000. Interest for November 2022 is a post-letting expense and does not qualify as tax deductible.

(iii)	€2,500 × 6 = €15,000

(iv)	Capital expenditure is not deductible.

(v)	€8,000 × 6/8 = €6,000 – interest relating to the pre-letting period is not deductible.

Note 4:








	
	
€





	
Schedule F


	



	
Net dividend


	
5,475





	
DWT: €5,475 × 25/75


	
1,825





	
Taxable Schedule F


	
7,300







Note 5:

The one-parent family rate band and single person child carer credit are due as she has a qualifying child.

Solution 19.4: Lucy Curley













	
	
Notes


	
A


	
B


	
C


	
E


	
Total





	
	
	
Comm.


	
Res.


	
Res.


	
Res.


	



	
	
	
€


	
€


	
€


	
€


	
€





	
Rent receivable


	
(1)


	
31,400


	
1,950


	
9,000


	
13,000


	



	
Less allowable expenses


	
(2)


	
	
	
	
	



	
Management charges


	
	
(1,500)


	
 – 


	
 – 


	
 – 


	



	
Refuse charges


	
	
(330)


	
 – 


	
 – 


	
 – 


	



	
Bank interest


	
	
 – 


	
(2,340)


	
 – 


	
(4,500)


	



	
Advertising


	
	
 – 


	
(60)


	
 – 


	
 – 


	



	
Repairs


	
	
 – 


	
 – 


	
(2,500)


	
(7,500)


	



	
Wear and tear


	
	
    –     


	
     –     


	
      –         


	
(2,500)


	



	
	
	
(1,830)


	
(2,400)


	
(2,500)


	
(14,500)


	



	
Net rents


	
	
29,570


	
(450)


	
6,500


	
(1,500)


	
 





	
Less s384 restricted losses


	
	
     –      


	
    –      


	
(6,500)


	
    –      


	
          





	
Case V assessment


	
	
29,570


	
(450)


	
    –       


	
(1,500)


	
27,620















	
Note 1: Property A


	
	



	
Annual Rent


	
=


	
€31,400





	
Property B


	
	



	
Rent receivable Oct to Dec – €650 × 3


	
=


	
€1,950





	
Property C


	
	



	
Rent receivable Apr to Dec – €1,000 × 9


	
=


	
€9,000





	
Property E


	
	



	
Rent receivable Jan to Dec – €250 × 52


	
=


	
€13,000







Note 2: Allowable expenses

Property A

The management charges and refuse are allowable.

Property B

“Pre first letting” expenses are not allowable (i.e. repairs €700 disallowed) except legal and advertising costs.

Bank interest must be time apportioned and only that element relating to 1 October to 31 December is allowable:

€7,800 × 3/10 = €2,340

Up to 31 Dec 2018, there was a restriction on the deduction of interest on borrowings used to purchase or improve rented residential premises. 

We assume that Lucy Curley has registered the property with the PRTB.

Property C

Repainting costs between tenants are an allowable expense.

Property E

Wear and tear allowance is available on the central heating system.







	
€20,000 × 12.5% = €2,500







As detailed above, there is Residential loan interest is not restricted after 31 December 2018.

We assume that Lucy Curley has registered the property with the PRTB.

Note 3: Property D

Rental income from this property is ignored since the “relevant sum” receivable for 2022 of €5,200 is less than the €14,000 limit and the room is in Lucy’s “qualifying residence” (i.e., her principal private residence).

Solution 19.5: Margaret Larkin

Income Tax Computation for 2022











	
	
	
Dividend Option (a)


	
	
Deposit Interest Option (b)





	
	
€


	
€


	
€


	
€





	
Schedule Case IV (Note 1)


	
	
– 


	
	
10,000





	
Schedule E pension


	
	
10,400


	
	
10,400





	
Schedule F


	
	
10,000


	
	
     –     





	
	
	
20,400


	
	
20,400





	
Taxable €20,400 @ 20%


	
	
 4,080


	
€10,400 @ 20%


	
2,080





	
	
	
	
€10,000 @ 33%


	
3,300





	
Less non-refundable tax credits


	
	
	
	



	
Personal


	
(1,700)


	
	
(1,700)


	



	
Employee (PAYE)


	
(1,700)


	
	
(1,700)


	



	
DIRT


	
     –     


	
	
(3,300)


	



	
	
	
(3,400)


	
	
(6,700)





	
	
	
680


	
	
0*





	
Less refundable tax credits


	
	
	
	



	
DWT


	
(2,500)


	
	
 – 


	



	
PAYE (paid)


	
  (520)


	
(3,020)


	
 (520)


	
 (520)





	
Refund due


	
	
(2,340)


	
	
 (520)





	
	
	
	
	



	
	
	
	
	





*Non-refundable tax credits cannot reduce tax liability below €nil

Note:

DIRT is charged at 33% on interest received. This rate is in full settlement of Income Tax liability on the interest.

The above does not take account of PRSI or the USC.

Chapter 20: Taxation of Income from Office and Employment

Solution 20.1: Jane

Since Jane incurred travelling expenses “wholly, exclusively and necessarily” for her job she may make a claim to Revenue for the tax relief.

The payment received by Jane is not taxable since it is merely a reimbursement of an expense she incurred directly in relation to doing her job on customer sites.

Chapter 21: Benefits in Kind

Solution 21.1: Gavin and Patricia Noonan

Income Tax Computation 2022










	
	
Notes


	
€


	
€





	
Schedule D: Case III


	
(1)


	
	
Nil





	
Schedule E – Salary – Gavin


	
(2)


	
78,800


	



	
                      – BIK car – Gavin


	
(3)


	
4,300


	



	
                      – BIK loan – Gavin


	
(4)


	
440


	



	
Pension paid (less than 20%)


	
	
(6,000)


	
76,740





	
Schedule F dividends – Patricia


	
(5)


	
	
 1,500





	
Gross income


	
	
	
78,240





	
Deed of covenant


	
(6)


	
	
(3,000)





	
Taxable income


	
	
	
75,240





	
      Tax €45,800 @ 20%


	
(8)


	
9,160


	



	
                 €29,440 @ 40%


	
	
11,776


	
20,936





	
Add income tax re: deed of covenant


	
(6)


	
	
   600





	
	
	
	
21,536





	
Less Non-refundable tax credits


	
	
	



	
  Personal credit


	
	
3,400


	



	
  Home carer credit


	
(8)


	
1,600


	



	
  PAYE credit – Gavin


	
	
1,700


	



	
  Blind person


	
	
1,650


	



	
  Mortgage interest credit


	
(9)


	
nil


	



	
  Medical expenses


	
(7)


	
  152


	
(8,502)





	
	
	
	
13,034





	
Refundable tax credits


	
	
	



	
  Dividend withholding tax


	
(5)


	
375


	



	
  PAYE – Gavin


	
	
13,000


	
(13,375)





	
  Income tax refundable


	
	
	
341





	
	
	
	





Notes

(1)	The interest on the special “long term” share account is exempt as it is less than the limit of €635. This provision applies only to accounts opened before 16 October 2013.

(2)	Salary is €6,500 × 12 = €78,000.








	
(3)


	
€





	
BIK – company car


	
 





	
Original market value


	
24,000





	
@30%


	
7,200





	
Reduce cash equivalent to 10 mths


	
6,000





	
Less 20%*


	
(1,200)





	
	
4,800





	
Less: paid by Gavin (€50/month)


	
  (500)





	
Taxable benefit


	
 4,300







The car was used for 10 months. The business km must be annualised:

14,500/306*365 = 17,296km therefore appropriate % is 30%.

* As more than 70% of time is spent travelling and business travel is greater than 8,000 km but not more than 24,000 km for the year, the value of the benefit may be reduced by 20%.

No deduction is available for the motor insurance of €1,000 as it was paid directly by Gavin to the insurance company.








	
(4)


	
€





	
BIK – interest-free loan


	
 





	
Amount of loan


	
11,000





	
Deemed interest at a rate of 4%


	
     440







There is no BIK on the canteen as it is available to all staff.

There is no relief due for money spent on suits and footwear due to duality of purpose test.








	
(5)


	
€





	
Dividend income


	
 





	
Amount received net of DWT


	
1,125





	
DWT (€1,125 × 25/75)


	
  375





	
Gross dividend taxable under Schedule F


	
1,500







(6) Deed of covenant

Limit is 5% of total income. €3,000 is less than 5% limit and is therefore allowable in full as a charge. Income tax at the standard rate must be deducted on payment, i.e., €3,000 × 20% = €600.








	
(7)


	
€





	
Health expenses


	
 





	
Doctor’s fees


	
480





	
Prescription charges


	
280





	
Allowed


	
760





	
Tax credit @ 20%


	
152







The expenses incurred on behalf of his brother do not qualify as they are routine dental expenses.

(8) Home carer credit

As her income is below the limit of €7,200, the home carer credit is available. If she had claimed an increased standard rate band rather than home carer credit, she would have paid more tax. (ie €1,500 × 20% = €300)








	
(9)


	



	
Mortgage interest relief


	
 







This relief finished on 31 December 2020.

(10) Patricia is chargeable to the USC on the unearned income and should submit a Form 12 to discharge the liability. However, she is not a chargeable person for income tax purposes as her net unearned income is less than €5,000 and the income is coded through her income tax credits She will not be required to file a Form 11 and she will not be chargeable to PRSI on her unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered a taxable person).

Solution 21.2: Sales Limited








	
(1)


	
€





	
€25,000 × 24% =


	
6,000





	
(2)


	



	
275 =75.34%

365


	



	
Business travel


	



	
24,000 × 275 =18,082

365


	



	
32,000 × 275 =24,110

365


	



	
As his business travel is 20,300 km the rate is 24%


	














	
BIK


	
	
€





	
€45,000 × 24% =


	
	
10,800
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8,137





	
Less: contribution €70 × 9


	
	
  630





	
Taxable BIK


	
	
7,507





	
(3)


	
€


	



	
€40,000 × 30% × 6/12 =


	
6,000


	



	
€60,000 × 30% × 6/12 =


	
9,000


	
15,000





	
Does not qualify for 20% reduction as travel less than 8,000 km p.a.





	
Less: contribution €90 × 12


	
	
(1,080)





	
Taxable BIK


	
	
13,920





	
(4)


	
	



	
€30,000 × 30% (Original MV when new)


	
	
9,000





	
Qualifies for 20% reduction


	
	



	
Taxable on €9,000 × 80%


	
	
7,200





	
Less annual contribution


	
	
  (500)





	
Taxable BIK


	
	
  6,700





	
(5)


	
	



	
Business kilometers


	
	



	
From


	
To


	
	



	
        0


	
24,000 ×  92 =6,049

365


	
	





This amount is greater than business travel for the period, therefore:
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BIK

€56,000 × 7.56% = €4,234








	
	
€





	
As his wife is using the car while he is away, no foreign service relief is due.


	



	
Taxable BIK


	
4,234







(6) If an employee receives an electric company car, no charge to tax will arise in respect of that private use. The car has an original market value of €50,000 or less and the vehicle is All electric, this exemption applies. It is not available for hybrid engine cars.

It has been assumed that the ministerial order in relation to the proposed valuation of new motor vehicles has not yet been signed in 2022 for the purpose of this solution.

Solution 21.3: George Jones

Income tax computation for 2022











	
	
Notes


	
€


	
€





	
Schedule D: Case III


	
 (1)


	
	
Nil





	
Schedule D: Case IV


	
 (2)


	
	
700





	
Schedule E – salary


	
 (3)


	
84,000


	



	
– BIK car


	
 (4)


	
8,740


	



	
– BIK loan


	
 (5)


	
810


	



	
– BIK apartment


	
 (6)


	
23,400


	



	
Pension paid (less than 20%)


	
	
(4,000)


	
112,950





	
Schedule F dividends


	
 (7)


	
	
       930





	
Taxable income


	
	
	
114,580





	
Taxed as follows:


	
	
	



	
€36,800 @ 20%


	
	
	
7,360


	



	
 €700 @ 33%


	
	
	
231


	






	
€77,080 @ 40%


	
	
	
30,832


	
38,423





	
Non-refundable tax credits


	
	
	



	
Personal credit


	
	
1,700


	



	
PAYE credit


	
	
1,700


	



	
DIRT


	
	
     231


	
(3,631)





	
	
	
	
34,792





	
Refundable tax credits


	
	
	



	
Dividend withholding tax


	
(7)


	
232


	



	
PAYE


	
	
34,438


	
(34,670)





	
Income tax due


	
	
	
122







Notes

1. The interest on the special “long term” share account is exempt as it is less than the limit of €635. This provision applies only to accounts opened before 16 October 2013.








	
2.


	
€





	
Net interest


	
469





	
DIRT €469 × 33/67


	
231





	
Case IV


	
700














	
3.


	
€





	
Salary is €5,500 × 3 =


	
16,500





	
 €7,500 × 9 =


	
67,500





	
	
84,000







4. Business kilometres









	
From


	
 To





	
0
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€





	
BIK


	
€50,000 × 22.6% =


	
11,300





	
Less: 20% relief *


	
	
(2,260)





	
	
	
9,040





	
Less: Contribution


	
	
  (300)





	
Taxable BIK


	
	
 8,740







*George spends more than 70% of time travelling and business travel is greater than 8,000 km for the year.

For the purposes of this solution, it is assumed that the proposed valuation of new motor vehicles will not take effect until 2023.








	
5.


	
€





	
BIK – interest-free loan


	



	
Amount of loan


	
6,000





	
Deemed interest at a rate of 13.5%


	
  810





	
6.


	
€





	
BIK – rent-free apartment


	



	
Value of rent-free apartment – €2,500 × 9


	
22,500





	
Cleaning €100 × 9


	
   900





	
BIK


	
23,400





	
7.


	
€





	
Dividend income


	



	
Amount received net of DWT


	
698





	
DWT (€744 × 25/75)


	
232





	
Gross dividend taxable under Schedule F


	
930







8. No BIK on monthly bus ticket as it is a tax-free benefit.

9. George is chargeable to the USC on the unearned income and should submit a Form 12 to discharge the liability. However, he is not a chargeable person for income tax purposes as her net unearned income is less than €5,000 and the income is coded through her income tax credits He will not be required to file a Form 11 and he will not be chargeable to PRSI on her unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered a taxable person).

Solution 21.4: Alex Jenson

Income Tax Computation 2022










	
	
€


	
€


	



	
Income – Schedule E


	
	
	



	
Salary


	
	
35,000


	



	
Benefit in kind – car


	
	
1,800


	
 Note 1





	
Benefit in kind – rent


	
	
4,500


	
 Note 4





	
Benefit in kind – loan


	
	
750


	
 Note 2





	
Total income


	
	
42,050


	



	
Tax thereon:


	
	
	



	
€36,800 × 20%


	
 7,360


	
	



	
€5,250 × 40%


	
 2,100


	
	



	
Total tax


	
	
9,460


	














	
Less: non-refundable tax credits


	
	
	



	
	
	
	



	
Single tax credit


	
(1,700)


	
	



	
Employee tax credit


	
(1,700)


	
	



	
	
	
(3,400)


	



	
	
	
6,060


	



	
Less: refundable tax credits


	
	
	



	
 


	
 


	
 


	
 





	
PAYE paid


	
	
(6,600)


	



	
Net tax refundable


	
	
540


	





Tutorial notes:

Since 1 January 2004, all BIK should be accounted for through payroll as part of Schedule E. The above calculation is for information and technique purposes only.

Alex is chargeable to the USC on the unearned income and should submit a Form 12 to discharge the liability. However, he is not a chargeable person for income tax purposes as his net unearned income is less than €5,000 and the income is coded through the income tax credits He will not be required to file a Form 11 and will not be chargeable to PRSI on unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered a taxable person).








	
Note 1:


	



	
Car BIK calculation:


	
€





	
€30,000 × 6%


	
1,800





	
Despite the fact that Alex Jenson pays for private petrol no deduction is permitted since he does not make a monetary contribution to the employer.


	



	
Note 2:


	



	
Loan BIK calculation:


	



	
Interest paid of €93.75 at 1.5% > average loan of: = €93.75/0.015 = €6,250:


	



	
€6,250 × (13.5 % ‒ 1.5%) % =


	
750





	
Note 3:


	



	
Vouched business expenses are not taxable.


	



	
Note 4:


	



	
The general rule for rental BIK is market value × 8%. In this case, Alex would be assessed on €150,000 × 8% = €12,000. It is assumed, however, that he has received an auctioneer’s estimate that €4,500 is an annual rent likely to be obtained on the open market.


	





Solution 21.5: Shane Bradley

Income Tax Computation 2022











	
	
	
€


	
€


	



	
Income


	
	
	
	



	
	
Salary


	
	
50,000


	



	
	
Perquisite – gift voucher


	
	
7,000


	



	
	
Benefit in kind – car


	
	
13,000


	
Note 1





	
	
Benefit in kind – utilities


	
	
1,500


	



	
	
Benefit in kind – loan


	
	
 6,000


	
Note 2





	



	
Total income


	
	
77,500


	



	
Tax on


	
€45,800 × 20%


	
9,160


	
	



	
	
€31,700 × 40%


	
12,680


	
	



	
Total tax


	
€77,500


	
	
21,840


	















	
Less: non-refundable tax credits


	
	
	



	
	
Married tax credit


	
	
(3,400)


	



	
	
Employee credit


	
	
(1,700)


	



	
	
Home carer credit


	
	
(1,600)


	



	
	
Mortgage interest


	
	
       (0)


	



	
	



	
	
	
(6,700)





	
	
Tax liability


	
	
	
15,140





	
Less: refundable tax credits


	
	
	



	
	
PAYE


	
	
	
(16,000)





	
	
Tax Refund due


	
	
	
860





	
Note 1:


	
	
	



	
Car BIK calculation:


	
	
	



	
Category A: (€50,000 × 30%) ‒ €2,000


	
	
	
13,000





	
Note 2:


	
	
	



	
Loan BIK calculation:


	
	
	



	
Interest paid of €2,000 at 1%, loan of €200,000:


	
	
	



	
€200,000 × (4 – 1) % =


	
	
	
6,000







Note 3:

PRSI and USC – As an employee Shane is chargeable to the USC on the unearned income and should submit a Form 12 to discharge the liability. However, he is not a chargeable person for income tax purposes as his net unearned income is less than €5,000 and the income is coded through the income tax credits. He will not be required to file a Form 11 and will not be chargeable to PRSI on unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered a taxable person). 

Note 4:

Mortgage interest relief ended on 31 December 2020

Note 5:

Business expenses (subsistence), which conform to Revenue guidelines are not taxable.

Tutorial note:

Since 1 January 2004, all BIK should be accounted for through payroll as part of Schedule E. The above calculation is for information and technique purposes only.

Chapter 22: Termination Payments

Solution 22.1: Jane Peters

(a)   Tax-free termination payment

(i)     Basic Exemption:                       €

          €10,160 + (€765 × 15) = 21,635

(ii)    The Increased Basic Exemption is not available as the pension lump sum entitlement exceeds €10,000.

(iii)  Standard Capital Superannuation Benefit
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Maximum tax-free payment = €21,635

(b) Income Tax Liability for Jane Peters – 2022









	
Schedule E


	
€


	
€





	
Salary and BIK – O’Hare & Associates


	
	
34,000





	
Salary – Dublin company


	
	
3,500





	
Taxable termination payment (Note 1)


	
	
32,565





	
	
	
70,065





	
Income Tax





	
€36,800 @ 20%


	
7,360


	



	
€33,265 @ 40%


	
13,306


	
20,666





	
Tax Credits 





	
Single 


	
1,700


	
 





	
Employee credit 


	
1,700


	
(3,400)





	
	
	
17,266





	
Tax paid





	
PAYE – O’Hare & Associates


	
5,000


	



	
PAYE – Dublin company


	
   900


	
(5,900)





	
Tax liability 


	
	
 11,366







Note 1:








	
Taxable elements of redundancy package are as follows:


	
€





	
Pay in lieu of notice


	
2,200





	
Company car


	
17,000





	
Compensation payment


	
 35,000





	
	
54,200





	
Exempt amount


	
(21,635)





	
Taxable


	
  32,565







The statutory redundancy payment of €4,000 is exempt from tax. The company car transfers at market value.

If the pay in lieu of notice was provided for in the employee’s employment contract, it would not be treated as part of the termination payment and would be taxable under the normal Schedule E rules.

Solution 22.2: Leo and Louise Leonard

Income Tax Computation for Leo and Louise Leonard for 2022









	
	
€


	
€





	
Case III – UK dividend


	
	
500





	
Case IV – Interest (€737 × 100/67) 


	
	
1,100





	
Schedule E


	
	



	
Pension – Louise


	
15,000


	



	
Salary to 30/9


	
48,000


	



	
Preferential loan (note 1)


	
3,645


	



	
Company car (note 2)


	
4,039


	



	
Lump sum (note 3)


	
31,167


	



	
Pension – Leo


	
8,000


	
109,851





	
Gross income 


	
	
111,451





	
Less covenant (note 5) 


	
	
 (5,000)





	
Taxable income


	
	
106,451





	
 €45,800 × 20% (note 7)


	
9,160


	



	
 €15,000 × 20%


	
3,000


	



	
  €1,100   × 33%


	
363


	



	
 €44,551    × 40%


	
17,820


	
30,343





	
€106,451


	
	













	
	
	



	
Less: non-refundable tax credits:


	
	



	
	
	



	
 Personal tax credit


	
3,400


	



	
 Employee tax credit (both)


	
3,400


	



	
 DIRT credit


	
363


	



	
 Age tax credit


	
490


	



	
 Medical expenses (note 6)


	
      62


	
(7,715)





	
	
	
22,628





	
 Add: Tax deducted on payment of covenant (Note 5)


	
	
 1,000





	
	
	
23,628





	
Less: refundable tax credits:


	
	



	
	
	



	
Deduct: PAYE deducted from salary


	
21,000


	



	
PAYE deducted from pension


	
1,500


	



	
PAYE deducted from Louise pension


	
3,000


	



	
	
	
(25,500)





	
Income tax refund due


	
	
  (1,872)







PRSI and USC – Leo and Louise are separately chargeable to the USC on the unearned income and should submit a Form 12 to discharge the liability. However, neither is a chargeable person for income tax purposes as each has no net unearned income is less than €5,000 and the income is coded through their income tax credits they will therefore not be required to file a Form 11 and not be chargeable to PRSI on her unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered a taxable person).

Notes:

1.	Preferential loan 

	€36,000 × 13.5% × 9/12 = €3,645

2.	Company car 
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3.  Termination payment


	
€





	
Ex gratia lump sum


	
55,000





	
Car


	
  6,000





	
Total


	
61,000





	
Basic exemption


	



	
€10,160 + (€765 × 10) = €17,810


	





	Increased basic exemption:

	€17,810 + (€10,000 – €7,500) = €20,310

	SCSB

	(€56,000 + 10/15) – €7,500 = €29,833

	As the SCSB is greater, then this amount is tax free and €31,167 (€61,000 – €29,833) is subject to taxation.

4.	Free canteen meals are not taxable as the canteen is available to all staff.

5.	The covenant is fully deductible as his mother is permanently incapacitated. 

	The income tax of €5,000 × 20% must be paid over to Revenue.









	
6.  Medical Expense Claim


	
€


	
€ 





	
Total expenses not reimbursed


	
	
570 (€790 – €220)





	
Disallow: routine dental


	
(155)


	



	
 routine ophthalmic


	
(105) 


	
(260)





	
Allowable


	
	
310





	
Tax credit @ 20%


	
	
    62







7. Tax bands:

	Where a married couple has one income, the standard rate band is €45,800. Where there are two incomes, this is increased by €1 for each €1 of income that the second spouse has, up to a maximum of €27,800. Therefore, the maximum for a two-income married couple is €73,600. As Louise has income of €15,000, the standard rate band is increased by that in this instance.

Solution 22.3: John Smith

Tax-free termination payment

(i)	Basic Exemption

	€10,160 + (€765 × 32) = €34,640

(ii)	The increased Basic Exemption is not available as the tax free pension lump sum entitlement exceeds €10,000

(iii)	Standard Capital Superannuation Benefit (SCSB)
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Since the SCSB calculation gives the higher figure this will be used as the tax-free amount.

However, the exemption available in respect of termination payments is restricted to a lifetime limit of €200,000.

Taxable elements of redundancy package are as follows:










	
	
€





	
Compensation payment


	
390,000





	
Company car


	
40,000





	
Office furniture


	
7,125





	
Loan written off


	
17,000





	
Pay in lieu of notice (Note 1)


	
12,500





	
Holiday pay (Note 2) 


	
             –





	
Total taxable redundancy package


	
466,625





	
Less tax-free amount


	
(200,000)





	
Net taxable amount 


	
266,625







Note 1: If the pay in lieu of notice was provided for in the employee’s employment contract, it would not be treated as part of termination payments but would be taxable under normal Schedule E rules.

Note 2: Holiday pay does not form part of a redundancy package and is taxable as “normal” pay.

Chapter 23: Operation of PAYE\PRSI System

Solution 23.1: David McGann

(1) Calculation of net wages:

(a) Calculation of PAYE











	
	
	
1/07/2022


	
	
8/07/2022





	
	
	
€


	
	
€





	
Gross pay


	
To start of week


	
14,040 


	
	
14,300





	
	
Pay this week


	
     260


	
	
     390





	
	
	
14,300 


	
	
14,690





	
SRCOP


	
€36,800/52 × 28 weeks = 


	
19,815


	
29 weeks =


	
20,523





	
	
€14,300 @ 20%


	
2,860.00 


	
€14,690 @ 20%


	
2,938.00





	
	
€0 @ 40%


	
–


	
€0 @ 40% = 


	
–





	
Gross Tax YTD


	
	
2,860.00 


	
	
2,938.00





	
Tax credits


	
€3,400/52*28 weeks =


	
(1,830.77) 


	
29 weeks =


	
(1,896.15)





	
Tax Due YTD


	
	
1,029.23 


	
	
1,041.85





	
Tax paid YTD


	
	
(1,094.58)


	
	
(1,029.23)





	
PAYE charge (credit) this period


	
	
     (65.35)


	
	
12.62







(b) Calculation of employee PRSI:









	
1/07/2022


	
PRSI


	
€260 @ 0% (earnings < €352/week).





	
8/07/2022


	
PRSI


	
€390 @ 4%                    = €15.60





	
	
Less PRSI Credit


	
€12 − (390 – 352.01)/6 = €5.67





	
	
	
                                            €9.93







(c) Calculation of USC











	
	
	
1/7/2022


	
	
8/07/2022





	
	
	
€


	
	
€





	
YTD Gross Pay


	
	
14,300


	
	
14,690





	
0.5% band


	
€12,012/52* × 28 wks = €6,468


	
32.34


	
€12,012/52 × 29 wks = €6,699


	
33.50





	
2% band


	
€9,283/52 × 28 wks =€4,999


	
99.97


	
€9,283/52 × 29 wks = €5,177


	
103.54





	
4.5% band


	
€14,300 − €6,468 − €4,999

= €2,833


	
127.49


	
€14,690 − €6,699 − €5,177

= €2,814


	
126.63





	
	
	
          


	
	
           





	
Due 


	
	
259.80


	
	
263.67





	
Less Paid


	
	
(269.71)


	
	
(259.80)





	
Payable (Credit)


	
	
  (9.91)


	
	
     3.87















	
(d) Net pay:


	
	



	
1/07/2022: €260 + €65.34 – €0 + €9.91 = €335.25





	
8/07/2022: €390 – €12.62 – €9.93 – €3.87 = €363.58







(2) Calculation of employer PRSI:











	
	
€


	
	
	
€





	
1/07/2022


	
260.00


	
	
 8.8% 


	
22.88





	
8/07/2022


	
390.00


	
	
 8.8% 


	
34.32







(3) Due date for payment of PAYE/PRSI to Collector General is 14 August 2022. Where ROS is used, the payment date is extended to the 23rd of a month.


10 CAPITAL GAINS TAX SOLUTIONS

Chapter 25: Computation of Gain or Loss

Solution 25.1: June Molloy

Capital Gains Tax Liability 2022

1. The disposal of a wasting chattel does not give rise to a charge to Capital Gains Tax.

2. As this is the disposal of a non-wasting asset for less than the proceeds limit of €2,540, it is exempt.

3.	Gains on disposal of Government securities are exempt.

4.	Antique bureau








	
 


	
€





	
Proceeds


	
2,800





	
Cost: €1,000


	
 





	
Index 1996/97 − 2022 €1,000 × 1.251


	
(1,251)





	
Gain


	
1,549





	
	



	
Marginal relief: Max tax is 50% × (€2,800 – €2,540) =


	
130







	Whether June will claim marginal relief depends on whether it will save her tax. If she has to pay tax on €1,549 it will amount to €511 (€1,549 × 33%) – therefore she would claim marginal relief. However, if she did not have to pay tax on all of €1,549, due to the annual exemption, then she may not claim marginal relief. As you can see in the computation at the end, the annual exemption is claimed against the gain on the van, and therefore marginal relief is claimed.

5. Van

	Disposals of wasting assets are exempt except where an asset has qualified for capital allowances. In this case 25% is exempt. The balance of 75% is taxable.








	
 


	
€





	
Proceeds


	
8,000





	
Cost: €5,000


	
 





	
No indexation 


	
(5,000)





	
Gain


	
3,000





	
Less exempt €3,000 × 25%


	
   (750)





	
Taxable gain


	
   2,250
















	
Capital Gains Tax computation


	
€





	
Gain on van


	
2,250





	
Annual exemption


	
(1,270)





	
Subject to C.G.T.


	
980





	
CGT @ 33%


	
323





	
Add CGT re: antique bureau


	
 130





	
Total CGT


	
 453







Solution 25.2: Joseph Sweetman

Capital Gains Tax 2022

Disposal of investment property












	
 


	
 


	
€


	
€





	
 


	
Sales proceeds


	
 


	
45,000





	
Deduct:


	
 


	
 


	
 





	
 


	
Cost price in 1988/89


	
55,000


	
 





	
 


	
Indexed @


	
1.553


	
(85,415)





	
 


	
“Loss”


	
 


	
(40,415)





	
 


	
Allowable Loss (€55,000 – €45,000)


	
 


	
(€10,000)







Disposal of Shares to brother










	
 


	
 


	
 


	
€





	
 


	
Sales proceeds (market value @ date of transfer)


	
 


	
16,000





	
Deduct:


	
 


	
 


	
 





	
 


	
Cost price in 1992/93


	
11,000


	
 





	
 


	
Indexed @


	
1.356


	
(14,916)





	
 


	
Chargeable Gain


	
 


	
1,084





	
 


	
Overall Loss (€10,000 – €1,084)


	
 


	
(8,916)







Utilisation of Loss

This loss may be set-off against Chargeable Gains arising in the three years of assessment preceding 2022 starting with 2021.

Summary of Chargeable Gains in preceding three years










	
Year


	
Gain/(Loss)


	
Losses Forward


	
Net Gain/(Loss)





	
	
	
	



	
2019


	
(€1,000)


	
€5,000 (from 2017)


	
Nil





	
2020


	
€10,500


	
€6,000 (2017 and 2018)


	
€4,500





	
2021


	
€5,000


	
Nil


	
€5,000







The loss from 2022 can be offset as follows:









	
Year


	
Set-off


	
Balance of 2022 loss





	
 


	
€


	
€





	
2021


	
5,000


	
3,916





	
2020


	
3,916


	
Nil







This will give rise

• to a repayment of any tax paid in 2021 on the gain of €5,000, and

• the liability for 2020 will be recalculated to reflect the net gain after set-off of losses of just €584 (i.e., €4,500 – €3,916).

All of the 2022 loss has been used.

Solution 25.3: Peter and Mary Jones









	
 


	
 


	
€





	
(1)


	
Van – Sale Proceeds


	
15,000





	
 


	
Even though it is a wasting asset, it is still


	
 





	
 


	
chargeable as it has qualified for capital allowances


	
 





	
 


	
Cost – Feb 2004:


	
 





	
 


	
No Indexation


	
(14,000)





	
 


	
Chargeable Gain


	
1,000

















	
 


	
 


	
€





	
(2)


	
Property – Sale Proceeds


	
108,000





	
 


	
Less: Legal and Auctioneering Costs


	
(3,800)





	
 


	
 


	
104,200





	
 


	
Cost – March 1999: Indexation 1998/99 – 2022


	
 





	
 


	
 €75,000 × 1.212 =


	
(90,900)





	
 


	
 Chargeable Gain


	
13,300







(3)	These are wasting assets that are personal property – they are therefore exempt from CGT

(4)	This is a wasting asset that is personal property – it is therefore exempt from CGT









	
 


	
 


	
€





	
(5)


	
Apartment – Market value (gift)


	
380,000





	
 


	
Less: Market value at May 2016


	
(300,000)





	
 


	
Gain


	
80,000
















	
 


	
€





	
Capital Gains Tax computation


	
 





	
Van


	
1,000





	
Property


	
13,300





	
Apartment


	
80,000





	
Total gains of Peter


	
94,300





	
Less: annual exemption (only Peter has gains)


	
(1,270)





	
 


	
93,030





	
	



	
CGT @ 33%


	
30,700







Solution 25.4: Noel Clarke

Antique ring











	
 


	
€


	
€





	
Proceeds


	
 


	
2,650





	
Cost July 1999


	
400


	
 





	
Index 1999/00 – 2022


	
1.193


	
 





	
Indexed cost


	
 


	
(477)





	
Gain


	
 


	
2,173







Marginal relief may be available. This is calculated when all the gains have been calculated – see below.

Antique vase









	
 


	
€


	
€





	
Proceeds


	
 


	
10,000





	
Less Cost (part disposal rule applies)


	
 


	
 





	
  [image: ]


	
2,500


	



	
Index 1998/99 – 2022


	
1.212


	
 





	
Indexed cost


	
 


	
(3,030)





	
Gain


	
 


	
6,970







Government stock – gain is exempt.

Shares in SET Ltd









	
 


	
€


	
€





	
Proceeds


	
 


	
20,000





	
Less Cost (part disposal rule applies)
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18,000


	
 





	
Index 1996/97 – 2021


	
1.251


	
 





	
Indexed cost


	
 


	
(22,518)





	
“Loss”


	
 


	
(2,518)





	
There is an actual gain – no gain/no loss


	
 


	
 







Marginal relief re: ring: As the gains on assets other than the ring exceed the losses and the annual exemption, the gain on the ring would be taxable at 33%, if marginal relief is not availed of, i.e., €2,173 × 33% = €717. If marginal relief is claimed the CGT on the ring would be ½ (Proceeds – €2,540) i.e. ½ (€2,650 – €2,540) = €55. Therefore, marginal relief should be claimed.

Capital Gains Tax computation








	
 


	
€





	
Gain on vase


	
6,970





	
Loss forward


	
(1,000)





	
 


	
5,970





	
Annual Exemption


	
(1,270)





	
 


	
 4,700





	
	



	
Capital Gains Tax €4,700 @ 33% =


	
1,551





	
Add: CGT on ring (Marginal relief)


	
    55





	
CGT


	
  1,606







Solution 25.5: Jack White

Jack White is Irish resident but non-Irish domiciled for tax purposes. Therefore, he is liable to Irish CGT on Irish gains as they arise and on foreign gains (i.e. those arising on disposals of assets located outside Ireland) to the extent that the proceeds of such disposals are remitted/ transferred to Ireland. Should Jack transfer the proceeds from the sale of an asset situated outside the state, to his spouse/civil partner and such amounts are subsequently remitted to Ireland, then Jack will be treated as having received the gain in Ireland and will be liable to Irish capital gains tax.

As Jack remitted the proceeds to Ireland, he is liable to Irish CGT on chargeable gains accruing on the disposal of his US and UK shares.









	
Disposal of Irish Bank Plc Shares:


	
€


	
€





	
Sales proceeds (January 2022)


	
 


	
5,000





	
Less:


	
 


	
 





	
Cost


	
6,000


	
(6,000)





	
No Indexation


	
	
 





	
Capital Loss


	
 


	
(1,000)















	
Disposal of US Software Inc. Shares:


	
€


	
€





	
Sales proceeds (February 2022)


	
	
11,000





	
Less:


	
 


	
 





	
Cost


	
10,750


	
(10,750) 





	
No Indexation


	
	
 





	
Gain


	
 


	
  250















	
Disposal of Walsh Property Plc (UK):


	
€


	
€





	
Sales proceeds (February 2022)


	
 


	
30,000





	
Less:


	
 


	
  





	
Cost


	
25,000


	
(25,000) 





	
No Indexation


	
	
 





	
Gain


	
 


	
        5,000















	
Disposal of US Trading Co. Shares:


	
€


	
€





	
Sales proceeds (March 2022)


	
 


	
15,000





	
Less:


	
 


	
 





	
Cost


	
10,000


	
(10,000) 





	
No Indexation


	
	
 





	
Gain


	
 


	
     5,000















	
Disposal of Irish Manufacturing Co. Shares:


	
€


	
€





	
	
	



	
Sales proceeds (March 2022)


	
 


	
40,000





	
Less:


	
 


	
 





	
Cost


	
20,000


	
 





	
No Indexation


	
	
(20,000)





	
Gain


	
 


	
   20,000














	
 


	
€





	
Total Gains (€250 + €5,000 + €5,000 + €20,000)


	
30,250





	
Less: Capital Loss


	
(1,000)





	
 


	
29,250





	
Less Annual Exemption


	
(1,270)





	
 


	
27,980





	
CGT @ 33%


	
   9,233







Solution 25.6: John Murphy











	
 


	
€


	
€





	
Sales proceeds


	
 


	
250,000





	
Less – legal fees


	
 


	
(3,500)





	
  – estate agent’s fees


	
 


	
 (4,200)





	
 


	
 


	
242,300





	
Less:


	
	



	
Cost


	
2,714*


	



	
Indexation Factor


	
7.528


	
(20,431)





	
Enhancement Expenditure


	
7,143**


	



	
Indexation Factor


	
3.742


	
(26,729)





	
 


	
 


	
195,140





	
Less: Annual exemption


	
 


	
(1,270)





	
Gain


	
 


	
193,870





	
CGT @ 33%


	
 


	
63,977







John must include details of the disposal of the property on his 2022 tax return which is due to be filed no later than 31 October 2023.

John is due to pay his CGT liability of €63,977 by 15 December 2022.

The base cost of the property for subsequent disposals of the retained interest in the property is €1,086 (€3,800 – €2,714).

The enhancement expenditure attributable to subsequent disposals of the retained interest in the property is €2,857 (€10,000 – €7,143).

Notes:

The cost of the property is its market value at 6 April 1974 as it is deemed to have been disposed of and immediately reacquired at 6 April 1974.

The expenses incurred on acquisition of the property are not added to the market value at 6 April 1974 on the basis that they are already deemed to be included therein.
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Solution 25.7: Michael Barry

1.	Holiday home












	
 


	
 


	
€


	
€





	
Sale Proceeds


	
 


	
 


	
170,000





	
Deduct:


	
Deemed Cost (M.V. @ 6.4.74)


	
10,000


	
 





	
 


	
Indexed 1974/75 – 2022


	
 


	
 





	
 


	
Indexed @ 7.528


	
 


	
(75,280)





	
 


	
Gain


	
 


	
94,720







2.	Shares












	
 


	
 


	
€


	
€





	
Sale Proceeds


	
 


	
 


	
12,700





	
Deduct:


	
Allowable Cost


	
3,000


	
 





	
 


	
Indexed 1981/82 – 2022


	
 


	
 





	
 


	
Indexed @ 2.678


	
 


	
(8,034)





	
 


	
Gain


	
 


	
4,666







3.	Antique ring










	
 


	
 


	
€


	
€





	
Sale Proceeds


	
 


	
 


	
5,100





	
Deduct:


	
Allowable Cost


	
2,000


	
 





	
 


	
Indexed 1980/81 – 2022


	
 


	
 





	
 


	
Indexed @ 3.240


	
 


	
(6,480)





	
 


	
“Loss”


	
 


	
(1,380)

















	
Computation of monetary gain


	
€





	
 


	
Allowable Cost


	
2,000





	
 


	
Sale Proceeds


	
5,100





	
 


	
Actual Gain


	
3,100







	Remember, indexation cannot operate so as to turn an actual monetary gain into an allowable loss. As there is an actual gain and there is a loss due to indexation, this disposal is treated as triggering neither a gain nor a loss i.e., no gain/no loss.

4.	Let property








	
 


	
€





	
Sales Proceeds


	
320,000





	
Allowable Cost (no indexation – acquired 2014)


	
 





	
 


	
(250,000)





	
Gain


	
     70,000







Michael Barry








	
Capital gains tax computation 2022


	



	
 


	
€





	
Gain on holiday home


	
94,720





	
Gain on shares


	
4,666





	
Gain on let property


	
70,000





	
Total gains


	
169,386





	
Less: annual exemption


	
 (1,270) 





	
 


	
168,116





	
CGT @ 33%


	
55,478







Solution 25.8: Shane and Eileen Finn

Eileen

(a) Sale of shares











	
 


	
€


	
€





	
Proceeds


	
 


	
60,000





	
Less: Selling costs


	
 


	
   (350)





	
 


	
 


	
59,650





	
Cost of shares


	
30,000


	



	
Plus incidental costs of acquisition €300 + €200


	
     500


	
 





	
 


	
30,500


	
 





	
Indexation 1995/96 – 2022 @ 1.277


	
 


	
(38,948)





	
Gain


	
 


	
  20,702







(b)	Sale of house









	
 


	
€


	
€





	
Proceeds


	
 


	
500,000





	
Less: legal fees


	
 


	
 (5,000)





	
 


	
 


	
495,000





	
Cost of house


	
350,000


	



	
Plus incidental costs of acquisition


	
  25,000


	
 





	
 


	
375,000


	
 





	
Indexation 2000/01 – 2022 @ 1.144


	
 


	
(429,000)





	
Gain


	
 


	
    66,000







Shane

(a)	Sale of shares











	
 


	
€


	
€





	
Proceeds


	
 


	
33,000





	
Less: Selling costs


	
 


	
 (300)





	
 


	
 


	
32,700





	
Cost of shares


	
30,000


	



	
Plus incidental costs of acquisition


	
     400


	
 





	
 


	
30,400


	
 





	
Indexation 1998/99 – 2022 @ 1.212


	
 


	
(36,845)





	
“Loss”


	
 


	
  (4,145)







	As there actually was a gain on disposal, this is treated as “no gain/no loss”.

	 (b)	Sale of apartment









	
 


	
€


	
€





	
Net proceeds


	
 


	
324,000





	
Cost of apartment


	
300,000


	
 





	
Plus incidental costs of acquisition


	
  23,000


	
 





	
 


	
 


	
(323,000)





	
no indexation – acquired 2015


	
 


	
 





	
Gain


	
 


	
       1,000















	
 


	
Capital Gains Tax computation 2022


	
 





	
 


	
 


	
€





	
Eileen


	
Gain on shares


	
20,702





	
 


	
Gain on house


	
66,000





	
 


	
 


	
86,702





	
 


	
Less: annual exemption


	
(1,270)





	
 


	
 


	
85,432





	
 


	
CGT @ 33%


	
28,193





	
Shane


	
Gain on apartment


	
1,000





	
 


	
Less: annual exemption (Note)


	
(1,000)





	
 


	
 


	
       Nil





	
 


	
CGT @ 33%


	
      Nil







Note:

As Shane cannot utilise his full annual exemption of €1,270, the balance of €270 is lost, i.e., it cannot be transferred to his wife Eileen and it cannot be carried forward by him for offset against gains in future years.

Solution 25.9: Simon and Ella Finlay

Gift to spouse is exempt from CGT

Sale of ring to brother

This is a sale to a connected person. Therefore, one must use market value.








	
 


	
€





	
Market value


	
8,000





	
Cost


	
(15,000)





	
Loss


	
  (7,000)







As there is loss on disposal there is no indexation relief available.

As this is a loss on a disposal to a connected person, the loss is only available for offset against a gain on disposal of an asset to that person. As there is no such disposal in 2022, the loss cannot be used in 2022, however, it can be carried forward for offset against future gains relating to the same connected person.










	
Sale of holiday home


	
 


	
 


	
 





	
	
	
	



	
	
€


	
€


	
€





	
Proceeds


	
 


	
 


	
500,000





	
Costs of disposal


	
 


	
 


	
 (7,000)





	
Net proceeds


	
 


	
 


	
493,000





	
	
	
	



	
Cost May 1992


	
40,000


	
	



	
Incidental costs of acquisition


	
  1,000


	
 


	
 





	
Total cost


	
41,000


	
 


	
 





	
Index 1992/93 – 2022


	
1.356


	
 


	
 





	
Indexed cost


	
 


	
55,596


	
 





	
Enhancement expenditure June 1998


	
25,000


	
 


	
 





	
Index 1998/99 – 2022


	
1.212


	
30,300


	
 





	
Indexed cost


	
 


	
 


	
 





	
Enhancement expenditure December 2015


	
 


	
37,000


	
(122,896)





	
No indexation due


	
 


	
 


	
 





	
Gain


	
 


	
 


	
370,104





	
Sale of shares


	
 


	
 


	
 





	
 


	
€


	
€


	
€





	
Proceeds


	
 


	
 


	
13,000





	
Costs of disposal


	
 


	
 


	
 (200)





	
Net proceeds


	
 


	
 


	
12,800





	
	
	
	



	
Cost June 1999


	
20,000


	
	



	
Incidental costs of acquisition


	
     300


	
 


	
(20,300)





	
Loss (There is no indexation, as there is a loss)


	
 


	
 


	
  (7,500)





	
Sale of shop


	
 


	
 


	
 





	
 


	
€


	
€


	
€





	
Proceeds


	
 


	
 


	
900,000





	
Costs of disposal


	
 


	
 


	
(15,000)





	
Net proceeds


	
 


	
 


	
885,000





	
	
	
	



	
Cost August 1999


	
600,000


	
	



	
Index 1999/00 – 2022


	
1.193


	
 


	
 





	
Indexed cost


	
 


	
715,800


	
 





	
	
€


	
€


	
€





	
Enhancement expenditure May 2001


	
100,000


	
 


	
 





	
Index 2001 – 2022


	
1.087


	
108,700


	
 





	
Indexed cost


	
 


	
 


	
(824,500)





	
Gain


	
 


	
 


	
     60,500







Capital Gains Tax computation 2022










	
 


	
€





	
Gain on holiday home


	
370,104





	
Gain on shop


	
  60,500





	
 


	
430,604





	
Loss


	
  (7,500)





	
 


	
423,104





	
Less: annual exemption (each had gains in excess of €1,270)


	
  (2,540)





	
 


	
420,564





	
CGT @ 33%


	
138,786







 Chapter 26: Advanced Computational Issues

Solution 26.1: Mr White

The first disposal is a gift of land and is deemed to occur at market value.

Deemed consideration = €15,000. As the provisions dealing with development land do not apply, all of the cost and enhancement expenditure can be indexed.

Gift to daughter











	
 


	
 


	
€





	
Consideration


	
 


	
15,000





	
Less cost


	
 


	
 





	
 


	
Cost €2,000


	
 





	
 


	
Indexed 1979/80 – 2022


	
 





	
 


	
Indexed @ 3.742


	
(7,484)





	
Enhancement Expenditure


	
 


	
 





	
 


	
Expenditure €700


	
 





	
 


	
Indexed 1981/82 – 2022


	
 





	
 


	
Indexed @ 2.678


	
(1,875)





	
 


	
Gain


	
   5,641







Sale of development land











	
 


	
 


	
€





	
Consideration


	
 


	
2,000,000





	
Less Cost June 1999


	
 


	
 





	
 


	
Current Use Value = €120,000


	
 





	
 


	
Indexed 1999/00 – 2022


	
 





	
 


	
Indexed @ 1.193


	
(143,160)





	
 


	
Balance of Cost €500,000 – €120,000


	
(380,000)





	
	
Gain


	
1,476,840







Sale of farm











	
 


	
 


	
€





	
Consideration


	
 


	
250,000





	
Cost (only half sold). Not development land – index cost
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Indexed 1988/89 – 2022


	
 





	
 


	
Indexed @ 1.553


	
(19,413)





	
	
Gain


	
230,587















	
 


	
Development land gains


	
Other gains





	
 


	
€


	
€





	
Disposal to child


	
– 


	
5,641





	
Disposal to property developer


	
1,476,840


	
– 





	
Disposal of farm


	
       –       


	
230,587





	
Total


	
1,476,840


	
236,228





	
Loss forward (note)


	
       –       


	
(236,228)





	
Liable to CGT


	
1,476,840


	
          Nil





	
Less annual exemption


	
    (1,270)


	
 





	
 


	
1,475,570


	
 





	
CGT @ 33%


	
   486,938


	
 







Note: the loss forward can only be offset against other gains, not development land gains. The unutilised loss of €13,772 (€250,000 – €236,228) may be carried forward to 2023.

Solution 26.2: Mary Breen

(1) ASD Ltd

History













	
 


	
 


	
Jan.’95


	
 


	
July.’97


	
	



	
 


	
No.


	
Cost


	
E.E.*


	
No.


	
Cost


	
E.E.*





	
 


	
 


	
€


	
€


	
 


	
€


	
€





	
Purchase


	
2,000


	
8,000


	
   –   


	
 


	
 


	
 





	
Purchase


	
   –   


	
   –   


	
   –   


	
1,000


	
3,500


	
   –   





	
Balance


	
2,000


	
8,000


	
   –   


	
1,000


	
3,500


	
   –   





	
Bonus Issue


	
2,000


	
   –   


	
   –   


	
1,000


	
   –   


	
   –   





	
Balance


	
4,000


	
8,000


	
   –   


	
2,000


	
3,500


	
   –   





	
Rights Issue


	
1,000


	
   –   


	
2,000


	
500


	
   –   


	
1,000





	
Balance


	
5,000


	
8,000


	
2,000


	
2,500


	
3,500


	
1,000





	
Sold 2001


	
(4,000)


	
(6,400)**


	
(1,600)**


	
   –   


	
   –   


	
   –   





	
Balance after sale


	
1,000


	
1,600


	
400


	
2,500


	
3,500


	
1,000





	
Sold 2022***


	
(1,000)


	
(1,600)


	
(400)


	
(500)


	
(700)


	
(200)





	
Balance after sale


	
nil


	
nil


	
nil


	
2,000


	
2,800


	
800







* Enhancement expenditure.

** Shares are sold on a FIFO basis. Therefore the 4,000 shares sold in 2001 were from the January 1995 holding. As this holding comprised 5,000 shares, there was a part disposal of 4/5ths of the holding, i.e., 4/5ths of the cost and 4/5ths of the enhancement expenditure.

***Shares are sold on a FIFO basis. Therefore the 1,500 shares sold in 2022 were from the January 1995 holding firstly, (i.e., 1,000) and the balance of 500 were from the July 1997 holding. As this holding comprised 2,500 shares, 1/5th of the cost and 1/5th of the enhancement expenditure relates to this sale.

Computation of gains for 2022

Jan 1995 holding











	
 


	
 


	
€


	
€


	
€





	
Proceeds (1,000 shares from Jan 1995 holding) @ €10 per share


	
 


	
 


	
10,000





	
Deduct:


	
 


	
 


	
 


	
 





	
 


	
Cost in 1994/95


	
1,600


	
 


	
 





	
 


	
Index 1994/95 – 2022


	
 


	
 


	
 





	
 


	
Indexed @


	
1.309


	
(2,094)


	
 





	
	
	
	
	



	
 


	
Enhancement Exp 99/00


	
   400


	
 


	
 





	
 


	
Indexed 1999/00 – 2022


	
 


	
 


	
 





	
 


	
Indexed @


	
1.193


	
   (477)


	
(2,571)





	
 


	
Gain:


	
 


	
 


	
7,429







July 1997 holding













	
 


	
 


	
€


	
€


	
€





	
Proceeds (500 shares from July 1997 holding) @ €10 per share


	
 


	
 


	
5,000





	
Deduct:


	
 


	
 


	
 


	
 





	
 


	
Cost in 1997/98


	
700


	
 


	
 





	
 


	
Index 1997/98 – 2022


	
 


	
 


	
 





	
 


	
Indexed @


	
1.232


	
(862)


	
 





	
	
	
	
	



	
	
Enhancement Exp 99/00


	
200


	
	



	
 


	
Indexed 1999/00 – 2022


	
 


	
 


	
 





	
 


	
Indexed @


	
1.193


	
(239)


	
(1,101)





	
 


	
Gain:


	
 


	
 


	
3,899







Capital Gains Tax Computation for 2022








	
 


	
€





	
Gain on Jan 1995 holding


	
7,429





	
Gain on July 1997 holding


	
3,899





	
 


	
11,328





	
Less: annual exemption


	
(1,270)





	
 


	
10,058





	
CGT @ 33%


	
3,319







(2) Shares still owned

After the 2022 disposal, she owns 2,000 shares. These shares cost €2,800 and the related enhancement expenditure is €800.

Solution 26.3: Mr Black

i.	The disposal is a gift of land and is deemed to occur at market value.

Deemed consideration = €34,000. As the market value of the land exceeds its current use value and the consideration is more than €19,050, the provisions dealing with development land apply.

Disposal to daughter









	
 


	
 


	
€





	
Consideration


	
 


	
34,000





	
Less cost


	
 


	
 





	
Current use value (notes 1 and 2)

[image: ]


	
 





	
 


	
	
€ 





	
 


	
Indexed 1978/79 – 2021


	
 





	
 


	
Indexed @ 4.148


	
(11,038)





	
Development value is €90,000 – €40,000 = €50,000


	
 





	
But only part of the land is sold


	
 





	
 


	
 


	
(3,327)





	
 


	
no indexation (note 1)


	
 





	
Enhancement Expenditure


	
 





	
 


	
[image: ]


	
(1,331)





	
 


	
no indexation (note 3)


	
 





	
 


	
Gain


	
18,304





	
 


	
Less: annual exemption


	
(1,270)





	
 


	
 


	
17,034





	
 


	
CGT @ 33%


	
5,621







Note 1:

This is a disposal of development land. Therefore, only the current use value of the land may be indexed. The balance of the cost is deductible, but it cannot be indexed.

Note 2:

This is a part disposal. Therefore, the part of the cost (both current use value and development value) and enhancement expenditure which relates to this disposal is

[image: ]

Note 3:

As this is a disposal of development land, there is no indexation of enhancement expenditure.

ii.	The main restrictions in the context of development land are as follows:

•	The development value or hope value of the land does not qualify for indexation relief.

•	Enhancement expenditure does not qualify for indexation relief.

•	A loss arising on the disposal of a non-development land asset cannot be offset against a gain on development land. A loss arising on development land can be offset against other capital gains.

•	Full principal private residence relief is not available where the property is development land.

•	There are restrictions on the availability of rollover relief in respect of disposals of development land. However, this matter is much less significant in view of the termination of rollover relief provided for in Finance Act 2003.

Solution 26.4: June Norton

Disposal of shares in DEF Ltd








	
 


	
€





	
Proceeds


	
135,000





	
Less disposal costs


	
 (2,000)





	
Net proceeds


	
133,000





	
Cost (when husband originally acquired them)


	
 





	
€20,000 in 1993/94


	
 





	
Indexed 1993/94 – 2022 €20,000 @ 1.331


	
(26,620)





	
Gain


	
106,380







Disposal of shares in HIJ Ltd








	
 


	
€





	
Proceeds


	
99,000





	
Less disposal costs


	
(3,000)





	
Net proceeds


	
96,000





	
Cost (husband died – assets always transfer to the beneficiary at market value at the date of death)


	
 





	
€92,000 in 2010


	
 





	
No indexation


	
(92,000)





	
Gain


	
4,000







Sale of apartment










	
 


	
€





	
Proceeds


	
500,000





	
Less disposal costs


	
(4,000)





	
Net proceeds


	
496,000





	
Cost (father died 2016 – assets always transfer to the beneficiary at market value at the date of death)


	
(400,000)





	
No indexation – acquired 2016


	
 





	
Gain


	
96,000







Sale of land to Jack









	
 


	
 


	
€





	
Market value (disposal to connected person)


	
 


	
1,050,000





	
Cost (mother died – assets always transfer to the beneficiary at market value at the date of death)


	
€


	
 





	
 


	
800,000


	
 





	
Incidental costs of acquisition


	
    5,000


	
 





	
Cost


	
805,000


	
 





	
Indexation 1997/98 – 2022 @ 1.232


	
 


	
 





	
Index €805,000 @ 1.232


	
 


	
(991,760)





	
Gain


	
 


	
     58,240







Sale of boat

As this is a wasting chattel that has not qualified for capital allowances, it is exempt from CGT








	
Capital Gains Tax Computation 2022


	



	
 


	
€





	
Gain on DEF Ltd


	
106,380





	
Gain on HIJ Ltd


	
4,000





	
Gain on apartment


	
96,000





	
Gain on Farm


	
58,240





	
Total gains


	
264,620





	
Less: annual exemption


	
(1,270)





	
 


	
263,350





	
CGT @ 33%


	
86,906







Solution 26.5: Ken and Kathleen

Disposals by Ken

1. ABC plc

Shares are disposed of on a FIFO basis. Therefore, the shares sold are the shares purchased on 31 August 1999.









	
 


	
 


	
€





	
Computation


	
 


	
 





	
Proceeds (1,000 shares)


	
 


	
5,800





	
Deduct:


	
 


	
 





	
Cost


	
€5,000


	
 





	
Indexation 1999/00 – 2022 @


	
1.193


	
(5,965)





	
 ‘Loss’


	
 


	
   (165)





	
 


	
 


	
No gain/No loss







2. DEF plc

Shares are disposed of on a FIFO basis. Therefore, the shares sold are









	
– 6 January 1998


	
3,000 shares


	
Proceeds €5,400





	
 


	
(proceeds is €9,000 × 3,000/5,000)


	
 





	
– 2 July 2002


	
2,000 shares of total holding of 4,000


	
Proceeds €3,600





	
 


	
(proceeds is €9,000 × 2,000/5,000)


	
 





	
 


	
Cost of shares sold: €6,000 × 2,000/4,000 = €3,000


	
 















	
Computation


	
 


	
€





	
Proceeds (3,000 shares)


	
 


	
5,400





	
Deduct:


	
 


	
 





	
Cost in 1997/98


	
€6,000


	
 





	
Indexed @


	
n/a


	
(6,000)





	
Loss


	
 


	
 (600)







Note: the application of indexation relief cannot increase a monetary loss









	
Proceeds (2,000 shares)


	
 


	
3,600





	
Deduct:


	
 


	
 





	
Cost in 2002 (2,000 *€1.50)


	
€3,000


	
 





	
Indexed @


	
1.049


	
 (3,147)





	
Chargeable Gain


	
 


	
      453







3. GHI Ltd

GHI Ltd – History














	
 


	
   Jun.’85


	
	
   Sept.’86





	
 


	
No.


	
Cost


	
	
No.


	
Cost





	
 


	
 


	
€


	
	
 


	
€





	
Purchase


	
1,000


	
1,500


	
	
 – 


	
 – 





	
Purchase


	
 – 


	
 – 


	
	
1,500


	
750





	
Balance


	
1,000


	
1,500


	
	
1,500


	
750





	
Bonus Issue


	
1,000


	
 – 


	
	
1,500


	
 – 





	
Balance


	
2,000


	
1,500


	
	
3,000


	
750





	
Sold


	
(2,000)


	
(1,500)


	
	
(1,500)


	
 (375)





	
Balance after sale


	
 – 


	
 – 


	
	
 1,500


	
 750















	
Computation


	
 


	
€





	
Proceeds (2,000 shares at €3,500/3,500, i.e. €1 per share)


	
2,000





	
Deduct:


	
 


	
 





	
Cost in 1985/86


	
€1,500


	
 





	
Indexed @


	
1.713


	
(2,569)





	
‘Loss’


	
 


	
   (569)





	
 


	
 


	
No gain/No loss















	
 


	
 


	
€





	
Proceeds (1,500 shares at €3,500/3,500 i.e. €1 per share)


	
1,500





	
Deduct


	
 


	
 





	
Cost in 1986/87


	
€375


	
 





	
Indexed @


	
1.637


	
(614)





	
Gain


	
 


	
 886







Disposals by Kathleen

1.	JKL plc History














	
 


	
Mar.’99


	
	
Mar.’00





	
 


	
No.


	
Cost


	
E.E.*


	
	
No.


	
Cost


	
E.E.*





	
 


	
 


	
€


	
 


	
	
 


	
€


	
 





	
Purchase


	
1,000


	
5,000


	
 – 


	
	
 – 


	
 – 


	
 – 





	
Purchase


	
    –    


	
    –   


	
    –    


	
	
1,000


	
9,000


	
   –   





	
Balance


	
1,000


	
5,000


	
– 


	
	
1,000


	
9,000


	
– 





	
Rights Issue


	
     500


	
    –    


	
   1,000


	
	
   500


	
   –   


	
1,000





	
Balance


	
1,500


	
5,000


	
1,000


	
	
1,500


	
9,000


	
1,000





	
Disposal


	
(1,500)


	
(5,000)


	
(1,000)


	
	
  (500)


	
(3,000)


	
(333)





	
 


	
   Nil


	
   Nil


	
   Nil


	
	
  1,000


	
  6,000


	
   667







*enhancement expenditure









	
Computation


	
 


	
€





	
Proceeds (1,500 shares at €12,000/2,000 i.e., €6 per share)


	
9,000





	
Deduct:


	
	



	
Cost in 1998/99


	
€5,000


	
 





	
Indexed @


	
1.212


	
(6,060)





	
Enhancement Exp 2013


	
€1,000


	



	
Indexed @


	
n/a (Note 1)


	
(1,000)





	
Chargeable Gain:


	
 


	
   1,940





	
	
€





	
Proceeds (500 shares at €12,000/2,000, i.e., €6 per share)


	
3,000





	
Deduct


	
 


	
 





	
Cost in 1999/00


	
€3,000 (€9,000 × 500/1,500)


	
 





	
Indexed @


	
n/a (Note 2)


	
(3,000)





	
	
	



	
Enhancement Expenditure


	
€333 (€1,000 × 500/1,500)


	
 





	
Indexed @


	
n/a (Note 1)


	
 (333)





	
Loss


	
 


	
 (333)







Note 1: Indexation relief does not apply to expenditure incurred after 2002.

Note 2: The application of indexation relief cannot increase a monetary loss.

2. MNO Ltd

MNO Ltd-History













	
 


	
Jan.’92


	
July.’98





	
 


	
No.


	
Cost


	
E.E.


	
No.


	
Cost


	
E.E.





	
 


	
 


	
€


	
€


	
 


	
€


	
€





	
Purchase


	
3,000


	
6,000


	
– 


	
– 


	
– 


	
– 





	
Purchase


	
    –    


	
     –    


	
     –    


	
   1,500


	
   4,500


	
    –    





	
Balance


	
3,000


	
6,000


	
– 


	
1,500


	
4,500


	
– 





	
Bonus Issue


	
   3,000


	
    –    


	
    –     


	
   1,500


	
     –     


	
    –    





	
Balance


	
6,000


	
6,000


	
– 


	
3,000


	
4,500


	
– 





	
Rights Issue


	
   2,000


	
    –     


	
   2,000


	
   1,000


	
    –     


	
   1,000





	
Balance


	
8,000


	
6,000


	
2,000


	
4,000


	
4,500


	
1,000





	
Sold


	
(8,000)


	
(6,000)


	
(2,000)


	
(2,000)


	
(2,250)


	
  (500)





	
 


	
Nil


	
Nil


	
Nil


	
2,000


	
2,250


	
500
















	
Computation


	
 


	
 


	
€





	
Proceeds (8,000 shares at €15,000/10,000, i.e., €1.50 per share)


	
 


	
12,000





	
Deduct:


	
 


	
 


	
 





	
 


	
Cost in 1991/92


	
€6,000


	
 





	
 


	
Indexed @


	
1.406


	
(8,436)





	
 


	
Enhancement Exp. ‘00/’01


	
€2,000


	
 





	
 


	
Indexed @


	
1.144


	
(2,288)





	
 


	
    Chargeable Gain:


	
 


	
1,276





	
	
€





	
Proceeds (2,000 shares at €15,000/10,000 i.e., €1.50 per share)


	
3,000
















	
Deduct


	
 


	
 


	



	
 


	
Cost in 1998/99


	
[image: ]


	
 





	
 


	
Indexed @


	
1.212


	
(2,727)





	
 


	
Enhancement Expenditure
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Indexed @


	
1.144


	
 (572)





	
 


	
“Loss”


	
 


	
 (299)





	
 


	
 


	
 


	
No gain/No loss







3. XYZ Ltd

Disposal of rights











	
	
€





	
Sale Proceeds


	
 


	
 


	
2,000





	
Deduct:


	
Allowable Cost:
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    €375 @ 1.553


	
 


	
 


	
(582)





	
 


	
Chargeable Gain:


	
 


	
 


	
1,418







Summary









	
 


	
Ken


	
Kathleen





	
 


	
€


	
€





	
ABC plc


	
    –    


	
– 





	
DEF plc


	
453


	
– 





	
GHI Ltd


	
886


	
– 





	
JKL plc


	
    –    


	
1,940





	
MNO Ltd


	
    –    


	
1,276





	
XYZ Ltd


	
    –    


	
1,418





	
Loss on DEF plc


	
(600)


	
– 





	
Loss on JKL plc


	
    –    


	
 (333)





	
Total Gains


	
739


	
4,301









Deduct









	
 


	
€


	
€





	
Personal Exemption


	
(739) max 


	
(1,270)





	
Net Taxable Gain


	
  Nil 


	
   3,031





	
CGT @ 33%


	
 


	
  1,000







Solution 26.6: John










	
(1)


	
€


	
 


	
€





	
Sales proceeds


	
 


	
 


	
950,000





	
Less – legal fees


	
 


	
 


	
 (2,500)





	
 


	
 


	
 


	
947,500





	
Less:


	
 


	
 


	
 





	
Current Use Value at 6 April 1974


	
38,974 *


	
(Note 1)


	
 





	
Indexed at 7.528


	
 


	
 


	
(293,396)





	
Development Value at 6 April 1974


	
58,462 **


	
(Note 1)


	
(58,462)





	
Enhancement Expenditure


	
48,718 ***


	
(Note 1)


	
(48,718)





	
Gain


	
	
	
 546,924















	
(2)


	
€


	
€





	
Sales proceeds


	
 


	
210,000





	
Less – legal fees


	
 


	
 (2,100)





	
 


	
 


	
207,900





	
Less:


	
 


	
 





	
Cost


	
40,000


	
 





	
Legal fees


	
  1,000


	
 





	
 


	
41,000


	
 





	
Indexation Factor [79/80 – 2022]


	
3.742


	
(153,422)





	
Enhancement Expenditure


	
6,500


	
 





	
Indexation Factor [84/85 – 2022]


	
1.819


	
(11,824)





	
Gain


	
 


	
  42,654















	
(3)


	
€


	
€





	
Sales proceeds


	
 


	
150,000





	
Less:


	
 


	
 





	
Cost (Note 2)


	
120,000


	
(120,000)





	
Gain


	
 


	
     30,000





	
Total Gains (Non-development land)


	
72,654


	
(€42,654 + €30,000)





	
 


	
€


	
 





	
Less Losses c/forward


	
  (5,000)


	
 





	
 


	
67,654


	
 





	
Development Land Gain


	
 546,924


	
 





	
 


	
614,578


	
 





	
Less Annual Exemption


	
  (1,270)


	
 





	
Gain


	
 613,308


	
 





	
CGT @ 33%


	
 202,392


	
 







John must include details of the disposals on his 2022 tax return which is due to be filed no later than 31 October 2023.

John is due to pay his CGT liability of €202,392 by 15 December 2022

Notes

(1)	The cost of the property is its market value at 6 April 1974 as it is deemed to have been disposed of and immediately reacquired at 6 April 1974.

The expenses incurred on acquisition of the property are not added to the market value at 6 April 1974 on the basis that they are already deemed to be included therein.
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(2)	The cost of the shares for CGT purposes is their market value at the date of the gift, i.e., December 2017. No indexation is available for assets acquired in 2017.

Solution 26.7: Ken

Share history of Ioda Plc:









	
Date


	
No. of Shares


	
Cost (€)





	
May 1992


	
10,000


	
10,000





	
July 1995 (1:5 Bonus)


	
2,000


	
–





	
December 1999 (1:10 Rights)


	
1,200


	
240





	
Total number of shares


	
13,200


	





Shares acquired under bonus and rights issues are deemed to be part of the original holding of shares in respect of which they are allocated. Accordingly, the shares are deemed to be acquired on the same date as the original holding of shares for capital gains tax purposes, i.e., May 1992.














	
Date


	
Original


	
Bonus


	
Sub-total


	
Rights ‘99


	
Sub-total


	
Disposal


	
Sub-total





	
May 1992


	
10,000


	
2,000


	
12,000


	
1,200


	
13,200


	
(8,000)


	
5,200







Capital Gains Tax Computation 2022








	
 


	
€





	
Sales proceeds (January 2022)


	
40,000





	
Less:
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Indexed @ 1.356 [92/93 – 2021]


	
(8,218)
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(enhancement expenditure €145 Indexed @ 1.193 (99/00)


	
   (173)





	
Chargeable Gain


	
31,609





	
Less: Annual exemption


	
(1,270)





	
 


	
 30,339 





	
CGT @ 33%


	
 10,012







Note 1:

A bonus issue of shares does not cost the shareholder anything.

Note 2:

The cost of the new shares is treated as enhancement expenditure and for indexation purposes the enhancement cost is indexed from the date it is incurred, i.e., December 1999.

Solution 26.8: Amy

Amy’s share acquisition and disposal history is as follows:

Composition of shareholding















	
Date


	
Original


	
Rights 2006


	
Sub-total


	
Disposal 2007


	
Sub-total


	
Bonus 2007


	
Sub-total


	
Disposal 2022





	
1/10/’02


	
5,000


	
10,000


	
15,000


	
(5,000)


	
10,000


	
5,000


	
15,000


	
(15,000)





	
1/10/’03


	
6,000


	
12,000


	
18,000


	
–


	
18,000


	
9,000


	
27,000


	
  (9,000)





	
1/1/’08


	
3,000


	
–


	
 3,000


	
–


	
 3,000


	
–


	
 3,000


	
 







The disposal in 2021 constitutes two separate disposals, a disposal of the 2002 holding and a part disposal of the 2003 holding.

Disposal of 2002 holding









	
 


	
€


	
€





	
Sales proceeds (15,000 @ €5.00 per share)


	
 


	
75,000





	
Cost – original


	
5,000


	
 





	
Attributed to 1st disposal (5/15)


	
(1,667)


	
 





	
Attributable to remainder


	
3,333


	
 





	
No indexation


	
 


	
(3,333)





	
Rights – original full cost


	
 


	
 





	
€10,000 * €3.00


	
30,000


	
 





	
Attributed to 1st disposal (5/15)


	
(10,000)


	
 





	
Attributable to remainder


	
20,000


	
 





	
No indexation


	
 


	
(20,000)





	
Gain


	
 


	
   51,667







Part-Disposal of 2003 holding









	
 


	
€


	
€





	
Sales proceeds (9,000 @ €5.00 per share)


	
 


	
45,000





	
Cost – original


	
9,000


	
 





	
Part disposal (× 9/27)


	
3,000


	
 





	
No indexation


	
 


	
(3,000)





	
	
	



	
Rights – enhancement expenditure


	
 


	
 





	
12,000 @ €3.00 per share


	
36,000


	
 





	
Part disposal (× 9/27)


	
12,000


	
 





	
No indexation


	
 


	
(12,000)





	
Gain


	
 


	
   30,000







Capital Gains Tax Computation 2022








	
 


	
€





	
Disposal of 2002 holding


	
51,667





	
Part disposal of 2003 holding


	
30,000





	
 


	
81,667





	
Less: annual exemption


	
(1,270)





	
 


	
80,397





	
CGT @ 33%


	
26,531







Chapter 27: CGT Reliefs

Solution 27.1: Henry

Disposal to Alan

As this is the disposal of a site worth less than €500,000 to a child to build his main residence, it is exempt from tax.

Principal Private Residence









	
 


	
 


	
€





	
Proceeds


	
 


	
400,000





	
Less: Selling expenses


	
 


	
 (5,000)





	
Net proceeds


	
 


	
395,000





	
Market value of house at 6 April 1974


	
€15,000


	
 





	
Indexation 1974/75 – 2022


	
 7.528


	
 





	
Indexed cost


	
 


	
(112,920)





	
Gain


	
 


	
  282,080







Principal Private Residence Relief

Qualifying Periods (only those since 6/4/74 are relevant)










	
Period


	
 Qual


	
Non Qual


	
Reason





	
6/4/74 to 5/4/82


	
8 Years


	
 


	
Residing





	
6/4/82 to 5/4/86


	
4 Years


	
 


	
Working away





	
6/4/86 to 5/4/91


	
5 Years


	
 


	
Residing





	
6/4/91 to 5/4/93


	
2 Years


	
 


	
Working away





	
6/4/93 to 5/4/97


	
4 Years


	
 


	
Residing





	
6/4/97 to 6/10/98


	
 


	
1.5


	
Absent





	
7/10/98 to 7/10/22


	
24 Years


	
_________


	
Residing





	
 


	
47 Years


	
1.5


	
Total 48.5 Years














	
 


	
€





	
Gain on Principal Private Residence


	
282,080





	
PPR relief calculation


	
 





	
€282,080 × 47/48.5 =


	
(273,356)





	
Gain on Principal Private Residence after relief


	
8,694





	
Less annual exemption


	
    (1,270)





	
Taxable gain


	
     7,424





	
CGT @ 33%


	
       2,450







Solution 27.2: Mary Molloy

Mary can qualify for retirement relief as she meets with the conditions as follows:

–	she has attained the age of 55 years

–	the shares are in her “family” trading company and are held for at least 10 years

–	she has been a working director of the company for at least 10 years, during which period she has been a full time working director for at least 5 years.

She has made a disposal to her child and the disposal to her child qualifies for relief.

There is also no restriction on the relief as all assets are “chargeable business assets.”

Therefore, she has no chargeable gain and no capital gains tax liability.

Jack

Sale of shares








	
 


	
€





	
Sales proceeds


	
800,000





	
Market value of shares in January 2022


	
(700,000)





	
Gain


	
100,000





	
Annual exemption


	
    (1,270)





	
 


	
     98,730





	
CGT @ 33%


	
     32,581







Claw-back of retirement relief

As Jack has disposed of the shares within 6 years of receiving them, he has to pay the tax that his mother would have paid on disposal of the shares, had the relief claimed not been available. However, given that she was disposing of qualifying assets and was a Director of the company for more than 3 years she will qualify for Entrepreneurs Relief.

The CGT his mother would have paid had she claimed Entrepreneurs Relief is calculated as follows:









	
 


	
 


	
€





	
Market value of shares at date of gift


	
 


	
700,000





	
Cost of shares in 1985/86


	
€100


	
 





	
Indexed 1985/86 – 2022


	
1.713


	
 





	
Indexed cost


	
 


	
    (171)





	
Gain


	
 


	
699,829





	
CGT @ 10%


	
 


	
 69,983







CGT payable by Jack








	
Own disposal


	
32,581





	
Mother’s disposal – Entrepreneurs Relief


	
 69,983





	
Total CGT


	
 102,564 







Solution 27.3: Simon Flynn

Capital Gains Computations

(1)	Shares in Printing Ltd

The gift of the shares qualifies for retirement relief as the necessary conditions regarding his age (being at least 55), the company being a family company owned for 10 years, in which he was a working director for 10 years (at least 5 years full-time), have been satisfied. However as there is a non-trade asset (quoted investments) in the balance sheet, only part of the gain on shares will qualify for relief.
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€


	
€





	
Deemed Sale Proceeds €1,000,000 × 80%


	
 


	
800,000





	
Cost 1983/84


	
800


	
 





	
Index Factor: 1983/84 – 2022


	
2.003


	
 





	
Indexed Cost


	
 


	
    (1,602)





	
Gain


	
 


	
798,398





	
Exempt portion


	
 


	
 





	
€798,398 × €740,000/€960,000


	
 


	
(615,432)





	
Chargeable Gain


	
 


	
   182,966







(2)	Property

The gain on the premises is not taxable as it is an asset that qualifies for retirement relief.

(3)	UK shares – no retirement relief as not a family company









	
 


	
€


	
€





	
Market value


	
 


	
80,000





	
Cost 2010


	
50,000


	
 





	
Acquisition costs


	
     500


	
 





	
Total cost


	
50,500


	
 





	
No indexation


	
	
 





	
Cost


	
 


	
(50,500)





	
Gain


	
 


	
   29,500







Capital Gains Tax Computation 2022








	
 


	
€





	
Gain on shares in Printing Ltd


	
182,966





	
Gain on UK shares


	
  29,500





	
Total gains


	
212,466





	
	



	
CGT @ 33%


	
  70,114





	
	





Note: No annual exemption is due as retirement relief was claimed.

Solution 27.4: Rollover Relief - Sean Adams

(a)	Up to 4 December 2002, business rollover relief allowed a person carrying on a trade to defer payment of capital gains tax on gains made on the disposal of certain business assets (“the old assets”) where the consideration was reinvested in acquiring other business assets (“new assets”) for use exclusively in the person’s trade. A person reinvesting the full consideration, for the disposal of the old assets, in new assets, could defer all the gain on the disposal of the old assets. Partial relief was available if only part of the consideration was reinvested. The business assets involved are land and buildings, plant and machinery and goodwill used for the purposes of the trade.

	Under the Finance Act 2003, any gain arising on the disposal of, or an interest in, an old asset on or after 4 December 2002 cannot be deferred. However, if any gain had already been deferred from a previous disposal, that gain may continue to be deferred as long as the consideration from any future disposals continues to be reinvested in new assets.

	Therefore, any gains accruing on the disposal of old assets before 4 December 2002, which have been deferred on the acquisition of new assets can continue to be deferred so long as the consideration for the disposal of the new assets continues to be reinvested in other permitted assets. However, the gain on the disposal of the new assets themselves cannot be deferred (as the disposal will have taken place on or after 4 December 2002).

(b)	(i)

Disposal of factory in 2022:








	
 


	
€





	
Sale Proceeds


	
1,000,000





	
Cost: €850,000 indexed at 1.049


	
(891,650)





	
Chargeable Gain


	
108,350





	
Disposal to wife (Note 1)


	
Nil





	
Less annual exemption


	
  (1,270)





	
 


	
107,080





	
CGT @ 33%


	
  35,336







Note 1:

A transfer of assets between husband and wife does not give rise to a disposal for Capital Gains Tax purposes. Therefore, no chargeable gain arises on the transaction.

Note 2:

As Sean had reinvested all the proceeds of disposal of the factory in 2002 in the replacement factory, full rollover relief would have been claimed in 2002. In 2022, the factory in Naas is sold. As all the proceeds on disposal of the factory in Naas are reinvested, the gain rolled over in 2002 can still continue to be rolled over.

(ii) If Sean had not reinvested the proceeds on disposal of the factory in Naas, then the tax on the gain rolled over in 2002 would have been triggered and the tax would have been payable as part of the liability for 2022. The additional tax would be as follows:









	
 


	
€


	
€





	
Sales Proceeds


	
 


	
800,000





	
Cost 1997/98


	
500,000


	
 





	
Indexation factor 1997/98 - 2002


	
1.175


	
 





	
Indexed Cost


	
 


	
(587,500)





	
Enhancement expenditure:


	
 


	
 





	
August 1999


	
75,000


	
 





	
Indexation factor 1999/00 - 2002


	
1.138


	
(85,350)





	
 


	
 


	
_______





	
Chargeable Gain


	
 


	
 127,150





	
Additional CGT @ 20% (2002 Rate)


	
 


	
   25,430







Solution 27.5: Terry Plant

Details of the relief

Where a person (other than a company) transfers a business as a going concern to a company wholly or partly in exchange for shares in the company, relief from capital gains tax is available to the extent that the consideration for the transfer is taken in the form of shares. In effect, the gain on the transfer is apportioned between the consideration received in shares and any cash payment, and the part of the gain apportioned to the shares is deducted from the allowable cost of the shares in computing the gain on a future disposal of the shares. In this way the charge on that part of the gain is deferred until the shares are disposed of, while the part of the gain apportioned to the cash payment is chargeable immediately. The relief only applies where the transfer is for bona fide commercial reasons and not part of a tax avoidance scheme.

In order to qualify for the relief, all assets, or all assets other than cash, must be transferred to the company.

Disadvantages of the relief

Where an individual transfers into a limited company, a capital asset, which has the potential to appreciate in value (e.g. goodwill and buildings), then any subsequent gain on that asset in effect suffers CGT twice. There is firstly the gain in the company on disposal of the asset by the company, and again on the shareholder on disposal of shares in the company (by sale or liquidation). Thus, appreciating assets such as buildings are open to an effective double charge to CGT by being placed in a company.

Also as a result of claiming the relief on the transfer of a business from a sole trader to a limited company, the individual’s base cost for a future disposal of those shares is reduced. This is particularly disadvantageous where CGT rates are expected to increase.

(b) (i) Chargeable Gains on disposal of the business








	
Warehouse


	
€





	
Market Value


	
350,000





	
Cost -June 1998


	
 €200,000





	
Indexation factor 1998/99 – 2022


	
 1.212





	
Indexed cost


	
242,400





	
Gain


	
107,600







Goodwill








	
 


	
€





	
Market value


	
130,000





	
Cost


	
      nil





	
Gain


	
130,000







Plant and Machinery

There is no capital loss relief in respect of the plant and machinery, as capital allowances will have been claimed on this expenditure.

Stocks and Debtors are not chargeable Assets.

The gain on disposal of Government securities is exempt.









	
Total gains


	
 


	
€





	
Warehouse


	
 


	
107,600





	
Goodwill


	
 


	
   130,000





	
Gain


	
 


	
237,600





	
Relief from CGT on incorporation


	
note 1


	
(237,600)





	
Taxable in 2022


	
 


	
           Nil







Note 1:

As the consideration for the disposal of the business was only shares and trade creditors taken over, then under the Revenue concession, all of the gains on disposal of the capital assets to Plant Limited can be deferred.

(ii)	The base cost of shares in Plant Limited for a future disposal is:










	
 


	
€





	
Cost of shares (note 2)


	
530,000





	
Less: Deferred gain


	
(237,600)





	
 


	
292,400





	
	



	
Note 2: value of consideration for shares


	
€





	
Warehouse


	
350,000





	
Plant and machinery


	
30,000





	
Goodwill


	
130,000





	
Stock


	
50,000





	
Debtors


	
40,000





	
 


	
600,000





	
	



	
Trade creditors taken over


	
70,000





	
Value of shares


	
530,000





	
 


	
600,000







Solution 27.6: Niall Joy

(1)	Farm Assets









	
 


	
€


	
€





	
Land


	
 


	
 





	
 Deemed sale proceeds


	
 


	
750,000





	
 Deemed cost


	
500,000


	
 





	
 No indexation 2014


	
	
 





	
 Indexed cost


	
 


	
(500,000)





	
 Chargeable gain


	
 


	
250,000





	
	
	



	
Farm residence


	
 


	
 





	
 Deemed sale proceeds


	
 


	
350,000





	
 Deemed cost


	
200,000


	
 





	
 No indexation 2014


	
	
 





	
 Indexed cost


	
 


	
(200,000)





	
 Chargeable gain


	
 


	
150,000







Since Niall did not hold the farm assets for 10 years, there is no entitlement to retirement relief. However, he will qualify for Entrepreneur Relief on the sale of the Farm Assets and Farm Residence as he is disposing of qualifying assets which he has owned for 3 years immediately prior to the disposal to his son. He will pay CGT at a rate of 10% on the gain of €400,000 (€250,000 + €150,000). 

The livestock is not a chargeable asset.

The loss on the farm machinery does not qualify for relief.

(2)	Unquoted Shares

The gain on disposal of the 30% shareholding in Irish unquoted company is exempt as Niall qualifies for retirement relief.

The conditions are met as follows:

Niall is at least 55 years of age.

The shares are in a family trading company (not less than 25% of the voting rights held by Niall) and are held by Niall for at least 10 years.

Niall has been a working director for at least 10 years and has spent at least five years as a full time working director.

(3)	Development Land









	
 


	
€


	
€





	
Deemed sale proceeds


	
 


	
300,000





	
Cost:


	
 


	
 





	
– Current use value


	
10,000


	
 





	
– Legal and auctioneer costs €7,000 × €10,000/€70,000


	
1,000


	
 





	
 


	
11,000


	
 





	
Indexation factor 1991/92 – 2022


	
1.406


	
(15,466)





	
Balance of cost (€70,000 – €10,000) + (€7,000 – €1,000)


	
 


	
(66,000)





	
Chargeable gain


	
 


	
218,534







(4)	Residence

No chargeable gain arises on the disposal of his principal private residence as he lived in it throughout the entire period of ownership.

Capital Gains Tax computation for 2022:










	
 


	
€





	
Farm Land


	
250,000





	
Farm Residence


	
150,000





	
Gains for ER


	
400,000





	
CGT @ 10%


	
40,000





	
Development Land


	
218,534





	
Annual Exemption


	
      –       





	
CGT @ 33%


	
72,116





	
Total CGT Payable


	
112,116







Note: Since Niall has claimed retirement relief there is no entitlement to the annual exemption.

The Capital Gains Tax of €112,116 must be paid on/before 15 December 2022 as all gains were made by the end of November 2022. A return of chargeable gains must be made on/before 31 October 2023 (10 November ROS).

Solution 27.7: Michael and Nora

House in Rathfarnham

This was Michael and Nora’s principal private residence and therefore any gain on its sale is exempt from capital gains tax.

Sale of House in Lucan









	
 


	
 


	
€





	
Proceeds:


	
 


	
380,000





	
Cost 86/87:


	
€70,000


	
 





	
Indexed at


	
1.637


	
(114,590)





	
Gain:


	
 


	
265,410







PPR relief applies.

Total period of ownership: 1 October 1986 – 1 April 2022 = 35.5 years.

Period of occupation as residence:








	
Actual 1 October 1986 – 31 Dec 1988


	
2.25 years





	
Deemed 1 Jan 1989 – 30 June 1990*


	
1.50 years





	
Actual 1 July 1990 – 31 March 1991


	
0.75 years





	
Deemed 1 April 1991 – 30 June 1993*


	
2.25 years





	
Actual 1 July 1993 – 30 June 1995


	
2.00 years





	
Deemed 1 April 2021 – 1 April 2022


	
1.00 years





	
Total:


	
9.75 years.





	
* Occupied before and after and no other PPR.


	
 





	
Exempt portion: €265,410 × 9.75/35.5


	
€ 72,895





	
Taxable Portion:


	
€192,515







Michael and Nora’s Capital Gains Tax for 2022








	
 


	
€





	
Sale of house in Rathfarnham:


	
exempt





	
Sale of house in Lucan:


	
192,515





	
Less personal exemption for Michael (Nora had no taxable gain)


	
  (1,270)





	
 


	
191,245





	
CGT @ 33%


	
63,111







Solution 27.8: Johns Limited








	
Disposal of Business at 31 December 2022:


	
€





	
	



	
Value of shares in new company


	
280,000





	
Add: Cash and deemed cash consideration


	
 





	
Cash


	
20,000





	
Creation of director’s loan account credit balance


	
     50,000





	
Total market values of assets transferred on 31.12.22


	
350,000





	
Market value of listed assets


	
(275,000)





	
Value of goodwill


	
     75,000







This goodwill was built up by John over the course of the years and the base cost for CGT purposes is Nil.

Proportion of consideration taken in shares: 280/350

Chargeable Gains Computation 2022










	
 


	
€





	
Premises


	
 





	
Sales proceeds (i.e., market value)


	
200,000





	
Indexed cost: €20,000 @ 4.49 [77/78 − 2022]


	
(89,800)





	
 


	
110,200





	
Goodwill


	
 





	
Sales proceeds (i.e., market value)


	
75,000





	
Cost


	
   (Nil)





	
 


	
75,000







	Machinery

No capital gains loss relief is available as full relief has been granted under the capital allowances system.

	Debtors/Trading Stock – not chargeable








	
Total chargeable gains


	
€185,200







John is entitled to claim transfer of a business to a company relief to the extent that the sales consideration is comprised of shares in Johns Limited.








	
 


	
€





	
Total gains


	
185,200
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(148,160)





	
Taxable gain


	
 37,040





	
CGT @ 33%


	
  12,223







The deferred gain is not taxed. The allowable cost of the shares acquired in Johns Limited for the purposes of subsequent disposals is reduced by the amount of the deferred gain:








	
 


	
€





	
Cost of shares


	
280,000





	
Deduct: Deferred gain


	
(148,160)





	
 


	
131,840







Chargeable Gain on Disposal of Shares in 2022









	
 


	
 


	
€





	
Sales proceeds


	
 


	
400,000





	
Allowable cost (no indexation – asset acquired on or after 1/1/2003)


	
(131,840)





	
Chargeable Gain


	
 


	
268,160







Solution 27.9: Michael and Anne Martin

(a)	Capital Gains Tax Liability for 2022








	
(1)	The disposal of a wasting chattel does not give rise to a charge to Capital Gains Tax.


	



	
 


	
€





	
(2)	Proceeds


	
20,000





	
	Less: costs of sale


	
(2,000)





	
 


	
18,000





	
	Cost: €75,000 × 20/300 = €5,000


	
 





	
	Index at 1984/85 – 2022 €5,000 × 1.819


	
(9,095)





	
	Chargeable Gain


	
   8,905





	
	












	
 


	
€





	
(3)	Proceeds – Sale of 1,000 shares – 30/5/2022


	
5,000
















	
 


	
 


	
	
 € 





	
 


	
Number


	
	
 Cost





	
31/7/91


	
1,000 shares –


	
	
 2,000





	
30/4/95


	
   250 shares –


	
	
    312





	
 


	
1,250 shares


	
 


	
 





	
1991/92
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(2,250)





	
1995/96
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(319)





	
Chargeable Gain


	
2,431







(4)	Antique Chair

See detailed calculation of allowable loss in note on following page.

(5)	House

Michael lived in the house as his principal private residence. Therefore, this relief is available in respect of part of the gain.










	
Period of ownership


	
6/1/98 – 6/10/22


	
 


	
24.75 years





	
 


	
 


	
	
 





	
Period of occupation as PPR


	
6/1/98 – 6/4/00


	
2.25


	
 





	
 


	
 


	
	
 





	
Period of deemed occupation as PPR


	
6/10/21 – 6/10/22


	
     1


	
 





	
(final 12 months)


	
 


	
 


	
 





	
Total occupation qualifying for PPR


	
 


	
3.25


	
 















	
 


	
€


	
€





	
Proceeds on disposal


	
 


	
400,000





	
Disposal costs


	
 


	
(3,500)





	
Net proceeds


	
 


	
396,500





	
	
	



	
Cost of house


	
100,000


	
 





	
Incidental acquisition costs


	
    4,000


	
 





	
Total costs


	
104,000


	
 





	
Index 1997/98 – 2022


	
1.232


	
 





	
Indexed cost


	
 


	
(128,128)





	
Gain


	
 


	
268,372





	
Less PPR relief €268,372 × 3.25/24.75


	
 


	
(35,241)





	
Gain


	
 


	
233,131







Capital Gains Tax Liability for 2022











	
 


	
Non-development Land


	
Development Land





	
 


	
€


	
€





	
(1)


	
– 


	
– 





	
(2)


	
– 


	
8,905





	
(3)


	
2,431


	
– 





	
(5)


	
233,131


	
– 





	
Less – Capital losses of current year (Note)


	
(260)


	
– 





	
Carried forward


	
 (3,000)


	
     –      





	
 


	
232,302


	
8,905





	
Total gains


	
 


	
241,207





	
Annual Exemptions (both had gains)


	
 


	
 (2,540)





	
Subject to CGT


	
 


	
238,667





	
CGT @ 33%


	
 


	
78,760







Note:

Actual loss = €200 – €2,800. However, as asset is a non-wasting asset, €2,540 is substituted for sales proceeds and allowable loss is calculated as €2,540 – €2,800 = €260.

(b)	Capital gains tax due for January to November 2022 must be paid on or before 15 December 2022 and details must filed on return on or before 31 October 2023 (10 November ROS).


11 CORPORATION TAX SOLUTIONS

Chapter 28: General Principles of Irish Corporation Tax

Solution 28.1: The Universe Group

Pay and File

The pay and file dates and % payments required are as follows:









	
Company


	
Year End


	
Dates and %





	
Mars Ltd


	
12 months ended 31/12/22


	
Assuming the company is a large company (i.e. CT liability in 2021 of €200k+), the % payments and dates are as follows: 

45% of the current year or 50% of the prior year due on 23/06/22

A payment to ensure that both payments equate to at least 90% of the total 2022 corporation tax, due on 23/11/22

If the CT liability in 2021 was less than €200k, then lower of 90% of current year liability or 100% of prior year liability is payable on 23/11/22 with no payment due on 23/06/22.

In both cases, 10% due on 23/9/23 with CT1 return





	
Pluto Ltd


	
6 months ended 31/12/22


	
Exempt from CT (on trading income) as commenced to trade during 2022 (assume CT liability < €40k and sufficient employers PRSI paid). CT return due 23/9/23. Refer to textbook for details on the conditions for exemption and the provisions that apply where the liability is between €40k and €60k. No relief applies where the CT liability exceeds €60k.





	
Earth Ltd


	
1st period - 12 months ended 30/6/22


	
90% (or 100% of previous corresponding period) on 23/5/22 ** 





	
	
	
balance due on 23/3/23 with CT1 return **





	
	
2nd period - 6 months ended 31/12/22


	
90% (or 100% of previous corresponding period) due on 23/11/22





	
	
	
balance due on 23/9/23 with CT1 return







It should be noted that the company must use ROS unless it has a specific exemption from doing so from its Inspector of Taxes. The deadline for manual filing is the 21st of each month.

** Inspector of Taxes do not generally impose any penalties for late filing in these situations provided the reason for a long accounting period is genuine, for example first period of trade, change in accounting period to correspond with new group structure etc.

Chapter 29: Calculating the Corporation Tax Liability

Solution 29.1: XY Limited

Corporation tax computation

Accounting period: Year ended 31 July 2022 








	
	
€





	
Case I (before deducting capital allowances) (Note 1)


	
272,970





	
Less: Capital allowances (Note 2)


	
(35,938)





	
Case I


	
237,032





	
Case III
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22,200





	
Case V income (Note 3)


	
11,900





	
Taxable profits


	
271,132














	
Corporation Tax


	



	
€237,032 ×12.5% =


	
 29,629





	
€34,100 × 25% =


	
8,525





	
	
38,154







Corporation Tax Computation

Accounting period: 5 months ended 31 December 2022








	
	
€





	
Case I (before deducting capital allowances) (Note 1)


	
113,737





	
Less: Capital allowances (Note 2)


	
(14,975)





	
Case I


	
98,762





	
	



	
Case III
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9,250





	
Case V (Note 3)


	
 8,500





	
Taxable profits


	
116,512







Corporation tax:








	
€98,762 × 12.5% =


	
12,345





	
€17,750 × 25% = 


	
4,438





	
	
16,783















	
Capital Gains Tax 2022


	
	
€





	
Sales proceeds


	
	
120,000





	
Less: Legal fees


	
	
(3,000)





	
	
	
117,000





	
Cost 96/97


	
	



	
Current use value


	
€25,000 × 1.251


	
(31,275)





	
Development value


	
€60,000 – €25,000


	
(35,000)





	
Gain


	
	
 50,725





	
Capital gains tax


	
	



	
€50,725 at 33%


	
	
 16,739







NOTES

Note 1:

Case I computation









	
	
€


	
€





	
Net profit per accounts


	
	
315,898





	
Addbacks


	
	



	
Depreciation


	
35,000


	



	
Entertaining


	
4,000


	



	
Legal fees (Note 4)


	
9,000


	



	
Repairs (extension)


	
30,000


	
78,000





	
Deductions


	
	



	
Lease rental deduction (Note 5)


	
(191)


	



	
Decrease in general provision


	
(7,000)


	
(7,191)





	
Case I (before deducting capital allowances)


	
	
386,707







Accounting periods










	
	
	
	
€





	
1. 01/08/21 to 31/07/22


	
[image: ]


	



	
272,970





	
2. 01/08/22 to 31/12/22
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113,737





	
	
	
	
386,707







Note 2:

Capital Allowances Computation










	
	
Vans 12.5%


	
Plant 12.5%


	
Plant & Van 12.5%





	
	
€


	
€


	
€





	
TWDV 01/08/21


	
72,000


	
133,000


	
–





	
Additions during year end 31/07/22


	
  –  


	
  –  


	
39,500





	
	
72,000


	
133,000


	
39,500





	
Wear and tear


	
(12,000)


	
(19,000)


	
(4,938)





	
TWDV 31/07/22


	
60,000


	
114,000


	
34,562





	
Wear and tear for period ended 31/12/22 (5/12ths)


	
(5,000)


	
(7,917)


	
(2,058)





	
TWDV 31/12/22


	
55,000


	
106,083


	
32,504







AP – year ended 31 July 2022 €35,938 (€12,000 + €19,000 + €4,938)

AP – 5 months ended 31 December 2022 €14,975 (€5,000 + €7,917 + €2,058)

Note 3:

Case V income








	
Accounting Period 12 months to 31/07/22


	
Accounting Period 5 months to 31/12/22
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Note 4:








	
Legal expenses disallowed:


	
€





	
Disposal of site


	
3,000





	
Purchase of a new retail unit


	
6,000





	
	
9,000







Note 5:

Lease expenses:

Sales director’s car

€3,500 × €24,000/€21,900 – €3,500 = €336 additional charges allowed.

As the vehicle is a category A car, the lease payments are increased in proportion to the specified amount and the cost of the car, i.e. €24,000 from €21,900.

Managing director’s car

[image: ]

As the vehicle is a category C car, the €24,000 limit applies.

Net deduction = €336 – €145 = €191

Solution 29.2: Gamble Enterprises Limited

(a) Corporation tax computation

Year ended 31 December 2022








	
	
€





	
Case I (Note 1)


	
756,800





	
Charges


	
(18,000) 





	
	
738,800





	
Case IV


	
30,000





	
Case V (Note 2) 


	
 3,000





	
Income


	
771,800





	
Gain (Note 3)


	
   Nil





	
Profits


	
771,800







Corporation Tax

Royalties are a trade charge and reduce trading income.












	
€756,800 – €18,000


	
=


	
€738,800


	
@


	
12.5% =


	
€92,350





	
	
	
€33,000


	
@


	
25%   =


	
 €8,250





	
	
	
€771,800


	
	
	
€100,600







Note 1:

Case I computation









	
	
€


	
€





	
Net profit per accounts


	
	
761,000





	
Addbacks


	
	



	
Depreciation


	
65,000


	



	
Royalties


	
24,000


	



	
Increase in general provision


	
20,000


	



	
Subscriptions


	
3,500


	



	
Miscellaneous – Case V Expenses


	
 500


	
113,000





	
	
	
874,000





	
Deductions


	
	



	
Other income


	
95,000


	



	
Capital allowances (Note 4)


	
22,200


	
(117,200)





	
Case I


	
	
756,800







Note 2:

Case V Computation








	
	
€





	
Rent €500 × 7 months


	
 3,500





	
Less expenses


	
 (500)





	
Case V


	
3,000







Note 3:

Gain

This is development land, which is liable to capital gains tax. The question does not require calculation of the capital gains tax due by the company.

Note 4:

Capital allowances











	
	
Workings


	
P&M 12.5%


	
P&M 12.5%


	
Total W + T





	
	
	
€


	
€


	
€





	
TWDV 01/01/22


	
	
112,500


	
– 


	



	
Additions


	
1 & 2


	
– 


	
27,603 


	
   





	
Wear and tear


	
	
 (18,750)


	
(3,450)


	
22,200





	
TWDV 31/12/2022


	
	
93,750


	
24,153


	





(a) Workings

1. Managing director’s car – as the vehicle is in category F no capital allowances are available.

2. Additions-31/12/22










	
	
	
	
€





	
Computer
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=


	
2,810





	
Van
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=


	
24,793





	
	
	
	
27,603







Note 5:

Dividends received from other Irish companies are not liable to corporation tax.

(b) Income tax











	
Royalties paid


	
€18,000 @


	
20%


	
=


	
3,600





	
Less: DIRT


	
€30,000 @


	
33%


	
=


	
(9,900)





	
Excess DIRT


	
	
 


	
	
6,300







Excess DIRT of €6,300 is used to reduce the company’s corporation tax.








	
Corporation tax


	
€100,600





	
Less: excess DIRT


	
(€6,300)





	
Mainstream corporation tax


	
€94,300







(c) Corporation tax

45% of this liability or 50% of the previous years liability is due on 23 June 2022 and a further payment due by 23 November 2022 to bring both to 90% of the total 2022 liability, with the balance payable when the return is filed on 23 September 2023. If the liability for 2021 was under €200,000, the company can claim small company preliminary tax relief. It must pay the lower of 100% of last year’s final liability or 90% of this year’s liability by 23 November 2022 (see Appendix 1 of Chapter 28).

Income tax

Income tax due is treated as corporation tax payable for the company’s accounting period and is due on the same date as the company’s corporation tax.

(d) Return filing date for Gamble Enterprises is 23 September 2023.

Solution 29.3: Retail Limited

Case I Computation

Year ended 31 December 2022









	
	
€


	
€





	
Net Profit


	
	
1,500,000





	
Addbacks


	
	



	
Depreciation


	
100,000


	



	
Legal expenses


	
2,500


	



	
Lease charges (Note 1)


	
1,558


	



	
Subscriptions


	
2,500


	



	
Interest


	
 10,000


	
116,558





	
Deductions


	
	



	
Other income


	
	
(200,000)





	
Case I


	
	
1,416,558







Corporation tax computation

Year ended 31 December 2022








	
	
€





	
Case I


	
1,416,558





	
Case III


	
 100,000





	
Income


	
1,516,558





	
Gain (Note 2)


	
 149,450   





	
Profits


	
1,666,008





	
Charge (Note 3)


	
 (10,000)





	
	
1,656,008







Corporation tax

Non-trade charges can reduce the profits taxed at the highest rate first (Case III).









	
	
	
€





	
€1,416,558 @ 12.5%


	
=


	
177,070





	
€90,000 @ 25%


	
=


	
22,500





	
€149,450 @ 12.5%


	
=


	
18,681





	
	
	
218,251







Note 1:

Lease charges
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Total restrictions – €308 + €1,250 = €1,558

As the MD’s car is category A, the €24,000 limit applies. As the FC’s car is category C, the lower of half the €24,000 limit and the cost, i.e., €10,500, applies.

Note 2:

Gain on sale of shares










	
	
	
Number


	
Cost





	
	
	
	
€





	
1/4/1992


	
Purchase


	
10,000


	
20,000





	
1/10/1994


	
Bonus issue


	
  5,000


	



	
	
	
15,000


	



	
2/3/1996


	
Rights issue


	
 5,000


	
10,000





	
	
	
20,000


	












	
	
€





	
Sales proceeds (2022)


	
100,000





	
Legal fees


	
(2,500) 





	
 91/92 Cost €20,000 × 1.406


	
 (28,120) 





	
95/96 Enhancement expenditure 


	



	
€10,000 × 1.277


	
(12,770)





	
Gain


	
56,610





	
	



	
Adjusted gain €56,610 × 33/12.5%


	
  149,450







Note 3:

The interest on money borrowed to invest in Andrell Limited is not laid out for the purposes of the trade carried on by Retail Limited and is therefore added back in the Case I computation. However, if certain conditions are met, the interest will be allowed as a charge in the corporation tax computation, under s247 TCA97.

These conditions are as follows:

(a)  Retail Limited must have a material interest in Andrell Limited

(b)  A director of Retail Limited must also be a director of Andrell Limited.

(c)  There must be no repayment of capital during the period of the loan.

(d)  Andrell Limited must use the funds to purchase, improve or repair rented property

As Retail Ltd meets these conditions, the interest is allowed as a non-relevant charge in the corporation tax computation.

Note 4:

Dividends received from other Irish companies are not liable to corporation tax.

Solution 29.4: Tardy Accounts Limited

The computation is as follows:











	
	
12 months to


	
	
6 months to 


	



	
	
30/6/22


	
	
31/12/22


	



	
	
€


	
	
€


	



	
Case I (before deduction of


	
	
	
	



	
capital allowances) (12/18)


	
1,000,000


	
(6/18)


	
500,000


	



	
Capital allowances


	
(75,000)


	
	
(37,500)


	
(Note 1)





	
Case I


	
925,000


	
	
462,500


	



	
Case III 


	
100,000


	
	
230,000


	
(Note 2)





	
Income


	
1,025,000


	
	
692,500


	



	
Chargeable gains


	
 –  


	
	
171,864


	
(Note 3)





	
Profits


	
1,025,000


	
	
864,364


	













	
	
€


	
€





	
Corporation tax:


	
	



	
Case I × 12.5%


	
115,625


	
57,813





	
Case III × 25%


	
25,000


	
57,500





	
Gain × 12.5%


	
  –  


	
   21,483





	
Tax payable


	
140,625


	
 136,796







Note 1 – Capital Allowances:









	
	
€


	



	
Cost


	
600,000


	



	
TWDV 1/7/21


	
450,000


	



	
W&T (€600,000 × 12.5%)


	
(75,000)


	



	
TWDV 1/7/22


	
375,000


	



	
W&T (€600,000 ×12.5%) 


	
(37,500)


	
(short period - €75,000 × 6/12)





	
TWDV 1/1/23


	
337,500


	





Note 2 – Interest:

The actual income earned in each period is taxed, therefore in the six months to 31/12/22 the company received €150,000 (1/9/22) and €80,000 (31/12/22) = €230,000.

Note 3 – Chargeable gain

1. The capital gain on the disposal was generated in July 2022 and therefore occurs in the six month period to 31 December 2022 and is calculated as follows:









	
	
	
€





	
	
Sale proceeds


	
170,000





	
Less:


	
Cost of Acquisition


	



	
March 2002:


	
€100,000 × 1.049


	
(104,900)





	
	
Chargeable gain


	
 65,100





	
	
	





2. The CGT on this gain is €65,100 × 33% = €21,483.

3. The chargeable gain required to give a tax liability of €21,483 using the CT rate of 12.5% is as follows:

[image: ]

4. Therefore, €171,864 is included as a Chargeable Gain in Tardy Accounts Limited’s Corporation Tax Computation for the six-month AP ended 31 December 2022.

Solution 29.5: Drive Limited

Adjusted Profit Computation for the year ended 31 December 2022

Workings










	
	
	
€


	
€





	
Profit on ordinary activities before taxation per accounts


	
122,000





	
ADD BACK





	
1.


	
Depreciation on motor vehicles


	
12,000


	



	
1.


	
Depreciation on plant and machinery


	
15,000


	



	
2.


	
Provision for repairs to premises


	
6,000


	



	
3.


	
Accrual for pension fund contributions


	
2,000


	



	
4.


	
Alarm system for premises


	
5,500


	



	
1.


	
Depreciation on office equipment


	
 6,600


	



	
5.


	
Increase in general bad debts provision


	
6,000


	



	
6.


	
Legal fees re proposed purchase of new premises


	
2,500


	



	
–


	
Customer entertainment


	
7,800


	



	
–


	
Interest on late payment of PAYE/PRSI


	
900


	



	
–


	
Political donation


	
5,500


	



	
7.


	
Finance lease charges


	
14,000


	



	
10.


	
Balancing charge on disposal of van


	
 750


	



	
	
	
	
84,550
















	
DEDUCT





	
1.


	
Profit on disposal of van


	
4,000


	



	
8.


	
Deposit interest received 


	
6,000


	



	
8.


	
National loan stock interest


	
10,000


	



	
9.


	
Irish dividends received


	
4,000


	



	
7.


	
Finance lease repayments


	
42,000


	



	
10.


	
Capital allowances


	
18,938


	



	
	
	
	
(84,938)





	
	
Schedule D Case I tax adjusted profits


	
	
121,612







DRIVE LTD

Corporation Tax Computation for the year ended 31 December 2022









	
	
	
€





	
Schedule D Case I


	
	
121,612





	
Schedule D Case III –


	
Deposit Interest


	
6,000





	
	
Loan Stock


	
  10,000





	
Total Income


	
	
137,612





	
Chargeable Gains


	
	
      – 





	
Total Profits


	
	
137,612














	
CORPORATION TAX CALCULATION


	
€





	
€121,612 × 12.5%


	
15,202





	
€16,000 × 25%


	
4,000





	
Total Corporation Tax Liability


	
19,202







45% of this liability or 50% of the previous years liability is due on 23 June 2022 and a further payment to bring both payments to 90% of the 2022 total liability, due by 23 November 2022, with the balance payable when the return is filed on 23 September 2023. If the liability for 2021 was under €200,000, the company can claim small company preliminary tax relief. It must pay the lower of 100% of last year’s final liability or 90% of this year’s liability by 23 November 2022 (see Appendix 1 of Chapter 28).

WORKINGS TO CORPORATION TAX COMPUTATION OF DRIVE LTD.

1. As depreciation is a notional accountancy charge, it is added back. Consideration should be given to claiming capital allowances for capital expenditure provided such expenditure comes within the terms of s284 TCA97. The profit on the disposal is a deduction as this is also dealt with through capital allowances.

2. A provision for repairs in the future is not an allowable deduction (s81(2) TCA97).

3. Pension fund contributions are allowed on a PAID basis. Therefore, the accrual included in the accounts must be added back.

4. The new alarm system is capital expenditure. It is therefore disallowed in the Case I computation but capital allowances may be claimed.

5. An increase in a general bad debts provision is not allowable whereas an increase in a specific bad debt provision is allowed. If there is a decrease in a general bad debts provision it is not taxable and it is deducted in the computation.

6. Legal fees relate to a capital item and so are disallowed.

 7. Finance lease charges of €14,000 are added back but the company is allowed a deduction for total finance lease repayments for the year, this is calculated as follows:









	
	
	
€





	
01.01.22


	
Opening leasing obligations total


	
37,000





	
	
+ fixed assets acquired under finance leases in 2022 (wheel machine)


	
12,000





	
	
+ finance lease charges


	
14,000





	
31.12.22


	
– Closing leasing obligations total


	
(21,000)





	
∴ Finance Lease repayments for 2022


	
42,000







 8. Deposit interest received without deduction of DIRT at source and interest on National Loan Stock are both taxable under Case III.

 9. Dividends received from other Irish companies are NOT liable to corporation tax.

10. CAPITAL ALLOWANCES COMPUTATION

Expenditure incurred 2019












	
	
Motor Vehicles


	
Vans


	
Plant and Machinery


	
Fixtures and Fittings


	
Total





	
	
€


	
€


	
€


	
€


	
€





	
Cost


	
12,000


	
18,000


	
28,000


	
42,000


	
100,000





	
Disposals


	
 –  


	
(10,000)


	
 –  


	
 –  


	
(10,000)





	
Net Cost


	
12,000


	
 8,000


	
28,000


	
42,000


	
90,000





	
TWDV 01.01.22


	
7,500


	
11,250


	
17,500


	
26,250


	
62,500





	
Disposals (Note 4)


	
 –  


	
(6,250)


	
 –  


	
 –  


	
(6,250)





	
	
7,500


	
5,000


	
17,500


	
26,250


	
56,250





	
W&T @ 12.5% SL


	
(1,500)


	
(1,000)


	
(3,500)


	
(5,250)


	
(11,250)





	
TWDV 31.12.22


	
 6,000


	
 4,000


	
14,000


	
21,000


	
 45,000







Expenditure incurred 2022












	
	
Motor Vehicles


	
Vans


	
Plant and Machinery


	
Fixtures and Fittings


	
Total





	
	
€


	
€


	
€


	
€


	
€





	
TWDV


	
Nil


	
Nil


	
Nil


	
Nil


	
Nil





	
01.01.22


	
	
	
	
	



	
Additions


	
12,000(1)


	
22,000


	
8,000 (2)


	
19,500 (3)


	
61,500





	
Disposals


	
Nil


	
Nil


	
Nil


	
Nil


	
Nil





	
W & T @ 12.5% SL


	
 (1,500)


	
 (2,750)


	
 (1,000)


	
 (2,438)


	
 (7,688)





	
TWDV 31.12.22


	
  10,500


	
  19,250


	
 7,000


	
  17,062


	
 53,812





	
W & T claim for 2019 expenditure


	
€11,250





	
W & T claim for 2022 expenditure


	
€7,688





	
Total W & T claim


	
€18,938







Notes

1) The BMW is a category C vehicle and the capital allowances available are restricted to the lower of 50% of its cost or 50% of €24,000. Therefore, the restricted cost is €12,000. As the Mondeo is category F, there are no capital allowances available.

2) No capital allowances are available on the Dye machine, as it is a leased asset.

3) Included under Fixtures and Fittings are the shelving of €14,000 plus the alarm system of €5,500, which was disallowed in the Case I computation.








	
4) Disposal of van


	
€





	
TWDV 1.1.22


	
6,250





	
Sale proceeds


	
7,000





	
∴ Balancing charge


	
750







Solution 29.6: Rogan Limited

Corporation tax calculation

Rogan Ltd

Accounts for the period ended 31 December 2022









	
	
€


	
€





	
Profit before tax


	
	
180,000





	
	
	



	
Addbacks:


	
	



	
Depreciation


	
12,500


	



	
Patent (Note 1)


	
70,000


	
 82,500





	
Case I (before deduction of capital allowances)


	
	
262,500







As the accounting period spans 18 months it must be split between 12 and 6 months.










	
	
Year ended 30/06/22


	
	
Period ended 31/12/22





	
	
€


	
	
€





	
Case I*  €262,500 × 12/18


	
175,000


	
€262,500 × 6/18


	
87,500





	
Capital allowances (Note 2)


	
(6,250)


	
	
(3,125)





	
Case I


	
168,750


	
	
84,375





	
Corporation Tax × 12.50%


	
 21,094


	
	
10,547







* before deduction of capital allowances

	

Note 1:

No allowance for a patent royalty until it is paid. It will then be treated as a trade charge, s243A TCA97.

Note 2:









	
Capital allowances


	
Fixtures & Fittings 12.5% 


	



	
	
€


	



	
Additions (2 July 2021)


	
50,000


	



	
Wear and tear 2022      12.50%


	
(6,250)


	



	
Tax written down value      1/7/22


	
43,750


	



	
Wear and tear 2022           12.50%


	
(3,125)


	
(limited to 50% – 6-month period)





	
Tax written down value 1/1/23


	
40,625


	





	

Chapter 30: Losses

Solution 30.1: Frank Limited

Year ended – 31/12/2021










	
	
	
€


	
€





	
Case III


	
	



	
24,000





	
Case V


	
	
32,500


	



	
Less:  capital allowances


	
(10,000)


	
  22,500





	
Income


	
 


	
 46,500





	
Charges (Note 1)


	
	
 –  





	
Subject to corporation tax


	
	
46,500





	
CT @ 25% 


	
	
11,625





	
Deduct:


	
s243B relief – excess trading charges


	



	
	
€15,000 @ 12.5%


	
(1,875)





	
	
	



	
	
s396B (Note 2)


	
(9,750)





	
	
	
	



	
	
	
	
 – 







Note 1:

As trade charges exceed trading income, the excess is used to reduce the company’s total corporation tax liability on a value basis – s243B TCA97. Section 243B TCA97 is used in priority to s396B TCA97.

Note 2:









	
Loss Utilisation Memo


	
Actual


	
Value @ 12.5%*





	
	
€


	
€





	
Loss in year to 31/12/2021


	
(300,000)


	



	
s396A – period to 31/12/2020


	
200,000


	



	
	
(100,000)


	
(12,500)





	
s396B – period to 31/12/2021


	
 78,000 


	
9,750  





	
	
(22,000)


	
(2,750)





	
s396B – period to 31/12/2020


	
22,000


	
2,750





	
	
 –  


	
 – 







It should be noted that there is no restriction on the carry back of a loss incurred in a “long period” to a preceding “short period”. The restriction relates to the carry back of a loss incurred in a “short period” to a preceding “long period”.









	
Period ended – 31/12/2020


	
€


	
€





	
Case I


	
200,000


	



	
Less: s396A (Notes 2 and 3) 


	
(200,000) 


	
Nil





	
Case III


	
	
10,000





	
Case V


	
15,000


	



	
Less: capital allowances


	
(8,000)


	
 7,000





	
Subject to Corporation Tax


	
	
17,000





	
CT on passive income – €17,000 @ 25%


	
	
4,250





	
Deduct:	s243B (€5,000 @ 12.5%)

s396B (Note 2)


	
(625)





	
	
	
(2,750)





	
CT Liability


	
	
875







Note 3:

Relief is given for s396A in priority to s243A. Therefore, the trade charges in 2020 are utilised by means of s243B as these is no opportunity to use s243A as the trading income has been offset in full by s396A.









	
Year ended – 31/12/2022


	
€


	
€





	
Case I


	
125,000


	



	
Less: trading charges – s243A


	
(20,000)


	
105,000





	
Case III


	
	
25,000





	
Case V


	
40,000


	



	
Less: capital allowances


	
(60,000)


	
  –  





	
Income


	
	
130,000





	
s308 (Note 4)


	
	
(10,000)





	
	
	
120,000





	
CT on trading income – €105,000 @ 12.5%


	
	
13,125





	
CT on passive – (€25,000 – €10,000) @ 25% (Note 5)


	
	
 3,750





	
CT Liability


	
	
16,875







Note 4:








	
	
€





	
Excess Case V capital allowances


	
20,000





	
s308 claim restricted by 50% (late filing).

The balance of €10,000 is carried forward against future case V


	
10,000







Note 5:







	
s308 claim reduces profits taxable at the highest rate first.







Solution 30.2: Hard Times Limited















	
	
	
12 months 1/1/20–31/12/20 


	
	
6 months 1/1/21–30/6/21


	
	
12 months 1/7/21–30/6/22





	
	
€


	
€


	
	
€


	
€


	
€


	
€


	



	
Case I


	
	
250,000


	
	
	
100,000


	
	
–


	



	
s396A


	
Note 2


	
(125,000)


	
	
Note 1


	
(100,000)


	
	
  –  


	



	
	
	
125,000


	
	
	
 – 


	
	
 – 


	



	
Case V


	
	
100,000


	
	
	
20,000


	
	
25,000


	



	
Income


	
225,000


	
	
	
20,000


	
	
25,000


	



	
Profits liable to CT


	
225,000


	
	
	
20,000


	
	
25,000


	



	
ct × 25%


	
100,000


	
25,000


	
	
20,000


	
5,000


	
25,000


	
6,250


	



	
ct × 12.5%


	
125,000


	
15,625


	
	
	
	
	
	



	
Section 396B


	
	
(12,500)


	
Note 5


	
	
(5,000)


	
Note 4


	
(6,250)


	
Note 3





	
CT Liability


	
	
28,125


	
	
	
  –  


	
	
  –  


	












	
Loss Memo


	
€





	
Trading Loss y/e 30/06/22


	
500,000





	
s396A – 12 mths loss


	



	
against 6 months income of – 30/06/21


	
(100,000) Note 1





	
s396A – 12 mths loss


	



	
against 6 months income of – 31/12/20


	
(125,000) Note 2





	
Remaining unused s396A


	
275,000





	
s396B – 12 mths loss 


	



	
against CT 30/6/22 – €6,250/12.5%


	
(50,000) Note 3





	
s396B – 12 mths loss


	



	
against CT 30/6/21 – €5,000/12.5%


	
(40,000)  Note 4














	
	
€





	
s396B – 12 mths loss


	



	
against CT 31/12/20 – €25,000/12.5%


	



	
can only shelter 6 months 31/12/20 income


	



	
= €25,000/2 = €12,500


	
(100,000) Note 5





	
s396(1) carried forward


	
85,000







Solution 30.3: A Company Limited









	
	
12 months 1/1/21– 31/12/21


	
12 months 1/1/22 – 31/12/22





	
	
€


	
€





	
Case I


	
100,000


	
  –  





	
s396A


	
(100,000)  Note 1


	
  –  





	
Case V


	
 50,000


	
50,000





	
Income 


	
 50,000


	
50,000





	
Profits liable to CT


	
50,000


	
50,000





	
ct × 25%


	
12,500


	
12,500





	
s243B


	
(3,125)  Note 2


	
(6,875) Note 3 





	
s396B


	
(6,875)  Note 5 


	
(5,625) Note 4





	
CT liability


	
2,500


	
   –   














	
Loss Memo


	
€





	
	






	
Trading loss y/e 31/12/22


	
200,000





	
s396A – 12 mths loss


	
(100,000) Note 1





	
against 12 months income of – 31/12/21


	
100,000





	
Remaining unused s396A


	



	
s396B – 12 mths loss


	
(45,000) Note 4





	
against CT 31/12/22 – €5,625/12.5%


	



	
s396B – 12 mths loss


	



	
against CT 31/12/22 – €6,875/12.5%


	
(55,000) Note 5





	
	
   –   









Relief for trade charges








	
2021


	



	
Relief under s396A is granted before s243B. Relief 


	



	
for trade charges is therefore by means of s243B, i.e. 


	



	
€25,000 × 12.5% =


	
€3,125 Note 2





	
2022 


	



	
Relief under s243B is granted before s396B.


	



	
€55,000 × 12.5% =


	
€6,875 Note 3







Solution 30.4: Alpha Limited

Loss relief

1. Case V loss – Accounting period ended 30/6/2020

This loss is carried forward to the accounting period ended 30/6/2021 to reduce Case V income only.

2. Excess Case V capital allowances (IBA) – Accounting period ended 30/6/2020

This excess is used to reduce total profits before charges in the current accounting period.

3. Trading loss – 31/12/2021

(a) The company’s trading loss is used to reduce trading income liable at the standard rate in the previous period of corresponding length.

(b) Any excess trading loss can be used to reduce the company’s corporation tax liability in the current and previous period.

Accounting period ended 30/6/2020








	
	
€





	
Case I


	
40,000





	
Case V


	
  Nil





	
Income


	
40,000





	
Gain


	
2,000





	
Profit


	
42,000





	
s308


	
(5,000) 





	
	
37,000







Corporation tax

s308 reduces profits liable at the highest rate first, if applicable.









	
	
	
€





	
€37,000 × 12.5%


	
=


	
4,625





	
	
	
4,625







Accounting period – six months ended 31/12/2021









	
	
€


	
€





	
Case I


	
	
Nil





	
Case V


	
10,000


	



	
Less: Capital allowances


	
(5,000)


	
5,000





	
Income


	
	
5,000





	
Gains


	
	
15,000





	
Profits


	
	
20,000















	
Corporation tax


	
	
€





	
€5,000 @ 25%


	
=


	
1,250





	
€15,000 @ 12.5%


	
=


	
1,875





	
	
	
3,125





	
Less: Trading loss


	
	



	
396B €25,000 @ 12.5%


	
	
(3,125)





	
	
	
 Nil







Accounting period ended 30/6/2021








	
	
€





	
Case I


	
38,000





	
Less: Trading loss


	



	
s396A €38,000 × 6/12


	
(19,000)





	
	
19,000















	
	
€


	
€





	
	
	



	
Case V


	
20,000


	



	
Less: Capital allowances


	
(5,000)


	



	
Loss carried forward


	
(5,000)


	
10,000





	
Income


	
	
29,000















	
Corporation tax


	
	
€





	
€19,000 × 12.5%


	
=


	
2,375





	
€10,000 × 25%


	
	
2,500





	
	
	
4,875





	
Less 396B €6,000 @ 12.5%


	
	
(750)





	
	
	
4.125















	
Accounting year ended 31/12/2022


	
€


	
€





	
Case I


	
	
80,000





	
Case V


	
25,000


	



	
Less: Capital allowances


	
(5,000)


	



	
Net Case V


	
	
20,000





	
Income


	
	
100,000





	
Gain


	
	
3,000





	
Profits


	
	
103,000







Corporation tax









	
	
	
€





	
€80,000 @ 12.5%


	
=


	
10,000





	
€20,000 @ 25%


	
=


	
5,000





	
€3,000 @ 12.5%


	
=


	
375





	
	
	
15,375







Note 4: Utilisation of trading loss









	
	
Actual


	
Value @ 12.5%





	
	
€


	
€





	
Trading loss arising in the period to 31/12/21


	
(50,000)


	



	
Utilised under s396A in preceding period


	
19,000


	



	
Loss remaining


	
(31,000)


	
(3,875)





	
Utilised under s396B(3) in current period


	
25,000


	
3,125





	
Loss remaining


	
(6,000)


	
(750)





	
Utilised under s396B(3) in preceding period


	
6,000


	
750





	
	
  Nil


	
   Nil







Chapter 31: Groups: Payments, Losses and Transfers of Assets

Solution 31.1: Wise Limited

[image: ]

(a) A capital gains tax group comprises a principal company and its effective 75% subsidiaries as well as their effective 75% subsidiaries.

Accordingly, in this case, all companies, i.e., Wise Limited, Delta Limited, Beta Limited and Alpha Limited are members of the same capital gains tax group.

(b) (1) Delta Ltd – disposal of premises 01/02/2022








	
	
€





	
Sales proceeds – 2022


	
 250,000





	
Cost price – 91/92 €135,000 × 1.406


	
(189,810)





	
Gain


	
60,190





	
[image: ]


	
19,863







 Corporation tax on chargeable gain at effective rate of 12.5%

 (2) Acquisition of premises by Beta Ltd from Wise Ltd on 10/9/2022 

This transaction does not give rise to a chargeable gain as both Beta Ltd and Wise Ltd were members of the same group at the time of transfer.

 (3) Transfer of premises by Alpha Ltd to Delta Ltd on 20/12/2022 

This transaction does not give rise to a chargeable gain as both Alpha Ltd and Delta Ltd were members of the same group at the date of transfer.

 (4) Disposal of shares in Alpha on 31/12/2022








	
	
€





	
Proceeds 2022


	
50,000





	
Costs 90/91


	
(95,000)





	
	
(45,000)







Since the transfer of the premises by Alpha to Delta Ltd was at undervalue, it would be regarded as a depreciatory transaction under s621. Consequently, the loss will be reduced to an amount which may be regarded as “just and reasonable”. In this case, it is likely that the loss on the disposal of the shares in Alpha Limited will be reduced to Nil.

As Alpha Ltd did not at the date of disposal hold any assets, which had been acquired from other group members, no gains will crystallise under s623 TCA97.

Solution 31.2: P Limited

E Ltd is not a group member, as P Ltd does not have a 75% holding in E Ltd.

F Ltd is also not a group member as it is not an EU/DTA resident company or quoted on a recognised stock exchange.








	
B Ltd


	
€





	
Corporation tax computation


	



	
Case I


	
Nil





	
Case III


	
10,000





	
Income


	
10,000





	
Gain


	
5,000





	
Profit


	
15,000















	
Corporation tax





	
€10,000


	
@ 25%  =


	
2,500





	
€5,000 


	
@ 12.5% = 


	
625





	
 3,125





	
Loss relief s396B (Note 1 – utilisation of B Ltd’s losses)	(3,125)





	
CT liability


	
  –  
















	
C Ltd


	
	
	
€















	
Corporation tax computation


	
	



	
Case I


	
	
Nil





	
Case III


	
	
20,000





	
Income


	
	
20,000





	
Corporation Tax


	
	



	
€20,000 @ 25%


	
=


	
5,000





	
Less:


	
	



	
Less relief s396B (€20,000 @ 12.5%)


	
=


	
(2,500)





	
CT liability


	
	
2,500







A Limited









	
Corporation tax computation


	
€


	
€





	
Case I


	
10,000


	



	
s420A – group relief from B Limited (Note 1)


	
(10,000)


	
–





	
Gain


	
10,000


	



	
Capital loss (Note 3)


	
(25,000)


	
  –  





	
Profits subject to corporation tax 


	
	
  –  







D Limited

Corporation tax computation









	
	
€


	
€





	
Case I


	
7,500


	



	
s420A – group relief from B Limited (Note 1 and 2)


	
(5,625)


	
1,875





	
Case III


	
	
10,000





	
Profits subject to corporation tax


	
	
11,875





	
CT on trading income @ 12.5%


	
	
234





	
CT on passive income @ 25%


	
	
2,500





	
s420B – group relief from B Limited (Notes 1 and 2)


	
	
(1,172)





	
CT liability


	
	
1,562







Note 1:









	
Utilisation of losses of B Limited


	
Actual


	
Value @ 12.5%





	
	
€


	
€





	
Losses of B Limited


	
(50,000)


	
(6,250)





	
Utilised by B Limited under s396B


	
25,000


	
3,125





	
Available for group relief


	
(25,000)


	
(3,125)





	
Utilised by A Limited under s420A


	
10,000


	
1,250





	
	
(15,000)


	
(1,875)





	
Utilised by D Limited under s420A (Note 2)


	
 5,625


	
703





	
Utilised by D Limited under s420B (Note 2)


	
 9,375


	
1,172





	
Losses remaining


	
  –  


	
  –  







Note 2:

As D Limited only became a member of the group on 1 April 2022, it may only claim group relief in respect of the period from 1/4/22 – 31/12/22. Accordingly, the amount of the claim under s420A is restricted to the lower of :












	
	
	
€


	
	
	
€





	
	
Case I of D Limited *9/12


	
7,500


	
*9/12


	
=


	
5,625





	
or


	
Available for group relief *9/12


	
25,000


	
*9/12


	
=


	
18,750







The amount of the claim under s420B is restricted to the lower of:












	
	
CT *9/12


	
2,734


	
*9/12


	
=


	
2,050





	
or


	
Available for group relief *9/12


	
3,125


	
*9/12


	
=


	
2,344





	
or


	
Value of remaining unutilised losses


	
	
	
	
1,172







Note 3:

A Limited and D Limited will have capital losses forward of €15,000 and €17,000 respectively to reduce chargeable gains in future periods.

Solution 31.3: D Limited

Consortium relief applies as D is:

• A holding company where business consists wholly or mainly in the holding of shares or securities of companies which are its 90% or more directly held trading subsidiaries.

• Owned at least 75% by five or fewer EU/DTA resident companies or by companies quoted on a recognised stock exchange.

Note:

G Ltd is not a consortium company as it is not a 90% trading subsidiary of D.

Relief

Loss relief can be transferred directly up from the trading companies to the top companies only. The top companies cannot transfer losses between themselves nor down to the trading companies. Alternatively, however, the trading companies can surrender losses to the holding company; the holding company can also surrender amounts to the top companies.

Year ended 31/12/2021












	
	
	
E Ltd.


	
F Ltd.





	
	
	
Entitlement


	
Utilised


	
Entitlement


	
Utilised





	
	
	
€


	
€


	
€


	
€





	
a


	
70%


	
1,400


	
1,400


	
7,000


	
7,000





	
b


	
20%


	
400


	
400


	
2,000


	
2,000





	
c


	
10%


	
 200


	
Nil


	
 1,000


	
Nil





	
	
	
(2,000)


	
	
(10,000)


	





Year ended 31/12/2022












	
	
	
E Ltd.


	
F Ltd.





	
	
	
Entitlement


	
Utilised


	
Entitlement


	
Utilised





	
	
	
€


	
€


	
€


	
€





	
a


	
70%


	
35,000


	
35,000


	
3,500


	
3,500





	
b


	
20%


	
10,000


	
4,545


	
1,000


	
455





	
c


	
10%


	
 5,000


	
5,000


	
 500


	
500





	
	
	
(50,000)


	
	
(5,000)


	





 Year ended 31/12/2021

A Limited








	
	
€





	
Case I


	
20,000





	
Case V


	
 18,000





	
	
 38,000

















	
Corporation tax


	
	
	
	
€





	
€20,000


	
@


	
12.5%


	
=


	
2,500





	
€18,000


	
@


	
25%


	
=


	
 4,500





	
	
	
	
	
7,000







Less: consortium relief










	
E Ltd €1,400


	
@


	
12.5%


	
(175)





	
F Ltd €7,000


	
@


	
12.5%


	
(875)





	
CT liability


	
	
	
5,950














	
B Limited


	
€





	
Case I


	
50,000







Corporation tax











	
€50,000


	
@


	
12.5%


	
=


	
6,250







Less: consortium relief












	
E Ltd


	
€400


	
@


	
12.5%


	
=


	
(50)





	
F Ltd


	
€2,000


	
@


	
12.5%


	
=


	
 (250)





	
	
	
	
	
	
5,950














	
C Limited


	
€





	
Case I


	
Nil





	
Case V


	
9,500





	
	
9,500

















	
Corporation tax


	
	
	
	
€





	
€9,500


	
@


	
25%


	
=


	
2,375







Less: relief on value basis










	
€19,000


	
@


	
12.5% (s396B TCA97)


	
(2,375)





	
CT Liability


	
	
	
  Nil







The company has an unutilised loss of €11,000 (€30,000 – €19,000).

This loss is carried forward under section 396(1) to reduce profits of the same trade.

Note:

Notwithstanding that C Ltd cannot utilise its consortium relief entitlement for 31/12/2021, the excess cannot be surrendered to A Ltd and B Ltd but must fall back to E Ltd and F Ltd to be carried forward to reduce trading profits of the same trade in E Ltd and F Ltd. This relief will not be available for consortium relief in the future.

Year ended 31/12/2022

A Limited








	
	
€





	
	
100,000





	
Case I


	
20,000





	
Case V


	
120,000

















	
Corporation Tax


	
	
	
	
€





	
€100,000


	
@


	
12.5%


	
=


	
12,500





	
 €20,000


	
@


	
25%


	
=


	
5,000





	
	
	
	
	
17,500







Less: consortium relief












	
E Ltd 


	
€35,000


	
@


	
12.5%


	
=


	
(4,375)





	
F Ltd 


	
€3,500


	
@


	
12.5%


	
=


	
(438)





	
CT liability


	
	
	
	
	
12,687














	
B Limited


	
€





	
Case I


	
5,000







Corporation Tax











	
€5,000


	
@


	
12.5%


	
=


	
625







Less: Consortium relief











	
E Ltd


	
€4,545


	
@


	
12.5%


	
(568)





	
F Ltd


	
€455


	
@


	
12.5%


	
 (57)





	
CT liability


	
	
	
	
Nil







C Limited









	
	
€


	
€





	
Case I


	
50,000


	



	
Less: s396(1)


	
(11,000)


	
39,000





	
Case V


	
	
10,000





	
	
	
49,000







Corporation Tax











	
€39,000


	
@


	
12.5%


	
=


	
4,875





	
€10,000


	
@


	
25%


	
=


	
2,500





	
	
	
	
	
7,375







Less: consortium relief












	
E Ltd


	
€5,000


	
@


	
12.5%


	
=


	
(625)





	
F Ltd


	
€500


	
@


	
12.5%


	
=


	
(63)





	
CT liability


	
	
	
	
	
6,687







Note:

Notwithstanding that B Ltd cannot utilise in full its consortium relief entitlement, the excess cannot be surrendered to A Ltd and C Ltd but must fall back to E Ltd and F Ltd to be carried forward. The excess will not be available for consortium relief in the future.

Solution 31.4: The Holdco Group

Holdco’s only income was a dividend from another Irish resident company which is exempt from corporation tax.

B Limited








	
Corporation tax computation


	
€





	
Case I


	
Nil





	
Case III


	
20,000





	
Income


	
20,000





	
Gain


	
10,000





	
Profits


	
30,000







Corporation Tax










	
€20,000


	
@


	
25%


	
5,000





	
€10,000


	
@


	
12.5%


	
1,250





	
	
	
	
6,250







Less: Relief on value basis










	
€50,000


	
@


	
12.5%


	
(6,250)





	
CT Liability


	
	
	
 Nil 







B Limited has an unutilised loss of €50,000 (€100,000 – €50,000).

Only 6/12 of this can be grouped as B Ltd is only in the group for six months. The balance of €25,000 is carried forward against trading profits of the same trade.








	
Group relief


	
€





	
Carried forward under s396(1)


	
25,000





	
	
25,000





	
	
50,000







C Limited

Corporation tax computation








	
Case I


	
Nil





	
Case III


	
40,000





	
Income


	
40,000







Corporation tax











	
€40,000


	
@


	
25%


	
=


	
10,000







Less: Relief on value basis











	
€80,000


	
@


	
12.5%


	
=


	
(10,000)





	
 


	
	
	
	
 Nil







C Limited has an unutilised loss of €60,000 (€140,000 – €80,000).

This loss is available for group relief.

Group Relief

The loss available from B Ltd and C Ltd can be grouped to A Ltd and D Ltd to reduce corporation tax on total profits. The losses can be divided in any preferred ratio between A Ltd and D Ltd.










	
	
A Ltd


	
D Ltd


	
Value of loss





	
	
€


	
€


	



	
B Ltd


	
25,000


	
–


	
12.5%





	
C Ltd


	
25,000


	
35,000


	
12.5%







A Limited

Corporation tax computation










	
	
	
€


	
€





	
Case I


	
	
	
80,000





	
– less s420A C Ltd


	
	
	
(25,000)





	
– less s420A B Ltd


	
	
	
(25,000)





	
	
	
	
30,000





	
Case III


	
	
	
 30,000





	
Income


	
	
	
60,000





	
Gain


	
	
20,000


	



	
Capital Loss


	
	
(50,000)


	
  –  





	
Profit


	
	
	
60,000







Corporation Tax











	
€30,000  


	
@


	
12.5%


	
=


	
3,750





	
€30,000


	
@


	
25%


	
=


	
7,500





	
	
	
	
	
11,250







Note:

Capital losses on the sale of development land can be used to reduce non development land gains.

A Ltd has a capital loss of €30,000 carried forward to reduce capital gains in future accounting periods. Capital losses cannot be grouped.

D Limited

Corporation tax computation








	
	
€





	
Case I


	
35,000





	
– less s420A C Ltd


	
(35,000)





	
	
– 





	
Case III


	
20,000





	
Income


	
20,000







Corporation tax











	
€20,000  


	
@


	
25%


	
=


	
€5,000







D Ltd has a capital loss of €34,000, which is carried forward to reduce capital gains in future accounting periods.

Non-Group members

E Ltd is not a group member, as Holdco Ltd does not have a 75% holding.

F Ltd is not a group member, as it is not an EU/DTA resident company or quoted on a recognised stock exchange.

Solution 31.5: Capital Problems

(a)   Under Schedule 18A TCA97, where a company becomes a member of a group of companies, any losses which had arisen in the company prior to becoming a member of the group and losses which have accrued on assets held at that time, are restricted as to the manner in which they can be offset.

This is a form of anti-avoidance to deal with the buying of companies with capital losses.

Pre-entry losses

The term describes losses which have arisen in the company prior to its becoming a member of the group. They may be offset only against gains made on:

(1) The disposal of an asset owned by the company prior to it becoming a member of the group, or

(2) Arising on the disposal of an asset brought into the group by the new member, or

(3) On assets acquired by the new member of the group from a person other than a member of the group, and which at all times is used by the company in a trade which it had carried on immediately before becoming a group member.

(b) As both companies are members of the same CGT group, the transfer of land takes place under s617 TCA97 at a deemed price which ensures that no gain and no loss arises to A Limited on the disposal as the relief extends to development land.

(c) March 2015

 No chargeable gain arises on an intra-group transfer – s617 TCA97.

2022

As Y Ltd leaves the group within 10 years of acquiring an asset from another group member, the gain on this intra-group transfer is triggered under s623 TCA97 and levied on the company exiting the group. Accordingly, Y Ltd is liable to tax on this crystallised gain in 2022.








	
2022


	
€





	
Sales proceeds (market value)


	
78,550





	
Cost 1996/97 €60,000 × 1.033


	
(61,980)





	
Crystallised gain under s623 TCA97


	
16,570







Solution 31.6: Run, Walk and Skip Limited









	
Run Limited’s disposal of asset


	
	
€





	
Sale Price


	
	
112,288





	
Cost as indexed €75,000 × 1.232 (from 9/97 to 7/22)


	
	
(92,400)





	
Gain


	
	
19,888





	
Chargeable to Corporation tax :


	
	



	
[image: ]


	
=


	
52,504





	
The CT payable on the gain is €52,504 @ 12.5%


	
	
6,563





	
Skip Limited’s disposal of asset


	
	
€





	
Sale Price


	
	
85,000





	
Cost as indexed €135,000 (no indexation due to loss)


	
	
(135,000)





	
Loss


	
	
(50,000)







(Note – figures in bold order of relief granted)

Run Limited – Computation for 31/12/22:








	
	
€





	
Case I


	
Nil





	
Case V


	
20,000





	
Chargeable gain


	
52,504





	
Total profits


	
72,504







Corporation tax:









	
€20,000 × 25%


	
5,000


	



	
€52,504 × 12.5%


	
6,563


	



	
s396B €92,504* × 12.5%


	
(11,563)


	
(1)





	
CT liability


	
  Nil


	



	
* €11,563/12.5%


	
	





Walk Limited – Computation for 31/12/22:









	
	
€


	



	
Case I


	
100,000


	



	
s420A


	
(100,000)


	
(2)





	
	
Nil


	



	
Case V


	
  30,000


	



	
Total profits


	
 30,000


	



	
Corporation tax:


	
	



	
€30,000 × 25%


	
7,500


	



	
s420B €57,496** × 12.5%


	
 (7,187)


	
(4)





	
CT liability


	
 313


	



	
**€7,187/12.5%


	
	





Skip Limited – Computation for 31/12/22:










	
	
	
€


	



	
Case I


	
	
50,000


	



	
s420A


	
	
(50,000)


	
(3)





	
	
	
Nil


	



	
Case V


	
	
 15,000


	



	
Total profits


	
	
 15,000


	



	
Corporation tax:


	
	
	



	
€15,000 × 25%


	
	
3,750


	



	
CT liability


	
	
 3,750


	





Loss Memo – Run Limited:









	
	
€


	



	
Case I loss


	
300,000


	



	
s396B


	
(92,504)


	
(1)





	
s420A (Walk Ltd)


	
(100,000)


	
(2)





	
S420A (Skip Ltd)


	
(50,000)


	
(3)





	
s420B (Walk Ltd)


	
(57,496)


	
(4)





	
s420B (Skip Ltd)


	
	



	
	
   Nil


	





Readers should note that Skip Limited should have transferred its asset to Run Limited prior to its disposal. This would have enabled Run Limited to set the €50,000 loss against the gain, which would have resulted in more of Walk’s losses being available for set-off against other income.

Skip Ltd must now carry the capital loss forward for offset against any future gains. If either Walk or Run Ltd intend to sell an asset in the future, they should transfer it to Skip Ltd before disposal so that can sell the asset and shelter the gain with its loss forward of €50,000.

Solution 31.7: Brighton and Hove Limited

Brighton Limited – Computation for year end 31/12/21:








	
	
€





	
Case I


	
Nil





	
Case V


	
20,000





	
Total profits


	
20,000





	
Corporation tax:


	



	
€20,000 × 25%


	
5,000





	
s396B: €40,000 × 12.5%


	
(5,000)





	
CT liability


	
 Nil







Loss Memo – Brighton Limited:









	
	
€


	



	
Case I loss


	
100,000


	



	
s396B above


	
(40,000)


	



	
s420A Hove Limited 2021


	
(40,000)


	
 (below)





	
s420B Hove Limited 2021


	
(20,000)


	
 (below)





	
	
  Nil


	





Hove Limited – Computation for year end 31/12/21:








	
	
€





	
Case I


	
40,000





	
s420A (above)


	
(40,000)





	
	
Nil





	
Case V


	
15,000





	
Total profits


	
15,000





	
Corporation tax:


	



	
€15,000 × 25%


	
3,750





	
s420B Brighton Limited 2021


	



	
€20,000 ×12.5% (above)


	
(2,500)





	
s396B: €10,000 × 12.5%


	
(1,250)





	
CT liability


	
 Nil







Hove Limited – Computation for year end 31/12/22:








	
Case I


	
Nil





	
Case V


	
30,000





	
Total profits


	
30,000





	
Corporation tax:


	



	
€30,000 × 25%


	
7,500





	
s396B: €60,000 × 12.5%


	
(7,500)





	
CT liability


	
 Nil







Loss Memo – Hove Limited:










	
	
	
€


	



	
Case I loss


	
	
200,000


	



	
s396B (to 31/12/22)


	
	
(60,000)


	



	
s396B (to 31/12/21)


	
	
(10,000)


	



	
s420A (to 31/12/22)


	
	
(90,000)


	
 (below)





	
Carry forward – s396(1)


	
	
 40,000


	





Brighton Limited – Computation for year end 31/12/22:









	
	
€


	



	
Case I


	
90,000


	



	
s420A Hove Ltd. 2022


	
(90,000)


	
(above)





	
Total profits


	
Nil


	





Solution 31.8: Chairs Limited

No gain or loss arises out of the disposal of the property between the group members concerned. Desks Limited is treated as acquiring the asset in June 1995 for €40,000, and is regarded as incurring all the subsequent enhancement expenditure on it.

The tax position is as follows, assuming the property could not be regarded as development land. As a result of leaving the group in January 2000, Desks Limited is deemed to have sold and reacquired the property at market. The gain is calculated as follows:










	
	
	
€


	
€





	
Deemed sale proceeds


	
	
	
129,000





	
Cost 1995: indexed [95/96]


	
€40,000 × 1.071


	
42,840


	



	
Enhancement 1996: [96/97]


	
€20,000 × 1.050


	
21,000


	



	
Enhancement 1997: [97/98]


	
€15,000 × 1.033


	
15,495


	
79,335





	
Gain


	
	
	
49,665







Tax on this gain would be payable by Desks Ltd.

The amount chargeable to corporation tax in respect of the disposal of the property in March 2022 is as follows:










	
	
€


	
€


	
€





	
Sale proceeds


	
	
	
280,000





	
Deemed cost


	
129,000


	
	



	
Indexed @ 1.193


	
	
153,897


	



	
Enhancement cost


	
3,000


	
 


	



	
Indexed @ 1.193


	
	
3,579


	
(157,476)





	
Gain


	
	
	
122,524





	
Chargeable to CT


	
	
	



	
€122,524 ×   33 	12.5


	
	
	
€323,463







Chapter 32: Close Companies

Solution 32.1: Simms Limited

Corporation tax computation year ended 31st December 2022









	
	
€


	
€





	
Case I (Note 1)


	
102,465


	



	
Less: s396(1)


	
(15,000)


	
87,465





	
Case III


	
	
10,500





	
Case V (Note 3)


	
	
20,000





	
Income


	
	
117,965





	
Gain (Note 4)


	
	
 38,016 





	
Profits


	
	
155,981















	
Corporation tax


	
	



	
€87,465 @ 12.5%


	
=


	
10,933





	
€30,500 @ 25%


	
=


	
7,625





	
€38,016 @ 12.5%


	
=


	
  4,752





	
CT Liability


	
	
23,310







Note 1:

Case I computation









	
	
€


	
€





	
Net profit per accounts


	
	
180,000





	
Addbacks


	
	



	
Entertainment


	
9,000


	



	
Lease expenses (Note 2)


	
1,465


	
10,465





	
Deductions:


	
	



	
Other income


	
	
(88,000)





	
Case I


	
	
102,465







Note 2:

Motor lease rental

[image: ]

Note 3:

Case V computation








	
	
€





	
Rent received


	
30,000





	
Less: Capital allowances


	



	
€250,000 @ 4%


	
(10,000)





	
	
20,000







Note 4:

Capital gain











	
	
	
	
Number of shares


	
Cost €





	
15 Nov 1989


	
	
	
30,000


	
30,000





	
2 Nov 1992 – Rights Issue


	
	
	
15,000


	
22,500





	
	
	
	
45,000


	
52,500





	
Sales proceeds (2022)


	
	
	
	
90,000





	
Cost – 89/90


	
	
	
	



	
€30,000 × 1.503


	
	
	
	
(45,090)





	
Enhancement expenditure – 92/93


	
	
	
	



	
€22,500 × 1.356


	
	
	
	
(30,510)





	
Gain


	
	
	
	
 14,400





	
As adjusted 


	
[image: ]


	
=


	
	
  38,016







Surcharge

Step 1 – Income

• Ignore chargeable gains

• Ignore the trade loss carried forward








	
	
€





	
Trading income


	
102,465





	
Investment income – Case III


	
10,500





	
Estate income – Case V


	
30,000 (excluding capital allowances)





	
	
142,965







Step 2 – Investment and estate income

The estate and investment income for the accounting period is now calculated.








	
	
€





	
Net income as above


	
142,965














	
A = Total of estate income and investment income included in


	



	
Income of the Accounting period calculated above.


	
40,500





	
B = Total amount of income included in the same calculation


	



	
above before losses and charges of the period.


	
142,965

















	
	
	
	
	
€





	
[image: ]


	
=


	
[image: ]


	
=


	
40,500





	
	
	
	



	
Add franked investment income


	
=


	
10,000





	
	
50,500














	
Step 3 – Distributable estate and investment income


	
€





	
Estate and investment income


	
50,500





	
Less:


	



	
Corporation tax on estate and investment income


	



	
(Excluding franked investment income)


	



	
€40,500 × 25%


	
(10,125)





	
Gross distributable estate and investment income


	
40,375





	
Less: Trading discount @ 7.5%


	
(3,028)





	
	
37,347





	
Less: Distributions in AP and dividends within 18 months


	
 Nil





	
	
37,347





	
Surcharge @ 20%


	
 7,469





	
The surcharge is payable with the corporation tax liability for the


	



	
year ended 31 December 2023.


	





Solution 32.2: Green Food Limited

(a) Broadly there are four main consequences of being treated as a close company.

(i) Under s438 TCA97, where a close company makes a loan to a participator, tax at the standard rate must be accounted for to the Revenue Commissioners.

There are some exceptions to these rules, the principal ones being:

(I)   A loan made in the ordinary course of the company’s business, which includes the lending of money.

(II)  A debt incurred as the supplier of goods or services in the ordinary course of the company’s business, unless the period of credit given exceeds six months or is longer than that normally given to the company’s customers.

(III) Where the amount of the loan is less than €19,050 and the borrower works full time for the company and does not have a material interest in the company (more than 5% of the ordinary share capital).

(ii) Under s437 TCA97, excess interest paid to directors or their associates is treated as a distribution. This treatment applies to interest in excess of the lower of:

13% of the total loans from directors; or

13% of the nominal amount of the issued share capital and share premium account.

Treatment as a distribution means the company does not obtain a tax deduction for the interest payment. At the same time, the participator is taxable under Schedule F on the total amount of the benefit.

(iii) Under s436 TCA97, expenses met by the company on behalf of participators are treated as distributions. This treatment applies only in situations where the benefits concerned are not taxable under Schedule E as Benefits in Kind, i.e., where the participator involved is not an employee or director of the company.

(iv) Under s440 TCA97, undistributed investment and estate income of a close company is subject to a surcharge of 20%. The surcharge applies where the investment or estate income is not distributed to shareholders within 18 months of the end of the accounting period concerned. For service (professional) companies, s441 TCA97 surcharges 50% of the undistributed trading income at 15% as well as the s440 TCA97 surcharge.

(b) Case I computation










	
	
	
€


	
€





	
Net profit per accounts


	
	
	
392,500





	
Addbacks:


	
	
	



	
Lease rental Ken


	
Note 1


	
180


	



	
Lease rental Gary


	
Note 2


	
2,544


	



	
Aine total motor expenses


	
Note 3


	
6,450


	



	
Interest on loan


	
Note 4


	
 200


	
 9,374





	
Case I


	
	
	
401,874














	
Corporation tax


	
€





	
€401,874 @ 12.5% =


	
50,234














	
Income tax – s438


	
€





	
Loan to participator


	
20,000





	
s438 liability 20/80


	
 5,000







Notes:

1. Lease rental Ken

[image: ]

2. Lease rental Gary

[image: ]

3. The cost of running Aine Murphy’s car is treated as a distribution as she is a participator in the company. As she is not a director or employee of the company, she is not assessable under the Schedule E benefit in kind provisions.

4. Interest on loan from director s437

Overall limit is lower of:










	
13% of loan =


	
13% × €15,000


	
=


	
€1,950





	
or


	
	
	



	
13% of issued share capital


	
13% × €10,000


	
=


	
€1,300














	
	
€





	
Interest paid


	
1,500





	
Limit


	
(1,300)





	
Distribution


	
 200







The company should withhold income tax at the standard rate on the €1,300 treated as interest and should withhold dividend withholding tax on the €200 treated as a distribution.

Solution 32.3: Close Company

(a) Broadly speaking, a close company is a company which is under the control of five or fewer participators or under the control of its directors. Companies owned by the State are excluded from the definition of a close company and this exclusion is extended to companies owned by EU Member States and countries with which Ireland has a double tax treaty

(b) (i) Is the company controlled by five or fewer participants?








	
	
€





	
John Jackson


	
10,000





	
Ron Jones


	
 4,800





	
Peter Mullins


	
5,000





	
PR Ltd


	
5,000





	
Hank Ltd


	
70,000





	
1 External shareholder (note)


	
1,052





	
	
95,852





	
	
47.93%







Therefore the company is not controlled by five or fewer participators as less than 50% of the voting power is held by five or fewer participators.

Note:

As PR Ltd is associated with John Jackson and Peter Mullins, the three shareholders (Jackson, Mullins and PR Ltd) constitute only two participators. It is therefore necessary to include one of the other shareholders to make up five participators.

(ii) Do five or fewer participators control more than 50% of the total share capital?








	
	
€





	
John Jackson


	
23,000





	
Ron Jones


	
 7,300





	
Peter Mullins


	
10,000





	
PR Ltd


	
20,000





	
Hank Ltd


	
140,000





	
1 External shareholder


	
1,997





	
	
202,297





	
	
50.6%







As five or fewer participators control more than 50% of the issued capital the company is a close company unless it falls within the exclusion of s431 TCA97 – shares held by the public. While 35% of the voting shares in the company are held by the “public” as defined, the shares in P Ltd are not quoted on a recognised stock exchange. Therefore P Ltd is a close company.

	Solution 32.4: Carrican Limited








	
Case II computation


	
€





	
Net profit per accounts


	
90,000





	
Addbacks


	



	
Interest (Note 1)


	
4,037





	
Deductions


	



	
Deposit interest


	
(40,000)





	
Case II


	
54,037





	
Corporation Tax computation


	



	
Case II


	
54,037





	
Case III


	
40,000





	
Total Income


	
94,037

















	
Corporation Tax





	
€54,037


	
@


	
12.5%


	
=


	
6,755





	
€40,000


	
@


	
25%


	
=


	
10,000





	
CT Liability


	
	
	
	
16,755















	
Surcharge Calculation


	
	
€





	
(i)   Distributable trading income


	
	



	
Service income


	
	
54,037





	
Less: CT @ 12.5%


	
	
(6,755)





	
	
	
47,282





	
(ii)     Half this amount


	
	
23,641





	
(iii)  Distributable estate and investment income


	
	



	
	
=


	
40,000





	
Less CT @ 25%


	
=


	
(10,000)





	
	
	
30,000





	
Less trading discount 7.5%


	
	
(2,250)





	
	
	
27,750





	
	
	
€





	
	
	



	
(iv)    Surcharge


	
	



	
Trading Income


	
	
23,641





	
Estate and investment income


	
	
27,750





	
	
	
51,391





	
Distributions in AP and within 18 months


	
	



	
€10,000 + €4,037 + €3,750


	
	
(17,787)





	
Surchargeable excess


	
	
33,604





	
(v)   Estate and investment income


	
	
27,750





	
Distributions made


	
	
(17,787)





	
	
	
9,963





	
(vi)    Excess


	
	
9,963





	
Surcharge @ 20%


	
	
1,993





	
Surchargeable excess as above


	
	
33,604





	
Less: Levied @ 20%


	
	
(9,963)





	
Total


	
	
23,641





	
(vii)  Surcharge @ 15%


	
	
3,546





	
Total surcharge payable by Carrican Ltd


	
	



	
€1,993 + €3,546


	
	
5,539







Notes

1. Maximum allowable interest payable to participators is €13, i.e., €100 @ 13%. The balance of the interest paid to Julie, i.e., €90,000 × 9% × 6/12 = €4,050 – €13 = €4,037 is a distribution and must be added back in the corporation tax computation. As a distribution, withholding tax must be operated. Income tax at the standard rate must also be withheld on the allowable €13 and the liability included in the corporation tax return for the period.

2. As the effective loss to the company on the acquisition of Gary’s car at overvalue does not appear to have been included in the accounts, no adjustment is necessary in calculating Case I income. However, the amount of €3,750 constitutes a distribution and therefore the company must operate dividend withholding tax.

Solution 32.5: B Limited








	
1. Calculate the “income” of the company


	
€





	
Schedule D  Case I


	
10,000





	
Case III


	
8,000





	
Case V


	
 6,000





	
	
24,000





	
Less: Relevant trading charges


	
(3,000)





	
	
21,000







Note that the adjusted gain is not included in the surcharge calculation, as only undistributed income is surcharged.

2. Calculate the “Estate and Investment Income”

First calculation








	
	
€





	
FII


	
2,000
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12,250





	
	
14,250





	
Deduct: Relevant non-trade charges (against all profits)


	
    (Nil)





	
Estate and Investment income


	
14,250














	
3. “Distributable Estate and Investment Income”


	
€





	
Estate and Investment Income


	
14,250





	
Less: Corporation Tax (€12,250 × 25%)


	
(3,063)





	
	
11,187





	
Less: Trading Discount @ 7.5%


	
 (839)





	
	
10,348





	
4. Surchargeable amount


	
€





	
Distributable Estate and Investment Income


	
10,348





	
Less: Distributions for the period:


	



	
Final dividend declared and paid


	
(2,000)





	
	
8,348





	
Surcharge at 20%


	
1,670







This surcharge is treated as part of the corporation tax liability for the accounting year ended 31/12/2023 and is therefore payable in line with the 2023 CT payment dates. The company has 18 months to declare and pay dividends to avoid the surcharge.

Solution 32.6: Reek Limited

1. The distributable trading income of the company is calculated as follows:








	
	
€





	
Case II


	
18,000





	
Less: Relevant trade charges


	
  –  





	
	
18,000





	
CT at 12.5%


	
(2,250)





	
Distributable trading income


	
15,750







2. Calculate half of the distributable trading income: €15,750/2 = €7,875.

3.  Add to amount at point 2 the distributable estate and investment income (net of trading  discounts).








	
Distributable estate and investment income:


	
€





	
Schedule D    Case II


	
18,000





	
Case III


	
4,000





	
Case V


	
9,000





	
	
31,000





	
Less: Relevant trading charges


	
  –  





	
	
31,000
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13,000





	
Franked investment income


	
7,000





	
Estate and investment income


	
20,000





	
Less: Non-relevant trade charges


	
(3,000)





	
	
17,000





	
Less: Corporation tax (€13,000 – €3,000) × 25%


	
(2,500)





	
	
14,500





	
Less: Trading discount at 7.5%


	
(1,088)





	
	
13,412





	
“Distributable estate and investment income”


	
13,412





	
Half of distributable trading income


	
7,875





	
Total


	
21,287





	
	
€





	
4.  Less: Distributions made


	
(2,000)





	
Total surchargeable amount


	
19,287





	
5.  Excess of distributable estate and investment income over distributions made


	
€





	
Distributable estate and investment income


	
13,412





	
Less: Distributions made


	
(2,000)





	
	
11,412





	
6.  Surcharge at 20% on €11,412 = €2,282


	



	
7.  Surcharge at 15%


	
€





	
Total surchargeable amount


	
19,287





	
Less: Excess levied at 20%


	
(11,412)





	
Total


	
7,875





	
Surcharge at 15%: €7,875 × 15% = €1,181


	





Therefore, the total surcharge assessed on the company is €2,282 + €1,181 = €3,463

This surcharge is treated as part of the corporation tax liability for the accounting year ended 31/12/2023 and is therefore payable in line with the 2023 CT payment dates. The company has 18 months to declare and pay dividends to avoid the surcharge.


12 CAPITAL ACQUISITIONS TAX SOLUTIONS

Chapter 33: Basic Principles of Capital Acquisitions Tax

Solution 33.1: Terminology

Part 1

Eoin received €30,000 from Sheila








	
	
€





	
Value of Gift


	
30,000





	
Small gift exemption


	
(3,000)





	
Taxable value


	
27,000





	
Group threshold €16,250 @ Nil


	
Nil





	
Balance:	€10,750 @ 33%


	
3,548





	
CAT liability


	
3,548







Sarah received €40,000 from her mother Sheila, via Eoin.








	
	
€





	
Value of Gift


	
40,000





	
Small gift exemption


	
(3,000)





	
Taxable value


	
37,000







As the taxable value is less than the Group A threshold of €335,000, no CAT liability arises.

Part 2


	Gerry is the donee of a life interest and Patrick is the donee of a freehold interest.

	The valuation date for Gerry is when he received the right to use the cottage. The valuation date for Patrick is the date of death of Gerry.

	Gerry is entitled to the small gift exemption of €3,000.



Part 3


	The date of disposition is 1 January 2022.

	Joseph becomes “beneficially entitled in possession” on 1 July 2022.

	The valuation date is 1 July 2022.

	CAT is payable on 31 October 2022. The return must be filed by 31 October 2022.



Solution 33.2: Territorial Scope

(i)	Anna

Anna is liable to Irish CAT on the Canadian property, as she is resident in Ireland. The previous benefit received by Anna from her grandmother is aggregated with the current benefit as both benefits are within Group B.








	
Aggregate A


	
€





	
Market value


	
350,000





	
Inheritance from grandmother


	
63,000





	
	
413,000





	
Group threshold €32,500 @ Nil


	
Nil





	
Balance €380,500 @ 33%


	
125,565





	
CAT on Aggregate A


	
125,565














	Aggregate B

	



	Prior benefit

	63,000




	
Group threshold €32,500 @ Nil


	
Nil





	
Balance €30,500 @ 33%


	
10,065





	
CAT on Aggregate B


	
10,065





	
CAT on Aggregate A


	
125,565





	
CAT on Aggregate B


	
(10,065)





	
CAT liability


	
115,500







(ii)	Susan

Susan is resident in Canada, but is liable to Irish CAT as the holiday home is property situated in the State. The benefit is taxable under Group C, as Susan is a stranger to Andrew for CAT purposes.








	
	
€





	
Market value of holiday home


	
200,000





	
	



	
Group threshold €16,250 @ Nil


	
Nil





	
Balance €183,750 @ 33%


	
60,638





	
CAT liability


	
60,638







(iii)	Paul

The Irish Government stock is property situated in the State. However, Paul can avail of the exemption contained in s81 CATCA 2003, as he is neither resident nor domiciled in the State and Andrew has owned the stock for fifteen years prior to the disposition.

Solution 33.3: Method of Computation

This is a taxable gift as the disponer, Thomas, is Irish domiciled and resident. The relevant group threshold is A: €335,000, gift from parent to a child.

Aggregate A








	
	
€





	
Gift from father on 15 June 2022


	
500,000





	
Small gift exemption


	
(3,000)





	
Taxable value


	
497,000





	
Jewellery inherited from mother


	
20,000





	
	
517,000





	
Group Threshold €335,000 @ Nil


	
Nil





	
Balance €182,000 @ 33%


	
60,060





	
CAT on Aggregate A


	
60,060







Aggregate B	






	



	
 €





	
Prior Benefit 


	
20,000





	
As this is less than the group threshold of €335,000 CAT does not arise


	






	
CAT liability on Aggregate B 


	
Nil





	
CAT liability on Aggregate A 


	
60,060





	
CAT liability on Aggregate B 


	
(Nil)





	
CAT liability 


	
60,060







The inheritance received by Sean from his grandmother is not included as it falls into Group Threshold B.

Solution 33.4: Valuation of Limited Interest

(i)	CAT liability for Susan

“Slice” of house in Kinsale
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The life interest factor for a 50 year old female is 0.7791. The taxable value is therefore:

€160,000 × .7791 = €124,656





	



	
 €





	
Group threshold €32,500 @ Nil 


	
Nil





	
Balance: €92,156 @ 33%


	
 30,411





	
CAT liability


	
 30,411







(ii)	CAT liability for Aine





	



	
€





	
Market value of dwelling-house


	
400,000





	
Less Susan’s “slice”


	
(160,000)





	
Taxable value


	
  240,000





	
Group threshold €16,250 @ Nil


	
Nil





	
Balance: €223,750 @ 33%


	
 73,838





	
CAT liability


	
 73,838








Aine’s benefit from her father is not aggregated as it is not within the same group threshold.

(iii) CAT liability for Maire     €

Taxable value of Benefit         30,000

As the taxable value is less than Group B threshold of €32,500, no CAT liability arises.

Solution 33.5: Valuation of Limited Interest






	



	
€





	
Market value of property


	
 350,000





	
Less liabilities (mortgage)


	
 (100,000)





	
Incumbrance free value


	
 250,000





	



	
€





	
Life interest 


	
112,650    [€250,000 × 0.4506]





	
Less consideration


	
 (40,000)





	



	
72,650





	
Small gift exemption 


	
(3,000)





	
Taxable value 


	
69,650





	
Group threshold €16,250 @ Nil 


	
Nil





	
Balance €53,400 @ 33% 


	
17,622





	
CAT liability 


	
17,622








As inheritances from spouses are exempt, the previous benefit received by Andrew from his wife is not aggregated with the current benefit.

Solution 33.6: Joseph Murphy

(i)	John




	



	
€





	
Taxable value 


	
100,000





	
Group threshold €32,500 @ Nil 


	
Nil





	
Balance €67,500 @ 33% 


	
22,275





	
CAT liability 


	
22,275








(ii)	Breda

“Slice” of property
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The life interest factor for a 60 year-old female is 0.6475. The taxable value is therefore:

€200,000 × 0.6475 = €129,500

Breda is taxed under the Group B threshold on receipt of a benefit from her son as the benefit is a limited interest.





	



	
€





	
Group threshold €32,500 @ Nil 


	
Nil





	
Balance €97,000 @ 33% 


	
32,010





	
CAT liability 


	
32,010









(iii)	Helen

Helen has received a benefit of €500,000 subject to a charge in favour of Breda.






	



	
€





	
Market value of house 


	
500,000





	
Less Breda’s “slice” 


	
(200,000)





	
Taxable value 


	
300,000





	
Group threshold €16,250 @ Nil 


	
Nil





	
Balance €283,750 @ 33% 


	
93,638





	
CAT liability 


	
93,638










On the death of Breda, Helen receives an additional benefit from Joseph.
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This benefit is aggregated with the previous benefit of €300,000 to give a total of €518,182.












	
Aggregate A


	
€





	
Taxable value


	
518,182





	
Group threshold €16,250 @ Nil


	
Nil





	
Balance: €501,932 @ 33%


	
165,638





	
CAT on Aggregate A


	
165,638












	
Aggregate B


	






	
Taxable value


	
300,000





	
Group threshold €16,250 @ Nil 


	
Nil





	
Balance: €283,750 @ 33% 


	
93,638





	
CAT on Aggregate B 


	
93,638





	
CAT on Aggregate A


	
 165,638





	
CAT on Aggregate B


	
 (93,638)





	
CAT liability 


	
72,000









Solution 33.7: Agricultural Relief

CAT liability of Sinead

Note: As Sinead is the wife of Adrian’s deceased brother, she will step into the shoes of her husband and may use the group B threshold for CAT purposes – Sch 2, paragraph 6.

Is Sinead a farmer?






	



	
Agricultural 


	
Non-agricultural





	



	
€


	
€ 





	
Farm and farmhouse 


	
1,500,000


	






	
Livestock 


	
300,000


	






	
Cash at bank 


	



	
50,000





	
Sinead’s property  


	



	
300,000





	
Sinead’s cash 


	
_____


	
30,000





	



	
1,800,000


	
 380,000









€1,800,000/€2,180,000 × 100/1 = 82.57%

In addition to satisfying the 80% test, as Sinead plans on farming 25 hours per week, she will satisfy the 50% of his or her normal working time, requirement. Therefore, Sinead qualifies as a “farmer.”
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The balance of €811 relating to debts and funeral expenses are allocated against other inheritance.





	



	
€





	
Market value of agricultural assets 


	
1,800,000





	
Less agricultural relief (90%) 


	
(1,620,000)





	
Agricultural value 


	
180,000





	
Less agricultural value of costs (€29,189 × 10%) 


	
(2,919)





	



	
177,081





	
Value of limited interest (.8683 × €177,081) = 


	
153,759





	
Cash benefit = (.8683 × (€50,000 − €811)) = 


	
42,711





	
Taxable value 


	
196,470





	
Group threshold €32,500 @ Nil 


	
Nil





	
Balance: €163,970 @ 33% 


	
54,110





	
CAT liability 


	
54,110









Sinead must farm the agricultural property for at least 6 years to avoid a claw-back of the relief.

Solution 33.8: Business Relief

(a)	Relevant Business Property is defined in s93 CATCA as:

1.	property consisting of a business or an interest in a business;

2.	unquoted shares or securities in a company carrying on business providing the beneficiary will, on the valuation date and after taking the benefit, own more than 25% of the voting rights or control the company within the meaning of s27 CATCA or will own at least 10% of the shares and have worked fulltime for the company for a period of at least 5 years ending on the date of the benefit;

3.	land or buildings, plant or machinery used in a business or by a company which are gifted to the beneficiary at the same time as the company shares;

4.	certain quoted shares that were unquoted when the disponer first acquired them or on May 1994 whichever is later.

Businesses which consist wholly or mainly of dealing in currency, securities, stocks or shares, land or buildings, or the making or holding of investments do not constitute relevant business property.

Relevant business property must have been owned for a period of 2 years prior to the date of an inheritance or 5 years prior to the date of a gift. However, where relevant business property has replaced other property which would have qualified as relevant business property within these periods, then the replacement property will also qualify.

(b)	Kevin will qualify for relief on the basis that, after taking the benefit, he will own more than 25% of the share capital of the company.

Helen will qualify on the basis that she will own 20% of the shares and works full time in the company.

The shares (on inheritance) have been owned by Barry for in excess of two years and so qualify for business property relief under the minimum ownership test. The earlier benefit received by Kevin would not have qualified for BPR as on the date of the gift, the shares had not been held for the requisite period.

The value of the shares which qualify, for BPR, on Barry’s death are as follows:

(20 × €5,000) = €100,000

Apply business property relief (reduce €100,000 by 90%) = €10,000.

Aggregate A




	



	
€





	
BPR shares


	
 10,000





	
Previous benefit


	
97,000 (€100,000 less €3,000 small gift exemption)





	
Taxable value 


	
107,000








As the taxable value is less than the Group A threshold of €335,000, no CAT liability arises.

(c)(ii)	As Helen has worked in the business for 5 years, favourite ‘niece’ relief applies.

Aggregate A

BPR shares €10,000 [20 × €5,000, less BPR of 90%]

As the taxable value is less than the Group A threshold of €335,000, no CAT liability arises.


13 REVISION QUESTIONS

Value-Added Tax

Revision Question VAT.1:

[Assumption – the Standard rate of Irish VAT is 23%, the Reduced rate is 13½% and the Standard rate of French VAT is 20%. 

An Irish firm of architects is preparing its VAT return for the period May/June 2022.

It issues the following sales invoices:


	Invoice 001 – net of VAT amount €250,000 – this is a stage payment for work on the design of a factory in Cork.

	Invoice 002 – net of VAT amount €75,000 – this is a stage payment for work for a French developer on the design of a scheme of houses in Marseille.

	Invoice 003 – net of VAT amount €500,000 – this is a stage payment for work on the design of a factory, located in Paris, for a French developer.

	Invoice 004 – net of VAT amount €350,000 – this is the final payment for the design of a scheme of house for Donegal Co Council.



It receives the following purchase invoices, all dated in May/June 2022.


	Invoice A – net of VAT amount £50,000 – issued by a French designer engaged to provide design services relating to the factory in Paris.

	Invoice B – net of VAT amount €20,000 – issued by an office print materials supplier located in Dublin.

	Invoice C – net of VAT amount €5,000 – issued by a waste disposal company located in Dublin.

	Invoice D – net of VAT amount €25,500 – issued by its landlord in respect of the quarterly rent on the property which is held by the architects on foot of a 20-year lease where the option to tax has been exercised by the landlord.

	Invoice E – net of VAT amount €3,500 – issued by an Irish tax consultant in relation to the firm’s tax obligations in France.

	Invoice F – net of VAT amount €2,000 – issued by a French advertising company in relation to a job advertisement taken out by the firm in a French publication.



REQUIRED:

(a) Compute the Irish VAT liability (VAT payable) for the firm.

(b) How much French VAT was incurred in the period? How can this be recovered by the firm?

Revision Question VAT.2:

A farmer carried out the following transactions throughout the period 1 July – 31 December 2022:








	
Sales


	
 





	
Sale of milk


	
€775,000





	
Sale of calves


	
€50,000





	
Sale of barley


	
€25,000





	
Sale of wool


	
€8,000





	
Inputs (exclusive of VAT)


	
 





	
Land reclamation


	
€55,000





	
Oral animal medicines


	
€3,000





	
Non-oral animal medicines


	
€5,000





	
Tax/accountancy services


	
€7,500





	
Fertiliser


	
€25,000





	
New tractor


	
€75,000





	
Diesel (green)


	
€40,000







REQUIRED:

Taking account of the above transactions, would it be more advantageous for the farmer to register for VAT or not to register (flat-rate farmer)? Compare both scenarios, discuss and show computations to support your conclusion.

Income Tax

Revision Question IT.1: Tom Clark

Detailed Case I computation

Tom Clarke is single and has carried on a business as an architect for many years. He makes up annual accounts to 31 December. His profit and loss account for the year ended 31 December 2022 as follows:








	
 


	
€





	
Fees charged


	
407,000





	
Profit on disposal of fixed assets


	
1,400





	
Deposit interest received (net of DIRT)


	
3,700





	
Dividend received from Irish company (net)


	
1,800





	
Rental income from Irish residential property


	
6,000





	
 


	
419,900





	
 


	
 





	
Salaries (Note 1)


	
44,000





	
Rent and rates


	
20,800





	
Advertising (Note 2)


	
2,500





	
Depreciation (Note 3)


	
8,600





	
Travel and entertainment (Note 4)


	
10,600





	
Light and heat (Note 5)


	
1,200





	
Telephone and postage


	
4,780





	
Subscriptions and donations (Note 6)


	
1,200





	
Bad debts (Note 7)


	
750





	
Professional fees (Note 8)


	
8,700





	
Office stationery, drawing materials


	
11,800





	
Interest expense (Note 9)


	
6,000





	
Miscellaneous (Note 10)


	
4,100





	
 


	
125,030





	
Profit before tax


	
294,870















	
Note 1: Salary comprises:


	
 


	
€





	
 


	
– self – salary


	
23,780





	
 


	
– self – Medical Insurance VHI


	
220





	
 


	
– professional staff – salary


	
19,350





	
 


	
– professional staff – VHI


	
650





	
 


	
 


	
44,000















	
Note 2:


	
	
€





	
	
Advertising the services that the business provides


	
1,200





	
	
Advertising for staff


	
1,200





	
	
Advertising for tenant for residential property


	
 100





	
	
	
2,500














	
Note 3:


	
The depreciation charge relates to Tom’s motor cars and fixtures and fittings. The fixture and fittings were purchased in March 2018 at a cost of €30,000.





	
	
During the year, Tom used two motor cars. A BMW Cat B which had originally cost €16,000 in January 2018 was sold for €3,400 on 5 October 2022. The tax written down value of this car at 1 January 2022 was €12,000.





	
	
On 6 October 2022, he bought a new Volkswagen car for €34,000, (Category D).





	
 


	
Both vehicles were used 1/3 for private purposes.















	
Note 4:


	
	
€





	
	
Entertainment of clients


	
2,600





	
	
Staff Christmas party


	
1,200





	
	
Air fares for Tom Clarke’s trips to rugby internationals


	
350





	
 


	
Motor running expenses for BMW (Note 3)


	
4,200





	
	
Motor running expenses for Volkswagen (Note 3)


	
2,250





	
	
	
10,600














	
Note 5:


	
One-third of the light and heat relates to Tom’s private residence.





	
	
The balance relates to the office premises.















	
Note 6


	
	
€





	
	
Donations to various charities


	
500





	
	
Subscription to political party


	
500





	
	
Subscription to the Royal Institute of Architects in Ireland


	
200





	
	
	
1,200















	
Note 7:


	
	
€





	
	
Bad debts written off


	
1,850





	
 


	
Reduction in general bad debt provision


	
(1,100)





	
	
	
   750















	
Note 8:


	
	
€





	
	
Accountancy fees


	
2,400





	
	
Defense against legal proceedings taken by client


	
4,800





	
	
Tax consultancy fees re: inheritance tax planning


	
1,400





	
	
Planning permission for extension to private residence


	
   100





	
	
	
8,700















	
Note 9:


	
	
€





	
	
Interest on bank overdraft


	
620





	
	
Interest on loan to purchase let residential property


	
880





	
	
Mortgage interest on loan taken out in 1996


	
4,500





	
	
	
6,000















	
Note 10:


	
	
€





	
	
Business insurance


	
350





	
	
Insurance on let premises


	
200





	
	
Interest on underpaid VAT


	
650





	
	
Tom’s parking fines


	
150





	
	
Servicing of office computer


	
280





	
	
Newspapers for office reception area


	
400





	
	
Postage


	
250





	
	
Permanent health insurance


	
420





	
	
Deed of covenant paid to incapacitated niece


	
1,000





	
	
Miscellaneous – all allowable


	
400





	
	
	
4,100







REQUIRED:

Calculate Mr. Clarke’s total tax liability, including PRSI and USC for the year ended 31 December 2022. You may assume that his only sources of income are those included in his accounts.

Revision Question IT.2: Fergus Clinton

Fergus Clinton is single and Irish resident, but non-Irish domiciled. He has been in business as a sole trader, manufacturing household electrical appliances, for a number of years and is now contemplating retiring due to ill health. He prepares accounts to 30 September each year. Results for the year ended 30 September 2022 were as follows:









	
 


	
Notes


	
€





	
Turnover


	
 


	
18,906,250





	
Net operating profit


	
(1)


	
2,210,940





	
Other income and gains


	
(2)


	
154,595





	
 


	
 


	
2,365,535





	
Financial costs


	
(3)


	
(158,375)





	
Net profit before taxation


	
 


	
2,207,160















	
Note 1: Costs deducted in arriving at net operating profit include:


	
€





	
	
Depreciation


	
593,750





	
	
Salaries for staff


	
837,500





	
	
Salary and bonus paid to Fergus Clinton


	
131,250





	
	
Legal and professional (i)


	
45,750





	
	
	
€





	
	
Travel and entertainment (ii)


	
64,100





	
	
Bad debts (iii)


	
21,437





	
	
Royalties (iv)


	
275,000







The following additional analyses are available:










	
(i)


	
Legal and professional


	
€





	
 


	
Legal:


	
pursuit of bad debts


	
4,850





	
 


	
 


	
renewal of factory lease


	
2,050





	
 


	
 


	
renewal of patent licence


	
3,500





	
 


	
 


	
dispute with cousin regarding inheritance


	
12,200





	
 


	
Tax and professional advice in connection with sale of shares


	
12,500





	
 


	
Annual accountancy fees


	
10,650





	
 


	
 


	
 


	
45,750

















	
(ii)


	
Travel and entertainment


	
 


	
 





	
 


	
Motor expenses:


	
 


	
 


	
 





	
 


	
Car


	
Date of purchase


	
Cost


	
Expenses





	
 


	
 


	
 


	
€


	
€





	
 


	
171 D 1425


	
1 June 2017


	
14,000


	
3,125





	
 


	
222 D 9479


	
1 July 2022*


	
20,000


	
7,426





	
 


	
 


	
 


	
 


	
10,551





	
 


	
Miscellaneous business trips and accommodation


	
23,650





	
 


	
Customer entertainment


	
15,340





	
 


	
Supplier entertainment


	
4,809





	
 


	
Staff Christmas party


	
9,750





	
 


	
 


	
 


	
 


	
64,100







	Both motor vehicles were purchased new on the dates identified above and both are used 100% for business purposes.

	* The carbon emissions level on the car is 130 g/km (Category B).











	
(iii)


	
Bad debts


	
 


	
 


	
 





	
	
Opening provision:


	
 


	
€





	
	
	
– general


	
	
(22,000)





	
	
	
– specific


	
	
(10,500)





	
 


	
	
– bad debts written off


	
9,563





	
 


	
Closing provision:


	
 


	
 





	
	
	
– general


	
	
32,000





	
	
	
– specific


	
	
12,374





	
	
Profit and loss account


	
	
21,437














	
(iv)


	
Royalties





	
	
The royalty is paid to the holder of a patent on an appliance manufactured by the business. The amount actually paid during the income tax year 2022 was €300,000.







2. Other income was made up as follows:









	
€





	
 


	
Net rental income received in respect of apartment


	
108,680





	
	
complex in Marbella (i)


	



	
	
Profit on sale of shares (ii)


	
  45,915





	
	
	
154,595







(i) Rental income

Fergus rents the apartment complex through Budget Travel and receives no income in the period from October to April each year. The income of €108,680 was deposited as follows:









	
 


	
	
€





	
	
- Barclays Bank, London


	
55,000





	
	
- Bank of Ireland, Cork


	
30,000





	
	
- Banco Santander, Madrid


	
23,680







(ii) Profit on sale of shares

This related to a disposal of shares in an Irish plc.

3. Financial costs were made up of the following:








	
 


	
€





	
Interest on working capital term loan


	
121,450





	
Interest on business overdraft


	
31,675





	
Miscellaneous bank charges


	
  5,250





	
	
158,375







Aside from the motor vehicle, the business made the following additions in the year ended 30 September 2022:








	
 


	
€





	
Plant and machinery


	
150,000





	
Office furniture


	
30,000







All previous capital expenditure on plant and machinery other than motor vehicles had been fully written off and the business received no grants.

He has provided you with the following additional information in relation to income and outgoings for the year ended 30 September 2022:









	
Income:


	
Account 1


	
Account 2





	
	
€


	
€





	
Bank deposit interest (net)


	
1,836


	
1,469





	
DIRT at 33%


	
904


	
723





	
	
2,740


	
2,192














	
Outgoings:


	
€





	
Mortgage interest on loan taken out in 1996 to purchase private home from Irish Bank plc


	
4,500





	
Covenant paid to daughter aged 19 attending university (gross amount)


	
1,000







REQUIRED:

(a) Compute Fergus’s Case I income before capital allowances for the 2022 income tax year on the assumption that he continues in business for a number of years beyond 30 September 2022.

(b) Compute Fergus’s Case I income before capital allowances for the 2022 income tax year on the assumption that he ceases to trade on 30 September 2022 and explain to Fergus how this cessation will affect his 2021 assessment.

(c) Compute Fergus’s capital allowance claim and his income tax liability for the 2022 income tax year on the assumption that he does not cease to trade.

Revision Question IT.3: Sandrine Leblanc

Non-domicile; Case I

Sandrine Leblanc was born in Paris and is French domiciled. She is married to an Irish man, Tom Lonergan, and the couple have been living in Dublin for a number of years. Tom works for a Swiss bank in the IFSC. Sandrine runs her own business as a sole trade operation – she makes chocolates and French pastries and sells her produce in her shop in Drumcondra and in selected SuperValu stores.

She prepares accounts to 30 September each year.

Her results for the year ended 30 September 2022 are as follows:









	
 


	
	
€





	
Sales


	
	
 496,087





	
Cost of sales


	
Note 1


	
(62,045)





	
Gross profit


	
 


	
 434,042





	
Less: Expenses


	
	
 





	
Advertising


	
 


	
(1,250)





	
Insurance


	
Note 2


	
(10,765)





	
Depreciation of shop premises


	
	
(2,000)





	
Depreciation of kitchen equipment and


	
	
 





	
shop fittings


	
 


	
(3,000)





	
Depreciation of motor vehicles


	
 


	
(3,500)





	
Write off of shop fittings


	
Note 3


	
(12,000)





	
Salaries and wages


	
Note 4


	
(135,000)





	
Legal expenses


	
Note 5


	
(32,480)





	
Motor expenses


	
Note 6


	
(6,000)





	
Repairs and maintenance


	
Note 7


	
(75,430)





	
Defalcations


	
Note 8


	
(879)





	
Provision for stock obsolescence


	
Note 9


	
(9,922)





	
Light and heat


	
Note 10


	
(1,540)





	
	
	
€





	
Accounting costs


	
Note 11


	
(3,580)





	
Relaunch expenses


	
Note 12


	
(22,300)





	
Travel and entertainment


	
Note 13


	
(4,000)





	
Contract cleaners


	
	
 (560)





	
Patent royalties


	
Note 14


	
(9,922)





	
Miscellaneous (all allowable)


	
 


	
(15,988)





	
Net profit before tax


	
 


	
83,926





	
Tax charge


	
	
(10,540)





	
Net profit after tax


	
	
73,386







Unless otherwise stated, all of the above expenses relate to the trade.

The following information is relevant:








	
 Note 1:


	
The figure for cost of sales includes an amount of €230 in respect of chocolates, which Sandrine gifted to family and friends at Christmas time, and an amount of €980 in respect of chocolates, which Sandrine used as free samples at promotions in various SuperValu stores over the course of the year.















	
 Note 2:


	
Insurance comprises the following:


	
€





	
	
Permanent health insurance


	
 1,450





	
	
Business insurance


	
  9,315





	
	
	
10,765







The figure for permanent health insurance relates to the premium for 2022 paid in January 2023.








	
 Note 3:


	
The shop fittings were acquired on 1 December 2018 for €30,000 and were shown in the balance sheet at 30 September 2022 at their net book value of €12,000 (i.e., original cost net of accumulated depreciation of €18,000). The tax written down value of the fittings at 31 December 2021 was €18,750. Following severe flooding in January 2022, the interior and contents of Sandrine’s Drumcondra shop were destroyed. No amount was recoverable in respect of the shop fixtures and fittings -flood damage was not covered by Sandrine’s business insurance policy. Fortunately, Dublin City Council agreed to dispose of the fittings free of charge.







 Note 4: Salaries and wages comprise the following:









	
 


	
	
€





	
	
Au pair


	
6,000





	
 


	
Shop assistants


	
54,000





	
	
Delivery man


	
30,000





	
	
Self (Sandrine)


	
45,000





	
	
	
135,000







Sandrine and Tom have two children aged 7 and 4. The au pair was employed to look after the two children so that Sandrine is free to work in her Drumcondra premises in the morning.

Note 5: Legal expenses comprise the following:








	
 


	
€





	
Defence against legal proceedings taken by customer


	
7,450





	
Legal proceedings taken against insurance company


	
15,490





	
Defence against legal proceedings taken by au pair


	
9,540





	
	
32,480







The customer is suing for food poisoning.

Sandrine is suing the insurance company because it refuses to pay any compensation for the flood damage.

The au pair is suing because she believes she was unfairly dismissed by Sandrine.

Note 6: The motor expenses relate to two cars and one van and are as follows:








	
	
€





	
Alpha Giulia


	
1,700





	
Opel Mokka


	
1,250





	
Ford Transit Van


	
3,050





	
	
6,000







The Alpha Giulia and the Opel Mokka were both driven by Sandrine – 60% for private purposes. The Alpha Giulia was purchased new in August 2020 (Category C) for €32,000 and was sold in July 2022 for €19,044. The Opel Mokka was purchased new in July 2022 for €30,000. (Carbon emissions level 150 g/kg, Category C)

The Ford Transit Van was purchased second hand in August 2021 for €20,000. It is driven by the delivery man – 30% for private purposes.

Note 7: Repairs and maintenance comprise the following:








	
	
€





	
Painting and redecorating following flood damage


	
28,846





	
New shop fittings (replacement of old following flood damage)


	
45,315





	
Servicing of shop computer


	
1,269





	
	
75,430







 Note 8: This relates to theft of stock by employees.

 Note 9: This comprises the following:










	
	
	
	
€





	
Write-off of stock following flooding


	
8,850





	
Provision for future flood damage calculated as 5% of closing stock figure


	
1,072





	
	
	
	
9,922







 Note 10: 80% of this figure relates to private domestic use.

 Note 11: This comprises the following:










	
	
	
	
€





	
Preparation of annual business accounts


	
1,640





	
Preparation of VAT returns


	
1,240





	
Annual Christmas dinner for accountants


	
700





	
	
	
	
3,580







 Note 12: Relaunch expenses relate to the official reopening of the shop by the Taoiseach following the flood damage. The figure comprises the following:










	
	
	
	
€





	
Cheese and wine reception for guests


	
2,300





	
Donation to political party


	
20,000





	
	
22,300







 Note 13: This comprises the following:










	
	
	
	
€





	
Trip to France to visit parents


	
890





	
Trip to Belgium to attend chocolate makers’ conference


	
2,630





	
Airfare to France for au pair


	
480





	
	
4,000







 Note 14: Patent royalty payments paid during the year amount to €8,000.

Tax written down values at 1 January 2022 are as follows:










	
	
	
	
€





	
Shop fittings


	
18,750





	
Kitchen equipment


	
Nil





	
Alpha Guilietta


	
18,000





	
Delivery van


	
17,500







There were no transactions in capital assets during the year other than those referred to in the notes above.

Sandrine earned interest income of €107 (net of deposit interest retention tax) on an AIB ordinary deposit account in the 2022 income tax year. Sandrine’s only other source of income in the period 1 January 2022 to 31 December 2022 is net rental income of €25,000 from an apartment in London.

This rental income was paid into a UK bank account. She remitted €5,000 of this amount into her AIB bank account in Drumcondra on 1 July 2022.

Tom Lonergan earned a gross salary of €115,500 in the 2022 income tax year. PAYE withheld amounted to €31,000. He also received a bonus of €30,000 in December 2022 (gross). PAYE withheld amounted to €12,600.

He is also supplied with a company car which was bought by his employer second hand in May 2015 for €14,500. The retail list price of the car when first registered was €28,000. His employer pays all the expenses in respect of running the car other than private fuel and the cost of insurance, which Tom is obliged to defray himself. He estimates that his total annual kilometres amounts to 40,600 km, of which 32,800 are in the course of performance of his duties. Tom receives free meals in the staff canteen on the days on which he is located at the head office. The cost of providing these meals by his employer amounts to approximately €300. The staff canteen is available to all staff and all meals are provided free. Tom’s only other sources of income in the income tax year 2022 are as follows:










	
	
	
	
€





	
Irish bank deposit interest (net)


	
72





	
Dividend on CRH (Irish quoted) shares (net)


	
300







REQUIRED:

Prepare a tax computation for Sandrine and Tom (including PRSI and USC) for the 2022 income tax year on the assumption that they are jointly assessed.

Revision Question IT.4: Shane Smyth

Case I calculation including capital allowances

Shane Smyth is a single man who is Irish resident and domiciled. He operates a manufacturing business in Dublin as a sole trader. The manufacturing business had the following results for the year ended 31 December 2022:









	
	
Notes


	
€





	
Turnover


	
	
1,001,567





	
Cost of sales


	
(1)


	
(801,287)





	
Gross profit


	
	
200,280





	
Expenses:


	
	



	
Telephone


	
(2)


	
2,092





	
Depreciation


	
	
 2,500





	
Light and heat


	
 


	
2,656





	
Motor and travel


	
(3)


	
16,987





	
Repairs and renewals


	
(4)


	
2,800





	
Professional fees


	
(5)


	
4,756





	
Insurance


	
	
3,656





	
Interest


	
(6)


	
7,875





	
Accountancy and audit fees


	
	
3,364





	
General expenses


	
(7)


	
12,875





	
	
	
59,561





	
Net profit


	
	
140,719







Notes

(1) The cost of sales includes €25,000 in respect of depreciation, €12,000 in respect of stock written off and €5,000 in respect of goods stolen by staff.

(2) The figure for telephone does not include Shane’s home phone charges, which amounted to €800. He estimates that approximately 60% of the home phone charges are for his business.

(3) Motor and travel includes Shane’s car expenses of €3,300. The car was bought in November 2020 (Carbon emissions level 150 g/kg, Category C) and is used approximately 70% for business purposes.

   The salesperson drives a leased car that had an original list price of €25,000 when it was first leased in 2017. The total motor expenses in respect of this car were €10,000 for 2022, of which €7,000 was the leasing charge. The salesperson has annual business travel of 28,800 km and annual personal travel of 3,200 km.

(4) Repairs and renewals include €1,000, which is the cost of a computer in use in the business at year end.

(5) The professional fees relate to the architects’ plans for a new extension to the factory, in respect of which Shane hopes to get planning permission in 2023.

(6) The interest expense is made up as follows:









	
	
 


	
€





	
	
Interest on loan for working capital


	
2,200





	
	
Interest on loan to purchase the factory premises


	
2,150





	
	
Interest on loan to buy house in Spain for Shane


	
3,525





	
	
	
7,875







(7) General expenses include the following:









	
	
 


	
€





	
	
Fine for polluting the local river


	
6,200





	
	
Entertaining suppliers


	
2,200





	
	
Staff Christmas party


	
850





	
	
Trade subscriptions


	
625







(8) Capital allowances – opening balances

   The situation regarding assets bought prior to 1 January 2022 is as follows:












	
	
	
Date of Purchase


	
Cost


	
	
Written Down Value at 1/1/2022





	
	
	
	
€


	
	
€





	
	
Plant and machinery (12.5%)


	
January 2010


	
80,000


	
	
–





	
	
Motor car (12.5% Cat C)


	
November 2015


	
17,000


	
	
3,000





	
	
Plant and machinery (12.5%)


	
May 2018


	
90,000


	
	
45,000





	
	
Industrial building


	
January 2011


	
275,000*


	
	
140,000







  *This includes a site cost of €25,000.

(9) On 30 October 2022, he sold the machine that had been bought in January 2010 and replaced it with a new machine. The old machine was sold for €38,800 and the new one cost €140,000. He received a grant of €10,000 towards its cost.

REQUIRED:

Calculate the following for Shane Smyth:

(a) the Schedule D, Case I profit assessable for 2022,

(b) the capital allowances for 2022.

Revision Question IT.5: Tom Volks

Redundancy/commencement of trade

Tom Volks is a single Irish resident and domiciled individual who has worked for Car Care Limited since 1 January 2011. Car Care Limited manufactures components for the motor industry. Tom took voluntary redundancy from his position with Car Care Limited on 31 October 2022 under the company’s yearly retirement scheme and commenced his own sole trade operation as a manufacturer of motor car components on 1 December 2022.








	
His severance package comprised the following:


	
€





	
Statutory redundancy


	
26,000





	
Ex gratia lump sum


	
70,000





	
Tax-free lump sum from pension scheme


	
3,500







In addition, the company transferred ownership of his company car to him, which was valued at €12,000. He has been in receipt of a pension in respect of his employment since the date of leaving.









	
Details of his remuneration from 1 January 2022 to 31 October 2022 are as follows:


	
€





	
	
Salary (gross)


	
35,000





	
	
PAYE


	
(6,500)







The original market value of the car was €25,000 when purchased on 1 January 2013. The company paid for all running costs other than private petrol expenses, which Tom Volks was obliged to pay personally. He drove 48,000 km on company business in the period to 31 October 2022.

Prior to leaving Car Care Limited, Tom’s only source of income was his remuneration from the company. Details in recent years were as follows:









	
 


	
Remuneration (including motor car benefit in kind)





	
	
	
€





	
2021


	
	
42,500





	
2020


	
	
39,000





	
2019


	
	
36,000







He invested the net proceeds of his severance package in ordinary bank deposits, government securities and Irish quoted companies. All of the income associated with these assets has been included in the accounts of the sole trade operation set out below.

Tom prepared his first set of accounts for the sole trade operation for the period from 1 December 2022 to 31 December 2022. The following information has been extracted from his financial statements for this period.









	
	
Notes


	
€





	
Turnover


	
	
276,433





	
Cost of sales


	
(1)


	
(80,250)





	
Gross profit


	
	
196,183





	
	
	
€





	
Selling and general administration costs


	
(2)


	
(165,803)





	
Net operating profit


	
 


	
30,380





	
Financial costs


	
(3)


	
(10,750)





	
	
	
19,630





	
Other income


	
(4)


	
10,690





	
Net profit before taxation


	
	
30,320







Notes:









	
1.


	
Cost of sales comprises:


	
€





	
	
Materials


	
20,553





	
	
Factory rent


	
10,000





	
	
Direct labour


	
20,750





	
	
Light, heat and power


	
10,250





	
	
Depreciation


	
18,697





	
	
	
80,250
















	
2.


	
Selling and general and administration costs comprise:


	
 €





	
	
Depreciation


	
	
5,300





	
 


	
Salaries and wages – employees


	
 


	
30,620





	
	
Salaries and wages – Tom Volks


	
	
35,166





	
	
Rates


	
 


	
450





	
	
Repairs


	
(a)


	
3,535





	
	
Insurance


	
(b)


	
 953





	
	
Legal and professional


	
(c)


	
15,000





	
	
Motor expenses


	
(d)


	
45,000





	
	
Printing, postage and stationery


	
 


	
9,000





	
	
Sundry


	
(e)


	
20,779





	
	
	
	
165,803







(a) Repairs relate to ongoing maintenance of plant and machinery.

(b) Tom has not yet arranged business insurance. The figure for insurance included in the accounts relates to Tom’s medical insurance (VHI) (€353) and permanent health insurance (€600) premiums for the 13-month accounting period. The amounts paid in the income tax year 2022 are as follows:











	
 


	
	
	
	
€





	
	
Medical insurance (VHI)


	
320





	
	
Permanent health insurance


	
600







(c) Legal and professional fees comprise:











	
 


	
	
	
	
€





	
	
Accountancy


	
8,000





	
	
Consultancy fees relating to acquisition of computer system


	
5,000





	
	
Legal costs relating to product liability claim by customer


	
2,000





	
	
	
	
	
15,000







(d) Motor expenses comprise:











	
 


	
	
€





	
	
Running costs of trucks and lorries


	
15,000





	
	
Running costs of Tom Volks’ car


	
5,000





	
	
Running costs of general manager’s car


	
6,000





	
	
Lease payments on general manager’s car


	
10,000





	
	
Mileage allowances paid to employees for use of their cars on company business


	
9,000





	
	
	
	
	
45,000







The general manager’s car was a new Volkswagen Golf when it was first leased in December 2022. Its retail value at this time was €25,091 (carbon emissions level of 150g/km, Category C).

With respect to his own car, Tom has agreed the following with his Inspector of Taxes:


	The car is deemed to have been acquired second hand for its market value of €12,000 (carbon emissions level of 250g/km, Category G) on 1 December 2022, the date it was first used for business purposes.

	40% of the running expenses relate to Tom’s personal use of the car for non-business purposes.



(e) Sundry expenses include interest on late payment of PAYE and PRSI of €1,200 and a deed of covenant payment on 25/12/2022 in the amount of €3,000 to Mr Volks’ 80-year-old mother.









	
 3.


	
Financial costs were made up of the following:


	
€





	
	
Interest on working capital term loan


	
1,300





	
	
Mortgage interest on loan to finance purchase of principal private residence in 2002


	
2,800





	
	
Interest on business overdraft


	
  6,650





	
	
	
10,750















	
 4.


	
Other income is made up as follows:


	
€





	
	
Bank deposit interest (a)


	
3,000





	
 


	
Dividend income (b)


	
3,192





	
	
Interest on government securities earned over 13-month period


	
750





	
	
Pension payment from Car Care Ltd pension scheme (c)


	
3,748





	
	
	
10,690
















	
(a)


	
This comprises:


	
	
€





	
	
2022


	
Net interest


	
1,340





	
	
	
DIRT 33%


	
660





	
 


	
2023


	
Net interest


	
670





	
	
	
DIRT 33%


	
   330





	
	
	
	
3,000







(b) Dividend income relates to a dividend payment on 10 December 2022 in respect of an investment in Golden Vale plc (Irish Resident company) and has been included in the accounts on a net basis, i.e., net of dividend withholding tax.

(c) This includes a pension payment for the period from 1 November 2022 to 31 December 2022 as follows:











	
 


	
	
	
	
€





	
	
Gross pension


	
1,400





	
	
PAYE on pension


	
(320)







Tom purchased the following items of plant and machinery during the accounting period:









	
•


	
01/12/2022


	
Factory machinery costing €40,000. He received a government grant in the amount of €10,000 in respect of the machinery





	
•


	
10/12/2022


	
Office furniture and fittings costing €8,000





	
•


	
15/12/2022


	
Office computer system costing €15,000 – see note 2(c) above





	
•


	
20/12/2022


	
Ford Transit Van for €18,000





	
•


	
01/03/2022


	
Three trucks for €20,000 each







All of the above were put in use on the date of purchase.

In addition, he commenced to use his own motor car for business purposes on 1 December 2022 – see note 2(d) above.

REQUIRED:

Calculate Tom Volks’ income tax liability payable by direct assessment for the income tax year 2022.

Revision Question IT.6: Mary Barry

Mary Barry commences a business as a hairdresser on 1 January 2018 and has the following tax-adjusted profits:








	
	
€





	
Year ended 31 December 2018


	
10,000





	
Year ended 31 December 2019


	
12,500





	
Year ended 31 December 2020


	
8,000





	
Year ended 31 December 2021


	
9,000





	
Period ended 30 September 2022


	
10,000







Mary changed her accounting date to 30 September in 2022

REQUIRED:

Show both the original and final profits assessable for Mary Barry for each of the years from 2018 to 2022 inclusive.

Revision Question IT.7: Fran Richardson

Fran Richardson has been carrying on a trade for a number of years. She prepares her accounts annually to 30 November.

She acquired the following assets during the year ended 30 November 2022:


	On 2 December 2021, a car costing €40,000 (Category C). This car replaced the car she had bought in March 2017. Both cars are used 80% of the time for business.

	On 6 January 2022, office equipment costing €16,000.

	On 25 May 2022, fixtures and fittings costing €12,000.

	On 26 August 2022, a truck costing €41,000.

	On 31 October 2022, machinery costing €50,000. There was a problem with a machine costing €20,000 and it was only put into use on 29 November 2022.



With the exception of the machine detailed above, all the other assets were put into use immediately.

Set out below is the information regarding her plant and machinery as at 1 January 2022:










	
	
Year of acquisition


	
Qualifying cost


	
TWDV





	
 


	
	
€


	
€





	
 Machinery


	
2008


	
10,000


	
Nil





	
	
2017


	
30,000


	
11,250





	
	
2020


	
16,000


	
12,000





	
	
	
	



	
Trucks


	
2017


	
90,000


	
33,750





	
	
2019


	
25,000


	
15,625





	
	
	
	



	
Motor car


	
Mar 2017


	
24,000*


	
9,000







* actually cost €33,000. This car was sold for €12,000 during the year.

The machinery bought in 2008 was sold for €1,900.

REQUIRED:

Calculate the capital allowances due to Fran Richardson in respect of the tax year 2022.

Revision Question IT.8: George and Marian

Tax credits, charges, investment income

George (39) and Marian (28), both Irish resident and domiciled, are married with two children ages 6 and 10. They have the following sources of income in 2022:








	
 


	
€





	
Salary – George (PAYE €2,500, USC €2,250)


	
60,000





	
Salary – Marian (PAYE  €250, USC €0)


	
7,650





	
UK dividends (net of UK tax  €138)


	
1,012





	
Irish plc dividends: 250 shares received @  €25 each, in lieu of a cash dividend


	
–





	
Bank interest from Franca Bank France


	
2,000







The French bank interest is the gross amount (including French tax deducted at source).

Marian’s source of income is from her part-time job in the County Council. She also cares for her incapacitated mother, who resides with and is maintained by them throughout the year. During the year, George hired a nurse to care for Marian’s mother, so Marian could go on holidays. The total cost including employer’s PRSI of €1,290 was €13,290, of which her medical insurers VHI refunded €3,500.

George is not a member of an occupational pension scheme and paid PRSA of €15,000 in 2022.

George also paid a covenant in favour of his permanently incapacitated nephew of €2,000 (net) and €4,000 (gross) to his 67-year-old mother who enjoys good health.

REQUIRED:

Prepare George and Marian’s income tax computation for 2022.

Revision Question IT.9: Hannah and Louis

Tax credits, investment income

Hannah and Louis are married and Irish tax resident and domiciled. The following information is relevant for 2022.

(1) Hannah is 60 and a school teacher. In 2022, she received the following from her employer:









	
	
 


	
€





	
	
Gross salary (PAYE €17,000)


	
70,000





	
	
Gratuity on passing her Masters of Education examination


	
1,000







(2) Louis, aged 67, retired from farming last year and leased his land to a neighbouring farmer for 12 years at an annual rent of €25,000. During 2022, he incurred fencing repair costs of €6,000.

(3) Louis is also in receipt of a retirement pension of €12,000 (PAYE €2,000) and a social welfare non-contributory pension of €10,600.

(4) The couple also had joint investment income as follows:

	(a) Dividend received from Irish Quoted PLC €1,219 net.

	(b) Deposit interest from Bank of Ireland (after deduction of DIRT) of €1,505 net.

	(c) “Long term” account interest of €1,060 (net of DIRT €165). (opened before 16 October 2013) 

REQUIRED:

Prepare Hannah and Louis’s income tax computation for 2022.

Revision Question IT.10: Dermot and Monica

Separation, investment income

Dermot and Monica are an Irish resident married couple aged 43 and 40, respectively. The following information is relevant to their 2022 income tax position.

(1) Dermot and Monica formally separated on 1 November 2022 and Dermot agreed to pay monthly maintenance as follows:









	
 


	
	
€





	
	
For their children (who reside full-time with Monica)


	
1,000





	
	
For Monica


	
2,000







(2) Dermot set up his own PR consulting business in 2020. His results are as follows:










	
 


	
	
	
€





	
	
Year ended 30 June 2021


	
27,000





	
	
Year ended 30 June 2022


	
80,000





	
	
Year ended 30 June 2023


	
38,000







(3) They had the following income from their residential rental property portfolio for 2022.










	
 


	
	
€


	
€





	
	
Rental income


	
 


	
35,000





	
	
Expenses


	
	
 





	
	
Bank interest


	
 4,200


	
 





	
	
Repairs (new bed)


	
250


	



	
	
Management fee


	
2,300


	



	
	
	
	
(6,750)





	
	
Profit


	
 


	
28,250







As part of their separation agreement, Monica agreed to relinquish any title she had to this portfolio from 1 November 2022.

(4) Monica has a salary of €45,000 in 2022, paid PAYE of €12,000 and USC of €1,740. You may assume that salary and PAYE accrued evenly throughout the year.

(5) Their youngest child, Ian, is permanently incapacitated since birth and Monica, his primary carer, incurred medical expenses of €900 in December 2022 on his behalf.

REQUIRED:

Calculate Dermot and Monica’s income tax liability for 2022 (on the basis that they are jointly assessed in 2020).

Revision Question IT.11: Jim and Paula Roberts

Jim Roberts had been married for many years to Paula until Jim’s death on 15 June 2022. Jim and Paula were assessed to tax on the joint assessment basis and Jim was the assessable spouse until his death.

Jim’s salary from his employment with Auto Limited was €45,250 (PAYE deducted €7,850, USC deducted €1,550) until date of death.

Jim owned a rental property in Limerick and the net rental profit for the year ended 31 December 2022 after all expenses was €18,000. Under the terms of Jim’s will, Paula inherited this house from Jim’s estate and became entitled to the rental income from the property on Jim’s death.

Jim had been paying a premium into a permanent health insurance policy. The monthly premium was €200 per month and the premium was payable on the first day of each month.

In 2022, Paula had the following income:

(1) Net rental income of €1,150 from a rental property in Bundoran, Co Donegal.

(2) Net deposit interest from a First Active deposit account of €1,005.

(3) Net dividend income for 2022 was as follows:









	
Date


	
Holding


	
€





	
30 April 2022


	
Irish PLC


	
112





	
30 September 2022


	
Irish PLC


	
169







(4) Paula’s salary for the year was €26,800 (PAYE deducted €4,750, USC deducted €630).

(5) Paula received a widow’s pension from Jim’s employer. The amount received by Paula for the period to 31 December 2022 was €20,000 (PAYE deducted €8,400, USC deducted €672).

REQUIREMENTS

(i) Prepare Jim’s income tax computation for 2022.

(ii)  Prepare Paula’s income tax computation as a widow for 2022.

Revision Question IT.12: Barnaby Breen

Losses

Barnaby Breen is single and 67 years of age. He has the following income and expenses:









	
	
2021


	
2022





	
	
€


	
€





	
Rents (Irish)


	
20,000


	
30,000





	
Irish deposit interest (gross)


	
1,000


	
1,500





	
Trading (loss/profit)


	
	



	
Year ended 31/12


	
(37,000)


	
12,000





	
Patent royalty paid


	
15,000


	
15,000







The above sources of income have existed for many years.

REQUIRED:

Prepare Barnaby Breen’s income tax computation for 2021 and 2022 claiming best use of losses available.

Revision Question IT.13: John, Paul and George

Partnerships

John, Paul and George have traded in partnership for many years, sharing profits and losses in the ratio 2:1:1 after the following payments and expenses.

Their salaries are as follows:








	
	
€





	
John


	
40,000





	
Paul


	
27,000





	
George


	
27,000







Interest on capital 7%

Their capital account balances are:








	
	
€





	
John


	
70,000





	
Paul


	
40,000





	
George


	
40,000







The partnership accounts for the year ended 31 December 2022 show a net loss of €20,000 before deducting partners’ salaries and interest and after charging depreciation €25,000, supplier entertainment €5,000 and repairs €4,500.

The partnership had no capital transactions in 2022 and the TWDV of existing assets at 1/1/2022 was €52,500 (cost €70,000 in 2018).

The partners have other income as follows:


	John received Irish Bank deposit interest (net) of €1,517 in August 2022 and Irish dividend income of €5,625 (net).

	Paul has a commercial property from which he receives net rental income of €26,000 in 2022. He also received Irish deposit interest of €858 (net) in September 2022.

	George has no other income.



All partners are single.

REQUIRED:

(a) Prepare a computation of Case I adjusted profit/loss for each partner for the year 2022.

(b) Calculate the income tax liabilities of each partner for 2022.

Capital Gains Tax

Revision Question CGT.1: Alice Peters

Transfer of a business to a limited company

Alice Peters, a single person, is 45 years old and has run a successful retailing business for a number of years. To facilitate expansion of the business, she decided to form a limited company, Shops Limited. The business, including all of its assets and liabilities, were transferred to Shops Limited on 30 September 2022. In return, Alice received 100,000 €1 ordinary shares and cash of €40,000. The cash was left outstanding on a loan account.

The balance sheet of the business immediately prior to the transfer was as follows:











	
 


	
	
Notes


	
€


	
€





	
Warehouse at cost


	
(1)


	
220,000


	
 





	
Depreciation to date


	
	
(22,000)


	
198,000





	
Plant and machinery at cost


	
(2)


	
48,000


	



	
Depreciation to date


	
 


	
(18,000)


	
30,000





	
Debtors


	
 


	
140,000


	



	
Stock 


	
	
52,000


	



	
Creditors 


	
 


	
(70,000)


	



	
Net current assets


	
 


	
	
122,000





	
Net assets


	
	
	
350,000





	
Alice Peter’s capital account


	
	
	
350,000







Notes

(1) The warehouse was purchased on commencement of the business in June 1988.

Market values as at 30 September 2022 were as follows:









	
 


	
Notes


	
 





	
Warehouse


	
	
500,000





	
Plant and machinery


	
(2)


	
30,000





	
Goodwill


	
(3)


	
330,000





	
Net current assets


	
 


	
122,000







(2) The market value of each machine is less than its original cost.

(3) The value of goodwill was built up by Alice over the years.

Alice has no other disposals in 2022.

REQUIRED:

(a) Calculate the capital gains tax liability of Alice Peters for 2022.

(b) Calculate the base cost of the shares in Shops Limited for capital gains tax purposes.

Revision Question CGT.2: Patricia

Qualifying expenditure, chattels, motor vehicle

Patricia made the following disposals in the tax year 2022:

1. She sold a rental property for €190,000 in January 2022. The property was acquired in June 1965 at a cost of €5,000. The market value of the property at 6 April 1974 was €10,000. During the period of ownership, Patricia incurred the following expenditure in relation to the property:












	
	
 


	
 


	
	
	
€





	
	
1975/1976


	
Painting


	
1,000





	
	
1985/1986


	
Repairs and maintenance


	
2,000





	
	
1987/1988


	
Extension to the property of a conservatory for use by the tenants


	
8,000







She incurred legal costs on acquisition of €500, and on disposal of €1,500.

2. She sold government securities in March 2022 for €12,000. These cost €10,500 in June 1996.

3. She sold an antique painting in June 2022 for €3,000. This was a gift to Patricia from her uncle in December 1989. The painting had cost her uncle €900 in July 1984. The market value of the asset was €1,400 in December 1989.

4. She sold a jeep, which she had used partly for private purposes and partly for the purposes of her trade, on 10 October 2022 for a consideration of €45,000. As a sole trader, she claimed the appropriate capital allowances in respect of the jeep. The jeep had cost her €39,000 in August 2012. The jeep was used 75% for business purposes, as agreed with her Inspector of Taxes.

Patricia is single and she has allowable capital losses forward at 1 January 2022 of €2,000.

REQUIRED:

Calculate Patricia’s CGT liability and state the due date for payment of this CGT amount to Revenue.

Revision Question CGT.3: Michael and Sally

Michael and his wife Sally had the following transactions during 2022:

(1) On 1 June 2022, Sally sold a plot of land for €190,000 (net of disposal costs of €5,000), when its current use value was €98,000. Sally had inherited the plot of land from her aunt on 1 January 1982. At that date, the land was valued at €40,000 and had a current use value of €4,000.

(2) Michael disposed of a painting on 1 August 2022 for €2,000. Michael had purchased the painting on 1 January 1970 for €6,000. The value of the painting on 6 April 1974 was €1,500.

(3) Michael disposed of a building on 10 September 2022 for €430,000. Michael had purchased the building on 1 January 1972 for €20,000 and received a grant of €5,000. On 6 April 1974, the building was valued at €30,000. Stamp duty at the time of purchase amounted to €750 and auctioneers’ and valuation fees at the time of disposal were €10,000.

(4) Michael also had the following dealings in shares in ABC plc:











	
 


	
 


	
	
No. of Shares


	
Cost





	
Date 


	
	
	
Acquired


	
€





	
1 May 1997


	
Purchase


	
1,000


	
3,000





	
31 July 1999


	
Purchase


	
500


	
2,000





	
1 April 2001


	
Rights issue – 1 for 3 at €2 per share


	
500


	
1,000





	
1 Jan 2005


	
Bonus 1 for 5


	
400


	
–







On 21 September 2022, Michael disposed of 1,400 shares in ABC plc for €4,000.

REQUIRED:

(a) Set out the capital gains tax, if any, payable by Michael and Sally for 2022.

(b) Advise Michael and Sally when they must pay any capital gains tax due.

Revision Question CGT.4: Joe and Anita

(a) Joe disposed of a property, which was not his principal private residence, on 5 April 2022 to his sister Freda for €130,000. Anita (Joe’s wife) originally purchased this property on 20 October 1983 for €17,000. Anita transferred the property to Joe on 1 May 2002 at which time the property had a market value of €176,000. The market value of the property on the date of disposal by Joe was €410,000.

(b) Joe sold a painting on 1 May 2022 for €20,000. The painting cost Joe €16,000 in 1970 and it had a market value of €1,750 on 6 April 1974.

(c) On 1 October 2022, Anita sold antique furniture for €1,950, which she had acquired in May 1995 for €500.

(d) On 2 November 2022, Joe made a gift of greyhound to his brother Alex. The greyhound cost €5,000 in 2011 and is worth €20,000 on 2 November 2022.

(e) On 1 December 2022, Joe sold a house for €838,000. He incurred selling expenses of €18,000. He had bought the house in January 2001 for €450,000. He spent €52,000 on a kitchen extension in 2002. He has rented it out to tenants since 2002.

Joe realised a loss on disposal of capital assets of €1,900 in 2021. This loss was not utilised in 2021.

REQUIRED:

Calculate Joe and Anita’s capital gains tax liability for the tax year 2022.

Revision Question CGT.5: Sarah

On 1 May 2022, Sarah sold her house together with its garden of one acre for €900,000. Its current use value on this date was €700,000. Incidental costs of sale were €6,300.

The house had been purchased from her uncle for €15,000 in May 1980. Its market value (and current use value) on that date was €40,000. In October 1997, she extended the house at a cost of €65,000. She lived in the house until 30 April 1986 when she moved to work in Galway. Due to the location of her employment she was unable to live in the house until her return on 1 May 1992. She continued to live in the house until 30 April 2003 when she moved in with her elderly mother. She rented the house from 1 May 2003 until 30 April 2022.

Sarah had no other disposals in 2022.

REQUIRED:

(a) Compute the capital gains tax payable by Sarah in 2022.

(b) State the due date for the payment of this capital gains tax.

Revision Question CGT.6: James

James, aged 60, owns the entire share capital of DreamCo Ltd and he has been a full-time working director for many years. The market value of the shares in the company at 5 April 1974 was €50,000. The company has the following assets and liabilities stated at market value on 1 April 2022:









	
	
Trade


	
Non-Trade





	
	
                    €


	
€





	
Buildings


	
290,000


	
100,000





	
Goodwill


	
110,000


	



	
Plant & machinery


	
60,000


	



	
Stock


	
100,000


	



	
Debtors


	
170,000


	



	
Cash


	
10,000


	



	
Liabilities


	
(40,000)


	
             





	
Totals


	
700,000


	
100,000





	
Value of company


	
800,000


	





James disposed of his shares on 1 April 2022 for €800,000 to a third party.

REQUIRED:

(a) Compute the capital gains tax payable by James in 2022.

(b) State the due date for the payment of this capital gains tax.

Corporation Tax

Revision Question CT.1: Industrial Limited

Industrial Limited is an Irish resident company that manufactures furniture since 1985. The company’s results for the nine months to 31 March 2022 are summarised as follows:









	
	
Notes


	
€





	
Turnover


	
(1)


	
9,875,000





	
Direct costs


	
(2)


	
(5,406,000)





	
Gross profit


	
	
4,469,000





	
Selling and distribution costs


	
 


	
(858,000)





	
Administrative expenses


	
 


	
(1,298,000)





	
Interest payable and similar charges


	
(3)


	
(594,000)





	
Other income


	
(4)


	
1,090,000





	
Profit before tax


	
	
2,809,000







Notes:








	
1. Sales of own manufactured goods:





	
By wholesale


	
7,900,000





	
By retail


	
846,000





	
Sales of bought-in products


	
1,129,000





	
	
9,875,000














	
2. Direct costs are made up as follows:





	
Materials


	
3,318,000





	
Labour


	
1,667,000





	
Light, heat and power


	
346,000





	
Supplies


	
25,000





	
Depreciation


	
150,000





	
Movement of stock


	
(100,000)





	
	
5,406,000















	
3. Interest payable and similar charges:


	
 


	



	
Interest on working capital term loan


	
	
204,000





	
Overdraft interest


	
	
90,000





	
Interest on loan to buy shares in Retail Limited


	
	
300,000





	
	
	
594,000





	
(Industrial limited has a 4% holding in Retail Limited.)







4. Other income








	
	
€





	
Deposit interest received gross


	
525,000





	
Dividends from Retail Limited


	
100,000





	
Government stock interest


	
465,000





	
	
1,090,000







5. Industrial building

Industrial limited has a new factory constructed at a cost of €480,000 that was brought into use on 8 December 2021. The cost is made up as follows:








	
 


	
€





	
Land


	
120,000





	
Levelling the land


	
19,200





	
Architects’ fee


	
24,000





	
Heating system


	
12,500





	
Fire alarm system


	
6,000





	
Strengthened concrete floor to


	



	
support machinery


	
16,900





	
General offices


	
60,000





	
Factory


	
221,400





	
	
480,000







All costs were incurred between July 2021 and November 2021.

6. Plant and machinery

On 1 July 2021, the tax written down values of the plant and machinery were as follows:









	
Plant and equipment 12.5%


	
(cost €185,000)


	
€138,750





	
Motor vehicles 12.5%


	
(cost €50,000)*


	
€37,500







*This represents the restricted cost of motor vehicles rather than the actual cost.

During the accounting period, a motor car was sold for €14,632. It had been purchased new on 10 January 2021 for €24,100 and was classified as a category A car.

The following assets were purchased during the period:










	
 


	
	
€


	



	
10 August 2021


	
Computer


	
6,150


	
(Inclusive of VAT @ 23%)





	
8 March 2022


	
New motor car


	
20,000


	
(Inclusive of VAT @ 23%)







All figures are exclusive of VAT except where indicated otherwise.

The new motor car is a category B car for emissions purposes.

Up until the current accounting period, Industrial Limited had prepared accounts to 30 June each year.

REQUIRED:

(a) Compute the mainstream corporation tax payable by Industrial Ltd for the accounting period ended 31 March 2022.

(b) State the due dates for payment of the corporation tax and indicate the consequences of non-compliance.

(c) State the latest filing date for the corporation tax return and indicate the consequences of non-compliance.

Revision Question CT.2: Smith & O’Shea Limited

Corporation Tax Calculation

Smith & O’Shea Ltd provide retail consultancy services to Irish shopping centres. Results for the year ended 31 December 2022 are as follows:










	
 


	
Notes


	
 


	
€





	
 Turnover


	
 


	
	
3,850,000





	
Other income


	
1


	
	
185,000





	
Overheads


	
	
	



	
Depreciation


	
 


	
104,000


	
 





	
Rent


	
2


	
200,000


	



	
Salaries


	
3


	
400,000


	



	
Light and heat


	
	
40,000


	



	
Travel


	
 


	
50,000


	
 





	
Professional fees


	
4


	
25,000


	



	
Insurance


	
 


	
94,000


	
 





	
Entertainment and PR


	
5


	
75,000


	



	
Miscellaneous


	
	
225,000


	



	
	
	
	
(1,213,000)





	
Net profit before tax


	
 


	
 


	
   2,822,000









Notes

 1. Other income









	
	
 


	
€





	
	
Interest received gross


	
45,000





	
	
Rent received gross


	
 140,000





	
	
	
 185,000







 2. Rent









	
 


	
	
€





	
	
Office rent


	
175,000





	
	
Ground rent on investment building


	
  25,000





	
	
	
 200,000







 3. Salaries

Included in salaries is an ex-gratia payment of €100,000 to a long-serving employee who retired during the year.

  4. Professional fees









	
 


	
	
€





	
	
Auditor’s fees


	
15,000





	
	
Legal fees – debt recovery


	
9,000





	
	
Taxation fees – directors’ income tax returns


	
  1,000





	
	
	
25,000







  5. Entertainment and PR









	
 


	
	
€





	
	
Staff Christmas party


	
15,000





	
	
Product launch – Hotel hire


	
35,000





	
	
    – Client accommodation


	
25,000





	
	
	
75,000







  6. Fixed assets

 Equipment was purchased in 2020 at a cost of €98,000. Tax written down value as at 1 January 2022 was €73,500.

REQUIRED:

Compute the liability to corporation tax for the year ended 31 December 2022.

Revision Question CT.3: Star Trading Limited

S396A, s396B and group relief

Star Trading Limited was taken over by Dowager Holdings Limited on 1 July 2022.

Prior to its acquisition by Dowager Holdings Limited, Star Trading Limited had experienced mixed results in its trade. Results in recent years had been as follows:











	
 


	
Year ended


	
9 mths ended


	
Year ended


	
Year ended





	
 


	
31/03/19


	
31/12/19


	
31/12/20


	
31/12/21





	
Case I


	
315,000


	
(260,000)


	
498,000


	
(950,000)





	
Case V


	
15,750


	
14,625


	
15,750


	
–





	
Chargeable


	
 


	
 


	
 


	
 





	
Gains/losses


	
–


	
(23,625)


	
–


	
63,000







All chargeable gains and losses have been adjusted for corporation tax purposes.

Dowager Holdings Ltd is an Irish incorporated and resident holding company, which also owns 100% of the issued share capital of Star Lock Limited and Ultra Marketing Limited. Both of these companies are Irish resident trading companies. Apart from holding shares in its three subsidiaries, the business of Dowager Holdings Limited consists mainly in the making of investments and the principal part of its income is derived therefrom. Results of all four companies for the year ended 31 December 2022 were as follows:








	
Dowager Holdings Ltd


	
€





	
Schedule D Case III income


	
437,500





	
Chargeable loss


	
(124,765)





	
Management expenses


	
(55,429)





	
Debenture interest paid


	
(24,500)







The debenture interest was incurred in respect of loans raised by Dowager Holdings Ltd to acquire its shares in its three subsidiary companies. The same individuals are members of the Board of Directors of all four companies. The three subsidiaries used the capital received for the purposes of their respective trades.








	
Star Trading Limited


	



	
Schedule D Case I loss


	
(175,450)





	
Star Lock Limited


	



	
Schedule D Case I


	
67,500





	
Interest on Irish Government Securities


	
15,500





	
Loss on disposal of development land


	
(31,650)





	
Ultra Marketing Limited


	



	
Schedule D Case 1


	
65,000







The Managing Director of Dowager Holding advises you that the following transactions are being considered for the year ended 31 December 2023:

1. Ultra Marketing Limited owns a piece of development land, which it wishes to sell. It will realise a gain of €50,000 on this disposal. The Managing Director wishes to be advised on steps which might be taken to avoid or reduce the tax on this gain.

2. Dowager Holdings own some shares in a public company, which have not been performing well. The value of the shares has depreciated by €45,000 since they were acquired. The Managing Director is of the view that these shares should be sold before further losses are incurred and he wishes to be advised on how tax relief for these losses can be obtained.

REQUIRED:

(a) Calculate the corporation tax payable by Star Trading Limited for each accounting period from 1 April 2018 to 31 December 2021 and show the amount of losses available for carry forward at 31 December 2021. You may assume that the current rules for loss relief apply for all years.

(b) In the context of the take-over by Dowager Holdings Limited, state how relief may be obtained for the losses available for carry forward at 31 December 2021 referring to any anti-avoidance legislation which may need to be taken into consideration.

(c) Compute the corporation tax payable by each company in the group for the year ended 31 December 2022. Show the amount of losses available for carry forward at 31 December 2022.

(d) Advise on steps which might be taken to shelter the anticipated gain on disposal of development land by Ultra Marketing Limited.

(e) Advise on how relief may be obtained in respect of the anticipated loss on disposal of shares in the public company by Dowager Holdings Limited.

Revision Question CT.4: Berlin Limited

Group relief, consortium relief, close company surcharge

Berlin Limited is a private close Irish incorporated and resident company engaged in the manufacture of widgets since August 1998.

The following information has been extracted from the financial statements of the company for the year ended 31 December 2022.









	
 


	
Notes


	
€





	
Turnover


	
	
4,500,000





	
Cost of sales


	
 


	
(2,100,000)





	
Gross profit


	
 


	
2,400,000





	
Direct costs and overheads


	
1


	
(1,590,000)





	
	
	
810,000





	
Other income


	
2


	
339,000





	
Net profit


	
	
  1,149,000







Notes:









	
1. The following are included in direct costs and overheads.

 


	
€





	
Depreciation


	
	
350,000





	
Bad debts


	
(a)


	
40,000





	
Patent royalties


	
(b)


	
70,000





	
Motor expenses (excluding lease charges)


	
(c)


	
12,200





	
Motor car leasing charges


	
(d)


	
6,000





	
Legal expenses


	
(e)


	
14,000















	
(a) 


	
The figure for bad debts is made up as follows:


	
€





	
	
Bad debts written off


	
30,000





	
	
Increase in general bad debts provision


	
10,000





	
	
The auditors consider the general bad debt provision to be immaterial and have not amended the accounts.


	



	
	
Total provision


	
40,000





	
(b) 


	
The patent royalties paid in the accounting period totalled


	
€60,000





	
(c) 


	
The following are included in motoring expenses:


	
€





	
	
Motor car 22 MO 604 purchased new on


	
5,950





	
	
1 May 2022 for €25,400, category B


	



	
	
Motor car 22 MO 1405 leased on 1 July 2022 with a value of €27,400, category A


	
6,250





	
	
	
12,200





	
(d)


	
This was in respect of motor car 22 MO 1405.


	













	
(e) 


	
This is broken down as follows:


	
€





	
 


	
Collection of bad debts


	
3,000





	
 


	
Litigation arising from legal proceedings by a customer


	



	
	
alleging faulty products


	
8,000





	
	
Disposal of site


	
3,000





	
	
	
14,000







2. Other income made up as follows:









	
 


	
 


	
€





	
Bank interest on temporary cash


	
	



	
surpluses during the year


	
(a)


	
5,000





	
Rental income


	
	
17,000





	
Dividend received from Irish company


	
 


	
50,000





	
Gain on disposal of land


	
(b)


	
267,000





	
	
	
339,000







(a) DIRT was not withheld on the bank interest.

(b) The capital gain arose from the sale of a plot of land which the company had acquired some years ago with the intention of building a new factory. In the event, it was decided not to proceed with the construction of the new factory. The company used the proceeds to help finance an extension to its existing factory. The gain is made up as follows:










	
 


	
	
€


	
€





	
	
Proceeds (February 2022)


	
 


	
 364,000





	
	
Costs (December 1998)


	
93,000


	
 





	
	
Legal fees


	
4,000


	
(97,000)





	
	
	
	
267,000







The current use value of the property is estimated to have been €15,000 in both 1998 and 2022.

3. The company owns the following fixed assets:










	
 


	
Land and


	
Motor


	
Plant and





	
	
buildings


	
vehicles


	
machinery





	
	
€


	
€


	
€





	
Opening cost 01/01/22


	
380,000


	
–


	
130,400





	
Disposal


	
(97,000)


	
–


	
–





	
Addition


	
630,000


	
25,400


	
1,284,200





	
Grants


	
(94,500)


	
         –


	
(192,630)





	
Closing cost 31/12/22


	
818,500


	
25,400


	
1,221,970







The additions to land and buildings represent costs of construction of the factory extension.

You may assume that the opening cost of land and buildings at 1 January 2022 all relates to buildings qualifying in full for industrial buildings allowance.

The opening plant and machinery was all purchased in March 2018 of the accounting period ended 31 December 2018.

Berlin Limited has two Irish resident manufacturing subsidiaries, in which it has the following shareholdings:


	Bonn Limited 100%

	Frankfurt Limited 70% (the balance of 30% being held by Munich Limited, an unconnected Irish close company).



The results of the subsidiary companies for the year ended 31 December 2022 were as follows:

	 
	Case I profit/loss
	Charges

		€
	€

	Bonn Ltd
	25,000
	(50,000)

	Frankfurt Ltd
	(50,000)
	(2,000)


All charges are trade charges.

REQUIRED:

Compute the tax payable by Berlin Limited for the year ended 31 December 2022 assuming that all the reliefs are claimed as soon as possible.

Revision Question CT.5: Gold Limited

Loss Relief

Gold Ltd had the following results over the past three accounting periods:










	
 


	
Year ended 30/06/2021


	
Period ended 31/12/2021


	
Year ended 31/12/2022





	
Case I Income


	
100,000


	
50,000


	
(175,000)





	
Case III Income


	
25,000


	
15,000


	
20,000





	
Case V Income


	
10,000


	
(20,000)


	
15,000





	
Trade Charges


	
–


	
–


	
(10,000)





	
Chargeable gains (adjusted)


	
–


	
20,000


	
–









REQUIRED:

Compute the corporation tax liability of Gold Ltd for each period on the basis that the company wishes to claim relief at the earliest possible opportunity.

Revision Question CT.6: Brookwood Limited

Brookwood Ltd is an Irish resident distribution company. The company is controlled by Finn Murphy and his wife Judy. The results for year ended 31 December 2022 are as follows:








	
 


	
€





	
Trading Income


	
220,000





	
Deposit Interest (received gross)


	
10,000





	
Rental Income


	
15,000





	
Dividends received from Irish Companies


	
2,500







Brookwood Ltd has rental income losses forward of €10,000.

In October, the company paid for a holiday for Judy and her two sisters at a cost of €1,500 each. Section 247 TCA97 allowable interest of €7,500 was paid in the period. All of these amounts are included as expenses in arriving at net trading income.

The following dividends were paid by Brookwood Ltd:









	
 


	
 


	
€





	
01.03.22


	
Paid final dividend for y/e 31.12.21


	
3,000





	
01.05.22


	
Paid interim dividend for y/e 31.12.22


	
1,500





	
01.06.23


	
Paid interim dividend for y/e 31.12.23


	
1,500





	
01.05.24


	
Paid final dividend for y/e 31.12.22


	
3,000







In February 2022, the company sold commercial property for €200,000. This property had been purchased in November 1997 for €125,000. Costs of disposal were €2,000. This disposal is not included in the amounts noted above.

Both Finn and Judy are full-time directors of Brookwood Ltd.

REQUIRED:

(a) Calculate Brookwood Ltd’s liability to corporation tax including the surcharge on undistributed income. Give the dates on which the tax liabilities fall due.

(b) Calculate the minimum extra dividend the company must pay to avoid any surcharge on undistributed income.

Revision Question CT.7: XY Limited

XY Limited’s accounting year end is 31 December. Its corporation tax liability for the year ended 31 December 2021 was €900,000. In June 2022, it is estimated that its corporation tax for the year ended 31 December 2022 will be €500,000. It makes two chargeable gains in the subsequent months, giving tax liabilities of €75,000 on an August 2022 gain and €40,000 on a December 2022 gain.

Therefore, its total tax liability for the year ended 31 December 2022 is €615,000.

REQUIRED:

List XY Limited’s pay and file requirements for 2022.

Revision Question CT.8: Start-Up Ltd

Start-Up Ltd commenced trading on 1 January 2022 as a technology provider. Results for the first 12 months trading to 31 December 2022 are as follows:








	
Case I


	
€150,000





	
Case III


	
€15,000





	
Trade charges


	
€20,000







Employer prsi of €25,000 was paid during the year.

REQUIRED:

Calculate the company’s taxation liability.

Revision Question CT.9: Silver Limited

Silver Limited’s results for the last two accounting periods are as follows:









	
 


	
Year ended 31/12/2021


	
Year ended 31/12/2022





	
	
€


	
€





	
Case I


	
50,000


	
(120,000)





	
Case III


	
10,000


	
10,000





	
Case V


	
8,000


	
11,000





	
Case V Capital Allowances


	
(10,000)


	
(4,000)





	
Non-relevant trade charges


	
(5,000)


	
(7,000)







REQUIRED:

Compute the corporation tax liabilities for Silver Limited for the years 2021 and 2022.

Revision Question CT.10: Asgard Ltd

Asgard Ltd has the following group structure:

[image: ]

REQUIRED:

Identify the companies in the above structure who are in a capital gains group and a losses group.

Revision Question CT.11: Holiday Limited

Holiday Limited makes an interest-free loan of €60,000 to a full-time employee, Tadhg Murphy, in the accounting period ended 31/12/2022. Holiday Ltd is a close company and Tadhg holds 5% of the ordinary share capital. The loan is subsequently forgiven in the accounting period ended 31/12/2024.

REQUIRED:

Set out the various corporation tax and income tax implications.

Capital Acquisitions Tax

Revision Question CAT.1: Territoriality, Group Threshold, Aggregation, Limited Interest

(a)  Detail how a charge to CAT arises in Ireland?

(b) On 14 July 2022, Mark Considine died and left his entire farm to his nephew Niall.

Mark had never married and had no children of his own. Niall had worked on the farm with his uncle Mark since leaving school in 2015. Niall worked on the farm during the week, but he also worked on Saturday nights in his local pub.

	REQUIRED:

What group threshold will apply to Niall on the inheritance?

(c) On 31 May 2022, Frank Murphy inherited €450,000 in cash from his father Mark.

Frank had previously received a gift of €40,000 from his father in January 1991 which helped Frank purchase his first home.

Frank had also previously inherited €100,000 from his mother in 2015.

	REQUIRED:

Calculate the CAT arising on the above inheritance for Frank.

(d) On 21 June 2022, Harry Burke bequeathed a life interest in investments worth €200,000 to his daughter Lorraine who is 25 years of age.

Lorraine has not been in receipt of any prior gifts or inheritances.

	REQUIRED:

Calculate the CAT arising on the above benefit for Lorraine.

Revision Question CAT.2: 	Agricultural Relief

(a) On 5 September 2022, Jack Darcy decided to gift his 100-acre farm worth €800,000 to his son Patrick. Patrick has an “agricultural qualification” and plans to farm full-time.

Patrick’s assets at the date of gift are as follows:


	Private house valued at €600,000 (mortgage €450,000)

	Shares in ABC Plc valued at €290,000 (loan secured €150,000)

	Cash in the bank €10,000



	REQUIRED:

Does Patrick qualify as a “farmer” for the purposes of agricultural relief?

(b) On 30 September 2022, Michael Lenihan, a farmer, sold his farm to his son Jonathon for €120,000. The market value of the farm at the date of transfer was €600,000. Solicitor’s fees and other costs (incurred by Jonathon) amount to €15,000.

	REQUIRED:

What is the taxable value of the benefit for Jonathon assuming he qualifies as a “farmer” for agricultural relief purposes?

Revision Question CAT.3: Business Property Relief

(a) On 15 July 2022, John Clancy inherited 5,000 shares in a company called XYZ Plc., from his father Maurice. The shares were trading on the Irish stock exchange at €16 per share at the date of Maurice’s death. Maurice had worked full-time as managing director of XYZ Plc, since he acquired the shares originally in 2014. The shares were also quoted on the Irish stock exchange when Maurice acquired them in 2014.

	REQUIRED:

Will business property relief apply to the above benefit received by John from his father Maurice?

(b) On 19 October 2022, Mike Tarrant inherited 1,000 shares in a company called Tiles Tiles Tiles Ltd., from his father Denis. Denis purchased the shares in the company just over a year ago and he owned 100% of the company.

The shares were valued at €1,600,000 at the date of death.

Mike has not been in receipt of any prior gifts or inheritances.

	REQUIRED:

Calculate Mike’s CAT liability on the above inheritance.


Revision Solutions

Revision Solution VAT.1:

(a) Output VAT









	
Invoice 001


	
–


	
output VAT = €57,500





	
Invoice 002


	
–


	
no Irish VAT (place of supply is France)





	
Invoice 003


	
–


	
no Irish VAT (place of supply is France)





	
Invoice 004


	
–


	
output VAT = €80,500





	
Invoice F


	
–


	
output VAT = €460 [The place of supply of the advertising service supplied by the French newspaper is deemed to be Ireland and the reverse charge applies. The firm is obliged to account for output VAT at 23% on the value of the reverse-charge €2,000 × 23%)]





	
Output VAT


	
=


	
€138,460





	
Input VAT


	
	



	
Invoice A


	
–


	
no Irish VAT (French VAT charged as place of supply is France)





	
Invoice B


	
–


	
input VAT €4,600 (print materials liable to VAT at the Standard rate)





	
Invoice C


	
–


	
input VAT €675 (waste disposal liable to VAT at the Reduced rate)





	
Invoice D


	
–


	
input VAT €5,865 (as option to tax exercised - rent is liable to VAT)





	
Invoice E


	
–


	
input VAT €805 – (the services related to France and as the architects’ supply made in France is a ‘qualifying activity’, the VAT is deductible)





	
Invoice F


	
–


	
input VAT €460 – (the service received relates to the taxable supplies/qualifying activity of the architects and, therefore, the VAT is accountable in Ireland and is simultaneously deductible)





	
Input VAT


	
=


	
€12,405







VAT liability = Output VAT – Input VAT = €126,055

(b) French VAT charged €10,000 – (charged by the French subcontractor on services relating to building work in France – Invoice A)

	The place of supply of services connected with immovable goods (property) is where the property is located. Thus, the place of services relating to the design of houses in Marseille and the factory in Paris is France. France operates an extensive reverse charge mechanism where services are supplied by non-established persons. This reverse-charge will apply in the case of the services supplied by the Irish firm of architects.

	As the Irish firm of architects in not established in France i.e. it does not have offices or employees there, it cannot resister for VAT in France in relation to its services and does not charge France VAT. Rather, the French based recipients of the design services will self-account for French VAT arising on the reverse charge basis. 

	The French VAT incurred by the Irish firm should be recoverable by way of the firm making a cross-border claim, electronically, via the Revenue Commissioners, for the refund of the VAT. Where the VAT has been incurred in 2022, the last date by which the claim must be filed is 30 September 2023.

Revision Solution VAT.2:

A farmer may opt to register for VAT or may remain unregistered for VAT. A farmer who is not registered for VAT is known as a ‘flat-rate farmer’.

Option A

Where the farmer opts to register for VAT then the rates of VAT on the sales made by him are as follows:









	

	Milk




	
– 0%





	

	Calves




	
 – 4.8%





	

	Barley




	
 – 0%





	

	Wool




	
 – 23%








The farmer will charge VAT as appropriate, in addition to his sales price indicated above. This VAT will not be a cost for the buyers (assuming they are all registered for VAT).

The output VAT chargeable will be:








	
	
€





	
€50,000 × 4.8%


	
= 2,400





	
€8,000 × 23%


	
= 1,840





	
	
4,240







Where the farmer opts to register for VAT, then the input VAT recoverable by him on the purchase of inputs is as follows:








	
Land reclamation


	
VAT of €7,425 (reduced rate of 13.5%) will be charged by the contractor.





	
Oral animal medicines


	
0% rate of VAT applies.





	
Non-oral animal medicines


	
VAT of €1,150 (standard rate) will be charged by the supplier.





	
Tax/accountancy services


	
VAT of €1,725 (standard rate) will be charged by the accountant.





	
Fertilizer


	
0% rate of VAT applies.





	
New tractor


	
VAT of €17,250 (standard rate) will be charged by the garage.





	
Diesel (green)


	
VAT of €5,400 (reduced rate) will be charged by the garage.







Therefore, by registering for VAT, the farmer will be in a position to recover input VAT in the amount of €32,950. He will be obliged to charge output VAT of €4,240, however, this will not be a cost to him, as he will add it to the net of VAT price charged to the person buying the calves and the wool.

Option B

Where the farmer opts not to register for VAT, then he does not charge VAT on his supply of produce. Simultaneously, he is not entitled to recover input VAT incurred, under the provisions of section 63, VAT Consolidation Act, 2010.

However, as an unregistered farmer he is entitled to the following:


	Where produce are supplied to VAT registered customers, he is entitled to have the flat rate addition, currently 5.5%, added to the price received from such customers. This addition applies to all farming outputs.

	Where VAT is incurred on land reclamation, then an unregistered farmer may recover such VAT via a claim directly to the Revenue Commissioners.



Therefore, as an unregistered farmer he is entitled to the following:


	Flat rate addition of €47,190 (€858,000 × 5.5%)

	Input VAT refund €7,425 (€55,000 × 13.5%)



Comparison & Conclusion

As an unregistered farmer he will receive a total of €54,615 by way of flat-rate addition (€47,190) and input VAT refund (€7,425) having paid out irrecoverable VAT of €25,525 on non-oral medicines, tax/accountancy services, a new tractor and diesel and recoverable VAT of €7,425 on land reclamation.

As a VAT registered farmer he will be entitled to recover input VAT amounting to €32,950 paid to suppliers.

As can be seen from the above, particularly as the purchase of a tractor and the attending VAT charged will not be a recurring event, the farmer is financially better off to remain unregistered for VAT.

Income Tax Revision Solution IT.1: Tom Clark









	
Case II Computation of adjusted profits of Tom Clarkefor the year ended 31 December 2022


	
€





	
Profit before tax


	
	
294,870





	
Less: Non-taxable items


	
Profit on disposal of fixed assets (taxable under capital gains tax)


	
(1,400)





	
	
Dividends received (taxable under Schedule F)


	
(1,800)





	
	
Net deposit interest received (gross amount taxable under Case IV)


	
(3,700)





	
	
Rental income (taxable under Case V)


	
(6,000)





	
	
Reduction in general bad debts (general in nature)


	
(1,100)





	
Add back: Non-deductible items


	



	
	
Owner’s salary and VHI (drawings)


	
24,000





	
	
Advertising (allowed as a Case V rental deduction)


	
100





	
	
Depreciation (capital)


	
8,600





	
	
Entertainment (non-staff = statutory add-back)


	
2,950





	
	
Motor expenses (Note 1)


	
2,150





	
	
Light and heat (private-non-trade related)


	
400





	
	
Political and charitable donations (non-trade related)


	
1,000





	
	
Subscription to Royal Institute of Architects in Ireland


	
200





	
	
Consultancy fees re inheritance tax planning (private – non-trade)


	
1,400





	
	
Planning permission (private – non-trade related)


	
100





	
	
Rental interest


	
1,100





	
	
Mortgage interest


	
4,500





	
	
Insurance on let premises


	
200





	
	
Permanent health insurance


	
420





	
	
Interest on underpaid VAT (statutory add-back)


	
650





	
	
Deed of covenant


	
1,000





	
	
Parking fines (private – non-trade related)


	
150





	
Adjusted Case I before capital allowances


	
329,790





	
Note 1: Motor Expense restriction


	
€





	
BMW	Private element (€ 4,200 × 1/3)


	
1,400





	
V’Wagen	Private element (€ 2,250 × 1/3)


	
   750





	
Total


	
2,150







Capital Allowances Computation – Tom Clarke 2022











	
	
Fixtures


	
Motor Vehicles


	
Deduct private


	
Total





	
	
and


	
	
element


	



	
	
fittings


	
	
(1/3)


	



	
Rate


	
12.5%


	
12.5%


	
	



	
	
€


	
€


	
€


	
€





	
Cost 1 January 2022


	
30,000


	
24,000


	
	



	
TWDV 1 January 2022


	
15,000


	
12,000


	
	



	
Disposals


	
 – 


	
(12,000)


	
	



	
Additions (restricted value CO2)


	
 –  


	
12,000


	
	



	
	
15,000


	
12,000


	
	



	
Wear & tear


	
(3,750)


	
(1,500)


	
500


	
(4,750)





	
TWDV 31 December 2022


	
11,250


	
10,500


	
	





Balancing allowance / charge computation










	
	
	
	
€





	
TWDV


	
	
	
12,000





	
Sales proceeds


	
	
	
(3,400)





	
Balancing allowance


	
	
8,600





	
Business element (2/3)


	
	
5,733





	
Summary of Capital Allowances





	
	
	
	
€





	
Balancing allowance


	
	
5,733





	
Wear and tear


	
	
	
4,750





	






		






	
	
	
10,483





	
	
	
€


	
€





	
Case V Income


	
	
	



	
Gross


	
	
	
6,000





	
Deduct


	
	
	



	
	
Advertising


	
(100)


	



	
	
Interest (Note a)


	
(880)


	



	
	
Insurance


	
(200)


	
(1,180)





	
	
	
	
   4,820







Note a:

We assume that Tom Clarke has registered with the PRTB in order to claim the interest expense included above. For rented residential premises, the restriction on the deductibility for interest paid no longer applies on or after 1 January 2019.

Income Tax Computation – Tom Clarke 2022











	
	
	
	
€


	
€





	
Schedule D


	
	
	
	



	
Case II


	
	
	
329,590


	



	
Capital allowance claim


	
(10,483)


	
319,107





	
Case IV


	
Net


	
3,700


	



	
	
DIRT (33%)


	
    1,822


	
5,522





	
Case V


	
	
	
	
4,820





	
Schedule F


	
Dividend – net


	
1,800


	



	
	
Dividend withholding tax 1800*25/75


	
     600


	
    2,400





	
Gross Income


	
	
	
	
331,849





	
Deduct charges


	
	
	
	



	
Covenant


	
	
	
	
(1,000)





	
Total net statutory income


	
	
	
330,849





	
Deduct personal allowances


	
	
	



	
Permanent health insurance


	
	
	
    (420)





	
Taxable Income


	
	
	
	
330,429





	
	
Taxed as follows:


	
	



	
	
€36,800 @ 20%


	
	
7,360





	
	
 €5,522 @ 33%


	
	
1,822





	
	
€288,107 @ 40%


	
	
115,243





	
	
€330,429


	
	
124,425





	
Deduct: Tax credits


	
	



	
	
Single person


	
(1,700)


	



	
	
Earned Income tax credit


	
(1,700)


	



	
	
DIRT


	
(1,822)


	



	
	
DWT


	
 (600)


	
(5,822)





	
	
	
	
118,603





	
	
PRSI 	€331,849 @ 4%


	
	
13,274





	
	
USC (Note 2)


	
	
29,516





	
	
	
	
161,393





	
	
Add: Tax on covenant (€1,000  20%)


	
	
200





	
 Total tax, PRSI and USC liability


	
	
	
161,593







Note 1: Tax relief for VHI and mortgage interest payments is granted at source.

Note 2: The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT) but after deduction of capital allowances, i.e. €326,327  (€331,849 2 €5,522). A 3% surcharge is imposed on any Case I/II income over €100,000 for taxpayers with non PAYE income.









	
	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
256,283 @ 8%


	
20,503





	
326,327


	



	
219,107 @ 3%


	
6,573





	
Total USC


	
29,516







Revision Solution IT.2: Fergus Clinton

(a) Fergus Clinton

Computation of adjusted profits for the year ended 30 September 2022









	
	
€


	
€





	
Profit before tax


	
	
2,207,160





	
Add back:


	
	



	
Depreciation


	
593,750


	



	
Fergus’ salary (drawings)


	
131,250


	
 





	
Legal fees re inheritance


	
12,200


	



	
Professional fees re sale of shares


	
12,500


	



	
Customer entertainment


	
15,340


	



	
Supplier entertainment


	
4,809


	



	
Increase in general bad debt provision


	
10,000


	



	
Patent royalties (deductible on a paid basis)


	
275,000


	
1,054,849





	
Deduct


	
	



	
Rental income (remittances to Ire. taxable under Case III) 


	
(108,680)


	



	
Gain on disposal (taxable under CGT)


	
(45,915)


	
(154,595)





	
Case I before capital allowances


	
	
3,107,414







(b) Ceases to trade on 30/09/2022 – taxable on an actual basis 01/01/2022 – 30/09/2022 

12/13 * €3,107,414 = €2,330,561

	If Fergus ceases to trade on 30/09/2022, the Revenue will review his assessment for the penultimate year, in this case, 2021. If the assessment for 2021 on an actual basis is greater than the current year basis of assessment, the Revenue will revise this assessment upwards to an actual basis.

(c) Fergus Clinton

Income Tax Computation 2022









	
	
	
€





	
Case I income before capital allowances


	
3,107,414





	
Capital allowances (Note 1)


	
    (27,250)





	
Case I


	
	
3,080,164





	
Case III – Foreign rental income (amount actually remitted to Ireland)


	
30,000





	
Case IV – Deposit interest gross


	
       4,932





	
Gross income


	
3,115,096





	
Deduct charges: Patent royalties paid


	
(300,000)





	
Total statutory net income


	
2,815,096







Taxed as follows:









	
	
€


	
€





	
	
36,800 @ 20%


	
7,360





	
	
4,932 @ 33%


	
1,628





	
	
2,773,364 @ 40%


	
1,109,346





	
	
2,815,096


	
1,118,334

















	
Deduct credits:


	
	
	
€


	
€





	
	
	
Single person allowance


	
(1,700)





	
	
	
Earned income tax credit


	
(1,700)





	
	
	
DIRT


	
	
    (1,628)





	
	
	
1,113,306





	
Add: Tax on Royalties (€300,000 at 20%)


	
	
   60,000





	
	
	
	
	



	
	
PRSI


	
€3,115,096 @ 4%


	
124,604


	



	
	
USC (Note 2)


	
	
335,055


	



	
	
	
	
	
459,659





	
Total tax, PRSI and USC liability


	
	
1,632,965



















	
Note 1:


	
Capital Allowance claim for the 2022 year:





	
	
	
	
Motors


	
Motors


	
Equipment


	
Total





	
	
	
	
12.5%


	
12.5%


	
12.5%


	



	
	
	
	
Straight-


	
Straight-


	
Straight-


	



	
	
	
	
line


	
line


	
line


	



	
	
	
	
€


	
€


	
€


	
€





	
	
TWDV – 1/1/2017


	
	
 – 


	
	
	



	
	
Additions – 2017


	
	
14,000


	
	
	



	
	
Wear and tear 2017


	
	
(1,750)


	
	
	



	
	
TWDV – 1/1/2018


	
	
12,250 


	
	
	



	
	
Wear and tear 2018


	
	
(1,750)


	
	
	



	
	
TWDV – 31/12/2018


	
	
10,500


	
	
	



	
	
Wear and tear 2019


	
	
(1,750)


	
	
	



	
	
TWDV – 31/12/2019


	
	
8,750


	
	
	



	
	
Wear and Tear 2020


	
	
(1,750)


	
	
	



	
	
TWDV – 31/12/2020


	
	
7,000


	
	
	



	
	
Wear and Tear 2021


	
	
(1,750) 


	
	
	



	
	
TWDV – 31/12/2021


	
	
5,250 


	
	
	



	
	
Additions


	
	
 – 


	
24,000


	
180,000


	



	
	
Wear and tear 2022


	
	
(1,750)


	
(3,000)


	
(22,500)


	
(27,250)





	
	
TWDV – 31/12/2022


	
	
   3,500


	
21,000


	
157,500


	













	
Note 2:


	
USC


	



	
	
€


	
€





	
	
12,012 @ 0.5%


	
60





	
	
9,283 @ 2%


	
186





	
	
48,749 @ 4.5%


	
2,194





	
	
3,040,120 @ 8%


	
243,210





	
	
2,980,164 @ 3%


	
89,405





	
	
3,110,164 


	
            





	
	
Total USC


	
335,055














	
	
The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT) but after deduction of capital allowances, i.e. €3,110,164 (€3,115,096 – €4,932). A 3% surcharge is imposed on any income over €100,000 for taxpayers with non PAYE income.





	
Note 3:


	
Covenant to daughter does not qualify for relief – assumed not permanently incapacitated, and that Fergus Clinton does not qualify for single person child carer tax credit.





	
Note 4:


	
As principle private residence is in Ireland and loan is from an Irish Bank. We can assume TRS is claimed and mortgage interest relief is not claimed in the income tax computation.







Revision Solution IT.3: Sandrine Leblanc

Income Tax Liability for Sandrine and Tom for 2022










	
Schedule D


	
	
€


	
€





	
	
Case I (Note 1)


	
250,327


	



	
	
Less: Capital allowances (Note 2)


	
(29,601)


	
220,726





	
	
Case III (UK income: remittance basis)


	
	
5,000





	
	
Case IV – Tom (grossed up @ €72/0.67)

– Sandrine (grossed up @ €107/0.67)


	
	
107

160





	
Schedule E


	
	
	



	
	
Tom – Salary + bonus


	
	
145,500





	
	
Tom – BIK on company car (Note 3)


	
	
5,040





	
	
Tom – Staff canteen (specifically not taxable)


	
	
–





	
Schedule F


	
	
	



	
	
Tom – Irish dividends (grossed up @ €300/0.75)


	
	
     400





	
Gross Income


	
	
	
376,933





	
Less: Charges – patent royalties


	
	
(8,000)





	
Total Statutory Net Income


	
	
368,933





	



	
	
	



	
Less: Personal reliefs – permanent health insurance


	
(1,450)





	
Taxable Income


	
	
	
367,483





	
Taxable as follows:


	
	
	



	
 €73,600 @ 20%


	
	
14,720





	
   €267 @ 33% [Interest Income]


	
	
88





	
€293,616 @ 40%


	
	
117,446





	
€367,483


	
	
132,254





	
Deduct: Non-refundable Tax Credits


	
	



	
Employee’s tax credit


	
1,700


	



	
Earned income tax credit


	
1,700


	



	
Married person


	
3,400


	



	
DIRT (€267 @ 33%)


	
  88


	
 (6,888)





	
	
	
125,366





	
PRSI – Sandrine (Note 4)


	
9,035


	



	
USC – Sandrine (Note 5)


	
18,517


	



	
PRSI – Tom (Note 6)


	
–


	



	
USC – Tom (Note 6)


	
       32


	



	
	






		
		€

	









	
	
27,584





	
Add: Income Tax on Royalties (€8,000 @ 20%)


	
	
 1,600





	
	
	
	
154,550





	
Deduct: Refundable Tax Credits


	



	
PAYE


	
	
(43,600)





	
Dividend withholding tax


	
	
   (100)





	
Income Tax payable by direct assessment


	
110,850







Note 1: Sandrine Leblanc

Tax Adjusted Case 1 – Computation for year ended 30 September 2022









	
	
Note in Question


	
€





	
Profit before tax


	
	
83,926





	
Add back:


	
	



	
Drawings of stock for private use


	
Note 1


	
230





	
Insurance – private permanent health


	
Note 2


	
1,450





	
Depreciation – shop


	
	
2,000





	
Depreciation – shop fittings + kitchen equipment


	
	
3,000





	
Depreciation – motor vehicles


	
	
3,500





	
Write off of assets (capital)


	
Note 3


	
12,000





	
Salaries and wages – au pair


	
Note 4


	
6,000





	
Salaries and wages – drawings


	
Note 4


	
45,000





	
Legal expenses (non-trade)


	
Note 5


	
9,540





	
Motor expenses (private – 60%)


	
Note 6


	
1,770





	
Repairs and maintenance – expensed assets


	
Note 7


	
45,315





	
General provision


	
Note 9


	
1,072





	
Light and heat (private element)


	
Note 10


	
1,232





	
Accounting (non-staff entertainment)


	
Note 11


	
700





	
Relaunch expenses – non-staff entertainment


	
Note 12


	
2,300





	
Relaunch expenses – political subscription


	
Note 12


	
20,000





	
Travel – personal


	
Note 13


	
1,370





	
Patent royalties (deductible as a charge on a paid basis)


	
Note 14


	
 9,922





	
Schedule D Case I Adjusted Profits


	
	
250,327







Note 2: Capital allowance claim















	
	
Shop Fittings


	
Motor Vehicle


	
Delivery Van


	
Disallow


	
Total





	
	
€


	
€


	
€


	
€


	
€





	
Cost 1/1/2022


	
30,000


	
32,000


	
20,000


	
	



	
TWDV 1/1/2022


	
18,750


	
18,000


	
17,500


	
	



	
Disposals @ TWDV


	
(18,750)


	
(18,000)


	
   –


	
	



	
	
–


	
–


	
17,500


	
	



	
Additions


	
45,315


	
24,000


	
–


	
	



	
Wear and tear @ 12.5%


	
(5,664)


	
(3,000)


	
(2,500)


	
1,800


	
(9,364)





	
	
	
	
	
	



	
TWDV @


	
39,651


	
21,000


	
15,000


	
	



	
31/12/2022


	
	
	
	
	



	



	
Balancing allowance / charge on disposal of motor vehicle


	
€


	
€


	



	
TWDV


	
	
	
	
(18,000)


	



	
Sales proceeds


	
	
	
19,044


	
	



	
Adjusted (* €24,000)


	
	
	
	
14,283


	



	
                 €32,000


	
	
	
	
	



	
Balancing allowance


	
	
	
	
(3,717)


	



	
Restricted to 40%


	
	
	
	
(1,487)


	



	
Balancing allowance / charge on destruction of shop fittings


	
€


	



	
TWDV


	
	
	
	
(18,750)


	



	
Sales proceeds


	
	
	
	
    –


	



	
Balancing allowance


	
	
	
	
(18,750)


	



	
	
	
	
	
	



	
Summary of capital allowances





	
	
	
	
	
€


	



	
Wear and tear


	
	
	
	
9,364


	



	
Balancing allowance on car


	
	
	
1,487


	



	
Balancing allowance on shop fittings


	
	
	
18,750


	



	
	
	
	
	
29,601


	












	
Note 3: Benefit in kind calculation


	
€





	
Original market value


	
28,000





	
€28,000 ×18%


	
5,040













	
Note 4: PRSI – Sabrine





	
Sabrine is liable at 4% of gross income. This is €225,886 @ 4% = €9,035







Note 5: USC – Sabrine









	
	
€


	
€





	
	
12,012 @ 0.5%


	
60





	
	
9,283 @ 2%


	
186





	
	
48,749 @ 4.5%


	
2,194





	
	
155,682 @ 8%


	
12,455





	
	
225,726


	



	
	
120,726 @ 3%


	
3,622





	
	
Total USC


	
18,517







The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT) and after deduction of capital allowances, i.e. €225,726 (€225,886 – €160). A 3% surcharge is imposed on any non PAYE income over €100,000 for self-employed taxpayers.

Note 6: PRSI and USC – Tom

It is assumed that PRSI and the USC have already been applied to Schedule E income under the PAYE system. For Tom, no PRSI is payable on the passive income

USC: €400 @ 8% = €32

As noted above, the USC is not applied to deposit interest which was subject to DIRT. Also, Schedule E income is taken into account in determining which percentage bracket the other income falls into for the purposes of calculating the USC.

Tom is chargeable to the USC on his unearned income and should submit a Form 12 to discharge the liability. However, he is not a chargeable person for income tax purposes as his net unearned income is less than €5,000 and the income is coded through her income tax credits. He will not be required to file a Form 11 and will not be chargeable to PRSI on his unearned income. (Revenue guidance also indicates that gross unearned income must be less than €30,000 in order to not be considered as taxable person).

Revision Solution IT.4: Shane Smyth

(a) Adjusted Case I Profit Computation for the year ended 31 December 2022









	
	
€


	
€





	
Net Profit per accounts


	
	
140,719





	
Deduct:


	
	



	
Telephone (€800 × 60%)


	
	
(480)





	
	
	



	
Add back:


	
	



	
Depreciation (€25,000 + €2,500)


	
27,500


	



	
Motor expenses (€3,300 × 30%)


	
990


	



	
Motor leasing expenses [image: ]




	
280


	



	
Repairs and renewals (qualifies for capital allowances)


	
1,000


	



	
Professional fees (capital)


	
4,756


	



	
Interest re Spanish house


	
3,525


	



	
General expenses (€6,200 + €2,200)


	
 8,400


	



	
	
	
 46,451





	
Schedule D Case I Adjusted Profits


	
	
186,690





	








(b) Capital allowances workings










	
	
Plant & Machinery

(12.5%)


	
Plant & Machinery

(12.5%)


	
Motor car





	
	
€


	
€


	
€





	
Cost


	
80,000


	
90,000


	
17,000





	
Disposal


	
(80,000)


	
	



	
TWDV 1.1.2022


	
–


	
45,000


	
3,000





	
Disposal


	
–


	
–


	
–





	
Addition (Note 1)


	
–


	
92,200


	
–





	
Wear and tear


	
	
	



	
@12.5%


	
   –


	
(22,775)


	
(3,000)





	
TWDV 31.12.2022


	
   –


	
114,425


	
          –





	
Cost 31.12.2022


	
   –


	
182,200


	
17,000





	
	
€


	
	



	
Proceeds on disposal


	
38,800


	
	



	
Less: TWDV


	
   –


	
	



	
Balancing charge


	
38,800  – use replacement option 


	



	
Industrial buildings allowance is based on cost exclusive of site i.e. €250,000 × 4% = €10,000.







Capital allowances claim








	
	
€





	
Industrial buildings allowance


	
10,000





	
Wear and tear – machinery


	
22,775





	
Wear and tear – car €3,000 × 70%


	
2,100





	
Balancing charge – use replacement option


	
  –





	
Capital allowances claim for 2022


	
34,875





	
Note 1: Additions 2022


	
€





	
 New equipment


	
140,000





	
 Less capital grant


	
(10,000)





	
 Balancing charge (replacement option)


	
(38,800)





	
 Computer


	
  1,000





	
	
92,200







Revision Solution IT.5: Tom Volks

Case I Computation










	
	
	
€


	
€





	
Profit before tax


	
	
	
30,320





	
Add back:


	
	
	



	
Depreciation – cost of sales


	
	
18,697


	



	
Depreciation – selling and general admin.


	
	
5,300


	



	
Tom’s salary


	
	
35,166


	



	
Insurance


	
	
953


	



	
Consultancy fees


	
	
5,000


	



	
Interest on late payment of PAYE / PRSI


	
	
1,200


	



	
Covenant


	
	
3,000


	



	
Mortgage interest


	
	
2,800


	



	
Motor running expenses


	
Note 1


	
2,000


	



	
Lease expenses


	
Note 2


	
435


	



	
Deduct:


	
	
	



	
Income taxable under another Case or Schedule


	
	
(10,690)


	
63,861





	
Tax adjusted Profits


	
	
	
94,181





	
Taxable in 2022 – Year of Commencement (1/13th)


	
	
	
  7,245
















	
Note 1:       Private Motor Expenses: €5,000 * 40%


	
	
	
2,000





	
Note 2:       Leasing Addback: €10,000 * (€25,091– €24,000) / €25,091


	
  435







Income Tax Computation 2022










	
Schedule D


	
	
	



	
	
	
€


	
€





	
	
Case I


	
	
7,245





	
	
Capital Allowances (Note 3)


	
	
(792)





	
	
	
	
6,453





	
	
Case III €750 × 1/13


	
	
58





	
	
Case IV


	
	
2,000





	
Schedule E


	
Pension


	
  1,400


	



	
	
Salary


	
35,000


	



	
	
BIK (Note 4)


	
  1,250


	






	
	
Termination payment (Note 5)


	
57,690


	
95,340





	
Schedule F


	
Net


	
  3,192


	



	
	
Dividend Withholding Tax


	
  1,064


	
    4,256





	
Gross Income


	
	
	
108,107





	
	
	
€


	
€





	
	
Less: covenants


	
	
   (3,000)





	
Total Statutory Net Income


	
	
105,107





	
	
Less: Permanent Health Insurance


	
	
      (600)





	
Taxable income


	
	
	
104,507





	
Taxable as follows:


	
	



	
	
	
	



	
	
  €36,800 @ 20%


	
	
7,360





	
	
    €2,000 @ 33%


	
	
660





	
	
  €65,707 @ 40%


	
	
26,283





	
	
€104,507


	
	
34,303





	
	
	
	



	
Deduct credits:


	
Single


	
(1,700)


	



	
	
Employee Credit


	
(1,700)


	



	
	
DIRT


	
   (660)


	
(4,060)





	
	
	
	
30,243





	
PRSI


	
(Note 6)


	
      500


	



	
USC


	
(Note 6)


	
      840


	
  1,340





	
	
	
	
31,583





	
	
PAYE – salary


	
(6,500)


	



	
	
PAYE – pension


	
   (320)


	



	
	
Dividend Withholding Tax


	
(1,064)


	
(7,884)





	
	
	
	
23,699





	
	
Add: Tax on covenant


	
	
     600





	
	
Tax Payable


	
	
24,299







Note 3: Capital Allowances











	
	
Machinery


	
Office Equip


	
Vans


	
Total





	
Additions


	
€


	
€


	
€


	
€





	
Factory Machinery 


	
30,000


	
	
	



	
Fixtures and Fittings


	
	
8,000


	
	






	
Computer System & Van


	
           


	
20,000


	
18,000


	



	
	
30,000


	
28,000


	
18,000


	



	
Wear and tear*


	
    (313)


	
   (292)


	
   (187)


	
   (792)





	
TWDV 31/12/2022


	
29,687


	
27,708


	
17,813


	





*All wear and tear amounts are calculated as original cost × 12.5% × 1/12

**As the motor car is Category G, no wear and tax allowances are available.

Note 4: BIK

Business travel is 48,000 km to 31 October

Pro rata Calculation:








	
39,978 and over (48,000 × 304/365 = 39,978)


	
[image: ]







BIK = €25,000 × 5% = €1,250

Note 5: Termination payment








	
	
€





	
Statutory (Exempt)


	
–





	
Car


	
12,000





	
Pension lump sum (Exempt)


	
–





	
Ex gratia


	
70,000





	
	
82,000





	
Less: Increased basic exemption


	
(24,310)





	
	
57,690














	
Exemption:


	
€





	
Basic = €10,160 + (€765 × 10)


	
17,810





	
Increased basic = €17,810 + (€10,000 – €3,500)


	
24,310





	
SCSB: (€41,250 × 10/15) 2 €3,500


	
24,000














	
	
€





	
Average salary: €35,000 + €1,250


	
36,250





	
€42,500


	
42,500





	
€39,000


	
39,000





	
€36,000 × 2/12


	
  6,000





	



	
123,750





	
Average


	
  41,250







Note 6: PRSI and USC

It is assumed that PRSI and USC have already been applied to Schedule E income under the PAYE system. Although Tom is an employee, PRSI is payable on the passive income as all income is now subject to PRSI and USC.

Schedule E income is taken into account in determining which percentage bracket income falls into for the purposes of calculating the USC.

PRSI: €12,501 @ 4% = €500

USC:

 €10,501 @ 8%	=	€840

He is not liable for the 10% rate as his Non PAYE income is not over €100,000.

The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT) and after deduction of capital allowances, i.e. €10,501 (€12,501 – €2,000).

Note 7: No mortgage interest relief is claimed in the income tax computation as he would be entitled to TRS.

Revision Solution IT.6: Mary Barry










	
Year of Assessment


	
Basis Period


	
Original Assessments


	
Final Assessments





	
	
	
€


	
€





	
2018


	
l/l/2018–31/12/2018


	
10,000


	
10,000





	
2019


	
Y/E 31/12/2019


	
13,500


	
13,500





	
2020


	
Y/E 31/12/2020


	
8,000


	
8,000





	
2021


	
Y/E 31/12/2021


	
9,000


	
9,000





	
2022


	
Y/E 30/9/2022


	
13,250


	
13,250







Notes:

1. 2020

Commencement year 2 adjustment









	
	
	
€





	
Actual Profits of 2019


	
	
13,500





	
Assessed


	
	
13,500





	
	
No Revision necessary 


	





2. 2022









	
	
	
€





	
12 months to 30/9/2022


	
9 months to 30/9/2022        =


	
10,000





	
	
 3/12 × €9,000 (y/e 31/12/2021) = 


	
  2,250





	
	
	
13,250







3. 2021










	
Year Ended 30/9/2021


	
	
	
€





	
	
¾ × €9,000 


	
= 


	
6,750





	



	
¼ × €8,000 


	
= 


	
2,000





	
	
	
	
8,750







No revision will apply as profits are less than those previously assessed.

Revision Solution IT.7: Fran Richardson

Capital Allowances Computation for 2022

Plant and Machinery (excluding motor vehicles)












	
Year of Acquisition


	
Cost


	
TWDV at 1/1/2022


	
 Disposal


	
Wear & Tear 12.5%


	
TWDV at 31/12/2022





	
	
€


	
€


	
€


	
€


	
€





	
2008


	
10,000


	
 –  


	
 –  


	
 –  


	
 –  





	
2017


	
30,000


	
11,250


	
 –  


	
3,750


	
7,500





	
2020


	
16,000


	
12,000


	
 –  


	
2,000


	
10,000





	
2022


	
78,000*


	
  –   


	
 –  


	
 9,750


	
68,250





	
	
	
23,250


	
 –  


	
15,500


	
85,750







*Additions during year: €16,000 + €12,000 + €50,000 (all in use at 30 November 2022) = €78,000.

Motor vehicles












	
 Year of Acquisition


	
Cost


	
TWDV at 1/1/2022


	
 Disposal


	
Wear &Tear 12.5%


	
TWDV at 31/12/2022





	
	
€


	
€


	
€


	
€


	
€





	
2017


	
90,000


	
33,750


	
 –  


	
11,250


	
22,500





	
2019


	
25,000


	
15,625


	
  –   


	
3,125


	
12,500





	
2017


	
24,000


	
9,000


	
(9,000)


	
 –  


	
 –  





	
2022


	
65,000*


	
  –   


	
  –   


	
8,125


	
56,875





	
	
	
58,375


	
(9,000)


	
22,500


	
91,875





	
*Additions during year: €24,000 (restricted cost of car) + €41,000 = €65,000.







Balancing allowance/charge on disposals

(1) Disposal of machinery








	
	
€





	
Proceeds


	
1,900





	
TWDV


	
   –   





	
Balancing charge


	
1,900







However, as the proceeds are less than €2,000, this balancing charge is not taxable.

(2) Disposal of car








	
	
€





	
 Proceeds restricted €12,000 × €24,000/€33,000 =


	
8,727





	
 TWDV


	
9,000





	
 Balancing allowance


	
273





	
 Business 80%


	
 218







Total claim








	
	
€





	
 Plant and machinery


	
15,500





	
 Motor vehicles


	
22,500





	
 Less personal element re car €24,000 × 12.5% × 20% =


	
(600)





	
 Balancing allowance


	
 218





	
 Total capital allowances for 2022


	
 37,618







Revision Solution IT.8: George and Marian

Income tax computation 2022










	
	
Note


	
€


	
€





	
Schedule D   – Case III


	
	
	
1,012





	
 	– Case IV(Franca Bank)


	
	
	
2,000





	
Schedule E 	Salary – George


	
	
60,000


	



	
 	Less pension contribution


	
(1)


	
(12,000)


	
48,000





	
Schedule E 	Salary – Marian


	
	
	
7,650





	
Schedule F


	
(2)


	
	
 8,333





	
	
	
	
66,995





	
Less charges


	
(1)


	
	
(6,067)





	
Employment of a carer


	
(3)


	
	
 (9,790)





	
Taxable income


	
	
	
 51,138





	
Tax thereon:


	
	
	



	
 	€45,800 @ 20%


	
(4)


	
	
9,160





	
 	€3,338  @ 40%


	
	
	
1,335





	
 	€2,000 @ 33%


	
(4)


	
	
    660





	
Less non-refundable tax credits


	
	
	
11,155





	
 	Married


	
	
3,400


	



	
 	Dependent relative


	
(5)


	
–


	



	
 	Home Carer


	
(4)


	
1,375


	



	
 	Employee – George


	
	
1,700


	



	
         – Mary


	
(6)


	
 1,530


	
(8,005)





	
	
	
	
3,150





	
Add tax on covenants €6,067 @ 20%


	
	
	
 1,213





	
	
	
	
4,363





	
Add PRSI George €11,345 @ 4%


	
(7)


	
	
454





	
Add USC George


	
(8)


	
	
2,544





	
Less refundable tax credits


	
	
	



	
 	PAYE (€2,500 + €250)


	
	
2,750 


	



	
 	USC George


	
	
2,250


	



	
 	DWT


	
	
 2,083


	
(7,083)





	
Net tax due


	
	
	
      278















	
Note 1: Pension Contributions and charges


	
€


	
€





	
 	Relevant earnings


	
 


	
60,000





	
 	Less charges


	
 


	
 





	
	Nephew €2,000 / 0.80


	
2,500


	



	
	Mother (rest to 5% total income €71,345)


	
3,567


	
6,067





	
 	Offset by non-relevant earnings


	
	



	
	Case IV


	
2,000


	



	
	Case III


	
1,012


	



	
	Schedule F


	
8,333


	
 (11,345)





	
 	Net adjustment


	
	
         Nil





	
	
	
€





	
	Net relevant earnings


	
	
60,000





	
	Age 39 – 20% (maximum contribution)


	
	
12,000





	
	Amount paid


	
	
15,000





	
	C/f to 2023


	
	
3,000





	
Note 2: Scrip Dividend


	
	
€





	
 	250 shares @ €25/each


	
	
6,250





	
 	DWT @ 25/75


	
	
2,083





	
	
	
8,333





	
Note 3: Cost of employing a carer


	
	
€





	
 	Amount paid


	
	
13,290





	
 	Less refunded


	
	
(3,500)





	
	
	
 9,790







Note 4:

The maximum possible standard rate band in this instance is €53,450 (€45,800 + €7,650).

However, it is restricted to the total income (excl. French interest) of €49,138. French deposit interest is taxable at 33% (provided that any tax due is paid by the tax return filing date for 2022).

In addition dual income couples cannot claim both the Home Carer’s tax credit and the increased standard rate cut off point. Therefore a calculation is required to determine which is more beneficial to claim. As Marian’s income exceeds the current income threshold for the Home Carer’s tax credit a calculation is required to determine the restricted tax credit available.

Restriction of tax credit

(€7,650 – €7,200) × 50% = 225

€1,600 – €225 = €1,375

Next, the tax payable if the increased standard rate band is not claimed is determined (€49,138 – €45,800) = €3,338 × (40% – 20%) = €668). It is more beneficial to claim the restricted Home Carer’s tax credit of €1,375 as the additional tax payable at 40% is lower than the restricted credit.

Note 5:

Dependent relative tax credit may not be claimed with employment of a carer allowance.

Note 6:

Employee tax credit is only available on income subject to PAYE€7,650 × 20% = €1,530

Note 7: PRSI

It is assumed that PRSI has already been applied to Schedule E income under the PAYE system. Although George is an employee, PRSI is payable on the passive income as all income is now subject to PRSI. It is assumed that PRSI is collected from the employment income at source.

Note 8: USC








	
George


	
€





	
€12,012 @ 0.5%


	
60





	
€9,283 @ 2%


	
186





	
€48,749 @ 4.5%


	
2,194





	
€1,301 @ 8% 


	
    104





	
USC on €71,345


	
2,544







The USC is chargeable on gross income (before pension contributions are deducted), excluding certain specified sources. Marion is exempt as her Income is below the USC threshold of €13,000 (e.g. deposit interest subject to DIRT). 

As an employee with non PAYE income of more than €5,000, they will be obliged to submit a Form 11.

Revision Solution IT.9: Hannah and Louis










	
Income tax computation 2022





	
	
Note


	
€


	
€





	
Schedule D  – Case IV


	
(1)


	
	
2,247





	
 	– Case V


	
(2)


	
	
–





	
Schedule E 	Salary – Hannah


	
	
	
70,000





	
 	Exam gratuity – exempt


	
	
	
–





	
 	Pension – Louis


	
	
	
12,000





	
 	SW pension – Louis


	
	
	
10,600





	
Schedule F 	Dividend €1,219 / 0.75


	
	
	
 1,625





	
Total income


	
	
	
96,472





	
Tax thereon:


	
	
	



	
	€45,800 @ 20%


	
	
9,160


	



	
	€23,413 @ 20%


	
(3)


	
4,683


	



	
	€2,247 @ 33%


	
(1)


	
742


	



	
	€25,012 @ 40%


	
	
10,005


	
24,590





	
	€96,472


	
	
	



	
Less non-refundable tax credits


	
	
	



	
	Married


	
	
3,400


	



	
	Employee – Hannah


	
	
1,700


	



	
	 – Louis


	
	
1,700


	



	
	Age 	– married


	
	
490


	
(7,290)





	
Less refundable tax credits


	
	
	



	
	PAYE paid – Hannah


	
	
17,000


	



	
	 – Louis


	
	
2,000


	



	
	DIRT (over 65)


	
	
742


	



	
	DWT


	
	
      406


	
(20,148)





	
Tax refund due


	
	
	
 (2,848)







Note 1:








	
	
€





	
 Deposit interest received in 2022


	
1,505





	
 DIRT @ 33%


	
 742





	
 Gross


	
2,247







Long term interest is subject to DIRT in excess of the €635 limit, but is not included in income tax computation.

Note 2:








	
	
€





	
 Rental income


	



	
 Gross rent


	
25,000





	
 Less expenses (fencing repairs)


	
(6,000)





	
	
19,000







Louis qualifies for the Farm retirement exemption of €30,000 for leases in excess of 10 years if the lease was taken out on or after 1 January 2015.

Note 3:








	
	
€





	
 Louis income


	



	
 Sch E Pension


	
12,000





	
 SW Pension


	
10,600





	
 Sch F (50%)


	
 813





	
	
23,413







Note 4:

Louis is chargeable to the USC on his unearned income and should submit a Form 12 to discharge the liability. However, he is not a chargeable person for income tax purposes as his net unearned income is less than €5,000 and the income is coded through his income tax credits. He will not be required to file a Form 11 and will not be chargeable to PRSI on his unearned income. (Revenue guidance also indicate that gross unearned income must be less than €30,000 in order to not be considered a taxable person).

It is assumed that PRSI and USC is collected from the employment income at source.

Revision Solution IT.10: Dermot and Monica

Income tax computation











	
	
	
Joint to 1/11/2022 Dermot 1/11/2022 to 31/12/2022


	
	
Monica 1/11/2022 to 31/12/2022





	
	
€


	
€


	
€


	
€





	
Schedule D  – Case II


	
	
80,000


	
	
–





	
	– Case III


	
	
–


	
	
4,000





	
	– Case V (Note 2)


	
	
28,500


	
	
–





	
Schedule E


	
	
37,500


	
	
7,500





	
	
	
146,000


	
	
11,500





	
Less maintenance expenses


	
	
(4,000)


	
	
         – 





	
Total income


	
	
142,000


	
	
11,500

















	
Tax thereon:


	
	
	
	



	
	€73,600 @ 20%


	
14,720


	
	
	



	
	€68,400 @ 40%


	
27,360


	
42,080


	
	



	
	€11,500 @ 20%


	
	
	
	
2,300





	
Less non-refundable tax credits


	
	
	
	



	
	Married


	
3,400


	
	
	



	
	Employee (Note 4)


	
1,700


	
	
1,500


	



	
	Single


	
–


	
	
1,700


	



	
	Single person child carer


	
–


	
	
1,650


	



	
	Medical expenses


	
–


	
	
180


	



	
	(€900 × 20%)


	
	
	
	



	
	Incapacitated child (10/12)


	
2,750


	
(7,850)


	
(2/12) 550


	
(5,580)





	
	
	
34,230


	
	
(Note 3)   –





	
	Dermot & Monica PRSI €108,500 @ 4%


	
	
4,340


	
	



	
	Monica PRSI €4,000 @ 4%


	
	
	
	
160





	
	Dermot USC (note 5)


	
	
4,056


	
	



	
	Monica USC (Note 5)


	
	
1,778


	
	
356





	
Less refundable tax credits


	
	
	
	



	
	PAYE paid


	
	
(10,000)


	
	
(2,000)





	
	USC paid


	
	
(1,450)


	
	
(290)





	
Tax due/(refundable)


	
	
32,954


	
	
(1,774)







Note 1:








	
	
€





	
Commencement rules – calculation of second year “excess”


	



	
Year 1 2020 (6 months to 31/12/2020)


	
13,500





	
Year 2 2021 1st 12 months


	
27,000





	
Year 3 2022 y/e 30/6/2022


	
80,000





	
Year 2 adjustment


	



	
 Assessment


	
27,000





	
Actual 1/1/2021 to 31/12/2021


	



	
 1/1 to 30/6/2021 + 1/7 to 31/12/2021


	



	
 €27,000 / 2 + €80,000 /2


	



	
 €13,500 + €40,000


	
53,500





	
As actual profits exceed the assessment, no second year excess is available to reduce the year 3 assessment





	
Year 3 assessment


	
80,000







Note 2:

New bed is not an allowable expense – ignore Case V capital allowances for purposes of this question.








	
Case V income


	



	
	
€





	
Gross


	
35,000





	
Deduct


	



	
Interest (see below)


	
(4,200)





	
Management fee


	
(2,300)





	
	
28,500







We assume that they have registered with the PRTB in order to claim the interest expense as a deduction. For rented residential premises, the restriction on deductibility for interest paid on or after 1 January 2019 has been removed.

Note 3:

Non-refundable tax credits cannot reduce tax to below €Nil.

Note 4:

Employee tax credit is only available on income subject to PAYE:

€7,500 × 20% = €1,500

Note 5:

PRSI and USC

Dermot can apply for the return of PRSI contributions in respect of any payment made under or pursuant to a maintenance arrangement.

Although Monica is an employee, PRSI is payable on the passive income as all income is now subject to PRSI and USC. It is assumed that PRSI is collected from the employment income at source.

USC:

Schedule E income is taken into account in determining which percentage bracket income falls into for the purposes of calculating the USC. 








	
Dermot

€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
48,749 @ 4.5%


	
2,194





	
20,206 @ 8%


	
1,616





	
USC on €90,250


	
4,056





	
Monica 

€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2%


	
186





	
41,955 @ 4.5%


	
1,888





	
USC on €63,250


	
2,134





	
Apportion 1/1–31/10/2022


	
1,778





	
1/11–31/12/2022


	
356







Dermot: The USC is chargeable on gross income less legally enforceable maintenance payments (portion relating to spouse) €80,000€4,000  ½ of €28,500. 

Monica: USC chargeable on total income (apportioned)

Revision Solution IT.11: Jim and Paula Roberts

Jim Roberts

Joint Assessment Income Tax Computation for the year ended 31 December 2022











	
 


	
€


	
€


	



	
Schedule D


	
	
	



	
Case IV	Deposit Interest - Spouse


	
689


	
	



	
Case V	Rent – Self


	
8,250


	
	



	
 	- Spouse


	
527


	
	



	
Schedule E


	
	
	



	
	Salary	- Self


	
45,250


	
	



	
		- Spouse


	
12,283


	
	



	
Schedule F


	
	
	



	
	Dividends	- Spouse (€112/0.75)


	
      150


	
	



	
Gross Income


	
67,149


	
	



	
Less Reliefs:


	
	
	



	
Permanent health insurance


	
 (1,200)


	
	



	
Taxable income


	
	
65,949


	



	
Taxable payable:


	
	
	



	
                           Note 1:


	
€58,760


	
@20%


	
11,752


	



	
	
€689


	
@33%


	
227


	



	
	
€6,500


	
@40%


	
  2,600


	



	
Less: Non-refundable tax credits	


	€65,949

	
14,579


	



	
Married Credit


	
3,400


	
	



	
DIRT


	
227


	
	



	
Employee Credit (x2)


	
3,400


	
	



	
	
	
(7,027)


	



	
	
	
7,552


	



	
Add PRSI Due Self

	
€8,250


	
@ 4% 


	
330


	



	
Add PRSI Due Spouse

	
€1,366


	
@ 4% 


	
55


	



	
Add USC Self


	
	
1,695


	



	
Less: Refundable tax credits


	
	
	



	
	PAYE paid	- Self


	
7,850


	
	



	
		- Spouse


	
2,177


	
	



	
	USC paid	- Self


	
1,550


	
	



	
	DWT	- Spouse


	
     38


	
(11,615)


	



	
Tax refund due


	
	
  (1,983)


	





Note 1: Full married allowances and standard rate bands granted to Jim Roberts in year of death.

As Paula does not have income of at least €27,800, the income tax band is restricted to her actual income. 

Standard rate band for Jim is calculated as follows: €45,800 + €12,283 + €150 + €527 = €58,760.

Note 2: PRSI and USC

It is assumed that PRSI and USC have already been applied to Schedule E income under the PAYE system. As Jim is an employee with non PAYE income of more than €5,000, PRSI is payable on the passive income as all income is now subject to PRSI and USC. It is assumed that PRSI is collected from the employment income at source.

USC:

Schedule E income is taken into account in determining which percentage bracket income falls into for the purposes of calculating the USC. The USC is chargeable on gross income, excluding certain specified sources (e.g. deposit interest subject to DIRT). As Paula earned less than €13,000 she is exempt from USC.








	
Jim


	
€





	
€12,012 @ 0.5%


	
60





	
€9,283 @ 2%


	
186





	
€32,205 @ 4.5%


	
1,449





	
USC on €53,500


	
1,695







Note 2: Rent, salary and deposit interest apportioned on a time basis in year of death










	
 


	
Gross


	
PAYE





	
	
€


	
€





	
Limerick rent:	Pre-death - Jim €18,000 × 5.5/12


	
8,250


	



	
	Post-death - Paula €18,000 × 6.5/12


	
9,750


	



	
Bundoran rent:	Pre-death - Jim €1,150 × 5.5/12


	
527


	



	
	Post-death - Paula €1,150 × 6.5/12


	
623


	



	
 


	
Gross


	
PAYE





	
 


	
€


	
€





	
Salary:	Pre-death income €26,800 × 5.5/12


	
12,283


	
2,177





	
	Post-death income €26,800 × 6.5/12


	
14,517


	
2,572





	
 


	
Gross


	
DIRT





	
Interest €1,005/(1-0.33) = €1,500 gross


	
€


	
€





	
Interest:	Pre-death income €1,500 × 5.5/12


	
689


	
   227





	
	Post-death income €1,500 × 6.5/12


	
811


	
   268





	
Paula Roberts - Income Tax Computation for the year ended 31 December 2022





	
	
€


	
€





	
Schedule D:


	
	



	
Case IV	Deposit interest


	
	
811





	
Case V	Rent


	
	
10,373





	
Schedule E:	Salary


	
	
14,517





	
	Pension


	
	
20,000





	
Schedule F:	Dividend


	
	
225





	
Gross Income/taxable income


	
	
45,926





	
Less Reliefs:


	
	



	
Taxable payable:


	
	



	
€36,800


	
@20%


	
7,360


	



	
€811


	
@33%


	
268


	



	
 €8,315


	
@40%


	
3,326


	
10,954





	
 €45,926


	
	
	



	
Less: Non-refundable tax credits


	
	



	
Widow in year of bereavement


	
3,400


	



	
DIRT Credit


	
268


	



	
Employee Credit


	
1,700


	
(5,368)





	
	
	
5,586





	
Add PRSI  €11,409 @ 4%


	
	
456





	
ADD USC


	
	
1,318





	
	
	
7,360





	
Less: Refundable tax credits


	
	



	
PAYE paid


	
10,973


	



	
USC €630 + €672


	
1,302


	



	
DWT €225*25%


	
       56


	
(12,331)





	
Tax refund due


	
	
(4,971)







Note 1: USC Paula








	
€


	
€





	
12,012 @ 0.5%


	
60





	
9,283 @ 2% 


	
186





	
23,820 @ 4.5% 


	
1,072





	
USC on €45,115


	
1,318







Revision Solution IT.12: Barnaby Breen

Income tax computation










	
 


	
2021


	
2022


	



	
 


	
€


	
€


	



	
Schedule D  – Case I


	
– 


	
12,000


	



	
 	s382 loss forward


	
– 


	
(12,000)


	



	
 	– Case IV gross


	
1,000


	
1,500


	



	
 	– Case V


	
20,000


	
30,000


	



	
Less charges


	
(15,000)


	
(15,000)


	



	
Taxable income


	
6,000


	
16,500


	



	
As Barnaby is over 65, he has the following exemption thresholds:


	
	
	



	
Exemption limit


	
18,000


	
18,000


	



	
Therefore he is exempt from Income tax.


	
	
	



	
DIRT refundable


	
330


	
(Note 1) 495


	



	
Loss forward s382


	
37,000


	
25,000


	





Note 1: We assume DIRT deducted at 33% in 2021 and 33% in 2022. As he is more than 65 years old, Barnaby should apply to his bank to pay the interest gross.

Note 2: As Barnaby is over 66, he is not liable to pay PRSI.

Note 3: Barnaby will be liable to USC:










	
	
2021


	
	
2022





	
€


	
€


	
€


	
€





	
12,012 @ 0.5%


	
60


	
12,012 @ 0.5%


	
60





	
7,988 @ 2%


	
160


	
9,283 @ 2%


	
186





	
0 @ 4.5%


	
0


	
8,705 @ 4.5%


	
392





	
USC on  €20,000


	
220


	
USC on €30,000


	
638







Losses other than those arising from the carrying on of a trade or profession are not deductible before USC is charged. Nor can trading losses arising in a tax year reduce other non-trading income in that year. Where unused trading losses are carried forward, only that part of the losses that is actually used to reduce taxable income from the same trade in the tax year to which they have been carried forward is deductible.

Trade charges are not deductible for the purposes of USC or PRSI

Revision Solution IT.13: John, Paul and George

(a) Computation of adjusted profit (loss) year ended 31 December 2022











	
 


	
 


	
€


	
 €


	
 





	
Net loss per accounts


	
 


	
 


	
(20,000)


	
 





	
Add back:


	
 


	
 


	
 


	
 





	
  Depreciation


	
 


	
25,000


	
 


	
 





	
  Entertainment


	
 


	
 5,000


	
 30,000


	
 





	
Tax adjusted profit


	
 


	
	
 10,000


	
 

















	
 


	
John


	
Paul


	
George


	
Total





	
 


	
€


	
€


	
€


	
€





	
Interest on capital


	
4,900


	
2,800


	
2,800


	
10,500





	
Salary


	
40,000


	
27,000


	
27,000


	
94,000





	
	
44,900


	
29,800


	
29,800


	
104,500





	
Allocation loss


	
(47,250)


	
(23,625)


	
(23,625)


	
(94,500)





	
	
(2,350)


	
6,175


	
6,175


	



	
Reallocation*


	
 2,350


	
(1,175)


	
(1,175)


	
          





	
	
        –


	
  5,000


	
  5,000


	
10,000







No partner can have a loss if the partnership has a profit. The loss is reallocated in the same proportions as their adjusted profit.

Capital allowances computation








	
 


	
€





	
TWDV @ 1/1/2022


	
52,500





	
Wear and tear 2022


	
(8,750)





	
TWDV @ 31/12/2022


	
43,750














	
Split between partners:


	
€





	
  John


	
4,376





	
  Paul


	
2,187





	
  George


	
2,187







(b) Income tax computation 2022










	
 


	
John


	
Paul


	
George





	
 


	
€


	
€


	
€





	
 Schedule D  – Case I


	
 –  


	
5,000


	
5,000





	
 Less capital allowances


	
(4,376)


	
(2,187)


	
(2,187)





	
 	– Case IV net


	
1,517


	
858


	
 –  





	
	 DIRT


	
747


	
422


	
 –  





	
	 – Case V


	
 –  


	
26,000


	
 –  





	
 Schedule F      – Irish dividend net


	
5,625


	
 –  


	
 –  





	
 DWT@ 20%


	
1,875


	
 –  


	
 –  





	
 


	
5,388


	
30,093


	
2,813





	
 Tax thereon


	
	
	



	
     Tax @ 20%


	
625


	
5,763


	
563





	
     Tax on Case IV @ 33%


	
  747


	
  422


	
 –  





	
	
1,372


	
6,185


	
563





	
 Less non-refundable tax credits


	
	
	



	
     Personal


	
(1,700)


	
(1,700)


	
(1,700)





	
     Earned income


	
(0)


	
(563)


	
(563)





	
     DIRT


	
 (747)


	
 (422)


	
 –  





	
	
 –  


	
3,500


	
 –  





	
Add PRSI


	
500


	
30,093 @ 4% = 1,204


	
500





	
Add USC

€


	
Exempt


	
	
Exempt





	
12,012 @ 0.5%


	
	
60


	



	
9,283 @ 2%


	
	
186


	



	
7,518 @ 4.5% 


	
	
  338


	



	
28,813 Total USC


	
	
584


	



	
 Less refundable tax credits


	
	
	



	
     DWT


	
(1,875)


	
 –  


	
 –  





	
 Tax payable / (refundable)


	
(1,375)


	
 5,288


	
 500







PRSI is payable at 4% on reckonable income or emoluments of €5,000 or more subject to a minimum contribution of €500. Reckonable income is calculated before capital allowances are deducted.

Capital Gains Tax Revision Solution CGT.1: Alice Peters

The transfer of a business to a company is a disposal for Capital Gains Tax purposes. If the business is transferred as a going concern together with all the assets, or all the assets other than cash, in exchange for shares in the new company, creditors being taken over and a director’s loan account, then, partial roll over relief is available, i.e. the gain may be rolled over against the cost of the shares issued, but only to the extent of the fraction of the consideration satisfied by shares.









	
Chargeable Gains on disposal of the business





	
Warehouse


	
€


	
€





	
Market Value


	
 


	
500,000





	
Cost – June 1988


	
220,000


	
 





	
Indexation factor 88/89 – 2022


	
1.553


	
 





	
Indexed cost


	
 


	
341,660





	
Gain


	
	
158,340





	
Goodwill


	
 


	
 





	
Market value


	
 


	
330,000





	
Cost


	
 


	
        nil





	
Gain


	
	
330,000







Plant and Machinery

There is no capital loss relief in respect of the plant and machinery, as capital allowances will have been claimed on this expenditure.

Stocks and Debtors are not chargeable Assets.

Capital Gains Tax computation








	
 


	
€





	
Warehouse


	
158,340





	
Goodwill


	
330,000





	
Gain


	
488,340





	
Relief from CGT on incorporation (Note 1)


	
(437,278)





	
Taxable in 2022 


	
51,062





	
Less: Annual exemption


	
(1,270)





	
 


	
49,792





	
Capital Gains Tax @ 33%


	
16,431







Note 1:

Relief:

The amount of relief is restricted as follows:

[image: ]

Value of Total Consideration:









	
 


	
€





	
Warehouse


	
500,000





	
Plant and machinery


	
30,000





	
Goodwill


	
330,000





	
Stock


	
52,000





	
Debtors


	
 140,000





	
 


	
1,052,000





	
Consideration received: 


	
Loan


	
40,000





	
	
Creditors taken over


	
70,000





	
	
Shares


	
 942,000





	
 


	
1,052,000







[image: ]

(b) The base cost of shares in Shops Ltd. for a future disposal is:








	
 


	
€





	
Cost of shares


	
942,000





	
Less: Deferred gain


	
(437,278)





	
 


	
   504,722







Revision Solution CGT.2: Patricia









	
 


	
€


	
€





	
(1) Sales proceeds


	
 


	
190,000





	
  Less – legal costs


	
 


	
(1,500)





	
 


	
 


	
188,500





	
  Less:


	
 


	



	
  Cost (Note 1)


	
10,000


	
 





	
  Indexation Factor


	
7.528


	
(75,280)





	
  Enhancement Expenditure (Note 2)


	
8,000


	



	
  Indexation Factor


	
1.583


	
(12,664)





	
  Gain


	
 


	
100,556







Note 1: The cost of the property is its market value at 6 April 1974, as it is deemed to have been disposed of and immediately re-acquired at 6 April 1974. (Costs of acquisition are deemed to be included in Market Value)

Note 2: The painting, repairs and maintenance are not capital expenditure.

(2) Government securities are not chargeable assets for CGT purposes and no chargeable gain or loss arises on the disposal.









	
(3)	


	
€


	
€





	
  Sales proceeds


	
 


	
3,000





	
  Less:


	
 


	
 





	
  Cost (Note 3)


	
1,400


	
 





	
  Indexation Factor


	
1.503


	
(2,104)





	
  Gain


	
 


	
      896







Note 3: She acquired the painting at its market value at the date she inherited it from her uncle. His acquisition cost is irrelevant.








	
CGT liability @ 33% (ignoring the annual exemption)


	
€296





	
Marginal relief:


	



	
50% × (€3,000 – €2,540) =


	
€230







The actual CGT liability is higher than the liability calculated using marginal relief, and, therefore, marginal relief will be claimed.

(4) A jeep is a wasting chattel. Where a wasting chattel is used partly for a trade or profession and partly for other purposes, any gain arising on the disposal is apportioned and the “qualifying part” is chargeable to CGT while the “non-qualifying part” is treated as an exempt wasting chattel.

As agreed with the Inspector of Taxes, 25% relates to private use, and therefore, the capital allowances are effectively granted on 75% of €24,000 i.e. €18,000 (capital allowances granted on €24,000 for expenditure incurred post 31 December 2006 on motor vehicles). The balance of €21,000 (i.e. €39,000 – €18,000) is treated for CGT purposes as if it represents expenditure incurred on a separate asset. The gain attributable to that amount of expenditure qualifies for exemption from CGT.

The gain attributable to the expenditure incurred attracting capital allowances is not exempt from CGT.

The proceeds figure of €45,000 must be apportioned between the expenditure qualifying for capital allowances and the expenditure not qualifying for capital allowances.


[image: ]

The balance of €24,230 (i.e. €45,000 – €20,770) is the proportion of the sales proceeds relating to the disposal of the wasting chattel that qualifies for the CGT exemption.

The expenditure of €18,000 qualified for capital allowances. This is allowable for CGT purposes.









	
	
€


	
€





	
Sales Proceeds


	
 


	
20,770





	
Less:


	
 


	
 





	
Cost


	
 


	
(18,000)





	
Gain


	
 


	
    2,770





	
Capital Gains Tax Computation 2022


	
€


	
 





	
Rental property


	
100,556


	
 





	
Painting (marginal relief)


	
–


	



	
Jeep


	
2,770


	
 





	
Less Losses c/forward


	
(2,000)


	
 





	
Less Annual Exemption


	
(1,270)


	
 





	
	
 100,056


	
 





	
CGT Liability @ 33%


	
33,018


	
 





	
Plus CGT on painting


	
     230


	



	
Total CGT liability


	
33,248


	





Patricia is due to pay her CGT liability of €33,248 no later than 15 December 2022.

Patricia must include details of the disposals on her 2022 tax return which is due to be filed no later than 31 October 2023 (10 November 2023 ROS).

Revision Solution CGT.3: Michael and Sally

(1) Disposal of development land









	
 


	
€


	
€





	
  Proceeds


	
 


	
190,000





	
  Cost of acquisition 1981/82:


	
 


	
 





	
  €4,000 (c.u.v.) × 2.678


	
10,712


	
 





	
  Development value


	
36,000


	
(46,712)





	
  Gain


	
 


	
143,288







(2) Disposal of painting








	
 


	
€





	
  Deemed proceeds (as proceeds do not exceed €2,540)


	
2,540





	
  Market value at 6/4/74:


	
 





	
  €1,500 × 7.528


	
(11,292)





	
  Indexed loss


	
  (8,752)





	
  Restrict to monetary loss:


	
 





	
  Deemed proceeds (as proceeds do not exceed €2,540)


	
2,540





	
  Cost


	
  (6,000)





	
  Monetary loss


	
  (3,460)







(3) Disposal of building









	
 


	
 €


	
€





	
  Proceeds


	
	
430,000





	
  Less fees on disposal


	
	
(10,000)





	
  Market value at 6/4/74:


	
30,000


	



	
  Less grant


	
(5,000)


	



	
 


	
25,000 × 7.528


	
(188,200)





	
  Gain


	
	
   231,800







(4) Disposal of shares









	
  Holding 1:


	
	



	
  Date


	
No. of shares


	
Cost





	
	
	
€





	
  1/5/97 purchase


	
1,000


	
3,000





	
  1/4/01 rights


	
333


	
666





	
  1/1/05 bonus


	
    267


	
 –    





	
	
1,600


	
3,666





	
  Holding 2:


	
	



	
  Date


	
No. of shares


	
Cost





	
	
	
€





	
  31/7/99 purchase


	
500


	
2,000





	
  1/4/01 rights


	
167


	
333





	
  1/1/05 bonus


	
  133


	
  –    





	
	
800


	
2,333














	
	
€





	
  Proceeds


	
4,000





	
  Cost of 1,400 shares:


	



	
  €3,000 × 1.232 = €3,696 × 1,400/1,600 = €3,234


	



	
  €666 × 1.144 = €762 × 1,400/1,600 = €667


	
(3,901)





	
  Gain


	
       99







Capital gains tax computation for Michael and Sally for the tax year 2022:









	
	
Sally


	
Michael





	
	
€


	
€





	
  (1) Disposal of property


	
143,288


	
 –  





	
  (3) Disposal of building


	
 –  


	
231,800





	
  (4) Disposal of shares


	
 –  


	
99





	
  (2) Disposal of painting


	
     –     


	
 (3,460)





	
	
143,288


	
228,439





	
  Annual exemption


	
 (1,270)


	
 (1,270)





	
	
142,018


	
227,169





	
  Total taxable


	
	
369,187





	
  CGT @ 33%


	
	
 121,832







They must pay CGT by 15 December 2022 as all disposals were made prior to 30 November 2022

Revision Solution CGT.4: Joe and Anita

(a) Disposal of property








	
	
€





	
  Proceeds (Note 1)


	
410,000





	
  Cost of acquisition 1983/84:


	



	
  €17,000 (Note 2) × 2.003


	
(34,051)





	
  Gain


	
375,949







  Notes:

  1. Market value is imposed on disposals between connected persons.

  2. When Anita transferred the property to Joe, he is deemed to have acquired it at the same time as Anita, i.e., in October 1983 for €17,000.

(b) Disposal of painting








	
	
€





	
  Proceeds


	
20,000





	
  Market value at 6/4/74:


	



	
  €1,750 × 7.528


	
(13,174)





	
  Gain


	
6,826





	
  Monetary gain:


	



	
  Proceeds


	
20,000





	
  Cost


	
(16,000)





	
  Monetary gain


	
    4,000





	
  Chargeable gain


	
    4,000







(c) Disposal of antique furniture – exempt as sale proceeds do not exceed €2,540.

(d) Disposal of greyhound – exempt as it is a wasting chattel.

(e) Disposal of rental property.









	
	
€


	
€





	
  Proceeds


	
	
838,000





	
  Selling expenses


	
	
(18,000)





	
  Cost of acquisition 2000/01:


	
	



	
  €450,000 × 1.144


	
514,800


	



	
  Enhancement expenditure 2002


	
	



	
  €52,000 × 1.049


	
54,548


	
(569,348)





	
  Gain


	
	
   250,652







Capital Gains Tax Computation for Joe and Anita for the tax year 2022









	
	
Joe


	
Anita





	
	
€


	
€





	
(a) Disposal of property


	
375,949


	
–





	
(b) Disposal of painting


	
4,000


	
–





	
(c) Disposal of antique furniture


	
 –  


	
–





	
(d) Disposal of greyhound


	
 –  


	
–





	
(e) Disposal of house


	
250,652


	
    –





	
Total gains


	
630,601


	
–





	
Less loss forward


	
(1,900)


	
–





	
Annual exemption


	
(1,270)


	
    –





	
	
627,431


	
–





	
CGT @ 33%


	
207,052


	





Revision Solution CGT.5: Sarah









	
	
€


	
€





	
Sales Proceeds (Development Land)


	
900,000


	



	
Less: Incidental Costs of Disposal


	
(6,300)


	
893,700





	
Cost (Current use value)


	
40,000


	



	
Indexed @ 3.240


	
129,600


	



	
Enhancement Expenditure


	
65,000


	
(194,600)





	
(No Indexation as Development Land)


	
	



	
GAIN


	
	
699,100





	
Less Residence Relief (Note 1)


	
	
 (262,167)





	
	
	
436,933





	
Less Annual Exemption


	
	
     (1,270)





	
	
	
435,663





	
Capital Gains Tax @ 33%


	
	
    143,769





	
Note 1: Residence Relief


	
	



	
Sale Price as residence


	
700,000


	



	
Incidental Costs of Disposal (Apportioned)
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(4,900)


	
695,100





	
Residence Cost (CUV)


	
40,000


	



	
Indexed @ 3.240


	
129,600


	



	
Enhancement Expenditure


	
65,000


	
(194,600)





	
(No Indexation as Development Land)


	
	



	
GAIN


	
	
   500,500





	
Residence Relief (Note 2)
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    262,167





	
Note 2:


	
	
Years





	
Period of Ownership:


	
	



	
1 May 1980 – 1 May 2022


	
	
42





	
Period of Occupation:


	
	



	
1 May 1980 – 30 April 1986


	
Actual


	
6





	
1 May 1986 – 30 April 1990


	
Deemed


	
4





	
1 May 1992 – 30 April 2003


	
Actual


	
11





	
1 May 2021 – 30 April 2022


	
Deemed


	
   1





	
	
	
22







Revision Solution CGT.6: James








	
	
€





	
Proceeds


	
800,000





	
MV at April 1974


	



	
	€50,000 @ 7.528


	
(376,400)





	
Gain


	
 423,600 















	
	
CBA


	
CnBA





	
	
€


	
€





	
Buildings


	
290,000


	
100,000





	
Goodwill


	
110,000


	
0





	
Plant & machinery


	
60,000


	
           0





	
Totals


	
460,000


	
100,000





	
Total chargeable assets


	
560,000
















	
	
	
CBA


	
CnBA





	
	
	
€


	
€
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347,957 


	
75,643 







Full retirement relief applies to the gain of €347,957 as it relates to chargeable business assets and is less than €750,000, however, the gain of €75,643 is taxable immediately as it relates to chargeable non-business assets.

It should be noted that the annual exemption is not available in any tax-year in which retirement relief is claimed. Therefore, the capital gains tax is 33% of €75,643 = €24,962. The tax must be paid in full by 15th December 2022.

Corporation TaxRevision Solution CT.1: Industrial Limited

(a) Corporation tax computation

Period ended 31 March 2022









	
	
	
€





	
Case I	(Note 1)


	
	
2,129,891





	
Case III


	
(€525,000 + €465,000)


	
  990,000





	
Total Income


	
	
3,119,891





	
Charges	(Note 3)


	
	
      –





	
Total profits


	
	
3,119,891







Corporation Tax









	
	
	
€





	
€2,129,891 × 12.5%


	



	
266,236





	
	
	



	
€990,000 × 25%


	



	
247,500





	
Total Tax


	
	
513,736







Note 1:

Case I computation










	
	
€


	
	
€





	
Net profit per accounts


	
	
	
2,809,000





	
Add backs


	
	
	



	
Depreciation


	
150,000


	
	



	
Interest (Note 3)


	
300,000


	
	
450,000





	
Deductions


	
	
	



	
Other income


	
1,090,000


	
	



	
Capital allowances (Note 2)


	
39,109


	
	
(1,129,109)





	
Case I


	
	
	
    2,129,891







Note 2:

Capital allowances

Industrial building

(a) The cost of the land is not allowed.

(b) The heating system and fire alarm system are plant and machinery.

(c) The office will only be allowed if the expenditure incurred on the office is less than 10% of the total construction cost.










	
	
	
	
€





	
Levelling the land


	
	
	
19,200





	
Architect’s fee


	
	
	
24,000





	
Strengthened concrete f  loor to


	
	
	



	
support machinery


	
	
	
16,900





	
General offices


	
	
	
60,000





	
Factory


	
	
	
221,400





	
	
	
	
341,500





	
@ 10%


	
	
	
34,150





	
As the cost of the office exceeds 10%, it will not qualify.


	



	
Qualifying cost


	
€341,500 − €60,000


	
 = 


	
€281,500





	
Annual allowance
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 =


	
€8,445







Plant and machinery













	
	
Motor vehicles


	
Other


	
Additions





	
	
12.5% SL


	
12.5% SL


	
12.5% SL





	
	
€


	
€


	
€





	
TWDV-1/7/21


	
37,500


	
138,750


	
–





	
Additions (W1)


	
	
–


	
47,500





	
Disposal (W2)


	
(21,000)


	
   –


	
   –





	
	
16,500


	
138,750


	
47,500





	
Wear and tear (9/12)


	
Note 4 (2,438)


	
(17,344)


	
(4,453)





	
TWDV-31/03/22


	
14,062


	
121,406


	
43,047





	Balancing charge / allowance

	
	
	



	Sale proceeds
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	€14,571




	TWDV (W2)

	
	
	(€21,000)




	
Balancing allowance


	
	
	
    €6,429





	
Workings


	
	
	



	
1. Additions


	
	
	



	
	
	
	
€





	
Heating system


	
	
	
12,500





	
	
	
	



	
Fire alarm system


	
	
	
6,000





	
Computer


	
[image: ]


	
5,000





	
Car


	
	
	
24,000





	
	
	
	
47,500







The limit of €24,000 is applied as the cost of the car, although the actual cost was only €20,000, as the vehicle is Category B.

2. Motor vehicle – Disposal









	
	
	
12.5% SL





	
30/06/2021


	
	
€





	
Addition


	
	
24,100





	
Restricted – Category A


	
	
24,000





	
Wear and tear 2021


	
	
(3,000)





	
TWDV 01/07/2021


	
	
21,000





	
	
	



	
Summary of allowances


	
	
€





	
Industrial buildings


	
	
8,445





	
Motor vehicles


	
12.5% SL


	
2,438





	
Other plant and machinery


	
12.5% SL


	
17,344





	
Additions


	
12.5% SL


	
4,453





	
Balancing allowance


	
	
  6,429





	
	
	
39,109







Note 3:

Charges

The interest on the loan to buy shares in Retail Limited will not be allowed as a charge as Industrial Limited does not have a 5% holding in Retail Limited.

Note 4:

Motor vehicle wear & tear claim








	
	
€





	
Cost


	
50,000





	
Less disposal


	
(24,000)





	
	
26,000





	
Wear and tear 12 ½%


	
(3,250) × 75% = €2,438







(b) Preliminary tax of 45% of the current year or 50% of the previous year’s total tax liability is due on 23 December 2021 and a payment to equate to 90% of the total liability for the current year is due on 23 February 2022. The balance of the corporation tax is due on 23 December 2022, the return filing date. No information is available to ascertain whether the company can qualify as a small company for preliminary corporation tax purposes.

The consequence of non-compliance is interest of 0.0219% per day or part of a day

(c) The filing date for Industrial Limited’s CT1 is 23 December 2022. The consequences of non-compliance are two-fold:

1. Surcharge

Where a company’s return is not submitted before the filing date, the tax liability for the period is increased by a surcharge on the amount of the tax assessed. The surcharge is as follows:

(a)	5% of the amount of tax subject to a maximum of €12,695, where the return is submitted before the expiry of two months after the specified date, and

(b)	10% of the amount of tax subject to a maximum of €63,485 where the return is not submitted within two months after the specified date.

2. Restriction of allowances and reliefs

Where the delay in filing is less than two months, reliefs and allowances are restricted by 25% subject to a maximum in each case of €31,740.

Where the delay is two months or more, reliefs and allowances are restricted by 50%, subject to a maximum in each case of €158,715.

The following are some of the major reliefs and allowances restricted:

(i)	Set off of excess Case V capital allowances against total profits.

(ii)	Relief for ring-fenced trading losses against ring-fenced trading income.

(iii)	Relief for ring-fenced trading losses on a value basis.

(iv)	Group loss relief.

(v)	Consortium relief.

Trading losses carried forward under s396(1) TCA97 are not restricted.

Revision Solution CT.2: Smith & O’Shea Limited

Corporation Tax Computation for the year ended 31 December 2022











	
	
	
Workings


	
€


	
€





	
Profit before tax per Accounts


	
	
2,822,000





	
Addback:


	
	
	
	



	
Depreciation


	
	
	
104,000


	



	
Rental Expense


	
	
1


	
25,000


	



	
Client Accommodation during Product Launch


	
  25,000


	



	
	
	
	
	
154,000





	
Deduct:


	
	
	
	



	
Other Income


	
	
	
185,000


	



	
Capital Allowances


	
	
4


	
  12,250


	



	
	
	
	
	
 (197,250)





	
Case I Income


	
	
	
	
2,778,750





	
Case III Income


	
	
	
	
45,000





	
Case V Income


	
	
1


	
	
   115,000





	
Profits Liable to Tax


	
	
	
	
2,938,750





	
	
	
	
	



	
Case I Income


	
€2,778,750


	
× 12.5%


	
	
347,344





	
Case III


	
€45,000


	
× 25%


	
	
11,250





	
Case V


	
€115,000


	
× 25%


	
	
  28,750





	
Corporation Tax Payable


	
	
	
	
387,344







Workings

1. Rent








	
	
€





	
Gross rent received


	
140,000





	
less: Ground rent


	
(25,000)





	
Case V


	
115,000







2. Ex gratia payment

In a continuing business ex gratia payments to retiring employees are allowable.

3. Professional Fees

On the basis that the Directors main source of income is from the company the Inspector of Taxes will allow the tax return fees.

4. Capital Allowances








	
	
€





	
Cost – 2020


	
98,000





	
Tax written down value 1/1/22


	
73,500





	
Wear and Tear 2022 (12.5%)


	
(12,250)





	
Tax written down value 1/1/23


	
   61,250







Revision Solution CT.3: Star Trading Limited










	
(a)


	
	
	



	
Year ended – 31/3/19


	
€


	
€





	
Case I


	
	
315,000


	



	
s396A (Notes 1 & 2)


	
	
(236,250)


	
78,750





	
Case V


	
	
	
15,750





	
Total profits


	
	
	
94,500





	
Corporation tax:


	
	
	



	
Trading income


	
€78,750 @ 12.5%


	
	
9,844





	
Passive income


	
€15,750 @ 25%


	
	
 3,938





	
CT liability


	
	
	
13,782







Note 1:









	
s396A limited to 9/12ths of €315,000 (Note 2)


	
 = 


	
€236,250














	
Period ended – 31/12/19


	
€





	
Case I


	
  –





	
Case V


	
14,625





	
Total profits


	
14,625





	
Corporation tax:


	



	
Passive income €14,625 @ 25%


	
3,656





	
s396B (Note 2) €23,750 @ 12.5%


	
(2,969)





	
CT liability


	
   687







Note 2:









	
Utilisation of losses


	
Actual


	
Value @ 12.5%





	
	
€


	
€





	
Loss – period ended 31/12/19


	
(260,000)


	



	
s396A – year ended 31/3/19 (€315,000 × 9/12) (Note 1)


	
  236,250


	



	
	
(23,750)


	
(2,969)





	
s396B – period ended 31/12/19


	
    23,750


	
  2,969





	
	
  −   


	
 −  















	
Year ended – 31/12/20


	
€


	
€





	
Case I


	
498,000


	



	
s396A (Note 3)


	
(498,000)


	
–





	
Case V


	
	
15,750





	
Total profits


	
	
15,750





	
Corporation tax:


	
	



	
Passive income €15,750 @ 25%


	
	
3,938





	
s396B (Note 3) €31,500 @ 12.5%


	
	
(3,938)





	
CT liability


	
	
        –















	
Year ended – 31/12/21


	
€


	
€





	
Case I


	
	
–





	
Chargeable gain


	
63,000


	



	
Loss forward


	
(23,625)


	
39,375





	
Total profits


	
	
39,375





	
Corporation tax:


	
	



	
Chargeable gain €39,375 @ 12.5%


	
	
4,922





	
s396B (Note 3) €39,375 @ 12.5%


	
	
(4,922)





	
CT liability


	
	
            –







Note 3:









	
Utilisation of losses


	
Actual


	
Value @





	
	
	
12.5%





	
	
€


	
€





	
Loss – year ended 31/12/21


	
(950,000)


	



	
s396A – year ended 31/12/20


	
498,000


	



	
	
(452,000)


	
(56,500)





	
s396B – year ended 31/12/21


	
39,375


	
    4,922





	
	
(412,625)


	
(51,578)





	
s396B – year ended 31/12/20


	
31,500


	
    3,938





	
Losses forward under s396(1)


	
(381,125)


	
(47,640)







(b) The loss of €381,125 may be carried forward for relief against future trading income of the same trade of Star Trading Limited only. It may not be used against the trading income of any other company in the group as group relief is only available for current year losses.

Section 401 Taxes Consolidation Act 1997 contains anti-avoidance legislation aimed at preventing ‘loss buying’. These provisions apply where:

 (i) In any period of three years there is both a change in the ownership of a company and a major change in the nature and conduct of the trade carried on by the company; or

(ii) At any time after the scale of the activities in a trade carried on by a company has become small or negligible, and before any considerable revival of the trade, there is a change in ownership of the company.

Where these conditions apply, losses carried forward may not be used under section 396(1) against future trading income of the company. However, there is no suggestion in the question that either of the above two circumstances apply and, consequently, the loss relief will be available if and when Star Trading Limited makes a profit in its future trading activities.









	
(c) Star Trading Limited


	
	
€





	
Case I loss


	
	
175,450





	
Available for group relief [image: ]


	
	
(87,725)





	
Available for carry forward


	
	
  87,725





	
Total losses available for carry forward


	
	



	
€87,725 + €381,125


	
=


	
468,850







Only 6/12 of the loss can be grouped, as Star Trading Limited has only been a group member for six months of the accounting period.








	
Dowager Holdings Limited


	
€





	
Schedule D Case III


	
437,500





	
Less management expenses


	
(55,429)





	
	
382,071





	
Less charge – debenture interest (Note 1)


	
(24,500)





	
Total profits


	
357,571





	
Corporation tax:


	



	
Passive income €357,571 @ 25%


	
89,393





	
Less group relief (Note 2) s420B TCA97


	



	
Star Trading Limited


	



	
€21,475 @ 12 ½% =


	
(2,684)





	
CT liability


	
  86,709







Notes

1. Debenture interest

The debenture interest is allowed as it is a qualifying loan and the conditions (common director, funds received used for the trade and a material interest) are met.

2. Group relief








	
(i) For set-off under s420A


	
€





	
(a) Limited to lower of Star Trading Limited Case I Loss


	
87,725





	
and


	



	
Star Lock Ltd. Case I Income (€67,500 3 6/12)


	
33,750





	
Allow under s420A for Star Lock Ltd.


	
33,750





	
(b) Limited to lower of Star Trading Limited Case I Loss (€87,725 – €33,750)


	
53,975





	
and


	



	
and Ultra Marketing Ltd. Case I Income (€65,000 3 6/12)


	
32,500





	
Allow under s420A for Ultra Marketing Ltd.


	
32,500







(ii) For set-off under s420B








	
	
€





	
Unclaimed €87,725 – €33,750 – €32,500


	
21,475





	
	



	
Dowager Holdings Limited Profit €357,571 3 6/12


	
178,785





	
	



	
Allow under s420B Dowager Holdings Limited


	
  21,475





	
	



	
(A claim under s420B could be made by Star Lock Limited subject

to the limit of its profits post 1 July 2022)


	





3. The capital loss of €124,765 cannot be grouped. Dowager Holdings will carry this loss forward to reduce capital gains in future accounting periods.

Star Lock Limited








	
	
€





	
Case I


	
67,500





	
Less: s420A (Note 2)


	
(33,750)





	
	
33,750





	
Case III


	
15,500





	
Total profits


	
49,250





	
	



	
Corporation tax:


	



	
Trading income €33,750 @ 12.5%


	
4,219





	
Passive income €15,500 @ 25%


	
3,875





	
CT liability


	
8,094





	
The capital loss of €31,650 is carried forward to reduce gains in future accounting periods.





	
Ultra Marketing


	



	
Case I


	
65,000





	
Less: s420A


	
(32,500)





	
Total profits


	
  32,500





	
Corporation tax:


	



	
Trading income: €32,500 @ 12.5%


	
4,063





	
CT liability


	
4,063







(d) Capital losses cannot be grouped. However, Ultra Marketing could transfer the development land to Star Lock Ltd before the land is sold. This will not trigger a capital gain as it is an intra-group transfer. Star Lock Ltd could then sell the land and realise the gain. Star Lock could then use its development loss of €31,650 against the gain.

(e) The anticipated loss on disposal of shares in the public company by Dowager Holdings Limited may be set against chargeable gains realised by that company in the same accounting period or carried forward for set off against chargeable gains realised in future periods. It cannot be relieved against gains on development land or any other type of income. The loss cannot be surrendered to another company in the group. However, if it is anticipated that another company in the group might realise a gain on an asset (other than development land) the asset could be transferred to Dowager Ltd prior to the final sale. In that way, the gain would be realised by Dowager Ltd and relief could be claimed for the loss.

Revision Solution CT.4: Berlin Limited

Corporation tax computation

Year ended 31 December 2022








	
	
€





	
Case I (Note 1)


	
1,055,258





	
Less trade charges


	
(60,000)





	
Less group trade charges (Note 4)


	
(25,000)





	
Less consortium relief charges (Note 5)


	
(36,400)





	
	
933,858





	
Case III


	
5,000





	
Case V


	
17,000





	
Total income


	
955,858





	
Gain


	
 – 





	
Total profits


	
955,858







Corporation Tax

The patent royalty is a trade charge. Trade charges reduce trading income.










	
	
	
	
€





	
€933,858  @


	
12.5%


	
=


	
116,732





	
€22,000    @


	
25%


	
=


	
5,500





	
	
	
	
122,232







Note 1:









	
	
 €


	
€





	
Net profit per accounts


	
	
1,149,000





	
Addbacks


	
	



	
Depreciation


	
350,000


	



	
Bad debts provision


	
 10,000


	



	
Patent royalties


	
 70,000


	



	
Lease rental (Note 2)


	
 744


	



	
Legal fees


	
 3,000


	
433,744





	
	
	



	
Deductions


	
	



	
Other income


	
339,000


	



	
Capital allowances (Note 3)


	
188,486


	
(527,486)





	
	
	



	
Case I


	
	
1,055,258







Note 2:

Lease rental

[image: ]

Note 3:

Capital allowances

Industrial buildings

Cost (net of grant) @ 4% = €818,500 @ 4% = €32,740











	
	
 €


	
€


	
	
€





	
Plant and machinery


	
	
	
	



	
Opening cost


	
	
130,400 @ 12.5%


	
=


	
16,300





	
Additions


	
1,284,200


	
	
	



	
Less: grant


	
(192,630)


	
1,091,570 @ 12.5%


	
=


	
136,446





	
Motor vehicle


	
	
	
	



	
Additions


	
 25,400


	
	
	



	
Restricted to


	
 24,000


	
@ 12.5%


	
=


	
3,000





	
	
	
	
	
155,746





	
Industrial buildings allowance (see above)


	
	
32,740





	
	
	
	
	
188,486







Note 4:

Berlin is in a group relationship with Bonn Ltd. Bonn has excess trade charges of €25,000. These can be given to Berlin Limited under s420A TCA97.

Note 5:

As Berlin Limited and Munich Limited together own 100% of the share capital of Frankfurt Limited, they are members of a consortium and consortium loss relief is available for the trading losses of Frankfurt Limited. Relief is limited to Berlin’s percentage holding i.e., 70% of €52,000.

Note 6:

Dividends received from other Irish companies are not liable to corporation tax.









	
Income Tax


	
	



	
Patent royalties €60,000 @ 20%


	
=


	
€12,000














	
Capital Gains Tax


	
€





	
Sales proceeds (2022)


	
364,000





	
Less: legal fees on disposal


	
(3,000)





	
	
361,000

















	
	
€


	
	
	
€





	
Cost 98/99


	
93,000


	
	
	



	
Legal fees


	
   4,000


	
	
	



	
	
	
	
	



	
Current use value


	
15,000


	
	
	



	
Plus legal fees
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645


	
	
	



	
Total current use value


	
15,645


	
×


	
1.212


	
(18,962)





	
Development value


	
€93,000 – €15,000


	
	
	
(78,000)





	
Legal fees


	
€4,000 – €645


	
	
	
(3,355)





	
	
	
	
	
260,683





	
Tax at 33%


	
	
	
	
86,025





	
	
	
	
	



	
Surcharge


	
	
	
	
€





	
Step 1 – Calculate Net Income


	
	



	
Case I


	
	
	
	
1,055,258





	
Case III


	
	
	
	
5,000





	
Case V


	
	
	
	
17,000





	
	
	
	
	
1,077,258





	
Less trade charges


	
	
	
	
(60,000)





	
	
	
	
	
1,017,258





	
	
	
	
	



	
Step 2 – Estate and investment income


	
	



	
	
	
	
	
€





	
Net income per step 1
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20,775





	
Plus franked investment income


	
	
	
50,000





	
	
	
	
	
70,775





	
	
	



	
Step 3 – Distributable estate and investment income


	
	
€





	
Estate and investment income


	
	
	
70,775





	
Less: Corporation tax


	
	
	
	



	
€20,775 @ 25%


	
	
	
(5,194)





	
Gross distributable estate and investment income


	
	
65,581





	
Deduction for trading income @ 7.5%


	
	
	
(4,919)





	
	
	
	
	
60,662





	
Less: Distributions in the AP and dividends within 18 months of the AP


	
Nil





	
	
	
	
	
60,662





	
Surcharge @ 20%


	
	
	
	
12,132







Revision Solution CT.5: Gold Limited













	
Loss relief


	
	
	
	
	
	



	
	
12 months


	
6 months


	
12 months





	
	
1/7/20 – 30/06/21


	
1/7/21 – 31/12/21


	
1/1/22 – 31/12/22





	
	
€


	
	
€


	
	
€


	



	
Case I


	
100,000


	
	
50,000


	
	
–


	



	
s396A


	
(50,000)


	
Note 4


	
(50,000)


	
Note 3


	
–


	



	
	
50,000


	
	
–


	
	
–


	



	
	
	
	
	
	
	



	
Case III


	
25,000


	
	
15,000


	
	
20,000


	



	
	
	
	
	
	
	



	
Case V


	
10,000


	
	
–


	
	
15,000


	



	
s399


	
(5,000)


	
Note 1


	
	
	
(15,000)


	
Note 2





	
	
 


	
	
 


	
	
 


	



	
Total income


	
80,000


	
	
15,000


	
	
20,000


	



	
Chargeable gain


	
 – 


	
	
20,000


	
	
 – 


	



	
Total profits


	
80,000


	
	
35,000


	
	
20,000


	



	
Corporation tax:


	
	
	
	
	
	



	
Trading income @ 12.5%


	
6,250


	
	
–


	
	
–


	



	
Passive income @ 25%


	
7,500


	
	
3,750


	
	
5,000


	



	
Chargeable gain @ 12.5%


	
–


	
	
2,500


	
	
–


	



	
Section 243B


	
–


	
	
–


	
	
(1,250)


	
Note 5





	
Section 396B


	
–


	
	
(5,625)


	
Note 7


	
(3,750)


	
Note 6





	
CT Liability


	
13,750


	
	
625


	
	
 – 


	





Loss Memo









	
Loss 1:


	
	



	
	
	



	
	
€


	



	
Trading Loss y/e 31/12/22


	
175,000


	



	
	
	



	
s396A – 12 mths loss


	
	



	
against 6 months income of – 31/12/21


	
(50,000)


	
Note 3





	
	
	



	
s396A – 12 mths loss


	
	



	
against 6 months income of – 30/06/21


	
	



	
= €100,000/2 = €50,000


	
(50,000)


	
Note 4





	
Remaining unused s396A


	
75,000


	



	
	
	



	
s396B – 12 mths loss


	
	



	
against CT 31/12/22 – €3,750 / 12.5%


	
(30,000)


	
Note 6





	
	
	



	
s396B – 12 mths loss


	
	



	
against CT 31/12/21 – €5,625 / 12.5%


	
(45,000)


	
Note 7





	
	
 – 


	



	
	
	



	
Loss 2:


	
	



	
	
	



	
	
€


	



	
Unutilised Trade Charges y/e 31/12/22


	
10,000


	



	
	
	



	
s243B – 12 mths charges


	
	



	
against CT 31/12/22 – €1,250 / 12.5%


	
(10,000)


	
Note 5





	
	
 – 


	



	
	
	



	
Loss 3:


	
	



	
	
	



	
	
€


	



	
Case V Loss p/e 31/12/21


	
20,000


	



	
	
	



	
s399(1) – 6 mths loss


	
	



	
against Case V 30/06/21 – €10,000 / 2


	
(5,000)


	
Note 1





	
	
15,000


	



	
s399(2) – 6 mths loss – carry forward


	
	



	
against Case V 31/12/22 – €15,000


	
(15,000)


	
Note 2





	
	
 – 


	





Revision Solution CT.6: Brookwood Limited

Corporation tax computation for the year ended 31 December 2022









	
	
€


	
€





	
Trading income


	
	
220,000





	
	
	



	
Add back


	
	



	
s436 distribution (Note 1)


	
	
3,000





	
Interest (Note 3)


	
	
7,500





	
Case I


	
	
230,500





	
Case III


	
	
10,000





	
Case V


	
15,000


	



	
Less: s399 loss forward


	
(10,000)


	



	
Case V


	
	
5,000





	
Total income


	
	
245,500





	
Chargeable gain (Note 2)


	
	
116,160





	
Non-trade charges


	
	
(7,500)





	
Total profits


	
	
354,160















	
Corporation Tax Liability


	



	
Case I


	
€230,500 × 12.5%


	
28,813





	
Case III & V


	
 €15,000


	



	
less charges


	
 (€7,500)


	



	
	
 €7,500 × 25%


	
1,875





	
Gain


	
€116,160 × 12.5%


	
14,520





	
Total Corporation Tax Liability


	
45,208







45% of this liability or 50% of the previous year’s liability is due on 23 June 2022 and a further payment to equate to 90% of the current year’s liability is due by 23 November 2022, with the balance payable when the return is filed on 23 September 2023. If the liability for 2021 was under €200,000, the company can claim small company preliminary tax relief. It must pay the lower of 100% of last year’s final liability or 90% of this year’s liability by 23 November 2022 (see Appendix 1 of Chapter 28).

Close Company Surcharge

Step 1 – Calculate Income









	
	
€


	



	
Case I


	
230,500


	



	
Case III


	
10,000


	



	
Case V


	
15,000


	
(Ignore loss forward – s434(4)(c) TCA97)





	
Income


	
255,500


	





Step 2 – Calculate Estate and Investment Income








	
	
€





	
[image: ]


	
25,000





	

	












	
Add: Franked Investment Income


	
2,500





	
Income


	
27,500





	
Less: Relevant non-trade charges (against total profits)


	
(7,500)





	
	



	
Estate and Investment Income


	
20,000







Step 3 – Calculate Distributable Estate and Investment Income








	
	
€





	
Estate and Investment Income


	
20,000





	
Less: Corporation Tax (€25,000 – €7,500 × 25%)


	
(4,375)





	
Distributable Estate and Investment Income (first)


	
15,625





	
Less: Trading Company Deduction × 7.5%


	
(1,172)





	
	



	
Distributable Estate and Investment Income (final)


	
14,453







Step 4 – Calculate the Surcharge








	
	
€





	
Distributable Estate and Investment Income (final)


	
14,453





	
	



	
Less: Distributions for the period:


	



	
Paid interim dividend for y/e 31.12.22


	
(1,500)





	
Paid final dividend for y/e 31.12.22


	
(3,000)





	
s436 distributions y/e 31.12.22


	
(3,000)





	
Excess Liable to Surcharge


	
6,953





	
	



	
Surcharge × 20%


	
1,391







This surcharge is treated as part of the corporation tax liability for the accounting year ended 31/12/2023 and is therefore payable in line with the 2023 CT payment dates. The company has 18 months to declare and pay dividends to avoid the surcharge.

Minimum extra dividend required to avoid surcharge:








	
	
€





	
Undistributed Surchargeable Income


	
6,953





	
Less: exempt amount s440(1)(b)(i)(I)


	
(2,000)





	
	



	
Minimum extra dividend to avoid surcharge


	
4,953







Note 1:

Distributions of a Close Company

Under s436(3)(a) TCA97, the holiday payments for Judy’s two sisters are treated as distributions. The cost of Judy’s own holiday is not added back as she would be charged to BIK through the company payroll as an employee under s436(3)(b) TCA97.

Note 2:

Calculation of Chargeable Gain









	
	
	
€





	
Sales Proceeds (2022)


	
	
200,000





	
Disposal costs


	
	
(2,000)





	
	
	
198,000





	
Less:


	
	



	
Cost of purchase – 97/98


	
€125,000 × 1.232


	
(154,000)





	
Profit on disposal


	
	
44,000





	
	
	



	
Regross to CT rate –


	
€44,000 × 33% / 12.5%


	
116,160







Note 3:

Interest – s247 TCA97

This amount is added back to arrive at Case I taxable profits. It is allowed as a non-trade charge against profits (note that it is not value based, unlike relevant trading charges). It should be deducted against income taxed at the highest rate, as the legislation is silent on the matter.

Note 4:

Dividends received from other Irish companies are not liable to corporation tax.

Revision Solution CT.7: XY Limited

The company’s pay and file requirements are as follows:








	
23.06.22 Lower of €500,000 × 45% or €900,000 × 50%


	
€225,000





	
23.11.22 (€500,000 × €75,000) × 90% − €225,000


	
€292,500





	
31.01.23 (€500,000 × €75,000 × €40,000) × 90% − €225,000 − €292,500


	
€36,000





	
At this stage, XY Limited has now paid 90% (€553,500) of its overall liability.


	



	
23.09.23 Lodge CT1 corporation tax return and pay €615,000 × 10%


	
€61,500







At this stage, XY Limited has now paid its total corporation tax liability of €615,000 in four instalments. 

Revision Solution CT.8: Start-Up Ltd

Corporation tax computation for the year ended 31 December 2022








	
	
€





	
Case I


	
150,000





	
Trade Charges


	
(20,000)





	
Trade Income


	
130,000





	
Case III


	
15,000





	
Taxable profits


	
145,000





	
Corporation Tax


	



	
Case I: €130,000 × 12.5%


	
16,250





	
Case III: €15,000 × 25%


	
3,750





	
S 239 €20,000 × 20%


	
4,000





	
Tax Payable


	
24,000





	
Start-Up Relief (Note 1)


	
(16,250)





	
Corporation Tax Payable


	
7,750







Note 1:

Calculation of Relief:

Total Corporation Tax = €24,000 – €4,000 = €20,000. As total corporation tax is less than €40,000, relief is available.

Relevant Corporation Tax = €20,000 – €3,750 = €16,250.

As the company paid employer prsi in excess of the relief available the full claim is allowable.

The excess employer’s PRSI over corporation tax of €8,750 (€25,000 – €16,250) is carried forward for offset against corporation tax of the qualifying trade from the fourth year of trading.

Revision Solution CT.9: Silver Limited

Corporation Tax Computation for the year ended 31 December 2021









	
	
€


	
€





	
Case I


	
	
50,000





	
s396A(1)


	
	
(50,000)





	
	
	
 – 





	
Case III


	
	
10,000





	
Case V


	
8,000


	



	
Capital Allowances


	
(8,000)


	



	
Net Case V


	
	
 – 





	
s243 charges


	
	
(5,000)





	
Profit


	
	
5,000





	
	
	



	
Corporation Tax × 25%


	
	
1,250





	
s396B(3)


	
	
(1,250)





	
Tax payable


	
	
 – 







Corporation Tax Computation for the year ended 31 December 2022









	
	
€


	
€





	
Case I


	
	
–





	
Case III


	
	
10,000





	
Case V


	
11,000


	



	
Capital Allowances


	
(4,000)


	



	
s399 forward (Note 1)


	
(2,000)


	



	
Net Case V


	
	
5,000





	
s243 charges


	
	
(7,000)





	
Profit


	
	
8,000





	
	
	



	
Corporation Tax × 25%


	
2,000


	



	
s396B(2)


	
(2,000)


	



	
Tax payable


	
 – 


	





Loss Memo









	
	
	
€





	
Trade loss 31/12/22


	
	
120,000





	
s396A 31/12/21


	
(1)


	
(50,000)





	
s396B 31/12/22


	
(2)


	
(16,000)





	
(€2,000/12.50%)


	
	



	
s396B 31/12/21


	
(3)


	
(10,000)





	
(€1,250/12.50%)


	
	



	
s396B(5) deemed loss usage claim 31/12/21


	
	
(10,000)





	
s396B(5) deemed loss usage claim 31/12/22


	
	
(14,000)





	
s396(l) c/forward


	
	
20,000







Note 1: The company could choose to offset excess Case V capital allowances against total profits in 2021, however, the solution assumes that this option isn’t chosen and instead the excess Case V capital allowances are carried forward for offset against Case V income in 2022.

Note 2: As the company utilised both non-trade charges and a s396B relief claim in both years, the trade losses forward must be reduced by the corporation tax saved in using the non-trade charges. The non-trade charges of €5,000 and €7,000 in 2021 and 2022, respectively, saved tax of €1,250 and €1,750. Therefore, the losses forward have been reduced by €10,000 and €14,000 as these accounts would have been utilised if there were no non-trade charges.

Revision Solution CT.10: Asgard Ltd

For Capital Gains Tax group purposes, Asgard and Clanhugh are in a group. Dunluce can also join this group as Clanhugh owns 75% of it. Asgard owns 25.65% of Shantilla through Clanhugh/Dunluce (95% × 75% × 36%) and 50% directly, giving it 75.65%, therefore, it can also join the group.

For losses, Asgard and Clanhugh are in a group. Dunluce cannot join the group as Asgard only holds 71.25% of it through Clanhugh (95% × 75%). This is the main difference between capital gains and losses groups. Shantilla can join the Asgard and Clanhugh group through Asgard’s indirect and direct holding of 75.65% of its shares.

Revision Solution CT.11: Holiday Limited

Corporation tax implications for Holiday Limited:

Accounting period ended 31/12/2022: Income tax of €60,000 × 20/80, i.e. €15,000, is payable by the company with its corporation tax under s239 TCA97. No deduction is allowed in the company’s tax computation for the loan or the tax paid.

Accounting period ended 31/12/2024: The income tax paid is now irrecoverable and the write-off is not a tax-deductible expense in the adjusted Case I profit computation.

Income tax implications for Tadhg:

Year of assessment 2022: Tadhg is charged to income tax on the notional benefit in kind on an interest-free loan, currently at 13.5%.

Year of assessment 2024: the loan write-off is treated as Schedule D Case IV income in the amount of €60,000 × 100/80, i.e. €75,000. Credit is given for the €15,000 tax suffered by the company. The maximum tax payable by Tadhg is the difference between the top rate of tax and the 20% that has already been deducted. It is important to bear in mind that if Tadhg has insufficient income tax payable to fully utilise this credit, the balance is not repayable.

Capital Acquisitions TaxRevision Solution CAT.1: Territoriality, Group Threshold, Aggregation, Limited Interest

(a)	A gift or inheritance of non-Irish property (taken on or after 1 December 1999) is a taxable gift or inheritance if either the disponer or the donee are resident or ordinarily resident in Ireland at the date of the gift or inheritance.

A gift or inheritance of Irish property will always be subject to CAT (subject to thresholds and exemptions/reliefs) regardless of the residence status of the recipient.

(b)	As Niall has worked substantially on a full-time basis for his uncle for a period in excess of five years ending on the date of the inheritance, Niall qualifies as a “favourite nephew” and therefore qualifies for the Group A threshold of €335,000.









	
(c)


	
	



	
	
Aggregate A


	
€





	
	
Market value


	
450,000





	
	
Inheritance from mother


	
100,000





	
	
	
550,000





	
	
Group threshold €335,000 @ Nil


	
Nil





	
	
Balance €215,000 @ 33%


	
70,950





	
	
CAT on Aggregate A


	
70,950





	
	
Aggregate B


	



	
	
Prior benefit


	
100,000





	
	
Group threshold €335,000 @ Nil


	
Nil





	
	
As this is less than the group threshold of €335,000, CAT does not arise


	
 





	
	
CAT on Aggregate B


	
 Nil





	
	
CAT on Aggregate A


	
70,950





	
	
CAT on Aggregate B


	
(Nil)





	
	
CAT liability


	
70,950







The Previous gift of €40,000 received from his father in January 1991 is not aggregated as it was received pre-5 December 1991.









	
(d)


	
	



	
	
	
€





	
	
Value of benefit


	
200,000





	
	
Discount factor


	
.9432





	
	
Taxable value


	
188,640







As the taxable value is less than the Group A threshold of €335,000, no CAT Liability arises.

Revision Solution CAT.2: Agricultural Relief










	
(a)


	
	
	



	
	
	
Agricultural


	
Non-agricultural





	
	
	
€


	
€





	
	
Farm


	
800,000


	



	
	
House (€600,000 – €450,000)*


	
	
150,000





	
	
Shares in ABC Plc**


	
	
290,000





	
	
Cash in bank


	
	
10,000





	
	
	
800,000


	
450,000





	
	
€800,000/€1,250,000 3 100/1 5 64%


	
	





As the value of Patrick’s agricultural assets at the date of the gift are not greater than 80% of the value of his total assets, Patrick does not qualify as a “farmer” for agricultural relief purposes.

*From 8 February 2012, debt on non-farm dwellings will only be deductible where that debt was incurred in the purchase, improvement or repair of the dwelling. 

**No deduction is allowed for the outstanding loan on the ABC Plc shares.









	
(b)


	
	



	
	
	
€





	
	
Market Value


	
600,000





	
	
Agricultural Relief


	
(540,000)





	
	
Agricultural Value


	
60,000





	
	
Less Expenses (€15,000 × 10%)


	
(1,500)





	
	
Incumbrance-free value


	
58,500





	
	
Less consideration (€120,000 × 10%)


	
(12,000)





	
	
Taxable Value


	
46,500







Revision Solution CAT.3: Business Property Relief

(a)	Business property relief will not apply in this instance as the shares inherited were quoted both at the time of the inheritance and at the original date of acquisition.









	
(b)


	
	



	
	
	
€





	
	
Value of benefit


	
1,600,000





	
	
Group threshold €335,000 @ Nil


	
Nil





	
	
Balance: €1,265,000 @ 33%


	
417,450





	
	
CAT liability


	
417,450







Business property relief does not apply in this instance as Denis had not owned the shares for the requisite two-year period prior to his death.
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