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Chapter 1 Tax basics   

 
IN A NUTSHELL 
The simplest way to avoid tax is to live off your capital or borrowings, and if you must pay tax, pay 
capital gains tax (33%) rather than income tax (40%), PRSI (4% for self-employed) and universal 
social charge (up to 10%). 

Contents 
The Irish tax system, 6 
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The Irish tax system 
The Irish government imposes a wide range of taxes to pay for its day-to-day expenditure. 

1.01 Income tax rates  
The tax year 2016 runs from 1 January 2016 until 31 December 2016. The following rates 
and rate bands apply for 2016:  
Exempt. Income below:  
€18,000 (individual aged 65 or over), 
€36,000 (married couple, one of whom is aged 65 or over). 
This exemption limit increases by €575 for your first child, €575 for your second child, 
and €830 for each subsequent child. 

20% (standard rate). This applies to earnings of up to: 
€33,800 (individual), 
€37,800 (one-parent family), and  
€42,800 (married couple) – in the case of a dual income couple, this €42,800 band may 
be increased by the lower income, or €24,800, whichever is lower.  

The standard rate also applies to income earned by an unincorporated body (a club or 
society), a trustee or personal representative. 
40% (higher rate). This applies to on income you earn in excess of the standard rate band. 

1.02 PRSI rates 
Employees: You are liable to PRSI as follows:  

Exempt: Earnings of up to €352 per week (€18,304 per annum).  
4%: Above €352 per week all earnings.  

Self-employed: you are liable at 4% on all earnings. You must make a minimum 
contribution of €500 per year. 
Employers:  

8.5%: Earnings of up to €376 per week (€18,512 per annum). For 2011 to 2013 
inclusive this was 4.75%. 
10.75%: Earnings above €376 per week. 

1.03 Universal social charge (USC) 
Whether employed or self-employed, you are liable to universal social charge as follows: 

Exempt: Income below €12,012.  
1%: The first €12,012 of earnings. 
3%: The next €6,656 of earnings.  
5.5%: The next €51,376 of earnings.  
8%: Remainder. The rate is 11% in respect of non-employment income in excess of 
€100,000 (reduced to 8% if the earner is aged 70 or over). 
A 5% USC charge applies to income sheltered by area-based property incentives 
(accelerated capital allowances and ‘‘section 23’’ reliefs). 
The 3% rate applies if the earner is: 

(a) aged 70 or over, or 
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(b) a medical card holder aged under 70, 
with income less than €60,000. 

1.04 Capital gains tax rates 
You are liable at 33% on the gain you realise when you sell or dispose of an asset (for 
example, a house or shares). You are allowed indexation relief (to remove the element of a 
gain attributable to inflation), but only up to 2003.  
You may be liable at 40% in certain rare cases, involving disposal of an interest in an 
offshore fund located in a country outside the EU and the EEA, with which Ireland does 
not have a tax treaty. 
The first €1,270 of gains in a tax year are exempt.  

1.05 Corporation tax 
Trading income is taxed at 12.5%. Foreign dividends derived from trading income are 
also taxed at 12.5% (previously 25%). 
In the case of a company that commences trade and is not taking over any other trade, up 
to €40,000 of corporation tax can be relieved for each of the first three years of trading, 
but the relief is linked to the amount of employer’s PRSI paid, subject to a maximum of 
€5,000 per employee. The relief does not apply to trades carried on by associated 
companies.  
Non-trading income (for example, interest, income from foreign property, miscellaneous 
income and rental income) is taxed at 25% (the higher rate).  
A company that does not distribute its investment and estate income within 18 months of 
the end of its accounting period, is liable to a 20% surcharge on half of the amount not 
distributed. 
A service company that does not distribute its income within 18 months of the end of your 
accounting period is liable to a 15% surcharge on half of the undistributed service income. 
This means the effective surcharge is 7.5%. 
Company chargeable gains are taxed at 33%. 

1.06 VAT rates 
VAT applies to almost all goods and services provided within Ireland. The rate depends 
on the goods or services in question:   

0% (zero rate), 
4.8% (agricultural rate), 
13.5% (low rate), but 9% for certain services, 
23% (standard rate).  

In general, you are not accountable for VAT if you engage in the following activities: 
financial services, vocational education, professional medical and dental services, dental 
technician services, hospital or nursing home care, non-profit childcare, welfare type 
services, admission to live theatre, concert and circus shows, travel agents, insurance 
agents, insurance, passenger transport, betting, lotteries, admission to sports events, 
funeral undertaking.  
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TIPS 
1. A termination payment, not being “earnings”, is not liable to PRSI. The taxable part of a termination 
payment is subject to USC at up to 11%. 
2. Your employer gets a tax deduction for the termination payment, but may not if the trade is ceasing, 
as the payment is not, in those circumstances, wholly and exclusively for the purposes of the trade. 
3. A termination payment, or part of such a payment, may be made in non-cash form, for example, a 
car. You may prefer this, as PAYE will not be deducted from the “payment”.  
4. Timing. It may be better to delay payment until after the end of the tax year when you will have lower 
income - you will have a full year’s tax credits against the tax on the payment, and this may be useful if 
you are out of work. 
5. If your employer is a non-Irish employer, and you are no longer an employee and are non-resident 
at the time the termination payment is made to you to a non-Irish bank account, it may escape tax 
altogether – as you are non-resident and the payment is coming from a non-Irish source. 
6. A special contribution by your employer to your pension fund (after you have left the employment) 
may not be taxable – if it is within the limits and rules of the scheme. 
7. If you are non-resident, your termination payment is taxable by reference to the length of your Irish 
service. 
8. If your employment is foreign, i.e., the earnings of it are taxed under Schedule D Case III, you are 
still entitled to termination payment relief.  
9. If you are to receive a termination payment, consider claiming seed capital relief. This can give you 
a tax deduction of up to €600,000, spread over six tax years (6 x €100,000), leading to a tax 
repayment in the order of €240,000 (€600,000 x 40%). For further details, see Seed Capital below. 
10. If you are at or near retirement age (60 in most cases), your employer might opt to make a special 
contribution to your pension fund. It may be possible for the employer to pay a termination payment 
equal to the maximum relievable amount and a special contribution equal to the maximum relievable 
amount, instead of one large termination payment.  
11. “Top-slicing relief” is abolished from 1 January 2014. 
TRAPS 
1. A payment in lieu of notice (PILON) made in accordance with your employment contract is taxable. 
Therefore it is wise not to include a PILON clause when negotiating your contract. Instead, specify an 
amount that will be paid as liquidated damages to you as compensation for breach of contract.  
2. For similar reasons, avoid including a restrictive covenant in a termination package. The termination 
payment could be construed as being payment for restrictive covenant, and therefore taxable. 
3. A company that has been taken over should be careful when making a payment to get rid of the 
“old” directors of the company. If the price paid for the company was reduced on the basis that the new 
owners would pay off the old directors, the “termination payments” to the old directors may not be 
exempt. They may be treated as part of the sale price. 
4. A termination payment may constitute a distribution if you are a shareholder. Revenue may consider 
the situation sympathetically if the company is continuing, and the sum is reasonable having regard to 
the length of service.  
5. Your employer should deduct PAYE from the termination payment. If he does not, he could be liable 
to penalties and interest. It could prove very costly if the payment is grossed up as emoluments. 
6. A damages payment (court award) made to you on account of injury is not emoluments and should 
not be liable to income tax. Care needs to be taken if the payment coincides with your departure to 
ensure that the payment cannot be construed as being made in connection with the termination of your 
employment. If it is treated as a termination payment, only the basic exemption (as increased, where 
appropriate) is exempt. 
7. Share option gains and shares given under an approved profit sharing scheme should be included 
in your emoluments for the purposes of the SCSB calculation. 
 

Retraining costs 
If you are made redundant, the first €5,000 of retraining costs which are part of your 
redundancy package are exempt. To qualify, you must have at least two years’ service in a 
full-time employment. You must complete the course within six months of the date on 
which your employment was terminated. 
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Loan repayments on €24,000 at 7% APR (monthly, interest and capital): €475; annual: 
€5,700. 
Annual cash running cost including financing: €9,290 (€3,590 + €5,700). 
Travel allowance: 
(6,437 x 0.4625) + (8,563 x 0.2362) = 2,977 + 2,022 = €4,999. 
The travel allowance is not enough to fund the financing of the car (€5,700), let alone the 
running cost (€3,590). 
You will end up paying the excess yourself, from your other after tax income: €4,291. 
In other words, you have to earn almost double this (€8,500) to fund the car’s running 
costs even with a travel allowance. 
 
Subject to BIK = 30% = €7,200. Tax = €2,952 (40%); PRSI = €288 (4%); USC = €288 
(4%). Total: €3,528. 
Would you rather pay €3,528 p.a. in tax (approx. €300 per month) and not have to worry 
about financing or running costs OR pay €4,291 (approx. €360 per month) with the hassle 
of having to fund the car from travel and keep careful travel records etc.? 
 

TIP 
It might make sense to use your own car if it is more than five years old and paid for, and you can use 
it to extract funds from the company. 
 

2.26 Allowance for the previously long-term unemployed (Revenue job 
assist) 
If you were long-term unemployed before taking up your employment, you may claim an 
additional deduction as follows: 
 

Year Allowance Increase for each qualifying child 
First Year €3,180 €1,270 

Second Year €2,540 €850 
Third Year €1,270 €425 

 

A qualifying child is a child who is aged under 18, is in full-time third level education or 
training, or is permanently incapacitated.  
The employment must be for at least 30 hours per week, and must be capable of lasting at 
least one year. It does not include: 

(a) employment in place of a person who was unfairly dismissed, 
(b) employment with an employer who made any of his employees redundant in the 
previous six months, or  
(c) employment for which more than 75% of the pay is commission. 

2.27 Seafarer allowance 
If you are employed on a sea-going ship which travels to a foreign port (this can include 
an offshore platform), you may claim a deduction of €6,350 against your income from the 
employment. You must be absent from the Republic of Ireland for at least 169 days of the 
full tax year because you are at sea. 
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Had the sale proceeds been, say, €700, your balancing charge would be €75, i.e., 
the amount still unallowed (€625) less the sale moneys (€700). 

2.31 Professional income 
A profession is an occupation that requires purely intellectual skill or manual skill that is 
controlled (as in painting, sculpture or surgery) by the intellectual skill of the operator. 
The term includes a vocation or calling.  
If you are an artist (i.e., a creative painter, creative writer, sculptor or musical composer), 
your income may be partly exempt if your work meets the following conditions: 

(a) It is original and creative, i.e., it has been brought into existence by your 
imagination. The following are not regarded as original and creative: 

(i) Textbooks and academic aids for use by students, managers or professionals.  
(ii) Articles in newspapers, magazines, or books. A book consisting of a series of 
articles connected by a common theme, and which can exist in its own right, may 
qualify. 
(iii) A play written for advertising purposes which does not exist independently in 
its own right. 
(iv) A musical composition written for advertising purposes which does not exist 
independently in its own right. Arrangements of works by another composer do not 
generally qualify unless the composer is actively involved in musical composition. 
(v) Photographs of drawings that would not exist independently in their own right 
by reason of quality or by reference to their potential for inclusion in an art 
exhibition. 
(vi) Objects that are primarily functional in nature, objects produced by processes 
other than by hand. 

(b) It has cultural or artistic merit, i.e., enhances the aesthetic apprehension of those 
who experience or contemplate it. 

EXAMPLE 

You are a crime novelist.  
In 2015, your income from novels was €750,000. This was your only income. 
The maximum relief available to you is the higher of €80,000 and 20% x 
€750,000 = €150,000. 
 

 

TIPS 
1. Regarded as profession: accountant, actress, architect, artiste’s agent, auctioneer/estate agent, 
barrister, independent insurance agent, journalist, local manager for department of social welfare who 
was required to provide his/her own premises and staff, optician (oculist) but not trade of selling 
spectacles (ophthalmic optician), property valuer, quantity surveyor, school headmaster.  
Regarded as vocation: author (dramatist), bookmaker, jockey, newspaper racing tipster, professional 
singer, share fisherman. 
2. Not regarded as profession: dance/band leader, film producer, insurance broker, livestock 
auctioneer, photographer, public relations company, stockbroker. Not regarded as vocation: 
Professional gambler. 
3. There is no professional equivalent to an adventure in the nature of trade. Profits from a one-off 
professional engagement are taxed as miscellaneous income. Therefore, if you are a professional 
individual, you can convert income to gains by selling (or undertaking not to sell) the rights to your 
future professional income (i.e., your profit-making apparatus, your intellectual property rights) to a 
company for a capital sum. 
4. If you write pop or rock lyrics, or popular fiction (thrillers, romance and horror novels), you can claim 
artistic exemption. 
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2. The transfer of assets abroad legislation might not apply if the transaction is carried out for bona fide 
commercial reasons, for example, where it is more appropriate to have a property professional “close 
to the property” to manage it. Furthermore, that legislation only applies to individuals – a transfer by an 
Irish company would not be caught by the legislation. 
TRAP 
A Case III loss from foreign property may no longer be offset against other Case III income (e.g. 
foreign dividend income).  
 

2.36 Rental income 

Computation of income 
Rental income is taxed under Schedule D Case V. 
A landlord is liable to income tax on the aggregate of the surpluses and deficiencies from 
all of his properties. The surplus (or deficiency) for each property is calculated by 
deducting from the gross rent receivable: 

(a) Rent payable in respect of the property. This would apply if you were subletting. 
(b) Rates.  
(c) Expenses that you are obliged to incur under the letting agreement.  
(d) Non-capital maintenance, repairs, insurance and management expenses.  
(e) Interest on money borrowed to acquire, improve or repair the property. This relief 
has been restricted in the case of residential property to 75% of the full interest for 
2009 and later tax years. There is no restriction for commercial property. From 1 
January 2016, 100% relief is allowed for certain lettings to social welfare tenants. 
(f) The cost of constructing, converting or refurbishing a residential property 
(qualifying premises) in a renewal incentive area. This type of tax relief has come to 
be known as “section 23 relief”, as it was first introduced (for construction 
expenditure) by section 23 of the Finance Act 1981. 

EXAMPLE 

The surpluses and deficiencies on your three properties are computed as follows: 
1. Residential house: €500 (surplus) 
2. Residential apartment: €79,400 (deficiency due to construction cost – it is a 
“section 23” property) 
3. Offices: €6,300 (surplus) 
As the overall deficiency is €72,600 (i.e., €79,400 - €6,300 - €500), you pay no 
income tax on your rental income.  
You may carry forward this deficiency against future rental income. 
 

 

TIP 
Accountancy fees can count as part of management expenses. 
TRAPS 
1. You do not get a deduction for expenditure incurred outside the letting period. Once you have let the 
property for the first time, you get a deduction for expenditure incurred in the interval between letting 
periods. 
2. The following deductions are not allowed: compensation paid to a tenant for disturbance and rents 
misappropriated by an agent. 
3. If you sell a property on which a ‘‘section 23’’ deduction was claimed, or the property no longer 
qualifies (for example, because it is put to non-residential use) within 10 years of the date of first 
letting, the deductions already given are withdrawn retrospectively. For this reason, many landlords 
tend to hold onto such properties until 10 years have expired from the date of first letting.  
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TIPS 
1. For a fuller discussion of the meaning of “trade”, see 2.29. 
2. Trading income and professional income of a company are taxed at 12.5%. Foreign dividends paid 
from trading profits are also taxed at 12.5% (see 5.22). 
3. Accounting profits can be manipulated to produce a lower profit (by delaying sales until the next 
period), and by bringing forward expenditure  from the next period into the current period, for example 
by accelerating payment to directors and staff, or making special pension fund contributions.  
4. Yearly interest is deductible when computing your company’s income from a trade. Annual interest 
is deductible as a charge from total profits (see 5.33).  
5. You can claim a deduction for a salary paid to your spouse who works in the business. You can 
avoid PRSI by paying him/her a salary below the PRSI exemption threshold (€352 per week) or by 
paying him/her dividends instead of salary.  
6. You can give your teenage child a summer job in the family company. If he/she is aged under 16, no 
PRSI will arise. If he/she is aged 16 or over but paid below the PRSI threshold, tax should be kept to a 
minimum. If he/she is a full-time employee, he/she should qualify for the PRSI allowance. 
7. If PRSI is double-deducted, you do not get the employer’s PRSI exemption for employees taken off 
the live register (3.08). 
 

5.16 Investment income 
Distributions a company receives from another Irish resident company are ignored in 
computing the recipient’s income.  
In calculating its total profits for an accounting period, an Irish resident investment 
company may deduct management expenses, but it is not allowed deduct management 
expenses which are deductible in computing rental income. In other words, there is no 
double deduction for such expenses.  
If an investment company has income from a source not chargeable to Irish corporation 
tax, the management expenses available for deduction must be reduced by the total 
amount of such income. However, distributions received from resident companies do not 
reduce the management expenses deduction. 
 

TIPS 
1. The following count as management expenses: statutory redundancy payments, employer 
contributions to an approved pension scheme, and capital allowances for machinery or plant used for 
the purpose of managing the investment business. 
2. It has been long standing Revenue practice to allow as management expenses director’s 
remuneration which does not exceed 10% of the company’s gross income (including distributions from 
Irish resident companies). Therefore, where the investment company includes rental income to which 
the 15% limit (see 5.25) would be applicable, the 15% limit is applied to the rental income only, and the 
10% limit is applied to the company’s other income. 
3. If an investment company’s management expenses exceed the profits from which they are 
deductible, it can carry forward the excess for set off against such profits of subsequent accounting 
periods. 
4. If a trading company has substantial investments in foreign companies, it may be advantageous to 
place the investments in a separate investment company. This allows the company to pay a deductible 
management expenses salary of up to 10% of the gross income to company directors. 
 

5.17 Gifts to approved bodies 
From 1 January 2013, the donor no longer gets tax relief in respect of donations to 
approved bodies. Instead, the approved body gets relief, at blended rate of 31%. 

5.18 Expenditure on research and development 
A company is a qualified company if it is a trading company or a 51% subsidiary of a 
trading company, which carries out a “pure” research and development (R & D) activity 
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but there will be no corresponding purchases VAT deduction, thus creating a net VAT 
liability for you.  

6.19 Sales VAT 
This is the figure which is entered in the VAT return. 

6.20 Purchases of goods and services 
When computing your VAT liability, you are entitled to deduct: 

(a) purchases VAT that has been charged to you in the VAT period on proper VAT 
invoices, and  
(b) VAT paid by you to Customs on goods imported from outside the EU. 

You are not allowed to deduct: 
(a) VAT on food, drink, accommodation, or personal services provided to you, your 
agents or employees, or which is comprised in advertising expenditure incurred by 
you, 
(b) VAT on entertainment expenses incurred by you, your agents or employees, 
(c) VAT on the purchase, hire, Intra-Community Acquisition, or importation of a 
passenger motor vehicle, 
(d) VAT on the purchase, Intra-Community Acquisition, or importation of petrol. 

 

TIPS 
1. A passenger motor vehicle includes a car, sports car, station wagon, estate car, motor cycle, 
scooter, moped. It does not include a bus or minibus which is designed to carry 16 or more 
passengers, or a vehicle designed and built to carry invalids. 
2. The non-deductibility of VAT on accommodation covers stays in hotels, guest-houses, etc. 
Accommodation includes expenditure on a building and the fitting out of a building. Although 
accommodation is generally non-deductible, Revenue allow an airline to deduct VAT on the cost of 
accommodating passengers in hotels, etc. due to flight conditions. 
3. You can deduct VAT on personal services such a dry-cleaning of employees’ work clothes if you 
have a valid VAT invoice. 
4. You can deduct repair and maintenance expenses for passenger motor vehicles if you have a valid 
VAT invoice. 
5. You can deduct VAT on diesel and LPG if you have a proper VAT invoice. In effect, this makes such 
fuel cheaper for VAT-registered persons. 
TRAP 
Where you are an accountable person who carries on both a taxable and an exempt activity, the 
purchases VAT on items used for both activities may be restricted to ensure that you only get the 
purchases VAT which is properly attributable to the taxable activity. Revenue can adjust this deductible 
proportion if it does not correctly reflect the extent to which the dual-use inputs are used for your 
taxable activity. 
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Chapter 7 Capital acquisitions tax 

 
IN A NUTSHELL 
1. You can’t take your property with you when you die. Your successors will pay 33% inheritance tax 
on the value of what they receive from you in excess of the applicable exemption threshold: €280,000 
for a child, €30,150 for a relative, and €15,075 for a cousin or stranger. 
2. Unlike the UK, you can’t avoid inheritance tax simply by making pre-death gifts to your successors. 
3. A gift or inheritance of a dwelling is exempt if the recipient has lived in it for three years ending on 
the date of the gift or inheritance.  
4. Agricultural property and business property generally qualify for 90% reduction in value for tax 
purposes. 

Contents 
Capital acquisitions tax, 176 
Persons liable to CAT, 177 
Computing CAT liability, 177 
CAT planning, 192 
Case study: Giving it all away, 193 
Case study: Giving it all away II, 193 
Case study: Tax-free gift, 194 
Case study: Domicile and CAT, 194 
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TRAPS 
1. If both the rent and the non-rent consideration for a lease cannot be ascertained (for example, if 
they are linked to future profits), stamp duty is payable on the amount obtainable from a purchaser 
paying full consideration for such a lease. 
2. If the sum paid as consideration for a lease is inadequate by reference to the benefit conferred on 
the transferee, the consideration is taken as the minimum rent otherwise obtainable.  
 

8.10 Relief 

Subsales 
If, prior to taking a conveyance of property, a purchaser sells on to a sub-purchaser, the 
stamp duty is charged on one conveyance instead of two separate conveyances. It is 
charged on the consideration moving from the sub-purchaser – not on the consideration 
moving from the purchaser. 

EXAMPLE 

A agrees to sell a house to B for €200,000.  
Before taking a conveyance, B contracts to sell the house to C for €220,000.  
At B’s direction, the house is conveyed directly from A to C.  
C pays stamp duty on €220,000, i.e., on the consideration moving from him. 
 

8.11 Payment 
Stamp duty is enforced by requiring the appropriate accountable person to ensure that the 
document is stamped. In the case of a conveyance or transfer, the accountable person is the 
purchaser or transferee. In the case of a lease, it is the lessee. In the case of a mortgage, it 
is the mortgagee. 

8.12 Late filing penalty 
If a deed is unstamped or insufficiently stamped the purchaser must pay, in addition to the 
duty, a fixed penalty of €30 and interest on the unpaid duty 0.0219% for each day the duty 
remains unpaid.  
The purchaser is also liable to the following penalties: 

(a) 10% of the unpaid duty if the instrument is stamped within six months of its 
execution, 
(b) 20% of the unpaid duty if the instrument is stamped between six and 12 months of 
its execution, 
(c) 30% of the unpaid duty if the instrument is stamped more than 12 months after its 
execution. 

EXAMPLE  

A and B purchased a house and executed the deed of transfer on 1 April 2014. 
Duty due (i.e. €6,000) he’s not paid until 24 August 2014.  
The penalties are: 
                                        € 
 
Fixed penalty,             20  
120 days interest,      158  (i.e. 0.0219% per day for 120 days) 
Additional penalty   600  (i.e. 10% of the unpaid duty) 
Total penalties due   778   
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Chapter 9 Farmers 

 
IN A NUTSHELL 
1. Farmers have several generous tax reliefs that are unique to farming.  
2. From an income tax point of view, you have an exemption for income from letting farm land, stock 
relief, a system which allows tax to be paid on the average profits over a three year period, and capital 
allowances for farm buildings improvements. The “rent-a-room” relief (2.38) of €10,000 per year, may 
help to exempt “bed and breakfast” income earned in the summer months. 
3. As a farmer, you do not need to register for VAT unless you elect, and even if you remain 
unregistered, you can get a flat-rate addition of 5.2% by way of increase when selling your farm 
produce.  
4. In the area of CAT, you have the generous agricultural relief which reduces the value of farm 
property for tax purposes by 90%.  
5. The transfer of your farm to a young trained farmer is exempt from stamp duty. 

Contents 
Tax planning for farmers, 206 
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2. A disposal of farmland qualifies for “retirement relief” on the basis that it is a chargeable business 
asset, assuming the other conditions are met (see 4.11). 
TRAPS 
1. A disposal of development land only qualifies for indexation relief in respect of the “current use” (i.e., 
the “farming”) value of the land. 
2. Development land losses can be set against “ordinary” losses but not vice versa. 
 

Milk quota  
A milk quota is treated as attaching to the underlying land, and the disposal of a milk 
quota is treated as a part-disposal.  

9.07 Farm transfer issues 
When transferring a farm, the transferor will want to maximise relief from CGT.  
To qualify for retirement relief (see 4.11), the transferor must be aged 55 or more and 
must have held the assets for 10 years or more. A disposal to a child completely escapes 
CGT, but is potentially subject to gift tax and stamp duty. A disposal of up to €750,000 
outside the family also escapes CGT, but again is potentially subject to gift tax and stamp 
duty. 
The relief on transfer of a business to a company defers the gain by reducing the base cost 
of the company shares. The main disadvantage of this relief is that all farming assets must 
be transferred into the company, and this will give rise to stamp duty on the transfer of the 
land. 
 

TRAP 
From 1 January 2014, if the transferor is are aged 66 or over, the most value he can pass to children is 
€3,000,000, and the limit on tax-free disposals outside the family is €500,000 (not €750,000). 
 

VAT  

9.08 General issues 

Registration for VAT 
A farmer is not obliged to register for VAT, but may elect to do so. If his turnover from 
racehorse training services exceeds, or is likely to exceed, €37,500 in a continuous 12 
month period, he need only register in respect of such services. He may also be required to 
register in respect of Intra-EU Acquisitions, but such registration does not, unless the 
farmer elects, requires him to be taxable in respect of farming activities. 
In general, if turnover derives mainly from sales of live cattle, deer, goats, horses, pigs, or 
sheep, the farmer must charge 4.8% on sales, and will be charged 4.8% on purchases. 
Unless he has substantial other purchases VAT (for example, on building work), he will 
have a net VAT liability every two months.  
On the other hand, in the case of tillage farmer, sales are zero-rated, as are purchases of 
seed etc., and such a farmer will generally be in a VAT repayment position when other 
purchases on which VAT is deductible (for example diesel) are taken into account. 
However, if a tillage farmer also engages in agricultural contracting (which is charged at 
13.5%), he may be in a net VAT payment position. 
 

TIP 
A farmer can reclaim VAT on farm vehicles, such as vans and pick-up trucks, but not passenger motor 
vehicles, and in particular, windowed four-wheel drive vehicles such as Land Cruisers and Nissan 
Patrols. VAT on petrol is not deductible. VAT on diesel is.  
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The Charities Act 2009, in section 3(11), defines “purpose that is a benefit to the 
community” as including: 

(a) the advancement of community welfare including the relief of those in need by 
reason of youth, age, ill-health, or disability, 
(b) the advancement of community development, including rural or urban 
regeneration, 
(c) the promotion of civic responsibility or voluntary work, 
(d) the promotion of health, including the prevention or relief of sickness, disease or 
human suffering, 
(e) the advancement of conflict resolution or reconciliation, 
(f) the promotion of religious or racial harmony and harmonious community relations, 
(g) the protection of the natural environment, 
(h) the advancement of environmental sustainability, 
(i) the advancement of the efficient and effective use of the property of charitable 
organisations, 
(j) the prevention or relief of suffering of animals, 
(k) the advancement of the arts, culture, heritage or sciences, and 
(l) the integration of those who are disadvantaged, and the promotion of their full 
participation, in society. 

Acquiring charitable exemption 

10.03 Governing instrument 
Revenue remains responsible for determining whether a charity is exempt from tax 
(Charities Act 2009 section 7). There is no application form. Two copies of the 
organisation’s governing instrument, which may be a deed of trust, a memorandum and 
articles of association, or a constitution, must accompany an application. It must be signed 
by the organisation’s officer. 
The organisation’s governing instrument should set out: 

(a) The organisation’s full name. 
(b) The organisation’s objects. Its main object(s) must be charitable. The instrument 
should clearly and unequivocally state the organisation’s raison d’etre (for example, 
divine worship). It should specify that other objects (if any, and which must be legal) 
are subsidiary to, and exclusively in furtherance of, the main objects (for example, to 
acquire a church building). All objects must be legal. 
(c) The organisation’s powers. Powers that are not connected with, or exclusively in 
furtherance of, the main object(s) should not be included. 
(d) Details of the organisation’s activities, and the geographical area in which it 
operates. 
(e) The organisation’s rules. These must cover: membership, executive committees, 
meetings (AGMs), and any other rules required for the proper conduct of the 
organisation. 

The governing instrument must also contain standard clauses covering: 
(a) Non-distribution of income, assets or profits to its members. 
(b) Keeping of annual audited accounts and making those available to the Revenue 
Commissioners on request. 
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Chapter 12 The inspector calls 

 
IN A NUTSHELL 
1. Keep proper records of purchases, sales, cheque payments, and moneys received. 
2. Cash payments are difficult to verify and may lead to suspicion if margins are below “acceptable” 
levels. 
3. Tax evasion is not worth the stress and hassle of a Revenue audit, prosecution and possible 
imprisonment. 

Contents 
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Revenue powers, 227 
Revenue audit, 230 
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