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We are delighted to present the March 2019 edition of our quarterly tax newsletter.
Our newsletter is designed to keep you up to date with tax trends and issues that may
impact your business and personal financial affairs.
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Revenue Update:
Revenue issues
RCT Reminders
Revenue recently stated that it will issue
reminder letters to approximately 200 principal
contractors outlining their obligation to
correctly operate Relevant Contracts Tax (RCT).
Revenue also confirmed that where a taxpayer
has outstanding VAT Return of Trading Details,
a higher RCT deduction rate might apply.
Revenue undertakes a Bulk Rate Review (BRR)
of all subcontractors every April. Revenue have
outlined that the BRR and Manual Rate Review
will now take a taxpayer’s outstanding VAT
Return of Trading Details into account when
determining a rate.
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The operation of VAT and Customs Post-Brexit

Tax Hints & Tip: Deeds of Covenant
Tax relief is available for adult children who make regular payments under a Deed of Covenant
to adults (e.g. a parent) who are either
• Aged 65 years or over, or
• Permanently mentally, or physically incapacitated
Unrestricted tax relief can be claimed by children on covenants in favour of
permanently incapacitated adults
Limited tax relief can be claimed on covenants in favour of adults aged over 65 such that the relief is
restricted to 5% of the covenantor’s total income (being gross income less certain deductions such as
expenses, capital allowaces etc).
A Deed of Covenant is a legally binding written agreement made by an individual to pay an agreed
amount to another individual, without receiving any benefit in return. The covenant must be payable for a
period that exceeds, or may exceed, 6 years.
The covenanted income is no longer treated as income of the covenantee but rather is income of the
adult. The payment must be made net of standard rate tax (currently 20%) and the tax is paid over to
Revenue. If the person receiving the payment is not liable to tax, they will receive a refund of the tax paid
on their behalf.

New VAT Compensation
Scheme for Charities
On 21st December last, the VAT Compensation Scheme for Charities, as announced in Budget 2018
commenced. Charities can now reclaim a proportion of their VAT costs based on the level of
public-funding they receive.
The Scheme is designed to compensate charities for the VAT they incur in the day to day running of charities
in recognition of the work undertaken by the charities sector. It operates to compensate charities for a
proportion of the VAT they pay on goods or services bought using non-statutory or non-public funds.
Under the VAT rules, most charities are exempt from VAT, the possible exception being charities that carry
on trading activities as part of their non-profit remit. This means that most charities and not-for-profit
organisations do not charge VAT on their services and cannot recover VAT incurred on goods and services
that they purchase.
The Scheme took effect from 1 January 2018 and will be paid one year in arrears i.e. in 2019 charities will be
able to reclaim some element of the VAT costs arising in 2018. VAT paid prior to 1 January 2018 cannot be
reclaimed.
The terms of the VAT Compensation Scheme include:
•

Charities must be registered with the Charities Regulatory Authority (CRA) and the Revenue and hold a
charitable tax exemption (CHY)

•

A claim must be based on the level of privately-secured income raised by the charity. For example, where
the charity’s gross income for 2018 involves 30% funding from the State/ EU/international organisations
and 70% from privately sourced income, they can claim 70% of the VAT they paid during the year on
goods or services that were used by the charity for charitable purposes;

•

Charities can submit one claim per year which should relate to VAT paid in the previous year only

•

Claims can be submitted between 1 January and 30 June each year. For example, VAT paid on
expenditure in 2018 can be claimed between 1 January ad 30 June 2019

•

The Scheme is limited to a capped fund of €5million available to the Scheme in 2019 to finance payments
under the Scheme. This fund will remain in place for the three years.

•

Where the total amount of claims in a year exceeds the capped amount, charities will be paid on a pro
rata basis, i.e. if the total value of claims in 2019 is €10 million, each charity will receive 50% of their claim

•

For administrative purposes, claims valued below €500 will not qualify

It is expected that approved VAT repayments will issue in November in the year of the claim.

Considerations for Charities
In order for a charity to determine whether the Scheme would be beneficial to them, consideration should
be given to the following:
1. Does VAT on purchases form a significant source of unrecoverable expenditure?
2. Are you substantially publically or privately funded, or a mix of both?
If both, what is the approximate proportion?
Based on the answer to these two questions, it may be beneficial for the charity to capture VAT on purchases
from January 2018. Given that only a portion of input VAT may be reclaimable it is likely that charities will
need to put in place a parallel methodology of recording which may add complexities to the organisation’s
accounting system.

Finance Act 2018 –
Key Changes to EIIS
The Employment and Investment Incentive Scheme (EIIS) provides marginal rate income tax relief for
investment by individuals in a qualifying company for the purposes of using those funds for a qualifying
trade and the creation and maintenance of employment.
In recent years, a number of issues have arisen in relation to the operation of the relief and measures to
address some of these issues were announced in Budget 2019 last October, as follows:
• The application process is now a largely self-certification model to address the delays in the current
process
• Advance rulings may be obtained from Revenue to ensure that the companies meet the EU State Aid
requirements
• A new investor eligibility regime was introduced for investment in very small enterprises
• The relief was extended to the end of 2021
It is hoped that the new provisions will simplify and expedite the process for claiming EIIS by enabling
companies to self-certify certain aspects of the scheme rather than wait for certificates to issue from
Revenue, before an investor can claim the relief. The amendments also make it clearer the circumstances
in which a company involved in R&D before it commences to trade will qualify for EIIS and the timing of
investors claiming their relief.
Where it is found that a company has incorrectly self-certified, any clawback of the relief would apply at the
company, rather than the investor level.
Following the Finance Act 2018 changes, investors now also self-certify. Where it subsequently transpires
that an investor incorrectly self-certified then any resultant tax liability will be recouped from the individual
investor and not the company.

Start-Up Capital Incentive Scheme
Finance Act 2017 introduced changes to EIIS which precluded investment by relatives of the business
founders from obtaining tax relief under the scheme. This change created a significant issue with small
companies raising early stage funding.
A new Start-Up Capital Incentive Scheme has been enacted for early-stage
investors whereby investment by relatives in micro companies / small
start up enterprises by certain connected persons is permitted. A
lifetime limit of €500,000 is applied to such companies under
this provision.
Overall the Finance Bill 2018 measures are sensible
changes and are expected to simplify matters
in many cases. This year’s Finance Act
addressed the main shortcomings
identified with the EIIS scheme but
other practical issues remain. The
government has stated that other
issues will be addressed in future
years, to ensure that the relief is
focused on the businesses that
need it most.

PAYE Modernisation –
Practical Insights
The new arrangements for realtime PAYE
reporting came into operation on 1 January 2019.
We have detailed below the practical steps
in relation to the payroll return and payment
obligations of employers to ensure compliance with
the new system.

Statement of Account and Monthly
Statements
Statement of Account is a new facility on ROS that
provides employers with an overview of each of
their employer tax registration. It shows declared
liabilities, payments made and the balance due for
payment.
Within the Statement of Account, the submissions
made in a month are summarised into a monthly
statement which contains the totals of the valid
payroll submissions made for the period.
A monthly statement will be available on ROS by
the 5th of each month and it will be based on
the payroll submissions made that have a pay
date in the previous month. Statements will be
made available monthly on ROS for all employers
irrespective of their payment frequency.
Each month, the employer should review the
statements and if the employer is not satisfied with
the statement then the employer must make the
necessary corrections or payroll submissions to
correct the statement.
If changes are made before the 14th of the month,
Revenue will create a revised statement following
each submission.
Employers with multiple Employer Registrations will
receive a statement for each Registration number
and they can select on ROS which Employer
Registration they would like to view.

Payroll Errors
Errors detected by Revenue’s validation process can
be viewed using the “View Payroll” facility on ROS.
The most common errors that can arise are:
• Inclusion of duplicate information for an
employee
• Inclusion of an incorrect pay date
• Invalid employment ID
Employers should review the statements carefully. If
duplicate information is received from an employer,
the declared liability could be overstated.
If part of the payroll submission failed the validation
process, for example, because of incorrect employee
line items, this data will not be included in the
statement and the declared liability could be
understated.

Returns
If the employer is satisfied with the statement,
the employer should accept the statement. By
accepting the statement the employer is making a
statutory return for the period that the statement
refers to.
If the employer does not accept the statement by
close of business on the 14th day of the month,
the statement will be treated as a
deemed statutory return for that employer.
Corrections made after the Return has been
submitted (or deemed on the 14th of the month)
will result in an amended return and may attract
interest and penalties.

Compliance levels
with the new system
In January, Revenue received payroll information
for over 2.4 million employees, representing
90% of all employees currently registered with
Revenue. Approximately 65,000 employers did
not make any payroll submissions to Revenue
and a “nil” statement issued to these employers.
Revenue have acknowledged that in many cases a
“nil” statement will be correct, for example, many
employments are seasonal in nature. However,
Revenue is writing to these employers to ensure
that they understand their reporting obligations
and to advise them to check their monthly
statement.

Payments
Once the statement is accepted, or deemed, as
the Return, the total liabilities become due and
payment must be made by the payment due date.
Payment due dates have not changed and
employers must pay on or before their payment
due date in line with their remitting period, usually
by the 23rd of the month.
Quarterly and Annual remitters must make payroll
submissions on or before paying employees,
review the monthly statements and either accept
or make any required corrections by the 14th of
each month. However, their payment dates have
not changed, so Quarterly and Annual remitters
must pay their payroll taxes 14 days after the end
of each quarter / year (23 days for ROS users who
pay and file online).

The
Operation
of VAT and
Customs
Post-Brexit
If the UK withdraws from the EU on 29th
March next without agreeing to a
formal Withdrawal Agreement then its
status under EU Law would change
to that of a third country as it will be
outside of the Single Market and the
Customs Union without any trade or
cooperation agreements in place with
the EU. In this scenario, there would
be no transition period for businesses to
prepare for changes to trading norms with
the UK. At present, whether the UK will leave the
EU with a formal agreement on 29th March next is
unpredictable. However, businesses should make
preparations to ensure that that they are aware of
the potential issues they may face as a result of
Brexit, particularly if a so-called “hard Brexit” does
come to pass.

VAT on Exports to the UK post-Brexit
In the event of a hard Brexit, supplies from Irish
businesses to UK businesses will be treated as
follows for VAT purposes:
• The supply will no longer be treated as an intraEU dispatch of goods with VAT accounted for
under the reverse-charge accounting procedure.
• The supply will remain zero-rated for VAT in
Ireland as it constitutes an export of goods
• The Irish supplier will no longer be required to
complete Intrastat and VIES declarations in
respect of the supply
• The Irish business will have to initiate changes to
its systems to enable application of the
appropriate Customs declaration procedures
• Customs duty tariffs and import VAT will apply
for the UK business customer (Please note that
the UK government has confirmed that it will
introduce postponed accounting for import VAT
as a measure to alleviate cash flow issues for
UK businesses suddenly placed in an
importer position)

VAT on Imports into Ireland
from the UK post -Brexit
When the UK withdraws from the EU and becomes
a third country, the VAT treatment of goods sold
between businesses in Ireland and the UK post
withdrawal date will be directly affected. Under
current VAT rules, businesses in Ireland are required
to pay VAT at the point of import rather than at the
time of filing their bi-monthly VAT returns when
they import goods from countries outside the EU.
To ease this cashflow burden on Irish businesses
the government have agreed to introduce a
measure allowing Irish businesses importing
from the UK post-Brexit to postpone the VAT
payment until making their returns. This will allow
businesses to postpone these VAT payments for up
to 6-8 weeks. Further, if the business is entitled to
reclaim the import VAT the timing of VAT payment
and reclaim will be aligned.

EORI – Economic Operator
Registration and
Identification Number
An EORI number is required to lodge electronic
customs declarations as will be required for trade
with the UK post-Brexit in the event of no formal
Withdrawal Agreement being put in place.
The basic purpose of the EORI is to establish a
system whereby every trader who interacts with
customs authorities in any Member State of the
EU is allocated a unique reference number. This
reference number will be valid throughout the EU
and is used for the trader’s interaction with the
customs authorities of any Member State. All Irish
businesses who trade with the UK should ensure
that they have an EORI to ensure they can export
to the UK post-Brexit.

Tariff Classification
Businesses trading with the UK post-Brexit will
need to accurately determine the tariff classification
of their imports and exports as this determines
the applicable duty rate. Given the multitude and
complexity of commodities within the modern
world, it is often worth obtaining an official
confirmation from Revenue of the appropriate
classification code.
Binding Tariff Information (BTI) is a system that
provides exporters with tariff classification decisions
from the Irish Revenue which are legally binding
throughout the EU for a period of 3 years from
the date of issue. The benefits of BTI for traders are:
• Legal certainty regarding tariff
classification decisions
• The rules of classification are applied
uniformly throughout the EU
• A BTI may be invalidated due, for example,
to a change in EU legislation. If
approved, traders may be allowed a
period of grace to complete any
binding contracts entered into on the basis
of that BTI Revenue will advise traders if
any classification changes occur that affect
their BTI

Authorised Economic
Operator (AEO) Status
It may be worthwhile for Irish export businesses
to apply for AEO status to reduce some of the
administrative burden of exporting to the UK postBrexit. AEO is an accreditation by the customs
authorities that the business is a “trusted trader” and
that their supply chain is secure. It is an internationally
recognised quality mark that allows a trader to be
recognised worldwide as a safe, secure and compliant
trader in an international trade. It also indicates that a
trader’s customs controls and procedures are efficient
and compliant.
Any trader established in the EU who is part of an
international supply chain and is involved in customs
activities can apply to their country’s customs
authority for AEO status. The conditions for AEO status
apply to all businesses regardless of size.
The AEO status granted by one Member State is
recognised by the customs authorities in all Member
States. AEO accreditation provides many benefits to
businesses such as:
• Easier admittance to customs simplifications
• Fewer physical and document-based controls
• Prior notification in case of selection for
customs control
• Priority treatment if selected for control
• Possibility to request a specific place for
customs controls
Indirect benefits of AEO accreditation for
business can include:
• Recognition as a secure and safe
business partner,
• Improved relations with customs
and other government authorities,
• Reduced theft and losses,
• Fewer delayed shipments
• Improved planning
• Lower inspection costs of suppliers and
increased co-operation
• Comfort for senior management of the
business that appropriate internal controls
are in place
In order to apply for AEO status, businesses must show
satisfy Revenue that their internal processes are robust
and that they have adequate control over the storage
and security of goods movements.
It should be noted that the AEO benefits do
not completely eliminate the requirement for
customs applications, customs controls or customs
formalities. For example, being an AEO does not itself
automatically grant an exporter automatic access to
“customs simplifications”. However, it does mean that
when an AEO applies for a customs simplification,
or customs reliefs the criteria pertaining to that
simplification will not be reassessed.

Contact us
If any of the topics covered affect your business or your personal finances,
please contact us we will be delighted to discuss issues that are relevant to you.
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Disclaimer
The information provided in this document should only be used as a guide and does not constitute formal professional advice. No
action or inaction should be taken on the basis of this document unless this has been the subject of independent professional advice. All
information and taxation rules are subject to change without notice. No liability whatsoever is accepted for any action taken in reliance
on the information in this article.
We would recommend that professional advice is sought on a case by case basis. Please note that we are not legal advisers, therefore
independent legal advice should be sought.

