
Finance Bill 2011
The Finance Bill was published last Friday evening, with Committee Stage amendments going through yesterday.  It contains the provisions first announced in the Budget on 7 December 2010, including the reduction in tax bands and the introduction of the Universal Social Charge (USC).  In addition to these, the following are the top 10 most important provisions as they apply to business people:

1.  Abolition of property tax reliefs 
The proposed abolition has been kicked to touch.  The Finance Bill provides that an impact assessment is to be undertaken in relation to the effects of the proposed changes.  It therefore remains to be seen what this impact assessment will show.

Importantly however, because of yesterday's changes, the abolition can still apply for the 2011 tax year, if the impact assessment rules in favour of the abolition.

2.  Tax relief on interest
Up to now, individuals could get tax relief on interest paid, where the loan was invested in certain trading companies (either through share capital or loans).  This has been restricted, as follows:

· for loans taken out after 7 December 2010, the individual will receive no tax relief

· for loans in place on 7 December 2010, the tax relief will be phased out over a 4 year period

3.  Pensions
There have been many restrictions put in place.  If you would like any independent pensions advice, you can contact Eoin O'Neill of PSC Wealth Plus at the number below.

4.  BES revamp
The promised revamp of the BES scheme is much closer.  Detailed provisions are included in the Finance Bill however they will not come into effect until after EU approval is received.  Among the most exciting provisions are:

· most companies will now be able to qualify

· exceptions include land dealing, financial services, hotel and nursing home management and some professional services

· finance of up to €10m can be raised, including €2.5m in any year

· the holding period has been reduced from 5 to 3 years

On the negative side, the income tax relief may be restricted.  Initially, only income tax relief at 30% will be available.  There are employment / R&D targets to be met during the 3 year holding period and, if those targets are met, the balance of the 41% tax relief (ie, a further 11%) will be allowed.

5.  Corporation Tax exemption for start-ups
The good news is that this has been extended to start-ups in 2011.  However, the Corporation Tax exemption, which applies for each of the first 3 years, will be restricted to the amount of Employer's PRSI payable by the new company.  The maximum exemption will be €5,000 per employee, up to a limit of €40,000 p.a.

6.  Sundry income tax points:
· Professional subscriptions - the income tax exemption for payment of subs to employees is now abolished.  Therefore, if you pay subs for employees from 2011, you will have to operate PAYE/PRSI and pay employer's PRSI

· Similarly, if you provide childcare facilities for staff, you will have to operate PAYE/PRSI and pay employer's PRSI

· Some element of tax relief for third-level registration fees (now to be called a Student Contribution Charge) has been introduced.  However, only the excess over €2,000 p.a. will qualify.  Therefore, relief will only be available where you are paying third-level registration fees for more than 1 child.  Tax relief for third-level tuition fees still remain.

7.  Income tax relief for "energy efficient" work on homes
This relief will be available on expenditure of up to €15,000 for married couples, or €10,000 for single persons (net of grants).  The SEAI will administer the Scheme.  Relief will be available at 20% and will be repaid in the following tax year.  Contractors will have to have the relevant tax clearances.  No guidance has been given as yet on exactly what expenditure will qualify.

8.  Share incentives to employees
Admittedly, this is a niche area.  However, for those affected, it will greatly increase the cost of providing share incentives to staff.  The main provisions include:

· PRSI and USC now apply to all forms of share incentives schemes provided from 1 January 2011

· This includes Employer's PRSI

· This also includes awards/options which may have been granted pre-2011 but which are actually received/exercised in 2011 and following years

· Approved share option schemes were abolished with effect from November 2010

· Payroll changes will have to be made quickly to deal with these changes

9.  RCT (Subcontractors tax) changes
These changes will come into effect once a Ministerial Order is signed.  The amendments include:

· a replacement of the existing C2 certificate system

· a new three-tier withholding tax rate system, with rates of 0%, 20% and 35%

· the 0% rate will apply to subcontractors who, broadly speaking, would have met the old requirements for a C2 certificate

· the 20% rate will apply to remaining subcontractors who are, broadly speaking, tax compliant

· the 35% rate will apply to other subcontractors

· Revenue must be notified in advance of any payment to a subcontractor

· Revenue will then advise what withholding tax rate to apply

· there will be a big emphasis on electronic reporting

10.  Tax-free termination payments
There is now a lifetime limit of €200,000 on the amount of tax-free termination/redundancy payments that can be paid by an employer.

Please call either Francis Moriarty or Carmel O'Brien on 066-7126333 if you would like any clarifications or if you would like to discuss any item.
