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Welcome to our monthly tax newsletter designed to keep you informed. 

We hope you enjoy reading the newsletter remember, we are here to help you so please contact us if you need 
further information on any of the topics covered or indeed to discuss issues that might concern you. In this 
issue we have tried to cover topics that are relevant. Unfortunately usually most of these have to do with 
Banks, extra taxes and dealing with the revenue. Keep the faith it can only get better!!!

2012 INCOME TAX 
RETURNS:

I now it may seem that the 2011 tax 
returns that were filed last October have 
just passed but another tax deadline 
is approaching. The 2012 income tax 
returns must be filed by the 31st of 
October 2013 and extending to the 17th 
of November if you pay and file online. 
We are in the process of writing/emailing 
everyone to whom that deadline 
applies. It is our intention to try and 
ease the worry around this deadline 
to let you know of your liabilities as 
early as possible so that you can plan 
accordingly. This can be done by putting 
money aside or reviewing some of the 
tax planning options available to you to 
ease any potential liabilities. 

1ST OF JULY 2013 CHANGES FOR THE BETTER??

With the 2013 budget a thing of the past, parts of it are still 
only being implemented:

Taxation of Maternity Benefit, Adoptive Benefit 
and Health & Safety Benefit
Employers, agents and payroll practitioners should note that Maternity Benefit, Adoptive 
Benefit and Health & Safety Benefit, payable by the Department of Social Protection 
(DSP) from 1 July 2013 will be taxable in full. However, USC and PRSI will not apply to 
these benefits.
As part of the ongoing exchange of information arrangements between Revenue and 
DSP, Revenue will receive the payment details which will be updated onto their records.
By way of administering the taxation of these benefits, Individuals who pay their tax 
through the PAYE system will, where possible, will have their annual tax credits and cut-
off point reduced by the amount of these payments.   
Employers/pension providers will be advised of the adjusted tax credits and cut-off 
points on employer tax credit certificates (P2Cs).

Taxation of Illness Benefit and 
Occupational Injury Benefit - IT 22 
Illness Benefit (formerly known as Disability Benefit) and Occupational Injury Benefit, 
paid by the Department of Social Protection (DSP) are taxable sources of income.
Child dependant additions (i.e. additional payments made to claimants in respect of 
qualifying children) are exempt for tax purposes. Prior to 1 January 2012, the first six 
weeks (36 days) of Illness Benefit and Occupational Injury Benefit payments in the tax 
year were also exempt for tax purposes. This leaflet explains the tax treatment which 
applies to persons in receipt of the above benefits.
NOTE: References to Illness Benefit also include Occupational Injury Benefit. 
How is Illness Benefit taxed?
For taxation purposes Illness Benefit recipients can be divided into two groups and the 
taxation treatment of each group is outlined below:

1. Individuals in employment and in receipt of Illness Benefit.
When you are absent from work due to illness and receive Illness Benefit from the DSP, 
tax is deducted through the PAYE system. The DSP notifies your employer of the amount 
of the taxable Illness Benefit, which you are entitled to receive while out sick, and also 
the date the payment commenced. Your employer will operate one of the following 
procedures to deduct the tax due on your Illness Benefit, depending on whether or not 
you are paid by your employer while out sick:

If your employer pays you and you retain your Illness Benefit, your employer will include 
the taxable portion of illness Benefit with your pay and tax the combined amount. If your 
employer pays you and recovers the amount of Illness Benefit from you, the position is 
the same as outlined above. If your employer does not pay you and you retain your Illness 
Benefit, your employer will still be notified of the amount of taxable Illness Benefit you 
receive and will include this amount in their on-going payroll calculations. The amount 
of taxable Illness Benefit will be shown on your P45 if you cease employment during the 
year, or on your P60 if you are still in employment on 31 December.

>> continued on next page.

VAT
Revenue has published a Tax Briefing 
to outline the principal amendments 
to the Value-Added Tax Consolidation 
Act 2010 arising from Finance Act 
2013 some of these include:

Threshold for Moneys 
Received Basis of Accounting 
for VAT

The threshold for accounting for 
VAT on the moneys received basis is 
being increased from €1,000,000 to 
€1,250,000 with effect from 1 May 
2013. This increase was announced 
as part of Budget 2013 on 5 
December 2012.

Flat-Rate Addition for 
Farmers

The flat-rate addition for 
unregistered farmers was reduced 
to 4.8% with effect from 1 January 
2013. This change was announced as 
part of Budget 2013 on 5 December 
2012.
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Key Measures
A construction stimulus was introduced in 
the budget through the Home Renovation 
Incentive and extension of the Living City 
initiative. The Home Renovation Incentive 
is a relief of 13.5% of qualifying expenditure 
with registered building contractors. Relief 
will be split over two years following the 
year in which the works are carried out 
and applies to expenditure in the €5,000 to 
€30,000 range.

The rate of Capital Gains Tax (CGT) has 
been retained at 33%, and around €20m is 
projected as the cost of an entrepreneurial 
CGT relief on gains from investments 
in the period from 1 January 2014 to 31 
December 2018. Whether this relief goes 
far enough is questionable, and there is a 
strong argument that a reduction in the 
CGT rate for entrepreneurial disposals 
would have had a greater impact.

Enhancements to the R&D tax credit 
regime, with SMEs expected to benefit 
from the increase in the amount of eligible 
expenditure qualifying for the credit on 
a full-volume basis from €200,000 to 
€300,000.

The removal of Employment and Investment 
Incentive relief from the Higher Earners’ 
Restriction rules for a three-year period, 
making an attractive relief more accessible 
to investors and increasing available funds 
to investee companies.
 
There will be an increase in the annual cash 
receipts threshold for VAT from €1.25m to 
€2m with effect from 1 May 2014.

Personal Tax Measures
While PAYE/PRSI rates and bands were untouched, a number of budget measures will reduce individuals’ 
spending power. So while people would look at the personal band and credits and think that there is no change, 
there are a list of measures that could affect your personal tax when you look at the finer details of the budget. 
A lot of this pain will not be noticeable until people go about their 2014 business. 

• 	 In order to limit tax relief for contributions which yield a pension of no more than €60,000 per 		
	 annum, a new €2m (down from €2.3m) pension fund limit has been introduced.
• 	 The application of PRSI to unearned income (e.g. interest or rents) and the confirmed expiration 		
	 of the reduced rate of employer’s PRSI from 4.25% to 8.5% on earnings up to €356 per week.
• 	 Restriction of tax relief for medical insurance premiums to the first €1,000 for adults and €500 for children.
• 	 Removal of top slicing relief, which had reduced the tax on termination payments from the 			
	 marginal rate to the individual’s average rate for the previous three years.
• 	 Also don’t forget and how could you at this stage that the full years local property tax (LPT) will be due 
	 for 2014.
• 	 There is also a change to the operating of the one parent tax credit system. A tax increase for a non-		
	 principal carer previously claiming the one-parent family tax credit. This will be as much as €2,490 per 	
	 annum after the reduction in the standard rate cut-off point (from €36,800 to €32,800) is taken into 
	 account.

Some measures that were introduced which might reduce tax bills and encourage investment:

• 	 The removal of the Employment and Investment Incentive (EII) relief from the High Earners’ 		
	 Restriction (HER) for a period of three years.
• 	 A two-year ‘tax holiday’ for the long term unemployed who set up in business. The budget provides 		
	 for a deduction against income of a new business up to a maximum of €40,000 per annum will be 		
	 provided for individuals who set up a qualifying, unincorporated business between 1 January 2014 and 	
	 31st December 2016. USC and PRSI are not covered by the relief.
• 	 To encourage start ups, the Minister introduced a Capital Gains Tax relief for entrepreneurs who build and 	
	 sell two successful businesses.

VAT
The main points in relation to VAT are:
• 	 The reduced VAT rate of 9%, which was due to expire on 31 December 2013, has been retained indefinitely. 	
	 The rate principally applies to supplies to the tourism and hospitality sector.
• 	 A new measure is to be introduced requiring  that VAT reclaimed by a customer  on an invoice will be repay	
	 able to Revenue if the invoice remains unpaid more than six months after the VAT reclaim. This measure is due 	
	 to take effect in respect of VAT reclaimed from 1 January 2014 onwards. Consequently, potential claw-backs of 	
	 VAT on outstanding invoices could arise from the July/August 2014 VAT period onwards.
• 	 There will be an increase in the annual turnover threshold for businesses to qualify for the cash receipts basis 	
	 of accounting for VAT. With effect from 1 May 2014, businesses with an annual turnover from VAT taxable sup	
	 plies of less than €2 million may apply for the cash receipts basis. The current threshold is €1.25 million.

Reminder: 
Under the Revenue Commissioners’ 
“Small Benefit Exemption” scheme, 
employers can provide employees 
with a non cash benefit up to the 
value of €250 once every Tax year for 
example a €250 gift voucher. This is 
exempt from Income Tax, Universal 
Social Charge (USC) and employee & 
employer’s PRSI. 

Disclaimer: This information bulletin is intended to be used for guidance purposes only. For further information you should contact the office directly. 
Derek Madden & Company cannot be held liable for any error, or for the consequences of any action, or lack of action arising from this bulletin.

Welcome to the Winter 2013 edition of our newsletter. 
As always this newsletter is designed to keep you informed. We hope you enjoy reading the newsletter remember, we are here 
to help you so please contact us if you need further information on any of the topics covered or indeed to discuss issues that 
might concern you. In this issue we have tried to cover briefly topical items that were introduced in the 2014 budget. As usual 
most of this newsletter is about tax. The topics below are just touched on if you require further information on these do not 
hesitate to contact us. 2013 has been another difficult economic year for Ireland, there seems to be some signs of recovery. 
Finally we would like to thank all our clients and business partners for their support over the year and wish you all a very happy 
Christmas and a prosperous New Year.

Merry Christmas & a 
Happy New Year from all at
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