


The Supplementary Budget 
2009 provided for the 
doubling of the current 
income levy rates and the 
reduction of the relevant 
thresholds. The legislation to 
implement the changes was 
passed in the Dail through a 
financial resolution on budget 
night 7 April.

In order to facilitate the 
collection of the levy for 
2009, with the rate changes 
occurring during the year, the 
legislation provides for 
composite rates to apply as 
per the table below:

The financial resolution 
detailing the changes also 
provides that the income levy 
will apply to the aggregate 
employment income in the 
year including any 
emoluments which relate to 
prior years which are paid in 
the current year.

The effect of this is that 
bonus payments or arrears of 
salary which were earned in 
2008 or earlier years but are 
paid in 2009 will now be 
liable to the levy.

Payments made before 30 
April 2009 will attract the 
existing rates of 1%, 2% and 
3%. Payments made on or 
after 1 May 2009 will attract 
the 2%, 4% and 6% rates.

Income levy

Tax Matters April 2009

A consequence of the use of 
the composite rate is that 
income arising before 1 May 
will now attract a levy liability 
at rates higher than the rate 
which existed at the time the 
income arose.

For example, if a bonus 
payment for 2009 were made 
before 30 April the existing 
rates would apply. However, 
the application of the 
composite rate could lead to 
a further levy liability. For 
example, an individual in 
receipt of a bonus in March 
2009 of €150,000 with annual 
total earnings of €300,000 
would have an income levy 
liability of €7,832 using the 
old rates to 30 April 2009 
and the new rates from May 
2009 onwards. 

The income levy liability 
calculated using the 
annualised rates would be 
€10,502 therefore an under 
payment of €2,669 would 
arise. Clarification is awaited 
from Revenue on the 
methodology of how this 
underpayment is to be 
collected.

Remainder5%

Next €75,1404.67%

Next €74,8803.33%

Next €25,0643%

First €75,0361.67%

ThresholdRate
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It has also been confirmed in 
an amendment to the 
legislation that the levy will 
not apply to the tax free 
element of ex-gratia
termination payments. 
Neither will the levy be 
applied to individuals who 
are resident in a country with 
which Ireland has a double 
taxation agreement where a 
PAYE exclusion order has 
been issued.

The levy applies to the gross 
income of the individual 
before any deduction for 
pension contributions or 
capital allowances.

The rates are set out in the 
following tables.

Rates effective 01 
January 2009 – 30 
April 2009

Income levy continued

Tax Matters April 2009

Remainder3%

Next €150,0192%

First €100,1001%

ThresholdRate

Remainder6%

Next €99,9444%

First €75,0362%

ThresholdRate

Rates with effect from 
01 May 2009 and 2010, 
and subsequent years 

Tax Matters Income levy Motor & travel expenses Corporation tax Other matters Our specialists



Motor & travel expenses

Tax Matters April 2009

On 5 March last, the 
Department of Finance issued a 
circular to all department heads 
to the effect that all motor 
travel and subsistence rates 
were to be reduced by 25% 
with effect from that date.

Whilst this reduction may be 
part of the Government’s 
overall cost cutting plans for 
their own employees the stated 
Revenue view is that all 
employers currently operating 
the civil service rates should 
switch to the newly published 
rates forthwith. 

Where subsistence and mileage 
expense payments are made in 
accordance with the old rates 
after 5 March there will be a 
PAYE, PRSI and levy exposure 
on the excess of any amount 
paid over these new rates.

www.revenue.ie/en/tax/it/l
eaflets/it54.pdf  

http://www.revenue.ie/en/t
ax/it/leaflets/it51.html 

Whilst to date this has not been 
particularly well publicised by 
Revenue, we understand that 
more detailed information will 
be made available shortly. In 
the meantime, the updated civil 
service rates are set out in the 
revenue leaflets IT 51 and IT 
54 (see links).

Where employers have chosen 
to pay travel and subsistence at 
levels other than the civil 
service rates they are required 
to obtain advance clearance 
from Revenue for operation of 
such rates. In view of the 
recent changes employers 
should revisit any such 
clearances previously obtained.

Please contact your Grant 
Thornton adviser to discuss 
any of the foregoing issues.

One of the most frequently      
recurring costs for employers is 
the payment of motor and travel 
costs to their staff.

Typically most employers 
benchmark their travel and 
subsistence payments against the 
published civil service rates. 
Where these rates are used by 
employers to reimburse 
employees for expenses incurred 
in the performance of their 
duties the resulting payment may 
be made tax free to the 
employee.
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Corporation tax
New preliminary 
corporation tax 
payment dates for large 
companies
Finance Act 2008 (No.2) 
introduced a new preliminary 
tax payment regime for “large”
companies who now must pay 
tax earlier. Broadly a “large”
company is a company whose 
prior year tax liability is greater 
than €200,000. 

The new provisions
The new provisions have 
accelerated the payment dates 
in respect of such companies. 
This change is relevant 
where the accounting 
period commenced on or 
after 14 October 2008.

New payment cycle for 
large companies
The new tax payment cycle for 
large companies is broken into 
three dates. 

Impact going forward
To satisfy the new provisions 
and determine whether a 
company is a “large”
company for purposes of the 
first instalment of preliminary 
tax, which is due within 6 
months of the 
commencement of the 
company’s accounting period, 
it will be necessary to have an 
accurate estimate of the prior 
year’s corporation tax liability.

For period ends commencing 
on or after 14 October 2008, 
it is important to ensure this 
payment date is carefully 
considered to reduce any 
exposure to interest on any 
possible underpayment.

Tax Matters April 2009

Initial instalment
The first instalment (referred to 
as the initial instalment) will 
generally be payable within 6 
months of the commencement 
of a company’s accounting 
period. This payment must 
account for 45% of the FY2009 
corporation tax liability or 50% 
of the corporation tax liability 
for FY2008. Where the due 
date falls after the 21st day of a 
month, the due date becomes 
the 21st day of that month (for 
December 2009 year ends due 
date is the 21 June 2009). 

Final instalment
The final instalment of 
preliminary tax will be due on 
the same date as before, for 
example, December 2009 year 
ends are due by 21 November 
2009. The aggregate of the 
initial and final instalment must 
account for 90% of the total 

corporation tax for FY2009.

Balance
Any balance of tax will be due 
on the submission of the 
corporation tax return, within 8 
months and 21 days of the year 
end. For example, a December 
2009 year end balance is due by 
21 September 2010. 

Small companies must continue 
to pay 31 days before the 
accounting period end and no 
later than the 21st day of the 
month. A small company is a 
company whose prior year tax 
liability is less than €200,000.
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Other matters
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in the company’s trade and 
owned by the company;

• it must fit within one of the    
classes of specified 
technology;

• it must meet specified 
energy efficient criteria as 
maintained by Sustainable 
Energy Ireland; and

• it must meet minimum 
expenditure requirements.

The scheme currently applies to 
three classes of specified 
technology:
• electric motors and variable 

speed drives;
• lighting; and 
• building energy 

management systems.

Subject to a Commencement 
Order, The Finance Act (No.2) 
2008 has further extended this 
list to include:
• Information and  

Communication 
Technology (ICT);

• heating and electricity
provision;

• process and heating,  
ventilation and air control 
systems; and

• electric and alternative fuel 
vehicles (spend to be 
capped at €24,000).

A claim is made under normal 
self assessment rules on the 
company's corporation tax 
return for the year in which the 
company purchased and used 
the specified equipment.

Energy efficient 
equipment
Finance Act 2008 introduced a 
trial incentive scheme whereby 
the capital spend incurred on 
equipment which is subsequently 
placed on an approved list 
provided by the Minister for 
Communications, Energy and 
Natural Resources will qualify 
for accelerated capital 
allowances of 100% in year 
one, where certain conditions 
are met. The spend must be 
incurred on or after 31 January 
2008.

Other conditions include:
• the equipment must be new, 

and like all additions  
qualifying for capital    
allowances it must be in use
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Other matters continued
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contained in the recent 
Supplementary Budget.

Individuals will now be liable at 
their marginal income tax rate 
and companies at 25%. Full 
details will be contained in the 
Finance Bill, which is due to be 
published on 7 May 2009.

The Financial Resolution, 
passed by the Dail on Budget 
night, dealing with the Capital 
Gains Tax treatment of 
development land provides that 
the CGT rate will be 25% in 
respect of disposals on or after 
8 April 2009.

Pension policies
The new stamp duty of 1%, 
which is to be applied to 
premia paid on or after 1 June 
2009, will apply to payments 
made in respect of new and 
existing life policies.

Our understanding is that it will 
also apply to pension policies. 
It is hoped that further 
clarification will be given in the 
Finance Bill.

Because this will apply to both 
single premium and regular 
premium policies, we would 
suggest that individuals who 
usually make RAC, AVC or 
PRSA contributions consider 
accelerating such payments.

Early completion of your 
personal tax return will 
facilitate the calculation of the 
payments required. 

Residential development 
land
The abolition of the special 20% 
rate of tax on residential 
development land with effect 
from 1 January 2009 for 
individuals, and for accounting 
periods ending on or after 1 
January 2009 for companies, 
appears to be a further example 
of the retrospective nature of 
some of the provisions
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€4,000RCT Inspection 

€4,000PAYE Inspection

€4,000Failure to issue invoices

€4,000Failure to register for VAT 
within 30 days of being or 
becoming an accountable 
person

€2,000Failure to file a 
corporation tax return

€3,000Making an incorrect claim 
for repayment of tax

€3,000Failure to keep records

€200Failure to issue a 
dividend warrant

Fixed penalties regime
Finance Act (No.2) 2008 
increased and standardised the 
range of fixed penalties for tax 
offences. The types of offence 
to which these penalties relate 
do not directly result in 
underpayments of tax but 
occur in areas such as the filing 
of information. It is likely that 
the imposition of penalties will 
become more common and 
that penalties will be sought in 
Revenue audit cases.  

Accordingly, businesses need to 
carefully manage their affairs to 
ensure that all returns are filed 
on time and all obligations are 
fulfilled. The number of 
changes are numerous and 
include:
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