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1. Introduction

1.6 Purpose of these guidance notes

These notes are intended to provide guidance for deposit-takers on how to operate deposit interest retention tax. They do not have the force of law and do not affect any person’s right of appeal. As such, the notes reflect a standard of best practice. Such a standard can also be attained using alternative equivalent procedures. Nor are they, in all instances, a full statement of the law as it applies, or has applied, to deposit-takers and deposit-takers should refer to the relevant legislation where appropriate. 

These guidelines will be modified from time to time in the light of experience or as legislation is modified.

1.7 Deposit Interest Retention Tax (DIRT)

The expression “Deposit Interest Retention Tax” does not appear in the Tax Acts. However, “appropriate tax” as defined in S256 (1) is colloquially referred to as “Deposit Interest Retention Tax” or “DIRT”. 

DIRT was introduced with effect from 6 April 1986 as a tax deductible at the standard rate on payment of deposit interest. Provision for a lower rate of DIRT was introduced with effect from 1 January 1993 in respect of Special Savings Accounts (SSAs), as defined. The relevant rates of tax over the period since DIRT was introduced are shown in Appendix I.

General Rule

In general, interest paid or accrued in respect of deposits is chargeable to DIRT at a rate equal to the standard rate of income tax for the year of assessment in which the interest is paid or accrued.  The standard rate of income tax for a year of assessment is currently 20%.

A rate equal to the standard rate plus 3% applies, with effect from 6 April 2000, in respect of deposits made on or after 23 March 2000, on payments of interest which:

· are not in respect of Special Savings Accounts,

· are not payable annually or at more frequent intervals, and 

· in respect of which DIRT had not been accounted for on an accruals basis because the amount of the interest could not be determined until it was paid.

1.8 Special Savings Accounts

Special Savings Accounts were introduced in 1992 and were subject to a DIRT at a rate lower than the standard rate. The rate of tax on Special Savings Accounts is to be the same as the standard rate from 6 April 2001 and no new Special Savings Account may be opened on or after that date. 

However, existing Special Savings Accounts will continue for as long as the limits (Section 839) and other conditions [Section 264 (1)] attaching to such accounts are met. These are summarised in Appendix VII. 

While the operation of a distinct lower rate of DIRT by the deposit-taker no longer applies, interest on such accounts will continue to be disregarded as part of the depositor’s total income as defined for tax purposes. Consequently, such interest:

·  is not required to be disclosed in the depositor’s return of income, and 

· is not liable to PRSI/levies. 

Interest paid or accrued in respect of a deposit or deposits held in a special savings account is chargeable to DIRT at a rate of 20% (irrespective of whether the standard rate of income tax, for the year of assessment in which the interest is paid or accrued, is higher or lower than 20%).  Special savings accounts could only be opened in the period from 1 January 1993 to 5 April 2001, both dates inclusive.
1.9 Special Term Accounts

1.4.1   Interest paid or accrued in respect of a deposit or deposits held in a special term account is chargeable to DIRT at a rate of 20% (irrespective of whether the standard rate of income tax, for the year of assessment in which the interest is paid or accrued, is higher or lower than 20%).

1.4.2     A special term account may be either a medium term account or a long term account.  In the case of a medium term account, each deposit held in the account must be held in the account for not less than 3 years and interest paid or accrued for a year of assessment in respect of the deposits is chargeable to DIRT only to the extent that such interest exceeds €480.  In the case of a long-term account, each deposit held in the account must be held in the account for not less than 5 years and interest paid or accrued for a year of assessment in respect of the deposits is chargeable to DIRT only to the extent that such interest exceeds €635.

1.10 Special Savings Incentive Accounts

Special Savings Incentive Accounts, also introduced by the Finance Act 2001, are dealt with in separate guidelines.

1.11 Deposits where Interest cannot be Determined… Definitions of “Specified Deposit” and “Specified Interest”.     

1.6.1 The term “specified deposit” means, in general, a deposit made on or after 28 March 1996 in respect of which “specified interest” is payable.

4. However, the following deposits are not treated as “specified deposits”, namely:

(a) deposits held in a special savings account, and

(b)
deposits in respect of which —

· the interest payable is to any extent linked to or determined by changes in a stock exchange or other financial index,

· the arrangements to accept the deposit were, or were being put, in place before 28 March 1996, and
· the deposit is made on or before 7 June 1996.

Interest paid or accrued in respect of a deposit referred to at (a) above is chargeable to DIRT in accordance with paragraph 1.3. Interest paid or accrued in respect of a deposit referred to at (b) above is chargeable to DIRT in accordance with paragraph 1.2, unless the amount of that interest cannot be determined until the date for the payment of such interest in which case the interest is chargeable to DIRT in accordance with paragraph 1.6.3.

1.6.2 The term “specified interest” means interest in respect of a “specified deposit”, other than so much of the amount of that interest as —

(a)
is payable annually or at more frequent intervals, or

(b) cannot be determined until the date for the payment of such interest notwithstanding that the terms under which the deposit was made are complied with fully.

Interest to which (a) above refers is chargeable to DIRT in accordance with paragraph 1.2, while the DIRT treatment of interest to which (b) above refers is set out in paragraph 1.6.3.

“Specified interest” is deemed for DIRT purposes to accrue from day to day and to be interest paid in each year of assessment to the extent that it is deemed to accrue in that year of assessment and is not paid in that year of assessment.  DIRT is charged on “specified interest” in accordance with paragraph 1.2.

1.6.3 No Minimum Rate of Interest Guaranteed

A. Since interest does not accrue on such deposits until the deposit comes to term DIRT is not chargeable on the interest until the interest payment is actually made. Accordingly the payment on account system does not apply in respect of interest on such deposits.

B. Interest paid in respect of such a deposit, which is made before 23 March 2000 is chargeable to DIRT at a rate equal to the standard rate of income tax for the year of assessment in which the interest is paid.

C. Interest paid in respect of such a deposit which is made on or after 23 March 2000 is chargeable to DIRT at a rate equal to the standard rate of income tax for the year of assessment in which the interest is paid plus 3%.

D. It will be noted from paragraphs B and C that different rates of DIRT apply depending on when such deposits were made.  The different rates apply irrespective of whether the deposits were made to the same account or not.

3. Minimum Rate of Interest Guaranteed

A. The amount of the interest on such a deposit which cannot be determined until the date for payment of such interest is treated in accordance with paragraph 1.6.3.

B. However, the amount of the interest on such a deposit which is guaranteed is treated in accordance with paragraph 1, and the payment on account system applies in relation to that amount of the interest.

1.12 Legislation

The main legislation is contained in Part 8, Chapter 4 (Sections 256 to 267), reproduced as Appendix II – and Section 20 Finance Act 2002

1.13 Revenue contact

DIRT Audits and general queries are dealt with by DIRT Audit District.

	Postal address

eMail address

Fax number

Telephone number
	Office of the Revenue Commissioners

Investigations & Prosecutions Division

Underlying Tax Project, 4th Floor

1 Clanwilliam Court

Lr. Mount Street, Dublin 2

utproject@revenue.ie

(01) 6474821 

(01) 6474000


DIRT returns and related payments are to be made to the Office of the Collector-General.

	Postal address

eMail address

Fax number

Telephone numbers
	Revenue Commissioners

Office of the Collector-General

DIRT Section

Customer Services

Sarsfield House

Francis Street

Limerick

cgcustserv@revenue.ie

(061) 401015

1890 203070 (Lo Call) 

(061)310310 (Switch)


Charities Section maintains a list of tax-exempted charities.

	Postal address

eMail address

Fax number

Telephone number
	Revenue Commissioners

Charities Section

Government Offices

Saint Conlon’s Road

Nenagh

Co. Tipperary 

charities@revenue.ie

(067) 32916

(067) 33533 




Claims from non-residents for DIRT refunds are dealt with in International Claims Section.

	Postal address

eMail address

Fax number

Telephone number
	Revenue Commissioners

International Claims Section

Government Offices

Saint Conlon’s Road

Nenagh

Co. Tipperary 

intclaims@revenue.ie

(067) 32916

(067) 33533 


2. The scope of DIRT

2.6 Deposit-takers must operate DIRT

DIRT is deductible by any relevant deposit-taker from any payment of relevant interest.

2.7 What is a relevant deposit-taker?

All of the following are relevant deposit-takers (Section 256):

· a licensed bank of any of the EU Member States,

· a building society of any of the EU Member States,

· a trustee savings bank,

· the Post Office Savings Bank,

· a credit union with effect from 01/01/2002. 

2.8 What is relevant interest?

Relevant interest is any interest paid in respect of a relevant deposit. 

There are provisions for a deposit-taker to account for DIRT annually in respect of interest which is not paid annually or at more frequent intervals.

2.9 What is interest?

Interest is defined as including any amount “paid in consideration of the making of a deposit”. Accordingly, DIRT applies in a broad range of circumstances and not just in relation to interest on deposit accounts.

The payment of interest includes the crediting of interest to an account. 

2.10 What is a deposit?

A deposit is “a sum of money paid to a relevant deposit-taker on terms under which it will be repaid with or without interest and either on demand or at a time or in circumstances agreed by or on behalf of the person making the payment and the person to whom it is made”. The essential feature of a deposit is, therefore, that it is a sum of money, paid to a relevant depositor, which is wholly or partly repayable.  

2.11 What is a relevant deposit?

A relevant deposit is defined as any deposit held by a relevant deposit-taker other than certain specified exceptions. Some, but not all, of the exceptions are conditional on the completion of a prescribed or authorised declaration. 

2.12 Exceptions conditional on a declaration

These exceptions relate to deposits made by non-residents (Section 263):
2.13 Revenue practices

Revenue practices allow for interest to be paid gross, without the deposit-taker obtaining a declaration of non-residence that would otherwise be required under Section 263, in the following circumstances:

· interest paid by a bank in the State to a non-resident bank;

· interest paid to a non-resident corporate (together with its 100% owned subsidiaries) or other entity quoted on a recognised foreign stock exchange, where the deposit-taker paying the interest is satisfied that the payee:

· is the beneficial recipient of the interest, and

· is non-resident;

[Note: for this purpose a recognised foreign stock exchange is any stock exchange operating in another country which:

· is recognised by the appropriate regulatory authorities in that other country, and

· has substantially the same level of recognition in that country as the Irish Stock Exchange has in this country.];

· interest on certain deposits  in the form of Medium Term Notes (MTN), provided that conditions set out in Appendix III are met;

· interest on short term deposits paid to certain bodies, listed in Appendix III, resident in countries with which Ireland has Double Taxation Agreements, where the deposit-taker is satisfied as to their non-resident status. (This practice applies only to a deposit where it is clear from the outset that it will be for a period of less than three months. It does not, for example, apply to call deposits or interest bearing current accounts of indeterminate duration. Furthermore, it does not apply to clients who have an ongoing relationship with the bank and who roll over short-term accounts.)

Sources such as stock exchange listings, registers that are kept by Central Banks or Government Departments or listings that are held by commercial information providers such as Bloomberg’s or the Bankers Almanac should be used to validate the status claimed by such depositors.

2.14 Exceptions not conditional on a declaration

The definition section (256) and other specific legislative provisions exclude any deposit, which is

· made by, and the interest on which is beneficially owned by: 

· another relevant deposit-taker, 

· the National Treasury Management Agency or the State acting through the National Treasury Management Agency, 

· the Central Bank of Ireland, 

· The Investment Compensation Company of Ireland, 

· Icarom plc, or

· the National Pensions Reserve Fund Commission or the State acting through the National Pensions Reserve Fund Commission; 

· a debt on a security issued by the relevant deposit-taker and listed on a stock exchange;

· held by the deposit-taker outside the State; 

· denominated in foreign currency and made prior to specified dates in 1991 and 1993;

· an asset  of a special investment scheme, as defined in Section 737;

· an asset of an undertaking for collective investments, as defined in Section 738,  which is not a company (The corollary of this is that DIRT is chargeable in respect of such undertakings which are companies in the absence of a tax number).   

· an asset  of an investment undertaking to which the provisions of  Chapter 1A of  Part 27 apply;

· an asset of an exempt unit trust to which the provisions of Section 731(5)(c) apply;  

· an asset of a Special Savings Incentive Account, as defined in Section 848B, or

· an asset of an approved retirement fund as defined in Section 784A,

Sources such as stock exchange listings, registers that are kept by Central Banks or Government Departments or listings that are held by commercial information providers such as Bloomberg’s or the Bankers Almanac should be used to validate the status claimed by such depositors.

In the case of pension funds the status claimed should be verified by seeing sight of the approval document issued by the Revenue Commissioners. A copy of this approval document should be retained on file for future possible inspection. 

2.15 Foreign currency accounts

Deposits denominated in foreign currency and made prior to specified dates in 1991 and 1993 are excluded from the definition of “relevant deposit”. Interest can therefore be paid on such deposits without deduction of DIRT. However, additional deposits to the accounts concerned after the specified dates are relevant deposits and interest paid in respect of such additional deposits is liable to DIRT. The DIRT-exempt status of an account, by virtue of its denomination in a foreign currency, is preserved where deposits made after the relevant specified date are lodged to a separate account.

Where a deposit made after the relevant specified date is lodged to the original foreign currency account, the account will contain both DIRT-liable and DIRT-exempt deposits, complicating the treatment for DIRT purposes of interest paid in respect of the account, particularly after a withdrawal is subsequently made.  In that context, a first in/first out or a last in/first out basis for identifying the deposit in respect of which interest is paid is acceptable so long as it is used consistently. However, creating a separate account for deposits made after the relevant specified date is the simpler approach for the purpose of operating DIRT.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                

3. Declarations for Non-Residents

3.6 Declaration forms

In accordance with the provisions of Section 256 (1), declarations of the kind mentioned in Section 263 are required for the purposes of entitlement to exemption from DIRT. This section, in turn, provides that declarations be prescribed or authorised by the Revenue Commissioners and contain certain information specified in the sections and “such . . . information as the Revenue Commissioners . . . require”. The authorised declarations are contained in Appendix IV.

3.7 Completion of declaration forms

Revenue considers it best practice that all parts of a declaration form be fully completed (with no part being left blank and initials and abbreviations not being used) using an indelible medium, before it is dated and signed by the declarer.

In particular, the details in relation to the beneficial ownership of the interest should be based on information provided directly by the declarer and not from information already in the possession of the deposit taker. 

A deposit account should not be given DIRT exempt status unless and until the deposit-taker is in possession of a fully completed and signed, hard-copy declaration form. A photocopy or a faxed copy does not suffice; nor does a copy in electronic format suffice unless the electronic declaration satisfies the terms of the Electronic Commerce Act, 2000. A declaration cannot have retrospective effect. The only exception to this rule is that a fully completed and signed faxed copy of a declaration by a non-resident company can be accepted in relation to wholesale banking deposits.  

3.8 Retention of forms

Declaration forms must be retained and be available for inspection by Revenue for the longer of the following two periods:

· six years after the date the declaration was made, and

· three years after the date the account was closed or, ceased to be treated as DIRT exempt.

The form to be retained is the original, unless the deposit-taker keeps records in accordance with requirements set out in paragraph 6.8 
3.9 Minor form deficiencies

While Revenue expects the declaration form to be completed in full, Revenue auditors will not treat an account as liable by reason of minor deficiencies as set out in Appendix V.

3.10 Details of deposit-taker

The full name of the deposit-taker should be inserted in part A of the declaration form. Where there is a group of deposit-takers, particular care should be taken to ensure that the name inserted is that of the correct deposit-taker and not of another deposit-taker in the group that may have a more direct relationship with the depositor. A single form may, however, cover accounts with more than one deposit-taker in a group, provided that each deposit-taker and the accounts in each are clearly identified.

For a deposit-taker with a branch or divisional structure, and subject to the correct deposit-taker being identified in a group situation as mentioned above, the address to be inserted is that of the branch or division that deals with the account. Where an account is transferred to a different branch or division, a note by the deposit-taker to this effect should be made and retained in a manner that permits it to be readily retrieved. The insertion of the address or the branch/division will not be necessary where the records of the deposit-taker enable the branch/division dealing with the account at any given time to be readily identified.

3.11 Account numbers

The account numbers of all deposits covered by a declaration should be included, as provided for in the declaration form. Deposit-takers may accept a declaration in respect of a number of accounts, provided that all the accounts numbers to which it relates are listed and can be traced to that particular declaration.

Where an existing customer who has completed a non-resident declaration opens a new account, the existing declaration will suffice, provided that:

· The new account is held in the exact same name(s) as the existing account(s)

· All the interest from the new account is beneficially owned by the same person(s) who beneficially owned the interest from the existing account(s)

· There is a documented link between the existing non-resident declaration and the new account

· The deposit-taker satisfies itself of the continued exempt status of the depositor or all the depositors.

· The original declaration form should be annotated with the new account number.

Where an existing customer who has completed a non resident declaration opens a new account with another deposit taker within the same group, the existing declaration will suffice provided that 

· This action may only be taken when the account opened with the second deposit taker within the group is in the same name and same beneficial ownership as the account with the first deposit taker. 

· The original declaration may be held by one deposit taker and a certified copy held by the second deposit taker, who must annotate the certified copy with the relevant deposit taker and account number. 
3.6.1 General

Three types of declaration form are authorised:

· declaration by a non-resident individual,

· declaration on behalf of a non-resident individual, and

· declaration by a non-resident company.

3.6.2 Declaration on behalf of a non-resident individual

This declaration may be completed in circumstances where either:

The account is opened by a third party on behalf of a non-resident individual but the person who has power to operate the account is the third party - for example, a stock broking firm who manages the purchase and sale of investments on behalf of a client and who places funds on deposit in the name of the client pending reinvestment of such funds.

The beneficial owner of the interest is not the account holder - for example a resident executor places funds on deposit pending finalisation of the estate where all beneficiaries to the estate are non-resident.

3.6.3 Declaration forms for non-resident individuals

3.6.3.1 Who makes the declaration?

The declaration should be made and signed by a person to whom the interest is payable (the recipient). The identity of the recipient should be clear from the bank documentation in relation to account opening and mandate instructions.

Where the recipient is an individual, the declaration should be made and signed by the individual or by someone who holds power of attorney from the individual and, in such a case, a copy of any such power of attorney should be obtained and retained in a manner that permits it to be readily retrieved

Where a parent or guardian signs on behalf of a minor child, the residence status of that child should be given particular attention as part of the annual review to ensure that there is no change in circumstances in particular when the child reaches majority. This should be dealt with as part of the annual review of non-resident accounts referred to in paragraph 6.4.2. This particular test should form a part of the annual review as soon as the deposit taker becomes aware that the child has reached majority. 

3.6.3.2 The beneficial owner of the interest

The legislation provides that a declaration is made by the person to whom the interest is payable, and must include details in respect of the beneficial owner of the interest.

The address to be given for the beneficial owner of the deposit is the person’s principal place of residence. If there is more than one beneficial owner, the full names, addresses and countries of residence of each should be included in the form. 

The location of a person’s principal place of residence is a question of fact and relates to the position at the time the declaration is being made, albeit temporary. Exceptionally, “None” would be a valid answer, if the circumstances were such that the person did not have any principal place of residence. This should not be confused with a correspondence address, which is not referred to in the form and which should not appear on the form.  However, the obligation rests with the deposit-taker to be satisfied as to the depositor’s non-resident status, as referred to in paragraph 6.2.2

A further beneficial owner may not be added to an existing declaration: a fresh declaration is required.

In certain unusual situations a non-resident person may not have a residential address abroad (“none” would be entered on the form), or may not wish to have correspondence sent to their non-resident address, (the non resident address would be entered on the form). In such instances, a note fully documenting all the relevant facts should be made at the time when the account is opened. The onus is on the deposit-taker to document and retain evidence to show how it has satisfied itself as to the non-resident status of such persons.

3.6.3.3 Death of depositor

In the event of the death of a non-resident depositor holding a DIRT exempt account, the continued entitlement to DIRT exemption depends on the status of the person(s) who are then beneficially entitled to the interest (the beneficiaries of the estate) and on the completion of the appropriate declaration by a person to whom the interest is payable. During the period of administration of the estate, this would normally be a personal representative of the deceased. In the intervening period until the status of the new beneficiary is established, the deposit-taker should treat the account as DIRT liable. 
In the case of the death of one of the holders of a joint account, where ownership passes to the other joint account holder(s), a fresh declaration is not required unless the original (old style) declaration was signed by the deceased person only, on behalf of all parties.

These provisions only apply from the date when the deposit-taker comes into the possession of information of the death of a non-resident individual who was the beneficial owner of the interest payable in respect of a deposit account which has been given DIRT exempt status.
3.6.3.4 Declaration by a Non-Resident Company

Where the recipient is not an individual, the declaration should be made and signed by the secretary of the board of directors in the case of a company and, in other cases, by such other person as has similar power to represent the committee of management or equivalent decision making body of the recipient.

4. Charities, Pension Schemes & Companies

4.6 Exempted charities 

Interest may be paid gross without deduction of DIRT to an exempt charity. Before DIRT exempt status is granted such a charity should first be asked for the reference number, known as the charity (CHY) number that has been assigned to it by the Revenue Commissioners in recognition of that charity’s entitlement to exemption from tax under Section 207. . When making a return under Section 891, the details in respect of interest paid to such an approved charity should include the charity (CHY) number that has been assigned by the Revenue Commissioners to that approved charity. 

Revenue Commissioners’ Charities Section maintains a list of tax-exempted charities, which may be consulted, in cases of doubt.

4.7 Approved pension schemes

Interest may be paid gross without deduction of DIRT to an approved pension scheme. Before DIRT exempt status is granted such a pension scheme should first be asked for the reference number that has been assigned to it by the Revenue Commissioners, under Section 885. Where the pension scheme has no such reference number, the reference number that has been assigned by Revenue Commissioners to the employer to whom the pension scheme relates should be used instead. When making a return under Section 891, details in respect of interest paid to such a pension scheme should include the reference number that has been assigned to that pension scheme, or the reference number that has been assigned to the employer to whom that pension scheme relates, by the Revenue Commissioners. 

4.8 Companies within the charge to Corporation Tax

Interest may be paid gross without deduction of DIRT to a company within the charge to corporations tax. Before DIRT exempt status is granted such a company should first be asked for the reference number that has been assigned to it by the Revenue Commissioners, under Section 885. When making a return under Section 891, details in respect of interest paid to such a company should include the reference number that has been assigned by the Revenue Commissioners to that company. The deposit taker can assume that any company which provides a tax reference number falls within the charge to corporation tax

4.9 Return Requirements

The requirement to return details of exempted charities and approved pension schemes commences in respect of year-end 31-12-03 with the first report due in September 2004.

5. WHOLESALE NON-RESIDENT DEPOSITS  

5.1 Definition of Wholesale deposit-taking

For the purpose of these guidelines, wholesale deposit-taking is defined as the taking of large value deposits by a bank or a department within a bank where

The customers from whom deposits are taken are in the following categories: 

· Large Companies

· Banks

· Credit Institutions

· Pension Funds

· Investment Funds

· Insurance Companies

· Governments and government agencies

· Local governments and municipalities

· Supra-national organisations

· Stock exchange listed entities and their subsidiaries

· Money brokers (acting on behalf of their clients)

Retail deposit-taking (i.e. taking deposits from individuals) forms a very insignificant part of the business of the bank or department.
5.2 Scope of Chapter  

The measures set out herein are in respect of wholesale deposits made by non-resident entities other than non-resident individuals. The following chapters of the Guidance notes will not apply to such deposits except where specifically cross-referenced:

Chapter 3 – Declarations for Non Residents

Chapter 4 – Exempted charities, pension schemes and companies

Chapter 7 - Systems and procedures of deposit takers 

5.3 Procedures relating to operation of DIRT in wholesale deposit-taking

5.3.1 Procedures for new customers

Where a wholesale banking relationship is being established with a new customer, the bank will apply all the money laundering regulations and procedures to establish the genuine identity of the customer.

5.3.1.1 Non-Resident depositors

In cases of non-residence, the following documentation is required in relation to DIRT:

· A statement from the customer, (e-mail, fax or hard copy statements are acceptable) showing

· the full legal name of the entity on whose behalf the deposit is made

· the address of that entity

· confirmation that the entity is not resident in Ireland

or

Publicly available information showing that the legal entity concerned is established in a country other than Ireland

5.3.1.2 Records and Documentation 
Customer records should be maintained in such a way that for each given legal entity, the following information can be readily produced.

· Documentation used to establish the non-residence of that entity

· Details of all deposits taken from that entity over a given period

The procedures set out in Chapter 7.8 apply to the electronic storage of documents.

5.3.1.3  Internal Audit

Internal Audit should ensure that documented systems and procedures in relation to DIRT are adequate and are adhered to in practise.

5.3.2 Resident depositors

In the case of depositors not established to be non-resident, deposits should be subject to DIRT unless one of the other exemptions noted in Chapter 2 applies.  

5.3.3 Non resident Individuals

In the case of non-resident depositors who are individuals, the procedures set out in the remainder of the Guidance Notes apply.

5.3.4 DIRT Exempted Deposits and Reporting Requirements

Section 246A (3) (b) (ii) (1)

· Wholesale Debt Instrument issued by a Resident Financial Institution and held in a recognised clearing system and in a denomination of €500,000 or greater [irrespective of whether  ultimate beneficial owner resident or non resident]:

· Exempt from DIRT

· Report Clearing House under Section 891

Section 246 (3) (b) (ii) (11):
· Wholesale Debt Instrument [not held in a recognized clearing system issued by a Resident Financial Institution to a ROI resident individual – any denomination  - and individual has provided relevant tax reference number.

· Exempt from DIRT

· Report individual under Section 891

· Wholesale Debt Instrument [not held in a recognized clearing system issued by a Resident Financial Institution to a ROI resident company; charity; pension scheme - any denomination  - and relevant tax reference number has been provided:

· Exempt from DIRT

· Report company/charity/pension scheme under Section 891

· Wholesale Debt Instrument [not held in a recognized clearing system issued by a Resident Financial Institution to a ROI resident who is neither an individual nor a company/charity/pension scheme - any denomination  - and relevant tax reference number has been provided:

· Exempt from DIRT

· Report entity under Section 891

Section 246A (3) (b) (ii) (III):

· Wholesale Debt Instrument not held in a recognized clearing system issued by a Resident Financial Institution to a non-resident individual - any denomination  - and a Non Resident Declaration (NRD) has been provided:

· Exempt from DIRT

· No requirement to report where NRD held by Financial Institution 

· Wholesale Debt Instrument [not held in a recognized clearing system issued by a Resident Financial Institution to a non-resident person (i.e. other than to an individual)    - any denomination  - and a NRD has been provided:

· Exempt from DIRT

· No requirement to report where NRD held by Financial Institution 

· Wholesale Debt Instrument [not held in a recognized clearing system issued by a Resident Wholesale Deposit Taker to certain categories of non resident persons [see DIRT Guidance Notes 5.1] - any denomination:

· Exempt from DIRT

· Report under Section 891
5.3.5 Non-Resident Declarations

Section 246A (5) refers to a Non-Resident Declaration, which is in a form prescribed or authorised by the Revenue Commissioners. The non-resident declaration, prescribed at (Appendix IV, 12.2.1.3), refers to non-resident companies, – a pension scheme, society or charity may use this form and when the information requested at A, B, and C is full and complete it will be deemed a valid declaration for the purposes of the section.    

6. DIRT payments,  statements and returns

6.6 DIRT return to be made by all relevant deposit-takers

Every relevant deposit-taker must make a DIRT Return to the Collector-General for every year of assessment even though it may not have paid any relevant interest (and therefore does not have a DIRT liability).

The return is to be made within 15 days of the end of the year of assessment to which it relates.

The return must include details of:

· relevant interest paid by the deposit-taker in the year, 

· DIRT in relation to the payment of that interest, and 

· the payment on account already made in respect of DIRT for that year of assessment.

6.7 DIRT payments to be made by a deposit-taker

DIRT payments in respect of a year of assessment are payable to the Collector-General in two instalments. 

The first payment is due within 15 days after 5 October in the year of assessment. The second payment is due within 15 days after the end of the year of assessment.  
The payments of DIRT must be made by the dates they are due, without an assessment being made by Revenue. 

In practice, the Office of the Collector-General will normally issue return forms to each deposit-taker in advance of the due dates and these forms can be used for the purposes of making the payment and return. However, deposit-takers should ensure that the required payments and returns are made by the due dates even if forms are not received from the Collector-General as late payments are liable to interest charges.

There is no provision for a refund of a payment on account of DIRT by a deposit-taker. Any overpayments are available for carry forward to be offset against future DIRT liabilities. 
6.8 Calculation of DIRT payments

Payment on Account
A payment on account of the DIRT liability for a year of assessment must be made by the deposit-taker not later than 20 October in the year of assessment.  The payment on account must not be less than an amount equal to the income tax standard rate percentage (currently 20 per cent) of the interest accruing in the period from the commencement of the year of assessment to 5 October in the year of assessment.

Balancing Payment
The DIRT liability for the nine month “year of assessment” ending 31 December 2001 and each subsequent year of assessment, is 20 per cent of the interest paid in the year of assessment plus 20 per cent of the amount of interest accrued in that year but not actually paid in that year.  The DIRT liability for a year of assessment must be paid not later than 15 January in the following year of assessment.

In making this payment, the deposit-taker is entitled to a deduction for —

· the payment on account, and

· any payments (other than the payment on account) made for a previous year of assessment in respect of accrued interest not paid in that previous year but now paid in the year of assessment.

When such accrued interest is paid, DIRT is to be deducted at the standard rate of income tax in force at the time of payment.  The deposit-taker is then entitled to a credit against its subsequent DIRT liabilities for the DIRT previously paid in respect of this interest on the accruals basis.

Example

DIRT payment 20 October 2001:
A payment must be made which is not less than 20% of the interest which accrued in the period 6 April 2001 to 5 October 2001.

DIRT payment 15 January 2002
A payment must be made of an amount equal to —

· 20% of interest paid in the period 6 April 2001 to 31 December 2001,

plus
· 20% of interest accrued but unpaid in the period 6 April 2001 to 31 December 2001,

less
· Payment made on 20 October 2001.

DIRT payment 20 October 2002:
A payment must be made which is not less than 20% of the interest which accrued in the period 1 January 2002 to 5 October 2002.

DIRT payment 15th January 2003:
A payment of an amount equal to —

· 20% of interest paid in the period 1 January 2002 to 31 December 2002,

plus
· 20% of interest accrued but unpaid in the period 1 January 2002 to 31 December 2002,

less
· Payment made on 20 October 2002, and

· Payments (other than October payments on account) made in prior years of assessments in respect of accrued interest that is now actually paid in the year 1 January 2002 to 31 December 2002.

DIRT payment 20 October 2003:

A payment which is not less than 20% of interest accrued in the period 1 January 2003 to 5 October 2003.

These provisions do not apply where the amount of interest cannot be determined until it is paid.  In this case, DIRT is to be deducted on payment at the standard rate plus 3%.

Interest payments include creditings – refer to paragraph 2.4 What is Interest? Interest credited to an account is treated as having been paid on the crediting date. 

Some deposit-takers may be calculating payments on account under provisions to ensure that the deposit-taker pays a full year’s DIRT each year (Section 259). These provisions will continue to apply to them but the method of calculating the final payment referred to above should ensure that they will not extend to other deposit-takers.

Section 259 applies to a deposit-taker if the amount of DIRT payable in respect of interest paid or credited by it in a year of assessment is less than the amount of tax appropriate to the interest which accrued on the deposits held by it in a specified period of 12 months. The 12 month period ends on the deposit-taker’s latest general crediting date in the year of assessment or, if it has no general crediting date, on the last day of that year.

When the section applies to a deposit-taker in respect of a year of assessment, its October payment on account of DIRT for the following year of assessment and for each succeeding year of assessment is to be the amount of DIRT on 12 months’ interest accruing to 5 October in the year of assessment less the payment of DIRT it made in the previous January.

6.9 Correction of Errors  

In the circumstances where a deposit taker inadvertently deducts DIRT from a deposit which is not a relevant deposit [e.g. where a valid non-resident declaration is in place at the interest payment date but the deposit-taker had omitted to flag the account as exempt from DIRT] it is in order for the deposit-taker to correct the error without recourse to Revenue.

In such circumstances, the next payment of DIRT to Revenue may be reduced by the amount deducted in error. This is the case irrespective of whether the error occurred in a previous tax year or not.

Each deposit taker must ensure that adequate controls are in place to ensure that no refund of DIRT is made in circumstances where a valid declaration/details of the customer’s tax reference number is not in place at the relevant interest payment date(s) or, in the cases of exemptions not conditional on a declaration/tax reference number, that there is adequate documentation in place to support the claim to exempt status.

6.10 Statements for DIRT purposes

A deposit-taker is obliged, on request, to provide a depositor with a statement showing:

· the amount of the gross relevant interest payment,

· the amount of the DIRT deducted from that relevant interest payment,

· the net amount of the relevant interest payment after the DIRT has been deducted, and

· the date on which the interest was paid or credited to the depositor’s account.

The statement should identify the account with the full account number. A statement may include details in respect of a number of payments in a specified period as totals, provided that details of all payments in the period are included.

In a death case, the personal representatives will require statements  showing details of payments made before and after death separately. A statement provided for the period before death should not include interest accrued, but not paid or credited, at the date of death. 

6.11 Requirement to return details of interest paid gross

Each deposit-taker is obliged to provide Revenue annually with a return of interest paid without deduction of DIRT (Sections 891 and 894). 

There is provision for the exclusion from such returns of non-residents who have given notice in writing to the effect that they wish to be so excluded. There is also provision for an affidavit to be obtained where the deposit-taker is not satisfied as to non-residence of the person giving the notice.

There is no provision for prescribing or authorising forms for the purposes of Section 891. However, for the convenience of deposit-takers, Revenue has made available Form F (notice in writing) and Form H (affidavit), updated versions of which are contained in Appendix IV.

In accordance with Revenue practice, where a non-resident declaration has been made under Section 263 in respect of DIRT, the written notice under Section 891 need not also be obtained and the non-resident may be excluded from returns of interest paid gross.

The Revenue practices modifying the requirements for non-resident declarations under Section 263 (four practices, as referred to in paragraph 2.8 above) do not, however, cover the exclusion of such non-residents from returns of interest paid gross. The inclusion of interest on such accounts is obligatory in the absence of the notice referred to in Section 891.

6.12 Inter Banking Accounts

Details of Interest paid in respect of Inter Banking Accounts need not be returned. Revenue reserve the right to request this information at a later date, subject to the terms and conditions set out in Section 891 Taxes Consolidation Act 1997.

6.13 Electronic Filing 

All Third Party Returns should, in future, be filed in electronic format in accordance with Section 898A Taxes Consolidation Act 1997. Details of the technical specifications for filing can be viewed on the Revenue Website.

6.9. Returns by Persons in receipt of Income belonging to others…  

(1)  Every person who is, in whatever capacity, in receipt of money, value, profits or gains  belonging to another person who is chargeable to tax (or would be chargeable to tax on such income if resident in the State and not incapacitated) must, make a return of such income (Section 890). 

The return must be in a form prescribed and contain -  

(a) a statement of all such money, value, profits or gains; 

(b) the name and address of every person to whom all such money, value, profits or gains belong; 

(c) a declaration on whether the person to whom the money, value, profits or gains belong is over 18, a married woman, resident in the State or an incapacitated person. 

(2)  The person requested to make the return must also give the name and address of any person with whom he/she is jointly in receipt of money, value, profits or gains belonging to another person. 

(3) Amounts under €635 belonging to any one person need not be returned.
7. Systems and procedures of deposit-takers

7.6 General

The provisions of Section 257 require a deposit-taker to treat every deposit, as a relevant deposit “unless satisfied that such a deposit is not a relevant deposit”. Furthermore, where a deposit-taker has satisfied itself that a deposit is not a relevant deposit it is entitled to continue to so treat it until such time as the deposit-taker is “in possession of information which can reasonably be taken to indicate that the deposit is or may be a relevant deposit”.

Deposit-takers are expected to document fully all systems and procedures in relation to DIRT and to provide appropriate training to staff. 

Future Revenue DIRT audits will check whether the systems and procedures of deposit-takers are adequate to enable them to satisfy the requirements of Section 257. These audits will also check if the systems and procedures are actually being applied in practice

The purpose of this part of the guidelines is to set out the minimum standards that Revenue considers necessary and should not be viewed as exhaustive. Depositor-takers should adopt such additional systems and procedures as they consider are appropriate to their own circumstances.

7.7 Account opening procedures

7.2.1 Introduction

The procedures adopted when an account is opened are critical to the correct DIRT treatment of the account. Similar procedures should apply to the reclassification of an existing deposit account as a DIRT exempt account.

7.2.2 Deposit-taker must be satisfied

The DIRT legislation places an onus on a deposit-taker to satisfy itself as to the status of the beneficial owner of the interest   before making an account DIRT exempt. Obtaining a completed declaration is necessary but is not, of itself, sufficient to meet this requirement. The deposit-taker must also be satisfied that the information given in the declaration is accurate and correct. The onus is on the deposit-taker to retain documentary evidence to show that it has satisfied itself in this regard.

7.2.3 Verification of identity 

Verification of the identity of the beneficial owner of the interest is vital to enable the deposit-taker to be satisfied as to the status of the person  claiming DIRT exemption. The anti-money laundering provisions of the Criminal Justice Act, 1994 oblige deposit-takers to retain a copy of documentation used to verify the identity of new customers. This is elaborated on in the “Guidance Notes for Credit Institutions” issued by the Money Laundering Steering Committee. In relation to existing customers deposit takers should be able to show how they satisfied themselves as to the correct status of the beneficial owner of the interest when the deposit account was first opened.

7.2.4 Information in possession of the deposit-taker

Account opening procedures should provide for the beneficial owner of the interest to be asked to identify any other accounts held (either directly with the deposit-taker, or elsewhere, in a group). All information, to which an official dealing with the depositor should have access to in the course of business, should be searched for indications that would support or contradict the status of the person claiming exemption.

Any information already in possession of the deposit-taker, to which an official dealing with the depositor should have access to in the course of business, in relation to the beneficial owner of the interest should be searched for indicators that would support or contradict the status of the person claiming DIRT exemption. This is particularly important in the case of non-resident individuals. This search should cover information, to which an official dealing with the depositor should have access to in the course of business in connection with any other account held by such a person with the deposit-taker. In a group situation, it should also include any information in the possession of another member of the group who introduces or otherwise facilitates the deposit. The annual review should also address this issue.

7.2.5 Review by senior staff

Revenue considers it best practice that the procedures for classifying accounts as DIRT exempt should include provision for review by an authorised official of appropriate rank, other than the official who dealt with the depositor, to ensure that the correct procedures have been complied with and are fully documented. The reviewer should be an authorised official of appropriate rank.

7.8 Account opening procedures - Non- residents

7.3.1 Definition of a non-resident

The legislation in relation to the residence of individuals is contained in Part 34, Sections 818 to 825A. This is also dealt with in Revenue leaflets Res 1 “Going to Work Abroad” and Res 2 “Coming to live in Ireland”- guides to Irish income tax liability based on some commonly asked questions. 

An individual is resident in the State for a year of assessment if present in the State for an aggregate of:

· 183 days or more in that year, or

· 280 days or more in that year and in the previous year, combined.

There are special provisions in relation to any year in which an individual is present for 30 days or less. (For the nine month tax period to 31 December 2001, the periods are 135 days, 244 days and 22 days respectively).

An unincorporated body of persons or a company is resident where its centre of management and control is located. Generally, a company’s centre of management and control is located where its board meetings are held and where its senior management team is located. However, companies incorporated in the State, with certain exceptions, have been deemed to be resident in the State (Section 23A).  Broadly speaking, the exceptions are companies that are:

· controlled in an EU Member State or in a country with which Ireland has a Double Taxation Agreement, and the company or a related company is trading in the State, or

· deemed by a Double Taxation Agreement not to be resident in the State.

A person resident in an embassy of a foreign country located in the State is resident in the State and would not qualify for DIRT exemption. However, an account of an embassy would, where the funds were beneficially owned by the foreign government.

7.3.2 All beneficial owners of interest must be non-resident

To qualify for DIRT exemption all of the beneficial owners of the interest must be non-resident. In no circumstance should an account be treated as DIRT exempt where one or more of the beneficial owners is resident.

7.3.3 Individuals

The following subparagraphs refer to individuals claiming non-residence. It is not suggested that the deposit-taker have procedures in place in relation to DIRT that unnecessarily duplicate procedures for other purposes, such as those in relation to money laundering. However, it is expected that procedures of the deposit-taker would address the issues raised in the following subparagraphs (6.3.4 and 6.3.5) in a robust and DIRT focussed manner.

7.3.4 Initial deposit 

The initial deposit to a new account may, in itself, provide valuable clues in relation to the residence status of a beneficial owner of interest who is an individual. Procedures should ensure that information is obtained and documented having regard to the residence status of such an individual. Factors such as the following should be reviewed in the context of the known circumstances of the depositor and the beneficial owner of the interest ::

· size of the deposit,

· form of the deposit - cash/cheque/draft,

· currency in which the deposit is denominated , and

· if the lodgement is by cheque, or any other type of financial instrument, whether it is drawn against an Irish based account.

Deposit takers may also wish to rely on the procedures used to satisfy the requirements of the Criminal Justice Act 1994 in this regard. If, having regard to these or any other factors, there is doubt as to the residence status of the beneficial owner of the interest, and satisfactory explanations are not provided and documented, the account should not be treated as DIRT exempt.

7.3.5 Particular areas of difficulty

The following are a number of situations in which a deposit-taker may have difficulty in being satisfied as to a claim of non-residence by an individual:

· use of an address that does not appear to be a normal, residential address,

· a request for correspondence to be held in the bank or issued to an Irish address,

· property in the State which is owned by the depositor and stated to be a holiday home rather than his or her principal residence,

· an Irish resident is mandated to operate the account,

· an Irish national is working temporarily abroad, especially where he or she has a residential property in the State or his or her  family lives here or both.

· The association of more than one name with an account where one party is resident should also be regarded as a serious risk indicator and should give rise to queries to establish the full circumstances, which should be documented.

· Other life events that might suggest a potential risk include alterations in marital/domestic circumstances or address.

This list is not exhaustive and the onus remains with the deposit-taker to respond to any information that could be relevant.

Residence is determined by reference to the number of days spent in the State in a year. If detailed probing confirms non-residence and the deposit-taker decides to treat the account as DIRT exempt, the explanations and supporting evidence should be fully documented.

7.9 Ongoing operation of accounts

7.4.1 Ongoing review

As stated above, a deposit-taker is entitled to continue to treat an account as DIRT exempt only until such time as it is “in possession of information which can reasonably be taken to indicate that the deposit is or may be a relevant deposit”. Accordingly, procedures should require staff to be alert to indicators that suggest that an account is, or always was, a relevant deposit. 

7.4.2 Formal review

All accounts conditional on a declaration should be the subject to a periodic formal review to ensure:

· the appropriate documentation is held and that there are no contra-indications on file as to DIRT exempt status  

· that appropriate documented explanations have been obtained where there is information in the possession of the deposit-taker casting doubt on the status of the depositor.

The reviewer should be an authorised official of appropriate rank.

The review of accounts of non-resident individuals should be undertaken at least once a year. This review should include an examination of previously DIRT exempt accounts that had been closed or reclassified during the year

7.4.3 Non-resident accounts of individuals - factors to be considered

In addition to the factors referred to in the paragraphs dealing with account opening procedures, factors to be considered in the ongoing monitoring, including formal reviews, of non-resident accounts of individuals are dealt with in the following paragraphs.

7.4.3.1 Indicators of residence

The following, together with the factors listed in 5.3.5, should be regarded as indicators that there may be a problem with the non-residence status of an account

· lodgements/withdrawals made to an account in round sum amounts,

· frequent lodgements/withdrawals,

· reference to the account in the course of doing other business, in relation to a loan account, for example, and

Features such as these should be questioned and the explanations documented.

Where post is returned undelivered from the foreign address provided the account should be made DIRT liable.

7.4.3.2 Non-residents becoming resident

Given that the funds concerned have been lodged with a deposit-taker in this country, the possibility of non-residents, especially Irish emigrants, becoming resident is significant. One indicator of this would be a loan application, particularly for a residence or car in the State.

7.10 Internal Audit

DIRT should be a major item on the internal audit agenda of all deposit-takers. 

Internal audit should ensure that documented systems and procedures in relation to DIRT are adequate and are adhered to in practice.

Since the Revenue DIRT look-back audit project showed that deposits of individuals claiming non-resident exemption were the major risk area, such deposits should be subject to particular scrutiny.

7.11 DIRT arrears

Any information indicating that an account may be a relevant deposit should be acted on, insofar as the DIRT treatment of the account is concerned, as soon as it is identified. However, the deposit-taker is liable to account for DIRT on the account by reference to when it came into possession of the information. This includes DIRT arrears detected in the course of ongoing vigilance, periodic review, account closure or internal audit work. 

All arrears (including interest charges arising as a result of the late DIRT payment) should be calculated and paid to the Collector-General without delay. Each payment should be accompanied by a covering letter from the deposit-taker clearly headed “DIRT Arrears” and giving a breakdown of the payment as follows:

· year(s) of assessment in which the DIRT liability arose,

· amount of DIRT arrears for each year of assessment, and

· amount of interest on late payment in respect of each year of assessment.

All such letters should be sent to the Office of the Collector-General marked for the attention of DIRT Section. At the same time, a copy of the letter should be submitted to DIRT Audit District .

7.12 Bank staff

The Taxes Consolidation Act provides for penalties, both civil and criminal, for breaches of the DIRT legislation. Furthermore, the “Code of Ethics and Practice” of the Irish Bankers’ Federation provide that “employees are to behave with integrity and honesty” and that “actions comply with all applicable laws”.

Accordingly, it is expected

· that a culture of compliance with DIRT would apply throughout the offices of each deposit-taker; 

· that managers and assistant managers, in particular, would, by their active commitment to the highest standards of compliance, promote and reinforce that culture; and 

· that all staff dealing with DIRT- exempt accounts would be instructed and trained appropriately.

7.13 Electronic Storage of Documents

· In line with the principles enshrined in the Electronic Commerce Act, 2000, the following parameters should apply to the electronic storage of relevant documentation including the declaration forms.

· Declarations should be scanned in a manner which ensures their integrity. The scanned document should be in a “read only” permanent format, i.e. the electronic copy of the document will not be amendable.

· The scanned declaration should be securely stored, and should only be accessible to those who are authorized to access it.

· The document should be readily accessible to authorized staff and to the Revenue Commissioners where required.

· Adequate procedures should be in place to ensure that documents are not deleted.

· It should be possible to produce a paper copy of the scanned document if required. All subsequent annotations of the declaration should be carried out by printing scanned copy and manually annotating as per the Guidance notes, and re-scanning as a new document.

7.14 Retention of documentation

All documentation referred to above should be retained and readily be available for Revenue inspection.

8. Revenue DIRT Audit

8.6 Introduction

The power to conduct a DIRT audit derives from Section 904A and was one of a number of new Revenue powers introduced by the Finance Act, 1999. Appendix VI contains:

· the relevant legislation - Section 904A of the Taxes Consolidation Act, 1997 (as amended);

· extracts from the explanatory memorandum in relation to that section;

· relevant parts of statement of practice SP-GEN/1/99; and 

· relevant parts of the guidance notes and instructions produced for Revenue staff in relation to Section 904A.

DIRT audits are also governed by the following Revenue documents, which apply to all Revenue audits:

· Revenue Charter of Rights; 

· Revised Code of Practice for Revenue Auditors W.E.F. 1/9/2002

· Statement of Practice SP-GEN/2/99 - Revenue Internal Review Procedures - Audit and Use of Powers.

Revenue’s programme of work for the current year includes provision for the conduct of DIRT audits and such audits will be conducted each year on an ongoing basis.

8.7 Interest

Interest on underpaid DIRT accrues from the due dates to the date of payment. 

8.8 Penalties

· The penalties applied in the settlement of DIRT audits are:

· a penalty of  €635  for each incorrect DIRT return delivered negligently, and 

· a penalty of €635 for each failure to deduct DIRT for each examined account considered liable.

The Revenue Commissioners may mitigate penalties [S1065 (1)(a)] and guidance on this is given in the “Code of Practice for Revenue Auditors".

The Taxes Consolidation Act, 1997 also provides for criminal prosecutions and penalties for breaches of the DIRT legislation.

8.9 Publication

Revenue is obliged to publish settlements arising from DIRT audits, in accordance with the provisions of Section 1086, where the settlement includes a penalty and the amount of the settlement (tax, interest and penalties) exceeds €12,700 unless there was a full voluntary disclosure in advance of the commencement of the audit. 

8.10 Revenue Audit Methodology

8.5.1 General

The DIRT Audit will commence with an examination of the documented systems and procedures of the deposit-taker in relation to DIRT with a view to establishing whether they are adequate. This will normally take place in the deposit-taker’s head office and the view formed by the Revenue auditors will affect the approach to the remainder of the audit.

8.5.2 Deposit-takers with adequate systems and procedures

Where the Revenue auditors consider that the documented systems and procedures of the deposit-taker in relation to DIRT are adequate, they will proceed to test their operation in practice. This will normally be done at the location where the deposit-taker deals directly with depositors, such as in branches where the deposit-taker operates a branch network.

The operation of the systems and procedures will be tested by an examination of samples of accounts. It is envisaged that the staff dealing with the accounts on a day-to-day basis would respond to any queries arising in relation to the sampled accounts.

If the Revenue auditors establish that the systems and procedures are not being properly applied, more extensive audit work will be undertaken as set out below.

Deposit takers may, if they so wish, nominate a central contact person to act as liaison with the Revenue audit team.

8.5.3 Deposit-takers with inadequate procedures or procedures not operated in practice

Where the Revenue auditors consider that adequate procedures are not being properly applied, sample(s) of accounts will be taken from the entire DIRT exempt deposit book. These samples will be selected using statistical methods to ensure that there is adequate cover of accounts by number and value to permit the extrapolation of the results of the work on the sample(s) to the deposit book as a whole to calculate the amount of DIRT underpaid, if any.

Such an audit will, of its nature, involve extensive audit work and could involve auditing a number of years. The audit work will be undertaken at the head office and/or branches of a deposit-taker. It is envisaged that the staff dealing with the accounts on a day to day basis would respond to any queries arising in relation to the sampled accounts.

8.5.4 Focused audits

Revenue may undertake focused audits of particular branches or areas of a deposit-taker where there are indications of particular problems. The outcome of such focused audits could lead to a more extensive audit of the deposit-taker.

8.5.5 DIRT arrears identified by deposit-takers

Where a submission in relation to arrears is made to DIRT Audit District, as provided for in paragraph 5.7, the extent of the audit work that will be undertaken, if any, will depend on factors such as:

· the perceived scale of the problem, 

· the co-operation of the deposit-taker in response to Revenue queries, 

· the reliability of the methodology used by the deposit-taker, 

· the circumstances which gave rise to the DIRT arrears, and 

· the quality of the DIRT systems and procedures in operation.

9. Appendix I - Rates of DIRT

	Year
	Standard rate
	Standard + 3% rate
	SSA rate

	1986/87
	35%
	
	n/a

	1987/88
	35%
	
	n/a

	1988/89
	35%
	
	n/a

	1989/90 
	32%
	
	n/a

	1990/91
	30%
	
	n/a

	1991/92
	29%
	
	n/a

	1992/93 
	27%
	
	10%

	1993/94
	27%
	
	10%

	1994/95
	27%
	
	10%

	1995/96
	27%
	
	15%

	1996/97
	27%
	
	15%

	1997/98
	26%
	
	15%

	1998/99
	24%
	
	20%

	1999/2000
	24%
	
	20%

	2000/01 
	22%
	
	20%

	2001
	20%
	
	20%

	2002
	20%
	
	20%

	2003
	20%
	
	20%

	2004 - 2006
	20%
	
	20%




10. Appendix II - Part 8, Chapter 4 of the Taxes Consolidation Act 1997 

Part 8, CHAPTER 4 Interest Payments by Certain Deposit Takers

256 Interpretation (Chapter 4) 

(1) In this Chapter— 

“amount on account of appropriate tax” shall be construed in accordance with section 258(4); 

“appropriate tax”, in relation to a payment of relevant interest, means a sum representing income tax on the amount of the payment— 

[(a)    in the case of interest paid in respect of a relevant deposit or relevant deposits held in— 

(i) a special savings account, or 

(ii) a special term account, 

at the rate of 20 per cent,1 

(c) subject to paragraph (c), in the case of interest paid in respect of any other relevant deposit, at the standard rate in force at the time of payment, and 

(d) in the case of interest paid in respect of a relevant deposit, being a deposit made on or after 23 March 2000, other than interest which is— 

(i) referred to in paragraph (a), or 

(ii) payable annually or at more frequent intervals, or 

(iii) specified interest within the meaning of section 260, 

at a rate determined by the formula—  (S + 3) per cent  

where S is the standard rate per cent (within the meaning of section 4(1)) in force at the time of payment;]2 

“building society” means a building society within the meaning of the Building Societies Act, 1989, or a society established in accordance with the law of any other Member State of the European Communities which corresponds to that Act; 

“credit union” means a society registered under the Credit Union Act, 1997, including a society deemed to be so registered under section 5(3) of that Act;]3 
“deposit” means a sum of money paid to a relevant deposit taker on terms under which it, or any part of it, may be repaid with or without interest and either on demand or at a time or in circumstances agreed by or on behalf of the person making the payment and the person to whom it is made, notwithstanding that the amount to be repaid may be to any extent linked to or determined by changes in a stock exchange index or any other financial index;]4 

“foreign currency” means a currency other than the currency of the State; 

“interest” means any interest of money whether yearly or otherwise, including any amount, whether or not described as interest, paid in consideration of the making of a deposit, and, as respects— 

  (a) a deposit, where the amount to be repaid may be to any extent linked to or determined by changes in a stock exchange index or any other financial index, includes any amount which is or is to be repaid over and above the amount of the deposit, 

 (b)  a building society, includes any dividend or other distribution in respect of shares in the society, 

 ...5,6  
“long term account” means an account opened by an individual with a relevant deposit taker on terms under which the individual has agreed that each relevant deposit held in the account is to be held in the account for a period of not less than 5 years;]7 

“medium term account” means an account opened by an individual with a relevant deposit taker on terms under which the individual has agreed that each relevant deposit held in the account is to be held in the account for a period of not less than 3 years;]7 
“pension scheme” means an exempt approved scheme within the meaning of section 774 or a retirement annuity contract or a trust scheme to which section 784 or 785 applies; 

“relevant deposit” means a deposit held by a relevant deposit taker, other than a deposit— 

(a) which is made by, and the interest on which is beneficially owned by— 

(i)    a relevant deposit taker, 

  (ii)     the National Treasury Management Agency, 

  (iii)    the State acting through the National Treasury Management Agency, 

  (iiia)  the National Pensions Reserve Fund Commission, 

  (iiib)  the  the State acting through the National Pensions Reserve Fund    Commission,]8 
  (iv)    the Central Bank of Ireland, 

  (v)    The Investor Compensation Company Limited, or 

  (vi)  Icarom plc,]9 
(b) which is a debt on a security issued by the relevant deposit taker and listed on a stock exchange, 

      (c)    which, in the case of a relevant deposit taker resident in the State for the purposes of corporation tax, is held at a branch of the relevant deposit taker situated outside the State, 

      (d)    which, in the case of a relevant deposit taker not resident in the State for the purposes of corporation tax, is held otherwise than at a branch of the relevant deposit taker situated in the State, 

      (e)    which is a deposit denominated in a foreign currency made— 

         (i)    by a person other than an individual before the 1st day of January, 1993, or 

         (ii)    by an individual before the 1st day of June, 1991, 

 but, where on or after the 1st day of June, 1991, and before the 1st day of January, 1993, a deposit denominated in a foreign currency is made by an individual to a relevant deposit taker with whom the individual had a deposit denominated in the same foreign currency immediately before the 1st day of June, 1991, such a deposit shall not be regarded as a relevant deposit, 

      (f) (i)    which is made on or after the 1st day of January, 1993, by, and the interest on which is beneficially owned by— 

  (I)    a company which is or will be within the charge to corporation tax in respect of the interest, or 

  (II)    a pension scheme, 

  and 

   (ii)    in respect of which the company or pension scheme which is the beneficial owner of the interest has provided the relevant deposit taker with that person’s tax reference number (within the meaning of section 885) or where, in the case of a pension scheme, there is no such number, with the number assigned by the Revenue Commissioners to the employer to whom that pension scheme relates,]10 

      (g) in respect of which— 

     (i) no person resident in the State is beneficially entitled to any interest, and 

     (ii)  a declaration of the kind mentioned in section 263 has been made to the relevant deposit taker,      or 

      (h)   (i) the interest on which is exempt— 

        (I) from income tax under Schedule D by virtue of section 207(1)(b), or 

        (II) from corporation tax by virtue of section 207(1)(b) as it applies for the purposes of corporation tax under section 76(6), 

 and 

            (ii) in respect of which the beneficial owner of the interest has provided the relevant deposit taker with the reference number assigned to that person by the Revenue Commissioners in recognition of that person’s entitlement to exemption from tax under section 207 and known as the charity (CHY) number;]11  

“relevant deposit taker” means any of the following persons— 

(a)    a person who is a holder of a licence granted under section 9 of the Central Bank Act, 1971, or a person who holds a licence or other similar authorisation under the law of any other Member State of the European Communities which corresponds to a licence granted under that section, 

(b)    a building society, 

(c)    a trustee savings bank within the meaning of the Trustee Savings Banks Acts, 1863 to 1989, 

(ca)    a credit union,]12 

  ...13 

  ...14 

  ...14 
 (g)    the Post Office Savings Bank; 

“relevant interest” means, subject to section 261A, interest paid in respect of a relevant deposit;15 
“return” means a return under section 258(2); 

“special savings account” means an account opened [on or after 1 January 1993 and before 6 April 2001],16 in which a relevant deposit or relevant deposits made by an individual is or are held and in respect of which— 

  (a)    the conditions in section 264(1) are satisfied, and 

  (b)    a declaration of the kind mentioned in section 264(2) has been made to the relevant [deposit taker;]17 

“special term account” means— 

  (a)    a medium term account, or 

  (b)    a long term account, 

 being an account in which a relevant deposit or relevant deposits made by an individual is or are held and in respect of which—  

  (i)    the conditions specified in section 264A(1) are satisfied, and 

  (ii)   a declaration of the kind mentioned in section 264A(2) has been made to the relevant deposit [taker;]1819 

“special term share account” has the same meaning as in section 267A.]20 

  (2) For the purposes of this Chapter— 

  (a)    any amount credited as interest in respect of a relevant deposit shall be treated as a payment of interest, and references in this Chapter to relevant interest being paid shall be construed accordingly, 

  (b)    any reference in this Chapter to the amount of a payment of relevant interest shall be construed as a reference to the amount which would be the amount of that payment if no appropriate tax were to be deducted from that payment, and 

  (c)    a deposit shall be treated as held at a branch of a relevant deposit taker if it is recorded in its books as a liability of that branch. 

Amendments 

1   Definition of “appropriate tax” para (a) substituted by FA 2001 s 57(1)(a)(i)(I) with effect from such date as the Minister for Finance may by order or orders appoint; previously: 

  “(a) in the case of interest paid in respect of a relevant deposit or relevant deposits held in a special savings account, at the rate of 20 per cent,”.  

 This amendment came into operation with effect from 1 January 2002 - Finance Act, 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers.  

 2   Definition of “appropriate tax” substituted by FA 2001 s 55(a)(i)(II) with effect from 6 April 2001; previously from 6 April 2000 (FA 2001 s 55(a)(i)(I)): 

  “‘appropriate tax’, in relation to a payment of relevant interest, means a sum representing income tax on the amount of the payment—  

  (a)    in the case of a relevant deposit or relevant deposits held in a special savings account, at the rate of 20 per cent,  

  (b)    subject to paragraph (c), in the case of any other relevant deposit, at the standard rate in force at the time of payment, and  

  (c)    in the case of a relevant deposit, being a deposit made on or after 23 March 2000, other than a relevant deposit—  

  (i)    referred to in paragraph (a), or  

  (ii)    the interest in respect of which is payable annually or at more frequent intervals, or  

  (iii)    which is a specified deposit within the meaning of section 260,  

 at a rate determined by the formula— 

(S +  3) per cent

  where S is the standard rate per cent (within the meaning of section 4(1)) in force at the time of payment;”  

  3   Definition of “credit union” inserted by FA 2001 s 57(1)(a)(i)(II) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act, 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

 4   Definition of “deposit” substituted by FA 2001 s 55(a)(ii) as respects a deposit made on or after 6 April 2001. 

 5   Repealed by ACC Bank Act 2001 s 12(1) and Sch with effect from such day as the Minister for Finance may appoint by order; previously “but any amount consisting of an excess of the amount received on the redemption of any holding of ACC Bonus Bonds - First Series, issued by ACC Bank plc, over the amount paid for the holding shall not be treated as interest for the purposes of this Chapter”. By virtue of the ACC Bank Act 2001 (Sections 6, 8, 10, 11(2) and 12) (Commencement) Order 2002, SI No 69 of 2002, this amendment came into operation with effect from 28 February 2002. 

 6   Definition of “interest” substituted by FA 2001 s 55(a)(iii) as respects a deposit made on or after 6 April 2001. 

 7   Definitions of “long term account” and “medium term account” inserted by FA 2001 s 57(1)(a)(i)(III) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

 8   Definition of “relevant deposit” paras (a)(iiia) and (a)(iiib) inserted by National Pensions Reserve Fund Act 2000 s 30(c) with effect from 10 December 2000. 

 9   Definition of “relevant deposit” para (b)(iv)-(v) substituted by FA 1999 s 76(1)(b) with effect from 10 September 1998. 

10   Definition of “relevant deposit” para (f)(ii) substituted by FA 2002 s 20(1)(a)(i) as respects deposits made on or after 25 March 2002. 

11   Definition of “relevant deposit” para (h)(ii) substituted by FA 2002 s 20(1)(a)(ii) as respects deposits made on or after 25 March 2002. 

12   Definition of “relevant deposit taker” para (ca) inserted by FA 2001 s 57(1)(a)(i)(IV) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

13   Definition of “relevant deposit taker” para (d) repealed by ACC Bank Act 2001 s 12(1) and Sch with effect from such date as the Minister for Finance may appoint by order. By virtue of the ACC Bank Act 2001 (Sections 6, 8, 10, 11(2), 12) (Commencement) Order 2002, SI No 69 of 2002, this amendment came into operation with effect from 28 February 2002. 

14   Definition of “relevant deposit taker” paras (e) and (f) repealed by ICC Bank Act 2000 s 7 and the ICC Bank Act 2000 (Sections 5 and 7) (Commencement) Order 2001 (SI No 396 of 2001) with effect from 12 February 2001; previously “(e) ICC Bank plc.” and “(f) ICC Investment Bank Limited.”. 

15   Definition of “relevant interest” inserted by FA 2001 s 57(1)(a)(i)(V) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

16   Substituted by FA 2001 s 55(a)(iv); previously “on or after the 1st day of January, 1993”. 

17   Substituted by FA 2001 s 57(1)(a)(i)(VI) with effect from such date as the Minister for Finance may by order or orders appoint; previously “deposit taker.”. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

18   Substituted by FA 2002 s 21(a)(i) with effect from 1 January 2002; previously “taker.”. 

19   Definition of “special term account” inserted by FA 2001 s 57(1)(a)(i)(VII) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

20   Definition of “special term share account” inserted by FA 2002 s 21(a)(ii) with effect from 1 January 2002. 

257  Deduction of tax from relevant interest   

(1) Where a relevant deposit taker makes a payment of relevant interest-

(a) 
the relevant deposit taker shall deduct out of the amount of the payment the appropriate tax in relation to the payment, 

(b) 
the person to whom such payment is made shall allow such deduction on the receipt of the residue of the payment, and 

(c) 
the relevant deposit taker shall be acquitted and discharged of so much money as is represented by the deduction as if that amount of money had actually been paid to the person.
(2) A relevant deposit taker shall treat every deposit made with it as a relevant deposit unless satisfied that such a deposit is not a relevant deposit; but, where a relevant deposit taker has satisfied itself that a deposit is not a relevant deposit, it shall be entitled to continue to so treat the deposit until such time as it is in possession of information which can reasonably be taken to indicate that the deposit is or may be a relevant deposit.

(3) Any payment of relevant interest which is within subsection (1) shall be treated as not being within section 246.

258  Returns and collection of appropriate tax   

(1) Notwithstanding any other provision of the Tax Acts, this section shall apply for the purpose of regulating the time and manner in which appropriate tax in relation to a payment of relevant interest shall be accounted for and paid.

(2) Subject to subsection (5), a relevant deposit taker shall make for each year of assessment, within 15 days from the end of the year of assessment, a return to the Collector-General of the relevant interest paid by it in that year and of the appropriate tax in relation to the payment of that interest. 

(3) The appropriate tax in relation to a payment of relevant interest which is required to be included in a return shall be due at the time by which the return is to be made and shall be paid by the relevant deposit taker to the Collector-General, and the appropriate tax so due shall be payable by the relevant deposit taker without the making of an assessment; but appropriate tax which has become so due may be assessed on the relevant deposit taker (whether or not it has been paid when the assessment is made) if that tax or any part of it is not paid on or before the due date. 

 (4)   (a)    Notwithstanding subsection (3), a relevant deposit taker shall for each year of assessment pay to the Collector-General, within 15 days of the 5th day of October in that year of assessment, an amount on account of appropriate tax. 

 (b)    An amount on account of appropriate tax payable under this subsection shall be not less than the amount of appropriate tax which would be due and payable by the relevant deposit taker for the year of assessment concerned under subsection (3) if the total amount of the relevant interest which had accrued in the period commencing on [1 January]1 and ending on the 5th day of October in that year of assessment on all relevant deposits held by the relevant deposit taker in that period (and no more) had been paid by it in that year of assessment. 

  (c)    Any amount on account of appropriate tax so paid by the relevant deposit taker for any year of assessment shall be treated as far as may be as a payment on account of any appropriate tax due and payable by it for that year of assessment under subsection (3). 

  (d)    For the purposes of paragraph (b), interest shall be treated as accruing from day to day if not otherwise so treated. 

  (e)    Where the amount on account of appropriate tax paid by a relevant deposit taker for any year of assessment under this subsection exceeds the amount of appropriate tax due and payable by it for that year of assessment under subsection (3), the excess shall be carried forward and shall be set off against any amount due and payable under this subsection or subsection (3) by the relevant deposit taker for any subsequent year of assessment (any such set-off being effected as far as may be against an amount so due and payable at an earlier date rather than at a later date). 

 [(4A) For the purposes of this section and subject to subsection (4B), interest payable by a relevant deposit taker in respect of a relevant deposit, other than interest which cannot be determined until the date of payment of such interest, notwithstanding that the terms under which the deposit was made are complied with fully, shall be deemed— 

 (a)    to accrue from day to day, and 

 (b)    to be relevant interest paid by the relevant deposit taker on 31 December in each year of assessment to the extent that— 

(i) it is deemed to accrue in that year of assessment, and 

(ii) it is not paid in that year of assessment, 

and the relevant deposit taker shall account for appropriate tax accordingly.  

(4B) (a) Where, apart from subsection (4A), a relevant deposit taker makes a payment of relevant interest which is or includes interest (in paragraph (b) referred to as “accrued interest”) which, by virtue of that subsection, is deemed to have been paid by the relevant deposit taker on 31 December in a year of assessment, the relevant deposit taker shall— 

(i) deduct out of the whole of the amount of that payment the appropriate tax in relation to that payment in accordance with section 257, and 

(ii) account for that appropriate tax under this section, 

and that appropriate tax shall be due and payable by the relevant deposit taker in accordance with this section. 

  (b)  So much of the appropriate tax paid by the relevant deposit taker by virtue of subsection (4A) as is referable to accrued interest included in a payment of relevant interest referred to in paragraph (a) shall be set off against any amount of appropriate tax due and payable by the relevant deposit taker for the year of assessment in which that payment of interest is made or against any amount, or amount on account of, appropriate tax due and payable by it for a year of assessment subsequent to that year (any such set-off being effected as far as may be against an amount so due and payable at an earlier date rather than a later date).]2 
 (5)  (a)    Any amount on account of appropriate tax payable by a relevant deposit taker under subsection (4) shall be so payable without the making of an assessment. 

(c) The provisions of this Chapter relating to the collection and recovery of appropriate tax shall, with any necessary modifications, apply to the collection and recovery of any amount on account of appropriate tax. 

(d)  (c)    A return required to be made by a relevant deposit taker for any year of assessment shall contain a statement of the amount of interest in respect of which an amount on account of appropriate tax is due and payable by the relevant deposit taker for that year of assessment and of the amount on account of appropriate tax so due and payable, and a return shall be so required to be made by a relevant deposit taker for a year of assessment notwithstanding that no relevant interest was paid by it in the year of assessment. 

 (6) Where it appears to the inspector that there is any amount of appropriate tax in relation to a payment of relevant interest which ought to have been but has not been included in a return, or where the inspector is dissatisfied with any return, the inspector may make an assessment on the relevant deposit taker to the best of his or her judgment, and any amount of appropriate tax in relation to a payment of relevant interest due under an assessment made by virtue of this subsection shall be treated for the purposes of interest on unpaid tax as having been payable at the time when it would have been payable if a correct return had been made. 

 (7) Where any item has been incorrectly included in a return as a payment of relevant interest, the inspector may make such assessments, adjustments or set-offs as may in his or her judgment be required for securing that the resulting liabilities to tax, including interest on unpaid tax, whether of the relevant deposit taker or any other person, are in so far as possible the same as they would have been if the item had not been so included. 

 (8)   (a)    Any appropriate tax assessed on a relevant deposit taker under this Chapter shall be due within one month after the issue of the notice of assessment (unless that tax or any amount treated as an amount on account of that tax is due earlier under subsection (3) or (4)) subject to any appeal against the assessment, but no such appeal shall affect the date when any amount is due under subsection (3) or (4). 

  (b)    On the determination of an appeal against an assessment under this Chapter, any appropriate tax overpaid shall be repaid. 

 (9)   (a)    The provisions of the Income Tax Acts relating to— 

(i) assessments to income tax, 

(ii) appeals against such assessments (including the rehearing of appeals and the statement of a case for the opinion of the High Court), and 

(iii) the collection and recovery of income tax, 

  shall, in so far as they are applicable, apply to the assessment, collection and recovery of appropriate tax. 

       (b)    Any amount of appropriate tax or amount on account of appropriate tax payable in accordance with this Chapter without the making of an assessment shall carry interest at the rate of 1.25 per cent for each month or part of a month from the date when the amount becomes due and payable until payment. 

       (c)    [Subsections (2) to (4)]3 of section 1080 shall apply in relation to interest payable under paragraph (b) as they apply in relation to interest payable under section 1080. 

       (d)    In its application to any appropriate tax charged by any assessment made in accordance with this Chapter, section 1080 shall apply as if subsection (1)(b) of that section were deleted. 

 (10) Every return shall be in a form prescribed by the Revenue Commissioners and shall include a declaration to the effect that the return is correct and complete. 

Amendments  

  1   Substituted by FA 2001 s 77(2) and Sch 2 paras 16(a) and 61(e) for 2002 and later tax years; previously “the 6th day of April”. 

 2   Subs (4A)-(4B) inserted by FA 2001 s 77(2) and Sch 2 paras 16(b) and 61(c) for short tax “year” 2001 and later tax years. 

 3   Substituted by FA 2001 s 55(b), as amended by FA 2002 s 138 and Sch 6 para 5(a), with effect 6 April 1997; previously “Subsections (2) and (4)”. 

259  Alternative amount on account of appropriate tax   

(1) For the purposes of this section-

(a) interest shall be treated, if not otherwise so treated, as accruing from day to day, and

(b) references to "general crediting date", as respects a relevant deposit taker, shall be construed as references to a date on which the relevant deposit taker credits to all, or to the majority, of relevant deposits held by it on that date interest accrued due on those deposits (whether or not the interest is added to the balances on the relevant deposits on that date for the purpose of calculating interest due at some future date). 

(2) Where for any year of assessment the amount of appropriate tax due and payable by a relevant deposit taker for that year under section 258 is less than the amount of appropriate tax which would have been so due and payable by the relevant deposit taker for that year if the total amount of the interest which had accrued, in the period of 12 months ending on-

(a) the general crediting date as respects that relevant deposit taker falling in that year of assessment, 

(b) if there is more than one general crediting date as respects that relevant deposit taker falling in that year of assessment, the last such date, or 

(c) if there is no general crediting date as respects that relevant deposit taker falling in that year of assessment, the [31 December]1 in that year,

on all relevant deposits held by the relevant deposit taker in that period (and no more) had been paid by it in that period, this section shall apply to that relevant deposit taker for the year of assessment succeeding that year of assessment and for each subsequent year of assessment.

(3) Notwithstanding anything in section 258, where this section applies to a relevant deposit taker for any year of assessment, section 258(4) shall not apply to the relevant deposit taker for that year of assessment but subsection (4) shall apply to that relevant deposit taker for that year and, as respects that relevant deposit taker for that year, any reference in the Tax Acts (apart from this section) to section 258(4) shall be construed as a reference to subsection (4).

(4) (a)
Notwithstanding section 258(3), a relevant deposit taker shall for each year of assessment pay to the Collector-General, within 15 days of the 5th day of October in that year of assessment, an amount on account of appropriate tax which shall be not less than the amount determined by the formula set out in the Table to this paragraph, and any amount on account of appropriate tax so paid by the relevant deposit taker for a year of assessment shall be treated as far as may be as a payment on account of any appropriate tax due and payable by it for that year of assessment under section 258(3).

TABLE

A - (B - C)


where-

A 
is the amount of appropriate tax which would be due and payable by the relevant deposit taker for the year of assessment (in this Table referred to as "the relevant year") in accordance with section 258(3) if the total amount of the relevant interest which had accrued in the period of 12 months ending on the 5th day of October in the relevant year on all relevant deposits held by the relevant deposit taker in that period (and no more) had been paid by it in the relevant year,

B 
is the amount of appropriate tax which was due and payable by the relevant deposit taker for the year of assessment preceding the relevant year in accordance with section 258(3), and 

C
is an amount equal to the lesser of the amount at B and the amount treated, in accordance with this subsection or section 258(4), as paid by the relevant deposit taker on account of the appropriate tax due and payable by it for the year of assessment preceding the relevant year.

(b) Where the amount on account of appropriate tax paid by a relevant deposit taker for any year of assessment under this subsection exceeds the amount of appropriate tax due and payable by it for that year of assessment under section 258(3), the excess shall be carried forward and shall be set off against any amount due and payable under this subsection or section 258(3) by the relevant deposit taker for any subsequent year of assessment (any such set-off being effected as far as may be against an amount so due and payable at an earlier date rather than at a later date).

 Amendments


 Substituted by FA 2001 s 77(2) and Sch 2 paras 17(b) and 61(c)  for the short tax “year” 2001 and later tax years; previously “the 5th day of April”.

260  Provisions supplemental to sections 258 and 259   

 (1) In this section-

"specified deposit" means a relevant deposit made on or after the 28th day of March, 1996, in respect of which specified interest is payable other than such a deposit-


(a) which is held in a special savings account, or


(b) in respect of which-

 (i) the interest payable is to any extent linked to or determined by changes in a stock exchange index or any other financial index,

 (ii) arrangements were, or were being put, in place by the relevant deposit taker before the 28th day of March, 1996, to accept such a deposit, and

(iii) the deposit is made on or before the 7th day of June, 1996;

"specified interest" means interest in respect of a specified deposit, other than so much of the amount of that interest as-

(a) is payable annually or at more frequent intervals, or

(b) cannot be determined until the date of payment of such interest, notwithstanding that the terms under which the deposit was made are complied with fully.

(2) (a)
Subject to this section, specified interest shall for the purposes of section 258 be deemed-

 (i) to accrue from day to day, and

 (ii) to be relevant interest paid by the relevant deposit taker in each year of assessment to the extent that-

 (I) it is deemed to accrue in that year of assessment, and

 (II)it is not paid in that year of assessment,

and the relevant deposit taker shall account for appropriate tax accordingly.

(b) The amount of specified interest deemed to be relevant interest paid by a relevant deposit taker in any year of assessment by virtue of this subsection shall not be less than such amount as would be deductible in respect of interest or any other amount payable on the specified deposit in computing the income of the relevant deposit taker for the year of assessment if the year of assessment were an accounting period of the relevant deposit taker.

(3) (a)
Where apart from subsection (2) a relevant deposit taker makes a payment of relevant interest which is or includes specified interest, the relevant deposit taker shall-

 (i) deduct out of the whole of the amount of that payment the appropriate tax in relation to that payment in accordance with section 257, and

 (ii) account for that appropriate tax under section 258,

and that appropriate tax shall be due and payable by the relevant deposit taker in accordance with section 258.

(b) So much of the amount of appropriate tax paid by the relevant deposit taker by virtue of subsection (2) as is referable to specified interest included in a payment of relevant interest referred to in paragraph (a) shall be set off against any amount of appropriate tax due and payable by the relevant deposit taker for the year of assessment in which that payment of interest is made or against any amount, or amount on account of, appropriate tax due and payable by it for a year of assessment subsequent to that year (any such set-off being effected as far as may be against an amount so due and payable at an earlier date rather than at a later date).

(4) Subsection (2) shall not apply for any year of assessment where, for that year of assessment and all preceding years of assessment-

(a) in accordance with section 258(4) or 259(4), as may be appropriate, a relevant deposit taker makes a payment on account of appropriate tax in respect of specified interest as if, in relation to each specified deposit held by it, the references-

 (i) in section 258(4), to the period beginning on [1 January]1, and ending on the 5th day of October in the year of assessment, and

 (ii) in section 259(4), where it occurs in the meaning assigned to "A", to the period of 12 months ending on the 5th day of October in the relevant year,

were a reference to the period beginning on the date on which the specified deposit was made and ending on the 5th day of October in the year of assessment, and

(b) the full amount payable on account of appropriate tax by the relevant deposit taker in that year of assessment in accordance with section 258(4) or 259(4), including any amount payable in accordance with those sections as modified by paragraph (a), before the set-off of any amount on account of appropriate tax paid in an earlier year of assessment, does not exceed the appropriate tax payable by the relevant deposit taker for that year of assessment.

Amendments


 Substituted by FA 2001 s 77(2) and Sch 2 paras 18 and 61(e)  for 2002 and later tax years; previously “the 6th day of April”.

261  Taxation of relevant interest, etc   

Notwithstanding anything in the Tax Acts-

(a) no part of any interest paid by a building society in respect of any shares in the society shall be treated for the purposes of the Corporation Tax Acts as a distribution of the society or as franked investment income of any company resident in the State;

(b) except where otherwise provided for in section 267, no repayment of appropriate tax in respect of any relevant interest shall be made to any person receiving or entitled to the payment of the relevant interest who is not a company within the charge to corporation tax in respect of the payment;

(c) 
[(i) the amount of any payment of relevant interest shall be regarded as income chargeable to tax under Case IV of Schedule D, and under no other Case or Schedule, and shall be taken into account in computing the total income of the person entitled to that amount, but, in relation to such a person (being an individual)-


(I) except for the purposes of a claim to repayment under section 267(3), the specified amount within the meaning of section 187 or 188 shall, as respects the year of assessment for which he or she is to be charged to income tax in respect of the relevant interest, be increased by the amount of that payment,


(II) the part of taxable income on which he or she is charged to income tax at the standard rate for that year shall be increased by the part of such relevant interest which comes within [paragraph (b) of the definition]1 of "appropriate tax" in section 256(1), and


(III) as respects any part of relevant interest which comes within paragraph (c) of the definition of "appropriate tax" in section 256(1), the person shall be chargeable to tax at the rate at which tax was deducted from that relevant interest,


and]2

 (ii) where the specified amount is so increased, references in sections 187 and 188 to-


 (I) income tax payable shall be construed as references to the income tax payable after credit is given by virtue of section 59 for appropriate tax deducted from the payment of relevant interest, and

 
(II) a sum equal to twice the specified amount shall be construed as references to a sum equal to the aggregate of-



(A) twice the specified amount (before it is so increased), 
and 



(B) the amount of the payment of relevant interest;

(d) section 59 shall apply as if a reference to appropriate tax deductible by virtue of this Chapter were contained in paragraph (a) of that section. 

Amendments

  1   Substituted by FA 2001 s 55(c) with effect from 6 April 2001; previously “paragraph (b) or the definition”. 

 2   Para (c)(i) substituted by FA 2000 s 28(2) with effect from 6 April 2000. 

261A Taxation of interest on special term accounts 

[(1) Where interest is paid by a relevant deposit taker in respect of a relevant deposit held in a special term account, such interest shall be relevant interest for the purposes of this Chapter only to the extent provided for in this section. 

[(2) Interest paid in a year of assessment in respect of a relevant deposit held in a medium term account shall— 

  (a)    be relevant interest only to the extent that such interest exceeds €480, and 

  (b)    as respects the first €480 of such interest, be exempt from income tax and shall not be reckoned in computing total income for the purposes of the Income Tax Acts. 

 (3) Interest paid in a year of assessment in respect of a relevant deposit held in a long term account shall— 

  (a)    be relevant interest only to the extent that such interest exceeds €635, and 

  (b)    as respects the first €635 of such interest, be exempt from income tax and shall not be reckoned in computing total income for the purposes of the Income Tax Acts.]1 

 (4) Where an individual opens a medium term account, the individual may subsequently make an election in writing to the relevant deposit taker to have the account converted to a long term account. 

 (5) Where an election is made in accordance with subsection (4), interest paid in a year of assessment which commences on or after the date the election is made shall— 

 (a)    be relevant interest only to the extent that such interest exceeds €635, and 

 (b)    as respects the first €635 of such interest, be exempt from income tax and shall not be reckoned in computing total income for the purposes of the Income Tax Acts.]2 

 (6) Subject to subsection (8), section 261 shall apply in relation to any relevant interest paid in respect of a relevant deposit held in a special term account, as if the following paragraph were substituted for paragraph (c) of that section: 

  “(c)    the amount of any payment of relevant interest paid in respect of any relevant deposit held in a special term account shall not, except for the purposes of a claim to repayment under section 267(3) in respect of the appropriate tax deducted from such relevant interest, be reckoned in computing total income for the purposes of the Income Tax Acts;”. 

 (7) An account shall cease to be a special term account if any of the conditions specified in section 264A(1) cease to be satisfied, and where that occurs— 

  (a)    all interest paid on or after the occurrence in respect of relevant deposits held in the account shall be relevant interest, 

  (b)    all interest (in this paragraph referred to as “past interest”) paid prior to the occurrence, in respect of relevant deposits held in the account, shall be treated by the relevant deposit taker as relevant interest to the extent that such interest has not already been treated as relevant interest, and— 

 (i)    the provisions of section 257(1) shall apply as if the payment of past interest was being made on the date of the occurrence, and 

 (ii)    where on that date the past interest has already been withdrawn from the account— 

   (I)    the relevant deposit taker shall deduct from the relevant deposits held in the account on that date, an amount equal to the amount of the appropriate tax which would have been deducted from the past interest under subparagraph (i), but for the withdrawal, and such amount shall be treated as appropriate tax, and 

   (II)     the provisions of paragraphs (b) and (c) of section 257(1) shall apply to such deduction as they apply to a deduction from relevant interest. 

 (8) Subsection (6) shall not apply to any interest in respect of any relevant deposit held in the account which is paid, or by virtue of subsection (7) treated as paid, on or after the date on which the account ceases to be a special term account.]3 

 Amendments  

 1   Subss (2)-(3) substituted by FA 2002 s 21(b)(i) with effect from 1 January 2002. 

 2   Subs (5) substituted by FA 2002 s 21(b)(ii) with effect from 1 January 2002. 

 3   Section 261A inserted by FA 2001 s 57(1)(a)(ii) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

262  Statement furnished by relevant deposit taker   

A relevant deposit taker shall, when requested to do so by any person entitled to any relevant interest on a relevant deposit held by the relevant deposit taker, furnish to that person, as respects any payment of such relevant interest, a statement showing-


(a) the amount of that payment,


(b) the amount of appropriate tax deducted from that payment,


(c) the net amount of that payment, and 


(d) the date of that payment.

263  Declarations relating to deposits of non-residents   

(1) The declaration referred to in paragraph (g)(ii) of the definition of "relevant deposit" in section 256(1) shall be a declaration in writing to a relevant deposit taker which-

(a) is made by a person (in this section referred to as "the declarer") to whom any interest on the deposit in respect of which the declaration is made is payable by the relevant deposit taker and is signed by the declarer,

(b) is made in such form as may be prescribed or authorised by the Revenue Commissioners,

(c) declares that at the time when the declaration is made the person beneficially entitled to the interest in relation to the deposit is not, or, as the case may be, all of the persons so entitled are not, resident in the State,

(d) contains as respects the person or, as the case may be, each of the persons mentioned in paragraph (c)-

(i) the name of the person,

(ii) the address of the person's principal place of residence, and 

(iii) the name of the country in which the person is resident at the time the declaration is made,

(e) contains an undertaking by the declarer that if the person or, as the case may be, any of the persons mentioned in paragraph (c) becomes resident in the State, the declarer will notify the relevant deposit taker accordingly, and 

(f) contains such other information as the Revenue Commissioners may reasonably require for the purposes of this Chapter;

and a declaration made before the 27th day of May, 1986, in a form authorised by the Revenue Commissioners under paragraph (22) of Financial Resolution No. 12 passed by Dáil Éireann on the 30th day of January, 1986, shall be deemed for the purposes of this Chapter to be a declaration of the kind mentioned in this subsection.

(2) (a)
A relevant deposit taker shall-

 

(i) keep and retain for the longer of the following periods-

 


 (I) a period of 6 years, and 

 (II) a period which, in relation to the deposit in respect of which the declaration is made, ends not earlier than 3 years after the date on which the deposit is repaid or, as the case may be, becomes a relevant deposit, and

 (ii) on being so required by notice given to it in writing by an inspector, make available to the inspector, within the time specified in the notice,

all declarations of the kind mentioned in subsection (1) which have been made in respect of deposits held by the relevant deposit taker.

     (b) The inspector may examine or take extracts from or copies of any declarations made available to him or her under paragraph (a).

264  Conditions and declarations relating to special savings accounts 

(1) The following are the conditions referred to in paragraph (a) of the definition of "special savings account" in section 256(1):

(a) the account shall be designated by the relevant deposit taker as a special savings account;

(b) the account shall not be denominated in a foreign currency;

(c) the account shall not be connected with any other account held by the account holder or any other person; and for this purpose an account shall be connected with another account if-

 (i) (I) either account was opened with reference to the other account, or with a view to enabling the other account to be opened on particular terms, or with a view to facilitating the opening of the other account on particular terms, and

 (II) the terms on which either account was opened would have been significantly less favourable to the account holder if the other account had not been opened,

or

(ii) the terms on which either account is operated are altered or affected in any way whatever because of the existence of the other account;

(d) no withdrawal of money shall be made from the account within the period of 3 months commencing on the date on which it is opened;

(e) the terms under which the account is opened shall require the individual to give a minimum notice of 30 days to the relevant deposit taker in relation to the withdrawal of any money from the account;

(f) all moneys held in the account shall be subject to the same terms;

(g) there shall not be any agreement, arrangement or understanding in existence, whether express or implied, which influences or determines, or could influence or determine, the rate (other than an unspecified and variable rate) of interest which is paid or payable, in respect of the relevant deposit or relevant deposits held in the account, in or in respect of any period which is more than 24 months;

(h) interest paid or payable in respect of the relevant deposit or relevant deposits held in the account shall not directly or indirectly be linked to or determined by any change in the price or value of any shares, stocks, debentures or securities listed on a stock exchange or dealt in on an unlisted securities market;

(I) the relevant deposit or the aggregate of the relevant deposits held in the account, including any relevant interest added to that deposit or those deposits, shall not at any time exceed [€63,500]1;

(j) the account shall not be opened by or held in the name of an individual who is not of full age;

(k) the account shall be opened by and held in the name of the individual beneficially entitled to the relevant interest payable in respect of the relevant deposit or relevant deposits held in the account; 

(l) except in the case of an account opened and held jointly only by a couple married to each other, the account shall not be a joint account; 

(m) except in the case of an account opened and held jointly only by a couple married to each other, either the same or any other relevant deposit taker shall not simultaneously hold another special savings account opened and held by an individual;

(n) in the case of an account opened and held jointly only by a couple married to each other, they shall not simultaneously hold (either with the same or any other relevant deposit taker) any other special savings account either individually or jointly other than one other such account opened and held jointly by them. 

(2) The declaration referred to in paragraph (b) of the definition of "special savings account" in section 256(1) shall be a declaration in writing to a relevant deposit taker which-

(a) is made by the individual (in this section referred to as "the declarer") to whom any interest payable in respect of the relevant deposit or relevant deposits held in the account in respect of which the declaration is made is payable by the relevant deposit taker, and is signed by the declarer,

(b) is made in such form as may be prescribed or authorised by the Revenue Commissioners, 

(c) declares that at the time when the declaration is made the conditions referred to in paragraphs (j) to (n) of subsection (1) are satisfied in relation to the account in respect of which the declaration is made,

(d) contains the full name and address of the individual beneficially entitled to the interest payable in respect of the relevant deposit or relevant deposits held in the account in respect of which the declaration is made, 

(e) contains an undertaking by the declarer that, if the conditions referred to in paragraphs (j) to (n) of subsection (1) cease to be satisfied in respect of the account in respect of which the declaration is made, the declarer will notify the relevant deposit taker accordingly, and 

(f) contains such other information as the Revenue Commissioners may reasonably require for the purposes of this Chapter.

(3) Subsection (2) of section 263 shall apply as respects declarations of the kind mentioned in this section as it applies as respects declarations of the kind mentioned in that section. 

(4) Section 261 shall apply in relation to any relevant interest paid in respect of any relevant deposit held in a special savings account as if the following paragraph were substituted for paragraph (c) of that section:

"(c) the amount of any payment of relevant interest (being relevant interest paid in respect of any relevant deposit held in a special savings account) shall not, except for the purposes of a claim to repayment under section 267(3) in respect of the appropriate tax deducted from such relevant interest, be reckoned in computing total income for the purposes of the Income Tax Acts,". 

(5) An account shall cease to be a special savings account if any of the conditions mentioned in subsection (1) cease to be satisfied, and subsection (4) shall not apply to any relevant interest in respect of any relevant deposit held in the account which is paid on or after the date on which the account ceases to be a special savings account. 

Amendments

1  Substituted by FA 2001 s240(1), (2)(a) and Sch 5 Pt 1 for 2002 and later tax years; previously “£50,000”.

  264A Conditions and declarations relating to special term accounts 
[(1) The following are the conditions referred to in subparagraph (i) of the definition of “special tern account” in the section 256(1):

 (a)    the account shall be opened and designated by the relevant deposit taker as a medium term account or, as the case may be, a long term account; 

  (b)    the account shall not be denominated in a foreign currency; 

  (c)    the account shall not be connected with any other account held by the account holder or any other person; and for this purpose an account shall be connected with another account if— 

  (i)  (I)    either account was opened with reference to the other account, or with a view to enabling the other account to be opened on particular terms, or with a view to facilitating the opening of the other account on particular terms, and 

       (II)     the terms on which either account was opened would have been significantly less favourable to the account holder if the other account had not been opened, 

  or 

 (ii)    the terms on which either account is operated are altered or affected in any way whatever because of the existence of the other account; 

(d)    all relevant deposits held in the account shall be subject to the same terms; 

(e)    there shall not be any agreement, arrangement or understanding in existence, whether express or implied, which influences or determines, or could influence or determine, the rate (other than an unspecified and variable rate) of interest which is paid or payable, in respect of the relevant deposit or relevant deposits held in the account, in or in respect of any period which is more than 12 months; 

(f)    interest paid or payable in respect of the relevant deposit or relevant deposits held in the account shall not directly or indirectly be linked to or determined by any change in the price or value of any shares, stocks, debentures or securities listed on a stock exchange or dealt in on an unlisted securities market; 

(g)    the account shall not be opened by or held in the name of an individual who is under 16 years of age; 

(h)    the account shall be opened by and held in the name of the individual beneficially entitled to the relevant interest payable in respect of the relevant deposit or relevant deposits held in the account; 

  (i)    the account may be held jointly by not more than 2 individuals; 

[(j)    an individual shall not simultaneously hold whether solely or jointly— 

  (I)    a special term share account, or 

  (II)    subject to paragraph (k), another special term account;]1 

(k)    where the account is held jointly by individuals who are married to each other they may simultaneously hold one other such account jointly; 

(l)    subject to paragraphs (m) and (n), the amount of a deposit or the aggregate amount of deposits which may be made to an account in any one month shall not exceed [€635];2 
(m)    at the time an individual opens an account with a relevant deposit taker, a deposit consisting of all or part of the relevant deposits of the individual which are at that time held by the same relevant deposit taker, may be transferred to the account; 

(n)    otherwise than by way of a transfer under paragraph (m) a deposit of not more than [€7,620]3 may be made by an individual once and only once to an account during the period in which the account is a special term account; 

(o)    any interest credited to the account by the relevant deposit taker shall not be treated as a deposit for the purposes of paragraph (l) or (p), but such interest may not be withdrawn from the account, otherwise than in accordance with paragraph (q), unless the withdrawal is made within the period of 12 months from the date it was so credited; 

(p)    subject to paragraph (q), a deposit may not be withdrawn from an account held by an individual within— 

(i) 3 years from the date the deposit was made, in the case of a medium term account, and 

(ii) 5 years from the date the deposit was made, in the case of a long term account, otherwise than on the death of the individual or, where the account is an account held jointly by 2 individuals, on the death of one of them; 

(q)    one and only one withdrawal may be made from an account by an individual who is 60 years of age or over on the date of the withdrawal, provided that the account was opened when the individual was under that age. 

 (2) The declaration referred to in subparagraph (ii) of the definition of “special term account” in section 256(1) shall be a declaration in writing to a relevant deposit taker which— 

(a) is made by the individual (in this subsection referred to as “the declarer”) who holds the account in respect of which the declaration is made …,4 
(b) is signed by the declarer, 

(c) is made in such form as may be prescribed or authorised by the Revenue Commissioners, 

(d) declares that at the time when the declaration is made the conditions referred to in paragraphs (g), (h), (j) and (k) of subsection (1) are satisfied in relation to the account in respect of which the declaration is made, 

(e) contains the full name and address of the declarer, 

(f) contains an undertaking by the declarer that, if the conditions referred to in paragraphs (g), (h), (j) and (k) of subsection (1) cease to be satisfied in respect of the account in respect of which the declaration is made, the declarer will notify the relevant deposit taker accordingly, and 

(g) contains such other information as the Revenue Commissioners may reasonably require for the purposes of this Chapter. 

 (3) Section 263(2) shall apply as respects declarations of the kind mentioned in this section as it applies as respects declarations of the kind mentioned in that section.]5 

Amendments  

1 Subs (1)(j) substituted by FA 2002 s 21(c)(i) with effect from 1 January 2002. 

2 Substituted by FA 2001 s 57(1)(a)(v)(I) for 2002 and later tax years; previously “£500”. 

3 Substituted by FA 2001 s 57(1)(a)(v)(II) for 2002 and later tax years; previously “£6,000”. 

4 Deleted by FA 2002 s 21(c)(ii) with effect from 1 January 2002; previously “is payable”. 

5 Section 264A inserted by FA 2001 s 57(1)(a)(iv) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

264B Returns of special term accounts by relevant deposit takers 

[(1) In this section “appropriate inspector” means— 

(a) the inspector who has last given notice in writing to the relevant deposit taker that he or she is the inspector to whom the relevant deposit taker is required to deliver the return referred to in subsection (2), or 

(b)   (b)    where there is no such inspector as is referred to in paragraph (a), the inspector of returns specified in section 950. 

  (2) On or before 31 March in each year of assessment, every relevant deposit taker shall prepare and deliver to the appropriate inspector a return, in such form as may be prescribed or authorised by the Revenue Commissioners specifying— 

 (a)    the name and address of the holder or holders, as the case may be, of each special term account which was opened during the previous year of assessment, 

 (b)    whether such account is a medium term account or a long term account, and 

 (c)    the date of opening of such account. 

 (3) Sections 1052 and 1054 shall apply to a failure by a relevant deposit taker to deliver a return required by subsection (2) and to each and every such failure, as they apply to a failure to deliver a return referred to in section 1052.]1 

Amendments

  1   Section 264B inserted by FA 2001 s 57(1)(a)(iv) with effect from such date as the Minister for Finance may by order or orders appoint. This amendment came into operation with effect from 1 January 2002 - Finance Act 2001 (Section 57) (Commencement) Order 2001, SI No 596 of 2001, refers. 

265 Deposits of companies and pension schemes 

[Where a return is required to be made by a relevant deposit taker under section 891 in respect of interest on a deposit which is a deposit of a kind referred to in paragraph (f) of the definition of “relevant deposit” in section 256, that return shall, in addition to the matters which shall be included on the return by virtue of section 891, include the tax reference number (within the meaning of section 885) of the person beneficially entitled to the interest and where, in the case of a pension scheme, there is no such number, with the number assigned by the Revenue Commissioners to the employer to whom the pension scheme relates.]1 
Amendments  

 1   Section 265 substituted by FA 2002 s 20(1)(b) as respects deposits made on or after 25 March 2002. 

266 Declarations relating to deposits of charities 

[Where a return is required to be made by a relevant deposit taker under section 891 in respect of interest on a deposit which is a deposit of a kind referred to in paragraph (h) of the definition of “relevant deposit” in section 256, that return shall, in addition to the matters which shall be included on that return by virtue of section 891, include the reference number assigned to that person by the Revenue Commissioners in recognition of that person’s entitlement to exemption from tax under section 207 and known as the charity (CHY) number.]1 

Amendments  

1   Section 266 substituted by FA 2002 s 20(1)(c) as respects deposits made on or after 25 March 2002. 

267 Repayment of Appropriate tax in certain cases 

(1) In this section, “relevant person” means an individual who proves to the satisfaction of the inspector or, on appeal, to the Appeal Commissioners that— 

 (a)    at some time during the relevant year the individual or his or her spouse was of the age of 65 years or over, or 

 (b)    throughout the relevant year the individual or his or her spouse was, or as on and from some time during the relevant year the individual or his or her spouse became, permanently incapacitated by reason of mental or physical infirmity from maintaining himself or herself. 

(2) Notwithstanding section 261(b), repayment of appropriate tax in respect of any relevant interest shall be made to a person entitled to exemption in respect of that interest— 

(a)    from income tax under Schedule D by virtue of [section 189A(2) or]1 section 207(1)(b), or 

(b)    from corporation tax by virtue of section 207(1)(b) as it applies for the purposes of corporation tax by virtue of section 76(6). 

 (3) Where in any year of assessment (in this subsection referred to as “the relevant year”) the total income of a relevant person includes any relevant interest [or would, but for the provisions of section 189(2), section 189A(3) or section 192(2), have included relevant interest,]2 and apart from section 261(b) the relevant person would be entitled to repayment of the whole or any part of the appropriate tax deducted from that relevant interest, then, notwithstanding section 261(b), the repayment to which the relevant person would be so entitled may be made to the relevant person on the making by the relevant person to the inspector, not earlier than the end of the relevant year, of a claim in that behalf. 

Amendments  

 1   Inserted by FA 1999 s 12(b)(i) in respect of relevant interest paid on or after 6 April 1997. 

 2   Inserted by FA 1999 s 12(b)(ii) in respect of relevant interest paid on or after 6 April 1997. 

 S246A  

(1) In this section— 

‘approved denomination’, in relation to a wholesale debt instrument, means a denomination of not less than—

(a) in the case of an instrument denominated in euro, €500,000;

(b) in the case of an instrument denominated in United States Dollars, US$500,000; or

(c) in the case of an instrument denominated in a currency other than euro or United States Dollars, the equivalent in that other currency of €500,000;

and, for the purposes of this definition, the equivalent of an amount of euro 

in another currency shall be determined by reference to the rate of exchange—

(i) in the case of instruments issued under a programme, at the time the programme under which the instrument is to be issued is first publicized; or

(ii) in the case of all other instruments, on the date of issue of the instrument;

‘Revenue officer’ means an officer of the Revenue Commissioners;

‘certificate of deposit’ means an instrument, either in physical or electronic form, relating to money in any currency which has been deposited with the issuer or some other person, being an instrument—

(a) issued by a financial institution,

(b) which recognizes an obligation to pay a stated amount to bearer or to order, with or without interest, and

(c) (i) in the case of instruments held in physical form, by the delivery of

which, with or without endorsement, the right to receive the stated amount is transferable, or

(ii) in the case of instruments held in electronic form, in respect of which the right to receive the stated amount is transferable;

‘commercial paper’ means a debt instrument, either in physical or electronic form, relating to money in any currency, which—

(a) is issued by—

(i) a financial institution, or

(ii) a company that is not a financial institution,

(b) recognizes an obligation to pay a stated amount,

(c) carries a right to interest or is issued at a discount or at a premium, and

(d) matures within 2 years;

‘financial institution’ has the same meaning as it has in section 906A;

‘relevant person’ means the person by or through whom a payment in respect of a wholesale  debt instrument is made;

‘tax reference number’ has the meaning assigned to it by section 885;

‘wholesale debt instrument’ means a certificate of deposit or commercial paper, as appropriate.

(2) (a) In this section and in any other provision of the Tax Acts or the Capital Gains Tax Acts which applies this subsection, ‘recognised clearing sys-tem’ means the following clearing systems—

(i) Bank One NA, Depository and Clearing Centre,

(ii) Central Moneymarkets Office,

(iii) Clearstream Banking SA,

(iv) Clearstream Banking AG,

(v) CREST,

(vi) Depository Trust Company of New York,

(vii) Euroclear,

(viii) Monte Titoli SPA,

(ix) Netherlands Centraal Instituut voor Giraal Effectenverkeer BV,

(x) National Securities Clearing System,

(xi) Sicovam SA,

(xii) SIS Sega Intersettle AG, and

(xiii) any other system for clearing securities which is for the time being designated, for the purposes of this section or any other provision of the Tax Acts or the Capital Gains Tax Acts which applies this subsection, by order of the Revenue Com-missioners under paragraph (b) as a recognised clearing system.

(b) For the purposes of this section and sections 64 and 739B, the Revenue

Commissioners may, designate by order one or more than one system for clearing securities as a ‘recognised clearing system’.

(c) An order of the Revenue Com-missioners under paragraph (b) may—

(i) contain such transitional and other supplemental provisions as appear to the Revenue Com-missioners to be necessary or expedient, and

(ii) be varied or revoked by a sub-sequent order.

(3) As respects any payment made in respect of a wholesale debt instrument—

(a) if either—

(i) the person by whom the payment is made, or

(ii) the person through whom the payment is made, is not resident in the State and the payment is not made by or through a branch or agency through which a company not resident in the State carries on a trade or business in the State, and

(I) the wholesale debt instrument is held in a recognised clearing system, and

(II) the wholesale debt instrument is of an approved denomination, then—

(A) section 246(2) shall not apply to that payment, and

(B) the wholesale debt instrument shall not be treated as a relevant deposit (within the meaning of section 256) for the purposes of Chapter 4 of this Part,

or

(b) (i) if either—

(I) the person by whom the payment is made, or 

(II) the person through whom the payment is made, is resident in the State or the payment is made either by or through a branch or agency through which a company not resident in the State carries on a trade or business in the State,and

     (ii) (I) the wholesale debt instrument is held in a recognized clearing system and

is of an approved denomination, or

(II) the person who is beneficially entitled to the interest is a resident of the State and has provided the person’s tax reference number to the relevant person, or 

(III) the person who is the beneficial owner of the whole-sale

debt instrument and who is beneficially entitled to the interest is not resident

in the State and has made a declaration of the kind described in subsection (5),

then, subject to subsection (4) or (5)—

   (A) section 246(2) shall not apply to that payment, and

(B) the wholesale debt instrument shall not be treated as a relevant deposit (within the meaning of section 256) for the purposes of Chapter 4 of this Part.

(4)  A relevant person who makes a payment in respect of a wholesale debt instrument shall as respects a case which is within paragraph (b)(ii)(I) or (b)(ii)(II), as the case may be, of subsection (3) and which is not within paragraph (a) of that subsection—

(a) (i) be regarded as a person to whom section 891(1) applies as respects that case, if that provision would not otherwise apply to that person,

(ii) be regarded as a ‘relevant person’ (within the meaning of section 894) for the purposes of that section as respects that case, if that person would not otherwise be a ‘relevant person’ (within that meaning), and 

(iii) in addition to the matters to be included in a return to be made under section 891 for a chargeable period (within the meaning of section 321(2)), include on that return, in respect of that case, the tax reference number

of the person to whom the payment was made, and

(b) on being so required by notice given in writing by a Revenue officer, in relation to any person named by the officer in the notice, deliver an account in writing of the amount of any payment made in respect of a wholesale debt instrument to that person together with details of the person’s name and address and tax reference number if such details have not been included in a return made by that person under section 891.

(5) The declaration referred to in subsection (3)(b)(ii)(III) is a declaration in writing to a relevant person which—

(a) is made by a person (in this section referred to as ‘the declarer’) to

whom any payment in respect of which the declaration is made is pay-able

by the relevant person, and is signed by the declarer, (b) is made in such form as may be pre-scribedor authorised by the Revenue Commissioners,

(c) declares that at the time the declaration is made the person who is ben-eficially entitled to the interest is not resident in the State,

(d) contains as respects the person mentioned in paragraph (c)—

(i) the name of the person,

(ii) the address of that person’s principal place of residence, and

(iii) the name of the country in which that person is resident at the time that the declaration is made,

(e) contains an undertaking by the declarer that, if the person referred to in

paragraph (c) becomes resident in the State, the declarer shall notify the relevant person accordingly, and

(f) contains such other information as the Revenue Commissioners may

reasonably require for the purposes of this section.

(6) Where a relevant person is satisfied that any payment made by that person in respect of a wholesale debt instrument has been made to a person to whom paragraph (b)(ii)(II) or

(b)(ii)(III), as the case may be, of subsection (3) applies, the relevant person shall be entitled to continue to treat that person as a person to whom that paragraph applies until such time as the relevant person is in possession, or aware, of information which can reasonably be taken to indicate that that paragraph no longer applies to that person.

(7) (a) A relevant person shall—

(i) keep and retain for the longer of the following—

(I) a period of 6 years after the declaration is made, and

(II) a period which ends not earlier than 3 years after the latest date on which any payment in respect of which the declaration was made is paid, and

(ii) on being required by notice given in writing by a Revenue officer, make available to that officer within the time specified in the notice, 

all declarations of the kind mentioned in this section that have been made in respect of any payment made by the relevant person.

(b) A Revenue officer may examine or take extracts from or copies of any

declarations made available under paragraph (a).’’.

(2) Subsection (1) shall apply as respects a wholesale debt instrument (within the meaning of section 246A of the Principal Act) issued on or after such day as the Minister for Finance may appoint by order.

(3) (a) Section 64 of the Principal Act is amended, as respects a ‘‘quoted eurobond’’ (within the meaning of that section) issued on or after the date of the passing of this Act, by—

(i) deleting the definition of ‘‘recognised clearing system’’ in subsection (1),

(ii) inserting the following after subsection (1):

“(1A) The definition of ‘recognised clearing system’ in section 246A(2) applies for the purposes of this section as it applies for the purposes of section 246A.”,

and

(iii) deleting subsection (6).

(b) The Interest On Quoted Eurobonds (Designation of Registered Clearing Systems) Order 1995 (S. I. No. 15 of 1995) is revoked.

(c) Section 739B of the Principal Act is amended as on and from the passing of this Act by—

(i) deleting the definition of ‘‘recognised clearing sys-tem’’, and

(ii) inserting the following after subsection (1):

‘‘(1A) The definition of ‘recognised clearing sys-tem’ in section 246A(2) applies for the purposes of this Chapter as it applies for the purposes of section 246A.’’.

(4) Section 904A of the Principal Act is amended in subsection (3)(b) by substituting the following for subparagraph (ii):

“(ii) the relevant deposit taker is, in respect of each deposit in the sample of deposits, in possession of—

(I) a declaration mentioned in section 246A(3)(b)(ii)(III) or 263,

(II) the number referred to in paragraph (f)(ii) or (h)(ii) of the definition of ‘relevant deposit’ in section 256, or

(III) as respects a case within paragraph (b)(ii)(I) or (b)(ii)(II) of subsection (3) of section 246A, the tax reference number referred to in subsection (4)

of that section, as the case may be, and’’.

(5) Section 20 of the Finance Act 2002 is amended by substituting the following for subsection (2):

“(2) (a) Subject to paragraph (b), subsection (1) applies as respects deposits made on or after the date of the passing of this Act.

(b) Paragraph (b) (in so far as it relates to a pension scheme) and paragraph (c) of subsection (1) apply to interest paid or credited on or after 1 January 2003 in respect of a deposit made on or after the date of the passing of this Act.”.

11. Appendix III - Revenue practices - details

Paragraph 2.8 lists Revenue practices that allow for interest to be paid gross, without the deposit-taker obtaining a declaration of non-residence that would otherwise be required under Section 263, in certain circumstances and refers to conditions to be set out in this appendix.

11.6 Interest on certain Deposits 

The deposits referred to are in the form of Medium Term Notes (MTN). The conditions are as follows:

(1) The issuer will not sell any such deposit to Irish residents and will not offer any such deposit in Ireland;

 (2) As far as primary sales of such deposits are connected, the dealers as a matter of contract undertake to the issuer that their action in any jurisdiction will comply with the then applicable laws and regulations and that the dealers will also undertake as a matter of contract to the issuer that they will not knowingly make primary sales (or knowingly offer to do so, or distribute any material in that connection in Ireland) to any Irish residents or persons:

 (3) Statements to the effect of (2) above will be included in the information memorandum for the programme which will be available to investors (whether primary or secondary) at their request and that, in addition, the information memorandum will include wording to the following effect;

"Each dealer has confirmed that, with respect to these deposits, it will not knowingly offer to sell such instruments to an Irish resident, or to persons whose usual place of abode is Ireland and that it will not knowingly distribute or cause to be distributed in Ireland any offering material in connection with such instruments…”

 (4) The deposits are cleared through Euroclear, Clearstream International SA (formerly known as CEDEL) or Depository Trust Company or any other clearing system recognised for this purpose by the Revenue (save that such deposits represented by Definitive Bearer Notes may be taken out of Euroclear and Clearstream International SA and cleared outside those systems, it being acknowledged that Definitive Bearer Notes may be issued in exchange for interests in a Global Note held in Euroclear or Clearstream International SA (in accordance with the terms of the Global Note) and, in the case of Sterling, denomination Global Notes, on demand by the holder for as long as this is a requirement);

(5) The minimum denomination in which such a deposit is made will be £300,000 sterling or its equivalent.

11.7 Interest on short term deposits paid to certain bodies

The bodies referred to are the following:

· Building Societies of States outside the EU - those of States within the EU are exempt by virtue of Section 256, see paragraph 2.8 above,

· Regulated Mutual Funds where the deposit-taker has taken reasonable steps to ensure that the fund is not acting on behalf of Irish resident persons,

· Life Offices,

· Lloyds Syndicates,

· Local Authorities, and

· Regulated Finance Companies.

12. Appendix IV - Declaration forms for DIRT purposes

Forms F and H are included. The remaining forms to be obtained in electronic form and added.

12.1 Requirement to return details of interest paid gross

12.1.1 Notice referred to in Section 891(6) - Form F

      Form of Notice to be served by non-resident account holder.

Taxes Consolidation Act 1997, Section 891

       Description of Account



     I declare that the person who was beneficially entitled to the interest which was paid or credited in respect of money received or retained in the above stated account was not resident in the Republic of Ireland throughout the tax year ended 31 December ...............  and is not so resident at the date of this notice.

     I request that the interest so paid or credited shall not be included in any return to the Inspector of Taxes to be made under the above Section.

     I undertake to advise you without delay in the event of the person beneficially entitled for the time being to the interest becoming resident within the Republic of Ireland

                                                                    Signature

                                                                                         Date

To the Manager

12.1.2 Affidavit referred to in Section 891(6) - Form H

AFFIDAVIT  PURSUANT TO Section 891 (6), Taxes Consolidation Act 1997


1, .................................................................................(name in full)

    ................................................................................ (description)

    ................................................................................ (address)

aged 18 years and upwards make Oath and say as follows:

2.     I am the person to whom interest is paid or credited by

                               (Bank)                        (Branch) (“the Bank”) in respect of money received or retained on deposit and in respect of which I have served a notice in writing on the Bank pursuant to Section 891(6) of the Taxes Consolidation Act 1997.

3. My address and country of residence when the interest referred to in paragraph 1 hereof was paid or credited are set out below:

Address: 
..........................................................



..........................................................



..........................................................



..........................................................                                 

Country of residence:                                                                  

4. The name, address and country of residence of the person who was beneficially entitled to the interest referred to in paragraph 1 hereof when it was paid or credited are set out below:

Name:  
......................................................    (in full)

Address:     
......................................................



......................................................



......................................................



......................................................                                                

Country of residence:                                                               

Sworn before me by ...............................

(who is personally known to me) 



(who is identified to me by ...........................        

 who is personally known to me) 



at ...........................................................

This              day of



Commissioner for Oaths.

12.2 DIRT exemption - declarations 

12.2.1 Non-residents

12.2.1.1 Declaration by an individual

12.2.1.2 Declaration on behalf of an individual

12.2.1.3 Declaration by a non-resident company`

NON-RESIDENT DECLARATION

Declaration in accordance with Section 263, Taxes Consolidation Act, 1997.

(Declaration and undertaking by a Non-Resident Individual to a Relevant Deposit Taker)

A.   DEPOSIT TAKER





ACCOUNT NUMBER(S)

      Name__________________________________             

      Address________________________________     

_________________________________________    

__________________________________________      


B.   BENEFICIAL OWNER OF INTEREST ON DEPOSIT

       Name____________________________________________________________

       Address___________________________________________________________

_____________________________________________________________________

(“Address” in this part means the address of the person’s principal place of residence)

Country of Residence ___________________________________________________

(at the time this declaration is made)


C.  DECLARATION

      I hereby,

· declare that I am the beneficial owner of the interest on deposit mentioned at B above and that I am not resident in the State at the time this declaration is made, and

· undertake to notify you if I become resident in the State.

Signature :_______________________________________

Dated this : ________  day of  _______  20______

NON-RESIDENT DECLARATION

Declaration in accordance with Section 263, Taxes Consolidation Act, 1997.

(Declaration and undertaking on behalf of a Non-Resident Individual to a Relevant Deposit Taker)

A.   DEPOSIT TAKER





ACCOUNT NUMBER(S)

      Name__________________________________             

      Address________________________________         

__________________________________________        

__________________________________________


B.   BENEFICIAL OWNER OF INTEREST ON DEPOSIT

       Name____________________________________________________________

        Address___________________________________________________________

      _________________________________________________________________

(“Address” in this part means the address of the person’s principal place of residence)

      Country of Residence ___________________________________________________

      (at the time this declaration is made)


C.  DECLARATION

      I hereby,

· declare that the person mentioned at B above, the beneficial owner of the interest, is not resident in the State at the time this declaration is made, and


· undertake to notify you if that person becomes resident in the State


Name ___________________________________________________________________________

Capacity _________________________________________________________________________

Address/Business Address ___________________________________________________________

________________________________________________________________________________

Signature :_______________________________________

Dated this : ________  day of  _______   20_______

NON-RESIDENT DECLARATION

Declaration in accordance with Section 263, Taxes Consolidation Act, 1997.

(Declaration and undertaking by  a Non-Resident Company to a Relevant Deposit Taker)

A.   DEPOSIT TAKER





ACCOUNT NUMBER(S)

      Name__________________________________          

      Address________________________________         

       _____________________________________         

       _____________________________________


B.   BENEFICIAL OWNER OF INTEREST ON DEPOSIT

       Name____________________________________________________________

       Address___________________________________________________________

      ______________________________________________________________           (“Address” in this part means the address of the person’s principal place of residence)

        Country of Residence ___________________________________________________

        (at the time this declaration is made)


C.  DECLARATION

      I hereby,

· declare that the person mentioned at B above, the beneficial owner of the interest, is not resident in the State at the time this declaration is made, and


· undertake to notify you if that person becomes resident in the State


Signature of Company Secretary______________________________________________________

Dated this :________ day of ______________________  20_____

13. Appendix V – Minor declaration deficiencies

13.6 Introduction

Revenue expects declarations to be completed, in full, prior to signature by the declarer. As set out below, while auditors will not treat an account as liable by reason of minor deficiencies, deposit-takers will be expected to have rectified those deficiencies as they came to light.

Where it is stated that a deficiency may be rectified by annotation, the deposit-taker should, using a distinctively coloured ink, annotate the declaration:

· to insert the missing or corrected information, and 

· identifying the date of the amendment and the official who made it.  

In no other circumstance should a deposit-taker alter a declaration after it has been signed.
13.7  Missing account number


Where the account number is missing, but it is clear that a particular declaration relates to a particular account, it will be treated as a minor deficiency and can be corrected by annotation, thus validating the declaration retrospectively to the date of completion.

13.2.1 No deposit-taker specified

The omission of the name of a deposit-taker will be treated as a minor deficiency where the account number or a description of the account, included on the declaration, enables the deposit-taker to be identified.

Such a deficiency may be rectified by annotation.  

13.2.2 Error in the name of the deposit-taker  

Where the name of the deposit taker is incorrect, e.g. in a group situation, and the account number or description of the account enables the correct deposit taker to be identified, this will be treated as a minor deficiency and may be rectified by annotation.

13.2.3
Omission of address of deposit-taker

Such a deficiency may be rectified by annotation
13.2.4 Error in the address of the deposit-taker  

Where the address of the deposit taker is incorrect, e.g. in a group situation, and the account number or description of the account enables the correct deposit taker to be identified, this will be treated as a minor deficiency and may be rectified by annotation.

13.2.5 Failure to repeat address

The failure to give a person’s address in part of the declaration will be treated as a minor deficiency if it is given in another part of the declaration. Such a deficiency may be rectified by annotation.

13.2.6 Omission of name of declarer

The omission of the name of the declarer, who of course must have signed the declaration, will be treated as a minor deficiency if it is given in another part of the declaration. Such a deficiency may be rectified by annotation. 

13.2.7 Dating of declarations

The omission of a date may be rectified by annotation. This will be treated as a minor deficiency only in respect of interest credited after the date of the annotation unless the earlier existence of the declaration is supported by reliable evidence. 

13.2.8 Omission of country of residence

The omission of the beneficial owner’s country of residence will be treated as a minor deficiency if the country of residence can be determined from an address provided for that person on the declaration. Such a deficiency may be rectified by annotation.

13.2.9 Charities, Companies, and Pension Funds
Any declaration completed in the past will be regarded as valid from the date of completion, provided that it shows the name of the company, charity or pension scheme and the relevant number.   

14. Appendix VI - DIRT Audits: legislation, explanatory memorandum, statement of practice and guidance notes and instructions

14.6 Legislation - Section 904A

Section 904A Power of inspection: returns and collection of appropriate tax   

(1) In this section-

"amount on account of appropriate tax", "appropriate tax", "deposit", "interest", "relevant deposit taker", "relevant interest" and "return" have, respectively, the meaning assigned to them by section 256(1);

"auditor" means a person who is qualified, for the purposes of Part X of the Companies Act, 1990, for appointment as auditor of a company, or any other person whom the Revenue Commissioners consider suitable, having regard to his or her qualifications or experience, for appointment as an authorised officer;

"authorised officer" means-

(a) an officer of the Revenue Commissioners who is authorised by them in writing to exercise the powers conferred by this section, and

(b) an auditor who is authorised by the Revenue Commissioners in writing to exercise the powers conferred by this section in relation to an audit of the return of a named relevant deposit taker for a specified year or years of assessment;

"associated company", in relation to a relevant deposit taker, means a company which is itself a relevant deposit taker and which is the relevant deposit taker's associated company within the meaning of section 432;

"books, records or other documents" includes-

(a) any records used in the business of a financial institution, or used in the transfer department of a financial institution acting as registrar of securities, whether-

(i) comprised in bound volume, loose-leaf binders or other loose-leaf filing system, loose-leaf ledger sheets, pages, folios or cards, or

(ii) kept on microfilm, magnetic tape or in any non-legible form (by the use of electronics or otherwise) which is capable of being reproduced in a legible form, and

(b) every electronic or other automatic means, if any, by which any such thing in non-legible form is so capable of being reproduced, and

(c) documents in manuscript, documents which are typed, printed, stencilled or created by any other mechanical or partly mechanical process in use from time to time and documents which are produced by any photographic or photostatic process, and

(d)correspondence and records of other communications between a relevant deposit taker and a person to whom it pays interest;

"liability" in relation to a person means any liability in relation to tax to which the person is or may be, or may have been, subject, or the amount of such liability;

"tax" means any tax, duty, levy or charge under the care and management of the Revenue Commissioners.

(2) An authorised officer, having regard to Chapter 4 of Part 8, may at all reasonable times enter any premises or place of business of a relevant deposit taker for the purposes of auditing for a year of assessment-

(a) the return made by the relevant deposit taker of-

(i) the relevant interest paid by it in that year,

(ii) the appropriate tax in relation to the payment of that interest,

(iii) the amount of interest in respect of which an amount on account of appropriate tax is due and payable for that year, and

(iv) the amount on account of appropriate tax so due and payable, and

(b) whether payments of interest were properly made by the relevant deposit taker without deducting appropriate tax in relation to the payments.

(3) Without prejudice to the generality of subsection (2), the authorised officer may-

(a) examine the procedures put in place by the relevant deposit taker for the purpose of ensuring compliance by the relevant deposit taker with its obligations under section 257(2), and

(b) check a sample of accounts into which deposits, which have not been treated by the relevant deposit taker as relevant deposits, have been paid, to determine whether-

(i) the procedures referred to in paragraph (a) have been observed in practice and whether they are adequate,

(ii) the relevant deposit taker is, in respect of each deposit in the sample of deposits, in possession of a declaration mentioned in section 263, 265 or 266, as the case may be, and

(iii) there is information in the relevant deposit taker's possession which can reasonably be taken to indicate that one or more of such deposits is or may be a relevant deposit.
(4) Where an authorised officer in exercising or performing his or her powers and duties under this section has reason to believe that in respect of one or more deposits, the relevant deposit taker has incorrectly treated them as not being relevant deposits, the authorised officer may make such further enquiries as are necessary to establish whether there is a liability in relation to any person.

(5) An authorised officer may require a relevant deposit taker or an employee of the relevant deposit taker to produce books, records or other documents and to furnish information, explanations and particulars and to give all assistance, which the authorised officer reasonably requires for the purposes of his or her audit and examination under subsections (2) and (3), and, as the case may be, enquiries under subsection (4).

(6) An employee of a relevant deposit taker who fails to comply with the requirements of the authorised officer in the exercise or performance of the authorised officer's powers or duties under this section shall be liable to a penalty of €1,265.

(7) A relevant deposit taker which fails to comply with the requirements of the authorised officer in the exercise or performance of the authorised officer's powers or duties under this section shall be liable to a penalty of €19,045 and if that failure continues a further penalty of €2,535 for each day on which the failure continues.

Amendments since the introduction of Section 904A by the Finance Act 1999

Definitions of "auditor", "authorised officer" and "associated company" substituted for definition of "authorised officer" and subsections (6)-(9) substituted for subsections (6)-(7) by FA 2000 Section 68 with effect from 6 April 2000.

14.7 Notes for Guidance and Explanatory Memoranda

14.2.1 TAXES CONSOLIDATION ACT 1997, Section 904A

The following is an extract from the Notes for Guidance

904A - Power of inspection: returns and collection of appropriate tax

Summary

This power enables Revenue to audit the deposit interest retention tax (DIRT) returns of financial institutions.

Details

For the purposes of this section the definitions of “amount on account of appropriate tax”; “appropriate tax”; “deposit”; “interest”; “relevant deposit taker”; “relevant interest”; and “return” are imported from section 256. Definitions are also provided for “authorised officer”; “books, records or other documents”; “liability” in relation to a person; and “tax”.

An authorised officer may at all reasonable times enter any premises or place of business of a relevant deposit taker (essentially a financial institution) for the purposes of auditing the DIRT return for a year of assessment.

The audit procedures can include —

• examination of the procedures put in place by the institution to ensure compliance with section 257(2) which states that —

“A relevant deposit taker shall treat every deposit made with it as a relevant deposit unless satisfied that such a deposit is not a relevant deposit; but, where a relevant deposit taker has satisfied itself that a deposit is not a relevant deposit, it shall be entitled to continue to so treat the deposit until such time as it is in possession of information which can reasonably be taken to indicate that the deposit is or may be a relevant deposit.”.

(A relevant deposit is one which is subject to DIRT.)

• checking a sample of accounts which have been treated as being free of DIRT to determine whether —

- the procedures referred to above have been observed in practice and whether they are adequate; 

- the institution is in possession of the appropriate declarations under section 263, 265 or 266; and

- there is information in the institution’s possession indicating that the account should not have been treated as being free from DIRT.

Should the audit indicate that an account should not have been treated as being free from DIRT the authorised officer can make such further enquiries as are necessary to establish whether this indicates that someone has a tax liability.

The institution is required to afford reasonable assistance to the authorised officer in carrying out his or her duties under the section.

An employee of the institution or, as the case may be, the institution itself can be liable to a penalty for failure to afford such assistance.

14.2.2 FINANCE Act 2000, Section 68

The following is an extract from the Explanatory Memorandum.

Section 68 amends Chapter 4 of Part 38 of the Principal Act. That Chapter provides for Revenue audit powers. 

The first amendment is to Section 904A which is the power to conduct an audit of a return of Deposit Interest Retention Tax (DIRT). As well as such an audit being conducted by Revenue authorised officers it will now be capable of being conducted by a person specially appointed by the Revenue Commissioners whom they consider to have relevant qualifications or experience. Secondly, during the course of an audit of a relevant deposit taker, the auditor will be able, for the purposes of the audit, to seek relevant information from a company associated with the relevant deposit taker. Such a company can be either one which is under the same control as the relevant deposit taker, or a company which controls, or is controlled by the relevant deposit taker.

14.8 STATEMENT OF PRACTICE SP-GEN/1/99 - Revenue Powers (Finance Act 1999)

The relevant part of the statement is reproduced below.

Powers relating to verification of DIRT returns

Under Chapter 4 of Part 8 of the Taxes Consolidation Act, 1997,  “relevant deposit takers” (banks, building societies and other financial institutions) are required to deduct deposit interest retention tax (DIRT) from interest paid on deposit accounts.  No deduction of DIRT is required from interest on certain accounts (including interest paid to non-resident depositors who have made the required declaration) where the financial institution satisfies itself that under the terms of the legislation no such deduction is required.   A return of the DIRT deducted and payment of that tax are required to be made to the Collector General for each year of assessment.  A payment on account of that tax is also required during the year.   

Section 904A empowers an authorised officer to enter any premises or place of business of a “relevant deposit taker” for the purpose of auditing  DIRT returns. The authorised officer may check the procedures in place to ensure  compliance with the legislation and may check a sample of accounts which have been classified as exempt from DIRT to determine whether —

· the procedures in place have been observed in practice;

· the procedures are adequate;

· the deposit-taker has the required declarations;

· the deposit-taker has information in its possession which can reasonably be taken to indicate that one or more of such accounts is or may be liable to DIRT.

If, in the course of the audit, the authorised officer has reason to believe that interest on a deposit account should have been, but was not, subjected to DIRT, further enquiries can be made as are necessary to establish whether there is a tax liability in relation to any person.

The authorised officer may require a deposit-taker or an employee of a deposit-taker to produce books, records or other documents and to furnish information, explanations and particulars and to give assistance which the authorised officer reasonably requires for the purposes of the audit. 

Where the account of a depositor has been selected for checking in accordance with paragraph 8.2 above, the financial institution will be given the opportunity of so advising the depositor before the checking commences.  Where a depositor is to be subject to the further enquiries outlined in paragraph 8.3 above, appropriate advance notice will be given to the depositor by Revenue.

14.9 Finance Act 1999 - Revenue Powers - 



Guidance Notes and Instructions for Revenue staff

The relevant part of the Guidance Notes and Instructions for Revenue staff is reproduced below.

Power of Entry for purposes of Audit

This section gives an authorised officer power of entry onto the premises of a deposit taker (a financial institution) for the purposes of auditing -
· the DIRT return made by it for a year of assessment and

· whether payments of interest were properly made by it without deducting appropriate tax. [Subsection (2)]

Nature of Audit Power

Without prejudice to subsection (2), the authorised officer may:

(a) examine the procedures put in place by the financial institution for the purpose of discharging its obligation of ensuring that, in accordance with section 257(2), every deposit made with it is treated as a relevant deposit (and therefore liable to DIRT) unless satisfied that such a deposit is not a relevant deposit;

(b) check a sample of accounts which are treated as non-DIRT bearing accounts to determine -
(i) whether the procedures put in place have actually been observed in practice and whether they are adequate,

(ii) whether the appropriate declaration (of non-residence, or company or charity status ) is held in respect of each deposit in the sample chosen, and

(iii) whether there is information in the possession of the financial institution which can reasonably be taken to indicate that one or more of such deposits is or may be a relevant deposit (and therefore liable to be subjected to DIRT). [Subsection (3)]
Further enquiries necessary to establish liability of any person

Where the authorised officer in exercising or performing his or her powers and duties under the section, has reason to believe that in respect of one or more deposits the financial institution has incorrectly treated them as not being relevant deposits, the officer may make such further enquiries as are necessary to establish whether there is a liability in relation to any person. [Subsection (4)]
Obligation on financial institution

The authorised officer may require the financial institution or an employee of it 

· to produce books etc.

· to furnish information etc. , and

· to give all assistance 

· which the officer reasonably requires for the purposes of his or her audit and examination under subsection (2) and (3), and, as the case may be, enquiries under subsection (4). [Subsection (5)]

Penalties

A penalty of €1,265 applies where an employee of the financial institution fails to comply with the requirements of the authorised officer. [Subsection (6)]
A penalty of €19,045 applies where a financial institution fails to comply with the requirements of the authorised officer and a further penalty of €2,535 a day applies for each day that the  failure to comply continues. [Subsection (7)]
Books, Records and Other Documents

“Books, records or other documents” is broadly defined.  It includes any records used in the business of a financial institution whether comprised in paper or electronic form. It includes the electronic means of reproducing non-legible data into legible data. It includes documents in manuscript and every other form, as well as correspondence and records of other communications between a relevant deposit taker and the person to whom it pays interest. [Subsection (1)] 

14.10  GUIDELINES FOR OFFICERS

General

1. The purpose of this power is not to seek out customers of financial institutions who might have a tax liability but to enable Revenue to audit the DIRT procedures and returns of financial institutions.

Officers to be Authorised
2. The officers to be authorised will be audit officers in Dublin Audit District 5, and one or two officers in each Country District (who will provide local support for DIRT audits), as well as a special team in the Office of the Chief Inspector of Taxes.

Approval Required
3. The approval of the appropriate Regional Director will be required before commencing an audit under this section

Action by Authorised officer 

4. The authorised officer will usually commence the audit:

(a)      by obtaining full details of the procedures in place in the `


relevant year of assessment, and currently, in the financial 


institution to ensure that each deposit is, in accordance with 


section 257(2), treated by the financial institution, from the 


outset, as a relevant deposit (and subject to DIRT); and

(b)      by obtaining data to facilitate selection of a sample of accounts, 

classified as exempt from DIRT, for examination.  The type of data required would normally include the following:

· the number of depositors in predetermined deposit size categories for each branch, office or agency; and

· the value of deposits in predetermined deposit size categories for each branch, office or agency. 

5. The authorised officer will check the procedures in place to ensure compliance with the legislation and will usually check a sample of accounts which have been classified as exempt from DIRT to determine whether:

the procedures have been observed in practice;

the procedures are adequate;

the required declarations are available; and

information in the possession of the financial institution may indicate that an account may be liable to DIRT.

6. The approach to selecting the category or categories of accounts from which a sample will be checked, should be based on materiality and potential tax at risk.  At the same time, the selection process should not become predictable or result in certain categories of accounts always being ruled out from selection.  In the initial stages, the selection process will primarily focus on targeting accounts according to categories of deposit size or those in a particular branch or region.   However, other criteria may be considered appropriate in any particular case.   Once the selected category or categories of accounts are chosen, the sample to be checked can, where appropriate, be identified by computer.  Whereas the checking procedure must operate as an effective test of compliance with the DIRT legislation, care should be taken to minimise disruption to the financial institution concerned.

7. Before checking commences, the financial institution will be afforded the opportunity to advise the depositors identified for inclusion in any proposed sample.

8. For each account in the sample to be examined, the files (in paper or electronic form) relating to that customer may be sought and aspects of the underlying accounts and any other accounts or transactions of the customer with or through the financial institution may be examined.

9. In conducting the examination of the sample, the officer should determine whether  the financial institution’s stated procedures have been adhered to and whether they have been adequate for the purpose of relieving from DIRT only genuine non-resident accounts or accounts otherwise exempted.

10. The officer should also seek to determine whether an appropriate and genuine declaration (i.e. from a non-resident, company or charity, in accordance with sections 263, 265 or 266) is held for each such account.

11. The officer should check the information held by the financial institution in relation to the account holders in the sample to see if it could reasonably be taken to indicate that one or more of the deposits is or may be a relevant deposit upon which DIRT should be or should have been deducted.

12. Where the officer, in the course of the audit, has reason to believe that the financial institution has incorrectly treated one or more deposits as not being relevant deposits ,the officer may make such further enquiries as are necessary to establish whether there is a liability in relation to any person.  Before making the further enquiries, the officer should notify any depositors concerned.

13. The officer may require the Secretary of the financial institution, or other employee where appropriate, to produce books, records or other documents, to furnish  information, explanations or particulars, and to give all assistance which the officer reasonably requires for purpose of the audit and examination.

14. Books, records or other documents are very widely defined in the section and include correspondence, and records of other communications, between the institution and the person to whom it pays interest.

15. [Audit Letter - Headed paper]

__________ ( Secretary )
__________

__________

Deposit Interest Retention Tax (DIRT)

Interest Payments by Certain Deposit Takers

Chapter 4 of Part 8

of the Taxes Consolidation Act, 1997 

Dear Sir/Madam,


I wish to advise you that, in accordance with section 904A of the Taxes Consolidation Act, 1997, as inserted by section 207(e) of the Finance Act, 1999, I, an officer to the Revenue Commissioners duly authorised for the purposes of the said section 904A,  intend visiting your premises on ______ at ____ for the purposes of auditing for the year(s) of assessment ________ :—

(a) the return made by _________________ and 

(b) whether payments of interest were properly made by ___________________ as a relevant deposit taker without deducting appropriate tax in relation to the payments. 

I will be accompanied by the following authorised officers _____________

_____________

Date

15. Appendix VII - Special Savings Accounts - conditions

15.6 Special Investment products

· Special Savings Accounts - deposit accounts with banks, building societies and other financial institutions.

· Special Investment Policies - unit-linked investments and other products sold by life assurance companies.

· Special Investment Units - units sold by special authorised unit trust schemes.

· Special Portfolio Investment Accounts - equity investment accounts operated by designated stockbrokers.

15.7 Conditions

The following conditions applies to are common to all of these products:

· Only individuals who are over 18 years or married could invest.

· The investment must be held directly by the beneficial owner. The investment cannot be held through a nominee for anyone else.

· Only couples married to each other can hold joint special savings or investment accounts. Alternatively, each spouse could invest in his/her sole name.

If any of the conditions, including those specific to Special Savings Accounts as set out below, are breached then the account loses its “Special Savings Account” status.

15.8 Maximum Investment Limits

Individuals (including married persons who choose not to invest jointly with their spouse):

· up to £75,000 in one Special Savings Account (SSA), or

· up to £75,000 in one investment in any Special Investment Product other than a Special Savings Account, or

· up to £50,000 in one Special Savings Account and up to £25,000 in one investment in any other Special Investment Product, or

· up to £25,000 in one Special Savings Account and up to £50,000 in one investment in any other Special Investment Product.

A married couple investing jointly:

· in one or two joint Special Savings Accounts, up to £75,000 in each account, or 

· in one or two joint investments in other Special Investment Products, up to £75,000 in each investment, or

· up to £50,000 in each of two joint Special Savings Accounts and up to £50,000 in one investment in any other Special Investment Product, or

· up to £50,000 in each of two joint Special Savings Accounts and up to £25,000 in each of two investments in any other Special Investments Products, or

· up to £50,000 in one joint Special Savings Account and up to £50,000 in each of two investments in any other Special Investment Products, or

· up to £25,000 in each of two joint Special Savings Accounts and up to £50,000 in each of two investments in any other Special Investment Products.

15.9 Additional Conditions Applicable to Special Savings Accounts

· The account must be designated a Special Savings Account by the deposit-taker.

· It cannot be denominated in a foreign currency.

· The account cannot be connected with any other account.

· Money cannot be withdrawn in the first three months after the account has been opened. Thereafter a minimum of 30 days notice must be given before any withdrawal may be made.

· The same terms must apply to all moneys deposited.

· No arrangement can exist  whereby a rate of interest may be set for a period longer than two years. 

· Interest paid may not be related to movements in shares, stocks, debentures or securities.

In accordance with Revenue practice, if the crediting of interest to an account brings the balance over the permitted maximum (£25,000 or £75,000 as appropriate), an amount of interest may be withdrawn from the account within three working days so as to bring the amount on deposit back within the permitted maximum, without losing the “Special Savings Account” status. 

________________________________________________





_______________  _______________ _______________





________________________________________________
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