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This Guide is intended to describe, in general terms, how to complete 2007 Pay and File Returns. As such, it
does not attempt to cover every issue which may arise in relation to the completion of Pay and File Returns. It
does not purport to be a legal interpretation of the statutory provisions and consequently, responsibility cannot
be accepted for any liability incurred or loss suffered as a result of relying on any matter published herein.



Self-Assessment customers are subject to a Pay and File system. Under
Pay and File you calculate your own tax liability in order to pay by

31 October. If you want Revenue to tell you what you owe in advance of that
date either:

« file your paper Return on or before 31 August 2008, or better still,

+ file your Return electronically through the Revenue On-Line
Service (ROS).

While the contents of the Return and this Guide are quite extensive you will
probably only need to complete and consult a small number of sections of
the Return and Guide: you can skip past those sections that do not apply
to you. If this Guide does not answer your questions you may contact your
local Revenue office or consider seeking independent professional advice
from a tax practitioner.

This Guide is primarily for Self-Assessment customers. However, PAYE
customers completing Form 12 will find information in this Guide useful and
should consult the Index to locate relevant topics.

Married couples are obliged to submit only one income tax Return showing
their joint income, claim to reliefs, etc. unless they have made an election to
have their tax affairs dealt with separately.

Revenue On-Line Service
File Returns and Accounts Information online at www.revenue.ie

ROS will provide you with an instant calculation of your liability

1890 (LoCall) numbers

Please note that the rates charged for the use of 1890 (LoCall) numbers may
vary among different service providers.

$

3 Guide to Completing 2007 Tax Returns

[IO0n0noaAnT

Revenue



Guide to Completing 2007 Tax Returns



Contents

Introduction
Panel PART ONE
Personal Details
Income from Trades, Professions or Vocations
Irish Rental Income

Income from Irish Employments (including Foreign Employment
in the State), Offices, Pensions, Directorships, etc.

Foreign Income

Income from Fees, Covenants, Distributions, etc.

Exempt Income

Annual Payments, Charges and Interest Paid

Claim for Tax Credits, Allowances, Reliefs and Health Expenses
High Income Individuals: Limitation on use of Reliefs

Request for Short Notice of Assessment for 2007

Capital Gains

Chargeable Assets Acquired in 2007

Property Based Incentives on which Relief is claimed in 2007

Additional Items (Form 11E only)

PART TWO
Income Tax Calculation Guide 2007

Index

Revenue

Guide to Completing 2007 Tax Returns 5

Page

11

20

22

26

31

33

34

41

51

51

52

53

53

54

55

62



Introduction

The main purpose of this Guide is to assist individuals who are taxed under the self-assessment system to
complete their 2007 Tax Return. For 2007, self-assessment taxpayers are required to complete either a Form
11 or the shorter version, Form 11E.

The layout of this Guide follows the layout of the Form 11. For data capture purposes each entry in the Form 11
is allocated its own Line number. For convenience this Guide uses these Line numbers for cross-reference
between the Return Forms and the Guide. The Line numbers appear in bold print at the various headings
throughout this Guide.

While this Guide is primarily for self-assessment taxpayers it will also be of use to PAYE taxpayers, who
complete a Form 12 and who are in receipt of other non-PAYE income. If you are in the latter category you
should consult the Index to locate the relevant topics.

This Guide is in two parts:
¢ Part 1is a panel-by-panel commentary on the completion of the 2007 Form 11 Tax Return,

¢ Part 2 incorporates a two-page calculation guide to assist self-assessment taxpayers in the
calculation of their income tax liability for Pay and File purposes.

Married Couples

Married couples are obliged to submit only one Income Tax Return showing the income of both spouses unless
they have made a formal election to have their tax affairs dealt with separately.

Self-Assessment Taxpayers - Pay and File

Self-assessment taxpayers, typically self-employed individuals and/or individuals with non-PAYE income such
as rental income or investment income, are subject to the Pay and File system. If you are a self-assessment
taxpayer, under Pay and File, you must pay any Income Tax due and file your 2007 Tax Return on or before
31 October 2008. This means that you may have to calculate your own tax liability to meet your Pay and File
obligations. The notes throughout this Guide and the calculation sheets in Part 2 of this Guide may be of
assistance to you.

Under Pay and File you must, by 31 October 2008:
¢ file your 2007 Income Tax Return,

*

pay any balance of income tax outstanding for 2007,

*

pay your Preliminary Income Tax for 2008,

*

pay any Capital Gains Tax due on disposals in the period 1 January 2008 to
30 September 2008 inclusive (.initial period. - see Panel L on pages 52 and 53 of this Guide).

Early Filing

If you are filing a paper Return and you want Revenue to calculate your Income Tax liability for you in time to
meet your Pay and File obligations you should submit your Return before 31 August 2008 and Revenue will
guarantee to issue you with a notice of tax assessment in time to meet your Pay and File commitments and have
certainty in the amount of Income Tax you have to pay by 31 October 2008.

File On-Line using the Revenue On-Line Service (ROS)

As an alternative to paper filing you can file your income tax return/accounts information and pay your liability
on-line, using the Revenue On-Line Service (ROS). ROS offers the quickest, easiest and most convenient
way for you to meet your tax obligations under Pay and File. It provides an instant, accurate and timely
calculation of your tax liability. ROS is available 24 hours a day, 365 days of the year. You can access ROS
through Revenue’s website www.revenue.ie

Registering as a ROS customer is a three-step process and can be done via Revenue’s website
www.revenue.ie. However, registration can take two weeks to complete - for security reasons, certain
passwords must be sent via land mail - so you should allow yourself adequate time to register well in advance of
the Pay and File deadline.

For further details on ROS contact the ROS liaison officer in your local Revenue office. The ROS liaison officer
contact details are available via the ROS link on Revenue’s website.
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Attachments To Returns

You should not submit any supporting documentation with your Return except where expressly asked to
do so; for example where you have a genuine doubt about any item in the return you should note page one of the
Return and enclose a covering letter setting out the point at issue. Supporting documentation, including
business accounts, must however be retained for six years as it may be requested by Revenue for the purpose
of an assurance check or an audit.

Remember:

¢ You must prepare business accounts but you should not submit them with your 2007 Return. Instead
you are required to complete pages 6 and 7 of the Return.

¢ Do not submit lists or schedules with the Return. The totals should be entered on the Return.

¢ Do not enter terms such as ‘per attached’, ‘as before’, etc. You must instead enter the requested
information.

Incomplete Returns will be sent back to you for proper completion and you may incur a surcharge if the
corrected Return is submitted late.

Using Part 2 of this Guide — calculating your own tax liability

At the end of the notes to the various sections in this Guide, you will find a reference to where the income, credit,
etc. from the particular section should be inserted on the calculation sheets on pages 60 and 61. For example,
on page 31 under Fees, Commissions, etc. you will see the note:

Enter income at Row 7 of the Calculation Guide

Because of the complex nature of some tax calculations, it is only possible to cover a limited number of the more
frequent situations in this Guide. Where this Guide does not deal with your specific circumstances you should
contact your local Revenue office or consider seeking independent professional advice from a tax practitioner.
A note at the end of the section will indicate if the calculation sheets cannot accommodate the source. For
example, on page 28 under notes dealing with Transborder Relief you will see the following note:

The Calculation Guide does not cater for individuals entitled to this relief

Remember, however, if you want Revenue to do the calculation for you in time to meet your Pay and File
obligations and give certainty in the amount of tax you have to pay, you must file your Return before

31 August 2008. Better still, if you file your Return on-line through the Revenue On-Line Service (ROS) you will
get an instant calculation of your liability any time up to the Pay and File deadline on 31 October 2008.
Surcharge For Late Returns

You must return the completed 2007 Tax Return on or before 31 October 2008 to avoid a surcharge. If your
Return is late the surcharge, which is added on to your tax due, is:

¢ 5% of the tax due or €12,695, whichever is the lesser, where the Return is submitted after
31 October 2008 and on or before 31 December 2008,

¢ 10% of the tax due or €63,485, whichever is the lesser, where the Return is submitted after
31 December 2008.

Audit/Penalties

Self-assessment Returns are subject to Audit by Revenue. The law provides that Revenue may make any
inquiries or take such actions as are considered necessary to verify the accuracy of a Return.

The law provides for heavy penalties for:
¢ failure to make a return, or
¢ the making of a false return, or
¢ helping to make a false return, or
+ claiming allowances or reliefs that are not due.

The penalties include fines up to €126,970, up to double the tax in question and/or imprisonment.
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PART ONE

Panel A - Personal Details [1 - 20]

This panel is where you enter your personal details, such as marital status, date of birth, etc. It is important that
you complete each section that is relevant to you otherwise you may not get your full entittement of reliefs and
credits. Tick M the appropriate boxes in the panel and give the details requested. The amounts of the personal
tax credits are set out in Table B on page 58 of this Guide.

Personal Details [1-2]

Indicate clearly your personal circumstances for 2007, Line 1(a) — (e). Do not complete Line 2 unless your
personal circumstances changed in 2007.

Increased Exemption for Dependent Children [3]

If your income is below the relevant exemption limits, you will not have to pay income tax for 2007, see
Exemption Limits, Note 4(a), on page 55 of this Guide.

If you have dependent children, you are entitled to an increase* in the exemption limit of €575 for each of the first
two dependent children and €830 for each subsequent dependent child. A dependent child is regarded as any
child under 18 years and any child over 18 years who is going to school or college full-time or is in training as an
apprentice.

*Note: This increase in the general exemption operates for the purposes of calculating the exemption limit for
taxpayers with low levels of income. It is not a general tax credit/allowance for all taxpayers.

If your income slightly exceeds the exemption amount, you may be entitled to marginal relief. See Marginal
Relief, Note 4(b) on page 56 of this Guide.

Enter the amount due at Row 23 of the Calculation Guide

Widowed Parent Tax Credit [4]

You can claim a Widowed Parent tax credit at the standard rate (20%) for 2007 if you were widowed in a year
prior to 2007 and have a dependent child residing with you (see One-Parent Family tax credit on page 45). The
tax credit is:

Year in which Widowed Tax Credit 2007

2006 €3,750
2005 €3,250
2004 €2,750
2003 €2,250
2002 €1,750

Enter the amount due at Row 23 of the Calculation Guide

Your Date of Birth [5]

Itis important to enter your date of birth as certain reliefs, allowances or tax credits are age related, for example
if you were born before 1 January 1943 you are entitled to Age Tax Credit. You claim this by entering your date
of birth at Line 3 [in the case of a spouse at Line 5(b)]. Also in the case of RACs and PRSAs, the maximum
amount of relief due to you depends on your age.

Basis of Assessment [6]

Only complete Line 6 if you were married before 1/1/2007 or if married but living apart and wholly maintaining
your former spouse.

Spouse's Details [7]

If married, enter your spouse's PPS number and date of birth. If your spouse has no PPS number enter your
spouse's pre-marriage surname, first name(s) and date of birth.
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Permanently Incapacitated [8]

If you or your spouse are permanently incapacitated by reason of mental or physical infirmity from maintaining
yourself, tick M the relevant box. This is important as you may be due a refund of Deposit Interest Retention Tax
(DIRT).See note for Irish Deposit Interest, Line 403 on page 31 of this Guide.

Medical Card [10]

Individuals issued with a ‘full’ Medical Card by the Health Service Executive are exempt from the Health
Contribution. Individuals issued with ‘doctor only’ Medical Cards (GP visit cards) by the Health Service
Executive are liable for the Health Contribution.

Entitled to an Exemption from PRSI [11]

See Note 5 on page 56 of this Guide for details of who is entitled to exemption from PRSI.

Entitled to an Exemption from Health Contribution [12]

See Note 6 on page 56 of this Guide for details of who is entitled to exemption from Health Contribution.

Residence status for the year 2007 [14 - 19]
In general, individuals who are resident in the State are taxable on their world-wide income.

Liability to income tax and entitlement to personal tax credits, reliefs and/or allowances is dependent on your
residence status. The table below sets out to what extent and on what income sources you are assessable,
depending on your residence status.

Your residence status for Irish tax purposes is determined by the number of days you are present in the State.
You will be regarded as resident in the State in the year 2007 if you spent:-

¢ 183 days or more in the State, for any purpose, between 1 January 2007 and
31 December 2007,

or

¢ 280 days or more in the State combining the number of days spent in the State in that year
(1 January 2007 to 31 December 2007) together with the number of days spent in the State the
preceding year 2006 (1 January 2006 to 31 December 2006). However, this test will not apply to make
you resident if you spent 30 days or less here in 2007.

Anindividual is ordinarily resident once they have been resident in the State for the previous three tax years.

An individual who has been ordinarily resident in the State ceases to be ordinarily resident at the end of the third
consecutive year in which they are not resident.

Domicile is a complex legal concept. Every individual has a domicile, which may or may not be the same
country as that of residence. In most cases a person’s domicile will be the country where they were born.

Extent of Liability to Income Tax (see Note 1)

Resident, ordinarily resident and Irish domiciled
Taxable on all Irish and foreign sourced income in full.

Ordinarily resident and Irish domiciled but not resident

Taxable on all Irish and foreign sourced income in full.

However, income from the following sources is exempt from tax:

® income from a trade, profession, office or employment, all the duties of which are exercised outside Ireland,
and

m other foreign income, e.g. investment income, provided that it does not exceed €3,810 in the tax year in which
it is earned.

Ordinarily resident but not Irish domiciled and not resident
Taxable on Irish sourced income in full and taxable on remittances of foreign sourced income (see Note 2).

However, income from the following sources is exempt from tax:
® income from a trade, profession, office or employment, all the duties of which are exercised outside Ireland
and

m other foreign income, e.g. investment income, provided that it does not exceed €3,810 in the tax year in which
it is earned.

Resident and ordinarily resident but not Irish domiciled
Taxable on Irish sourced income in full and taxable on remittances of foreign sourced income, (see Note 2).
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Resident and domiciled but not ordinarily resident
Taxable on Irish sourced income in full and taxable on remittances of foreign sourced income, (see Note 2).

Not resident, not ordinarily resident and not Irish domiciled
Taxable on Irish sourced income in full and taxable on foreign sourced income in respect of a trade, profession or
employment exercised in Ireland.

Note 1

While the table above outlines your income tax treatment under Irish domestic legislation, you should be aware
that the provisions of a Double Taxation Agreement will generally take precedence over domestic legislative
provisions and may result in a different tax treatment in certain circumstances.

Note 2

The remittance basis of assessment applies to foreign sourced income (excluding UK sourced income). It
provides that for any tax year during which you are not Irish domiciled, or if you are an Irish citizen who is not
ordinarily resident in Ireland, you will only be taxable to the extent that you bring that income into Ireland.

Remittances: the remittance basis of taxation [14 & 15]
The remittance basis means that, for the individuals who are:
¢ not Irish domiciled, or

¢ being an Irish citizen, not ordinarily resident in the State,

the amount of the foreign sourced income (but excluding United Kingdom income as the remittance basis of
taxation does not apply to income arising in the UK) liable to income tax here under Case Ill of Schedule D is
confined to the amount that is remitted to, or brought into, the State in the year of assessment.

Enter the remitted income in Panel F, where the source of the income is listed, e.g. if the income
remitted was out of Foreign Rents, the remitted amount should be entered at Line 311.

The Calculation Guide does not cater for individuals taxed on the remittance basis

Claim under Section 1032(2) TCA 1997 [18]

A non-resident individual is not due any tax credits or reliefs except as provided for in Section 1032(2) TCA
1997. This section allows a non-resident individual to claim a portion of the personal tax credits and reliefs
calculated as follows:

Personal tax credits/reliefs X income chargeable to Irish Income Tax
total world income (this includes income chargeable to Irish tax)

To claim a portion of the personal tax credits/reliefs enter your non-Irish income at Line 18.

The Calculation Guide does not cater for non-resident individuals

Married Persons [19]

Where either or both spouses are non-resident, they are both taxed as single individuals unless the income of
both spouses is fully chargeable to Irish tax.

The most common type of case in this category is that of an assessable spouse who is a cross-border worker or
who is working in this country on temporary assignment. In such cases, where Revenue is satisfied that the
non-assessable spouse has no income and the assessable spouse’s earnings are the only source of income,
aggregation basis will be applied.

Where the total income is chargeable to Irish tax tick the box at Line 19 in the return.
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Panel B - Income from Trades, Professions
or Vocations (Including Farming &
Partnership Income) [101 - 155]

If you are self-employed, you should show your self-employed income and give the other details requested in
Panel B on pages 4 and 5 of the Return. You should not attach your self-employed business accounts but
instead you must complete the Extracts From Accounts pages on the Return - see Extracts From Accounts
below.

If you have three or more sources of self-employed income enter the two main sources in the Primary Trade
and Trade 2 columns on page 5 and enter an aggregate of the remaining sources in Trade 3 column. The
Extracts From Accounts pages should reflect this approach.

Cessation of source income [103]

If any of your sources of income ceased in 2007 complete Line 103 as appropriate. If a source of income for
which you hold a registered tax number(s) has permanently ceased you should contact your Revenue District.

Amount Assessable

You are assessable on the adjusted net profit for the accounting period ending in the year 2007 - e.g. if accounts
are normally prepared for a period of 12 months ending on 30 June, then the assessable profits for 2007 will be
the profits of the year ended 30 June 2007.

If the amount assessable is different to the profits for the year as entered at Line 104, e.g. at commencement,
cessation, etc. enter the assessable amount at Line 105, otherwise leave Line 105 blank.

Income assessable under Section 98A(4) Taxes Consolidation Act 1997 means income from a Reverse
Premium - a payment/benefit received where an individual is granted an interest in, or a right in or over, land.
This income must be included on this panel and not under Irish Rental Income - Panel C.

Enter this income at Row 1 of the Calculation Guide

Extracts From Accounts [120 - 155]

The Extracts From Accounts pages should be completed in all cases where you have trading or professional
income, except in the following limited circumstances:

¢ If you have already submitted accounts information relating to the 2007 Tax Return with an
earlier Return state the Income Tax Return to which accounts were submitted, [122],

< Individual partners are not required to complete the Extracts From Accounts pages in
their personal Return. The Partnership files this information in the Partnership Tax Return - Form 1
(Firms). Enter the relevant Partnership(s) tax reference at Line 123

The details to be given on pages 6 & 7 of the Return are extracts from your accounts and are not a tax
adjustment computation/calculation. When completing these Extracts you may have nothing to enter under
some headings, as that section may not apply to you. You must, however, complete each section that is relevant
and for which you have an entry in your accounts. Depending on how your accounts are prepared, it may be
necessary to aggregate some figures to arrive at a figure to be included in the Extracts From Accounts pages.
For example, at Line 132 on page 6 of the Return you would have to aggregate the total of 'Motor, Travel and
Subsistence' if these are shown separately in your accounts.

You should not submit any supporting documentation with your Return except where expressly asked to
do so; for example where you have a genuine doubt about any item in the return you should note Line 20 on
page three of the Return and enclose a covering letter setting out the point at issue. However, it is important to
remember that the requirement to complete Extracts From Accounts in no way affects the necessity to prepare
proper accounts or the manner in which accounts should be prepared for tax purposes, i.e. for tax purposes,
accounts have to be prepared in accordance with the ordinary rules and conventions of commercial
accountancy. The accounts, like any other documents in support of the Return, should be retained for six years
in case they are required by Revenue for the purpose of an assurance check or an audit.
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The Extracts From Accounts section of the Return contains three columns similar to the layout of the “Income
from Trades, Professions or Vocations” on page 5 of the Return. If you have more than three
trades/professions, enter the two primary sources in the Primary Trade and Trade 2 columns and give an
aggregate of the remaining trades in the Trade 3 column.

The following are some additional guidance notes on the individual items requested on the Extracts
From Accounts on pages 6 and 7 of the Return.

The Extracts From Accounts section must be completed in all cases where you and/or your spouse are
in receipt of income from a trade (including farming), profession or vocation except in the limited
circumstances identified on the top of page 6 of the Return (Lines 122 - 123).

Income [124 - 126]

124. Sales/receipts/turnover - this is gross trading income receivable excluding Government
payments included at 125 below.

125. Receipts from Government Agencies (GMS, etc.) - this includes payments by
Government Departments, e.g. GMS payments, Free Legal Aid payments, Department of
Agriculture and Food payments, etc.

126. Other Income including tax exempt income - include here any other income, including
tax exempt income, that you normally include with your accounts. Do not include income
which should be taxed under a separate heading, (e.g. rental income, dividends, interest,
etc.). This should be returned in the appropriate panel of the Return.

Trading Account Iltems [127 - 128]

127. Purchases - these are materials or purchases for resale purchased during the accounting
period.
128. Gross Trading Profits - this is the gross profit of your business after adjusting for opening and

closing stocks and input costs.

Expenses and Deductions [129 - 136]

129. Salaries/Wages, Staff costs - this includes all staff remuneration (taxed and untaxed), staff
training, redundancy payments, PRSI, pensions, etc. The owner’s wages should not be included but
should be input in ‘Drawings’, see 138 opposite.

130. Sub-Contractors - this relates to building, meat-processing and forestry businesses.
Sub-Contractors are those defined by Section 531 TCA 1997.
131. Consultancy, Professional fees - include audit, accountancy, legal, architect, auctioneer,

surveyor, etc.

132. Motor, Travel and Subsistence - include fuel, tax, servicing, repairs, insurance, travel and
subsistence reimbursed to staff including motor expenses, country money, etc.

133. Repairs/Renewals - these are costs incurred in the maintenance and upkeep of the business
property and the running maintenance and upkeep of the business equipment and machinery.
Enhancements or improvements to property are not maintenance and, as capital, should be added
back in the Adjusted Profit Computation.

134. Depreciation, Goodwill/Capital write-off - depreciation relates to business assets provided for
during the accounting period. It should be added back in the Adjusted Profit Computation.
Goodwill/Capital write-off relates to any write-off of the value of assets during the accounting period.
It should also be added back in the Adjusted Profit Computation.

135. (a) Provisions including Bad Debts - do not include provision for depreciation.
(b) If the balance is a loss state the amount.

136. Other Expenses (Total) - this is the total of all other expenses included in your Profit and Loss
Account and not listed above.
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Capital Account and Balance Sheet Iltems [137 - 148]

137.
138.

139.

140.

141.

142.

143.
144,
145.
146.

147.
148.

Cash/Capital introduced - this includes inheritances, windfalls, policies cashed, salary, etc.

Drawings (Net of Tax and Pension contributions) - all funds drawn from the business by the
proprietor including wages, goods for own use, private expenses paid through the business, etc. but
excluding tax paid and any pension payments made.

(a) Closing Capital Balance - this is the closing balance on the capital account after
accounting for drawings, capital introduced and the profit or loss for the accounting
period.

(b) If the balance is a loss state the amount.

Stock, Work in Progress, Finished goods - this is the value of stocks, etc. as at the end of the
accounting period.

Debtors and Prepayments - this is the figure for closing debtors and prepayments at the end of the
accounting period.

Cash/Bank (Debit) - this is cash on hand or in a bank. It should include all deposit accounts,
savings accounts, current accounts, Credit Union accounts, Building Society accounts, etc.

Bank/Loans/Overdraft (Credit) - these are borrowings at the end of the accounting period.
Client Account Balances (Debit) - these are funds held on behalf of clients.
Client Account Balances (Credit) - these are amounts due to clients.

Creditors and Accruals - this is the figure for closing creditors and accruals at the end of the
accounting period.

Tax Creditors - VAT, PAYE, Income Tax, Relevant Contracts Tax and Capital Gains Tax owing.

(a) Net Assets - these are fixed and current assets less liabilities at the end of the accounting
period.
(b) If the balance is a loss state the amount.

Extracts from Adjusted Profit Computation [149 - 155]

Profit/Loss [149 - 150]

149.
150.

Net Profit per accounts - excluding exempt income and related expenses.

Net Loss per accounts - excluding exempt income and related expenses.

Adjustments [151 - 155]

151.
152.

153.
154.

155.

Motor Expenses - add back Private element.

Donations (Political and Charitable)/Entertainment - political and charitable donations, and
entertainment expenses are not allowable and should be added back.

Light, Heat and Phone - add back Private element.

Net gain on sale of fixed/chargeable assets - a profit on the sale of assets included in the
Profit & Loss Account should be deducted in the Adjusted Profit Computation.

Net loss on sale of fixed/chargeable assets - a loss on the sale of assets included in the
Profit & Loss Account should be added back in the Adjusted Profit Computation.
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Losses

Any unused trading losses from a prior year should be entered at Line 113 on page 5 of the Return. Such
losses can only be set against the profits of the same trade arising in the current accounting period, (Section
382 TCA 1997). The amount of the loss is restricted to the amount of the income for that trade in the year 2007.

Example 1 Trading Profit €12,000
Loss Forward € 5,000
Net Profit Assessable € 7,000
Example 2 Trading Profit €12,000
Loss Forward €15,000
Loss c/f to 2008 € 3,000

Losses forward should be entered at Row 3, Row 37, and Row 46 of the Calculation Guide

Where you wish to elect to set any trading loss incurred in the current accounting period against other
income of the current tax year you should enter the loss at Line 114 on page 5 of the Return.

Such aloss may be increased by Capital Allowances of the current year - see Excess Capital Allowances, page
17 of this Guide. If you wish to claim this relief, you should enter the relevant amount at Line 112 on page 5 of
the Return. Alternatively, such a loss will be carried forward and set against future trading profits of the same
trade.

Current year losses for offset against other income should
be entered at Row 12, Row 37 and Row 46 of the Calculation Guide

Capital Allowances/Balancing Allowances/Balancing Charges

Capital Allowances

Capital allowances are available for capital expenditure on certain types of business assets and for certain
types of business premises. Wear and tear allowances are available for assets such as plant, machinery and
motor vehicles where the asset is in use for trade purposes at the end of the chargeable period. Industrial
buildings writing down allowances are available for certain types of business premises such as factories, hotels
and nursing homes (see section 268 TCA 1997 for details) that are in use for trade purposes and in respect of
which you had the relevant freehold or leasehold interest when the capital expenditure was incurred.

The capital allowances are deducted from your profit figure before you are taxed on it. Where allowances
cannot be used in the current year you can carry them forward against future profits from the same trade. Wear
and tear allowances and industrial buildings writing down allowances are generally calculated on a straight line
basis on the net cost. However, wear and tear allowances for taxis and short-term hire cars are calculated on a
reducing balance basis. The net cost is the cost after deducting any grants or VAT that can be reclaimed. The
rate at which the capital allowances can be claimed depends on when the expenditure was incurred or when the
building was constructed.

Where you are claiming relief under a property based incentive scheme you must give details in Panel N
on page 22 of the Return. See notes for Panel N on pages 53 and 54 of this Guide.

Remember: The Plant and Machinery must be in use at the end of your accounting year ending in 2007. If the
Plant or Machinery was sold or otherwise disposed of in this accounting year you are not entitled to Capital
Allowances as set out on page 15. However, you may have a Balancing Allowance or Balancing Charge - see
page 17 of this guide for details.
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Immediately below and in the following three pages are details of Wear and Tear rates, calculation
sheets, tables and examples to assist you in calculating Capital Allowances, Industrial Buildings and
Farm Buildings Allowance, Excess Capital Allowances, Balancing Allowances and Balancing Charges.

The rate of Wear and Tear differs depending on when the item of Plant or Machinery (P & M) was
purchased.

A  Expenditure incurred on or after 4 December 2002
With effect from 4 December 2002 the allowance is 12.5% per year over 8 years.

Transitional provisions apply allowing the rate of 20% per year over 5 years if:

¢ the P&M was acquired under a written contract before 4 December 2002 and
¢ the expenditure was incurred on or before 31 January 2003

B  Expenditure incurred between 1 January 2001 and 3 December 2002

For the period between 1 January 2001 and 3 December 2002 the allowance was 20% per year over 5 years

Capital allowances due for 2007*
Total of A + B + C (overleaf) = €

* Enter this amount at Line 109 on page 5 of the Return
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C Capital Allowances on a Reducing Balance Basis — Taxis

To arrive at the opening Written Down Value for the year 2007, for taxis (and cars for short-term hire), you will
have to compute Wear and Tear (W&T) and Written Down Value (WDV) over the life of the vehicle from the
original date of purchase to the year 2007.

The example shown on the right sets out the Wear and Tear allowance figure for each year of claim and the
Written Down Value for the end of each tax year. The figures are based on a taxi valued at €28,000 purchased
on 10 October 2003.

W & T to be allowed in year of claim

Rate of W& T 40%
Acquisition Cost Value (€) Yeal_' of
Claim
W & T year 1 -
Rate of W & T 40%
Written Down Value end of year 1 =
Acquisition Cost 28,000
W & T year 2 -
] W & T 2003 11,200 2003
Written Down Value end of year 2 =
WDV 31/12/03 16,800
W & T year 3 -
W & T 2004 6,720 2004
Written Down Value end of year 3 =
WDV 31/12/04 10,080
W & T year 4 -
] W & T 2005 4,032 2005
Written Down Value end of year 4 =
WDV 31/12/05 6,048
W & T year5 -
] W & T 2006 2,420 2006
Written Down Value end of year 5 =
WDV 31/12/06 3,628
W & T year 6 -
] W & T 2007 1,452 2007
Written Down Value end of year 6 =
WDV 31/12/07 2,176

For private motor cars purchased on or before 31 December 2001 the Capital Allowance is calculated as above.
The cost is restricted in line with the table for "Cost Limit" produced below. The amount of W&T is also restricted
to the percentage of business usage.

Date expenditure incurred New Cars Second Hand
Cars

3 December 1997 to 1 December 1998 €19,681 (£15,500) €12,698 (£10,000)
2 December 1998 to 30 November 1999 €20,316 (£16,000) €12,698 (£10,000)
1 December 1999 to 31 December 2000 €20,951 (£16,500) €12,698 (£10,000)
1 January 2001 to 31 December 2001 €21,586 (£17,000) €21,586 (£17,000)
1 January 2002 to 31 December 2002 €22,000 €22,000
1 January 2003 to 31 December 2003 €22,000 €22,000
1 January 2004 to 31 December 2004 €22,000 €22,000
1 January 2005 to 31 December 2005 €22,000 €22,000
1 January 2006 to 31 December 2006 €23,000 €23,000
1 January 2007 to 31 December 2007 €24,000 €24,000
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D Industrial Buildings and Farm Buildings Allowance

Industrial Buildings

Expenditure incurred since 1/4/1992 cost, net of grant and
reclaimable VAT @ 4% = | € |

Farm Buildings
Expenditure incurred on or after 27/1/1994 cost, net of grant and
reclaimable VAT @ 15% = | € |

Expenditure incurred between1/4/1992 - 26/1/1994  cost, net of grant and
reclaimable VAT @ 10% = |€ |

Total Industrial Buildings/Farm Buildings Allowance* ‘€ ‘

* Enter this amount at Line 110 on page 5 of the Return.

Capital allowances due for 2007

Totalof A+B+C +D = € |
Add: Balancing Allowance: ‘€ ‘
Capital Allowances due for year 2007 ‘ € ‘

Enter this amount at Row 2 of the Calculation Guide

Excess Capital Allowances

Relief for Capital Allowances of the current year may be obtained even if there is a trading loss or if the
trading profits are less than the Capital Allowances, (Section 392 TCA 1997). To claim this relief enter the
relevant amount at Line 112 on page 5 of the Return (by entering the amount of the Capital Allowance here
you are making an election for this relief).

Example 1 Trading loss €10,000
Capital Allowances € 2,000
Overall loss €12,000
Example 2 Trading profit € 2,000
Capital Allowances €10,000
Overall loss € 8,000

Losses in the trade, made in the current year, can be set against other income in the year of assessment. If
you wish to elect to make such a claim enter the amount of the loss at Line 114 on page 5 of the Return
(Section 381 TCA 1997).

Excess Capital Allowances for offset as a trading loss against other income
(as illustrated above) should be entered at Row 12, Row 37 and Row 46 of the Calculation Guide

Balancing Allowance and Balancing Charge

If the item of Machinery/Plant or Motor Vehicle ceases to belong to the claimant or used for the purposes of the
trade, you cannot claim a Wear and Tear allowance on that item for that year.

For example, if you sold the asset for a sum less than its Written Down Value at the beginning of the year,
you may claim a balancing allowance equal to the difference between the two amounts.

If, however, you sold the asset for a sum greater than the Written Down Value, a balancing charge arises. The
excess is treated as an additional amount of income. However, the balancing charge cannot exceed the amount
of the capital allowance actually given, on the item sold, in previous years.

An adjustment may be necessary in respect of motor cars where the maximum cost limits were applied.
Refer to page 18 of this Guide, which deals with this situation.
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Examples:

Balancing Allowance

Machinery is sold during the year for €1,500. Its Written Down Value at the start of that year was €1,800. A
Wear and Tear allowance cannot be claimed for that year. Instead, a Balancing Allowance of €300 can be
claimed.

Balancing Charge

Machinery is sold during the year for €3,000. Its Written Down Value at the start of the year was €2,000. A
Wear and Tear allowance cannot be claimed for that year. Instead a Balancing Charge of €1,000 arises and
tax must be accounted for on this amount as if it were a profit.

With effect from 1 January 2002, a Balancing Charge will not arise where the sale, insurance, salvage or
compensation proceeds in respect of machinery or plant is less than €2,000. However, this will not
apply in respect of the sale or other disposal of the machinery or plant to a connected person.

Balancing Allowance/Balancing Charge on Motor Cars

If you sell a car which cost more than the maximum cost limits, set out on page 16 of this Guide, you must restrict
any sale proceeds proportionately when calculating any Balancing Allowance or Balancing Charge. You must
also restrict the Balancing Allowance or Balancing Charge to take account of non-business use.

Example:
New Car Cost €25,000 in May 2003.

However, only €22,000 of this amount qualifies for Capital Allowances in accordance with the table on page 16
of this Guide. In October 2007 the car was sold for €14,500. 2/3rds of the use of the car was business use.

Capital Allowance computation is:

Cost of car in 2003 €25,000

Maximum Cost Limit for Capital Allowances €22,000
W&T-Year 1@ 20% 4,400 x 2/3=2,933
WDV at 31/12/03 17,600
W&T-Year2 @ 20% 4,400 X 2/3=2,933
WDV at 31/12/04 13,200
W&T-Year 3@ 20% 4,400 X 2/3=2,933
WDV at 31/12/05 8,800
W&T-Year4 @ 20% 4,400 x 2/3=2,933
WDV at 31/12/06 4,400

Car sold October 2007

Sale Price - €14,500 x 22,000 = €12,760
25,000
WDV at 31/12/06 4,400
Balancing Charge €8,360 x2/3=5,573

As the sale price, restricted on the same basis as the original cost price, is higher than the Written Down Value,
a balancing charge of €5,573 arises for 2007.

Enter Balancing Charge at Row 1 and Balancing Allowance at Row 2 of the Calculation Guide
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Restructuring aid for sugar beet growers [115]

Section 657B deals with the taxation of payments, made in 2007 to certain sugar beet growers, under the EU
Restructuring Aid for the sugar industry. These payments to abandon sugar beet production are based on an
estimate of lost income streams extending up to 12 years into the future and although the payments are
correctly chargeable to income tax some growers could be pushed into the higher rate bands in the year these
payments are made.

Section 657B ensures that if the election is made, then any specified payment which would otherwise be
chargeable in 2007 will be ignored and instead be treated as arising in six equal instalments, the first in 2007
and the balance spread over the following five years.

By ticking the box at Line 115 you are electing for the averaging tax treatment. Once you have opted in you
cannot subsequently opt out.

The calculation Guide does cater for individuals with income from this source

Residential Development Land [116]

Section 644A(3) TCA 1997 provides for a rate of income tax at 20% on profits or gains arising from dealing in or
developing residential development land and in respect of profits or gains that would be taxable under Case 1
(Trade) or Case IV (Capital Gain).

Where such profits or gains form part of other profits or gains there is provision for apportionment. These profits
or gains should be shown separately on the Return at Line 116(b) and identified as such. The profits are “ring
fenced” so that no offset for personal allowances or credits is available.

However, under Section 644A(5) TCA 1997 you have the option of having these profits charged to income tax in
the normal way thus allowing the offset of personal allowances and credits against the profits if this is more
favourable to you. You must elect if you want to have the profits or gains assessed like other income*, you do
so by entering a tick M in the appropriate box at Line 116(a) on page 5 of the Return. If you elect the income
should be shown at Line 104 on page 5 of the Return.

*If you do not elect, the income from profits and gains (assessable at 20%) should be entered at
Line 116(b) on page 5 for the Return.

Where the only income a trader has are profits or gains arising from dealing in residential development land no
entries should be made in Lines 104 to 113 inclusive. The information requested in the Extract From Accounts
pages should be returned in respect of this trade.

Where, however, an individual who deals or trades in development land has some income arising from
residential development land and some from other operations or activities Lines 104 to 113 should be
completed in respect of these other operations. A single Extract From Accounts is required in respect of the full
trade, i.e. the accounts themselves should not be apportioned between the two sources.

The Calculation Guide does not cater for individuals with income from this source

Work-in-Progress [117]

A measure of tax relief is available where the application of new accounting rules could otherwise result in a
one-off uplift in taxable profits for certain taxpayers. The issue arises from the application of a statement known
as “UITF Abstract 407, a statement issued by the Urgent Issues Task Force (UITF) of the Accounting Standards
Board concerning the basis of valuation of work-in-progress in the case of contracts to provide services.

By ticking the box you are stating that there has been a change this year to the valuation of work-in-progress
because of UITF 40, which gave rise to an uplift in value and you are confirming that you have included one fifth
of the uplift in the trading profit figure returned, and will account for the remaining value over the next four years.

Review of Income Tax Year 2006 [118]

This part of the Return is only relevant where you have changed your accounting period in 2007 or you have
ceased trading in 2007 and a review of 2006 is required.

Change of Accounting Period [118(a)]

Section 65(3) TCA 1997 requires the Income Tax liability for 2006 to be reviewed where there is a change in the
accounting period, and the profits or gains of the corresponding period relating to 2006 exceed the profits or
gains assessed for 2006.The profits or gains for that corresponding period are to be taken to be the profits or
gains for 2006.
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Cessation of Trade [118(b)]

Section 67(1)(a)(ii) TCA 1997 requires the income tax liability for 2006 to be reviewed where you have ceased
trading in 2007 and the profits or gains for the period 1 January 2006 to 31 December 2006 exceed the profits or
gains assessed. In this case an additional assessment is required to charge the excess.

On review, if there is an additional tax liability for 2006, enter the amount of the profits assessed before the
review at Line 119(c) and enter the revised profits assessable in 2006 at Line 119(d). The additional liability
should be paid by the 31 October 2008.

It should be noted there is no facility to make this additional payment on the payslip accompanying the
Return. You should contact the Collector-General’s Division by phoning LoCall 1890 20 30 70 (ROl only)
00353 61 488000 (outside ROI) to obtain a payslip for the ‘review year’.

The Calculation Guide does not cater for the 'Review Year'

Credit for Professional Services Withholding Tax [119]

Credit may be claimed in 2007 in respect of withholding tax deducted in the year 2007. If your accounting period
ends on a date other than 31 December, credit for withholding tax is given by reference to the withholding tax
deducted during the accounting period (i.e. the basis period for 2007).

Enter the credit claimed on Row 33 of the Calculation Guide

Panel C — Irish Rental Income [201 -211]

Rental Income from Land and Property in the State [201 - 211]

This includes income receivable from rents, premiums, “key money”, easements and income from advertising
hoardings. [Income from foreign property should be shown at Lines 311(a) - 311(d)]. Do not include any
amounts proper to Line 415(a) in this panel unless you are electing to have income from a room (or rooms) let
as residential accommodation, of your Sole or Main Residence, to be treated as rental income.

You should have a separate computation of the surplus or deficiency in respect of each separate rent and the
total receipts from easements. You can calculate the net profit in the manner below for each lease, rental or
easement to which you are entitled. The figure that is arrived at and transferred to this section of the Return is
the total of all surpluses as reduced by the total of all deficiencies. However, any surplus or deficiency from an
uneconomic letting, excluded by Section 75(4) TCA 1997, must be ignored. The computation of the surplus (or
deficiency) in respect of each rent, i.e. of the rent arising from each separate lease or tenancy agreement, is
made by taking the full amount of rent receivable in 2007 and by deducting the outgoings in respect of that rent
to the extent authorised by Section 97(2) TCA 1997.

To assist you in completing the entries in this section of the Return, a sample template follows.
Sample Template of Taxable Rental Income

Gross Rent Receivable

Expenses:
Maintenance

Repairs

Interest

Insurance

Management Fees, e.g. paid to an Agent

Rent/Ground Rent

Service Charges

Light and Heat

“Section 23” Relief where 2007 is the first year of claim*

Other: (the above is not an exhaustive list)

| an|an ] an | ah] A A an | oay | dh

Total allowable expenses

Amount of income after expenses but before Capital Allowances
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Where you are claiming relief under a property based incentive scheme at Line 206(c) you must tick 4
the box at Line 201 and give details in Panel N on page 22 of the Return. See notes for Panel N on pages
53 and 54 of this Guide.

* Where 2007 is the first year the relief is due (i.e. it is the first year the ‘Section 23’ property was let under a
qualifying lease) enter the relief under “Expenses” where it asks - “Section 23’ type relief where 2007 is the first
year of claim”, [206(c)].

Unused ‘Section 23’ relief is not claimed as ‘Section 23’ relief but as an unused loss from a prior year. Enter at
Line 210

Example:
Qualifying property let 2006 (‘Section 23’ relief of €150,000 due)
Gross rent 2006 € 4,000
Less Expenses:
Insurance 400
Section 23 relief (1st year of claim) 150,000
150,400
Rental loss 2006 €146,400
Gross rent 2007 €13,000 [Line 205]
Less Expenses:
Insurance 600 [Line 206(e)]
Net rental income 2007 €12,400 [Line 207]
Deduct:
Losses from a prior year (from 2006) 146.400 [Line 210]
Losses forward to 2008 tax year €134,000

‘Section 23’ Relief Clawback

A property which is granted ‘Section 23 Relief’ should be let for a period of ten years from the date of the first
letting under a qualifying lease. If the property is sold, ceases to be let, or otherwise ceases to qualify within the
ten-year period, there will be a claw-back of the relief granted. Where a property on which ‘Section 23’ relief has
been claimed, was sold or ceases to qualify during 2007 and this is within the ten-year period, the claw-back will
be the full ‘Section 23’ relief originally granted in respect of the property and should be included as “Gross
Rent Receivable” at Line 205 on the Return.

Residential Tenancies Act 2004 [202] / [206(b)]

With effect from 1 January 2006, entitlement to a deduction for interest paid on borrowed money employed in
the purchase, improvement or repair of rented residential premises is conditional on compliance with the
registration requirements of the Residential Tenancies Act 2004.

All queries relating to the registration requirements/process should be directed to the Private Residential Tenancies
Board, 2nd Floor, O'Connell Bridge House, D'Olier Street, Dublin 2. Email: information@prtb.ie Telephone: +353 1
6350600 10:00 am to 1:00 p.m. and 2:00 p.m. to 4:00 p.m. Monday to Friday. Fax: + 353 1 6350601 or www.prtb.ie

Rental Capital Allowances

Fixtures and Fittings

Fixtures and fittings can qualify for Plant and Machinery Capital Allowances at the rates shown on page 15 of
this Guide. Unused Capital Allowances of this nature can only be brought forward and set off against rental
income arising in future years.

Capital Allowances in Respect of Buildings [208 - 209]

In general, Capital Allowances are available on the cost of construction/refurbishment of Industrial Buildings
within the meaning of Section 268 TCA 1997 and in respect of the cost of construction/refurbishment of
Industrial and Commercial buildings in designated areas. If you are unsure as to whether you are due Capital
Allowances in respect of rental property owned by you, you should contact your local Revenue office.

Where you are claiming relief under a property based incentive scheme at Line 208(b) you must tick 4
the box at Line 201 and give details in Panel N on page 22 of the Return. See notes for Panel N on pages
53 and 54 of this Guide.
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If you wish to elect, under Section 305(1)(b) TCA 1997, to offset any excess of current year Capital Allowances
in respect of qualifying buildings, enter the appropriate amount(s) at Line 209(a) and/or Line 209(b). Certain
Capital Allowances are not available for offset against other income, i.e. they are ‘ring fenced’ so that relief can
only be given against rental income from that property and other Irish rental income, [209].

Where you wish to elect to have excess current year Capital Allowances in respect of buildings offset against
other income enter the amount in the appropriate box and note that:

¢ Section 409A TCA 1997 restricts the Capital Allowances available for offset against other income to
€31,750, [209(a)],

¢ the ceiling of €31,750, under Section 409A TCA 1997, does not apply to certain properties, such as
investments made by individuals including a passive investor in three star or better hotels in the
counties of Cavan, Donegal, Leitrim, Mayo, Monaghan, Roscommon and Sligo, other than in seaside
resorts of those counties, [209(b)].

Enter rental income after expenses but before Capital Allowances and loss(es), if any, at Row 4 of the
Calculation Guide. Enter total Capital Allowances at Row 5 of the Calculation Guide. Enter loss(es), if any, at
Rows 5, 38 & 47 of the Calculation Guide. The Calculation Guide does not cater for individuals with excess
Rental Capital Allowances for offset against future rental income.

Non-resident Landlord [211]

If you and/or your spouse are a non-resident landlord and rent is paid directly to your/your spouse’s bank
account (either in the State or abroad), your tenant(s) should have deducted tax at the standard rate of tax
(currently 20%) from the gross rents payable.

To claim a credit for this tax, you must obtain a form R185 from the tenant; this form confirms that the tenant has
deducted the tax and forwarded it to Revenue. Enter the required information at Lines 211(a) and 211(b). Do
not submit the form R185 with the return but you must retain it for a period of six years, in case evidence of tax
deducted is required in the course of an audit or verification check.

Note: you can only claim a credit for tax actually deducted and for which you have a completed form R185 from
the tenant.

Enter the tax deducted at Row 34 of the Calculation Guide

Show the source(s) and gross income from all Irish employments/offices and directorships. Tax deducted from
gross income at all employments/offices and directorships should be entered at Line 226(a) as an aggregate
total.

The income figure from the Forms P60 and P45 will show the salary plus the amount of any taxable benefits paid
during the year and the PAYE tax deducted from the salary.

Income proper to Line 215 should not be included here.

Enter Gross income at Row 9 of the Calculation Guide

This section refers to income (including any amount in the form of expenses payments received or
benefits-in-kind derived) from foreign employment(s) in so far as that income relates to the performance in the
State of duties of the employment. Such income will from the tax year 2007 be chargeable to tax under
Schedule E on the full amount arising and subject to deduction of tax under PAYE.

If the duties of the employment, as well as being performed in the State, are also performed outside it the gross
income should be apportioned accordingly. Only enter income attributable to the performance in the State of
such employment at Line 213. Income attributable to the performance outside the State should be entered at
Line 304.

Enter Gross amount at Row 9 of the Calculation Guide
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Give details of any sum (not returned elsewhere on the Return) received by you, or by anyone connected with
you, in the year 2007 from an employer as a result of:

the commencement of an office or employment,

the termination of an office or employment,

any change in its functions or emoluments,

the commutation of annual or periodic payments,
consideration for entering into restrictive covenants,
any other matter related to an office or employment.

Lump sum payments paid on Redundancy/Retirement are taxable. However, they qualify for special tax
treatment. They may be exempt or qualify for some tax relief which reduces the amount of the lump sum to be
taxed.

Top Slicing Relief relates to the tax payable and ensures that your lump sum is not taxed at a rate higher than
your average rate of tax for the 3 years prior to redundancy or retirement and is claimed after the end of the tax
year.

The formula for calculating this relief is:

Taxable X  (tax rate applied to lump sum minus average tax rate for previous three years)
lump sum

For married couples who are jointly assessed or who are taxed under separate assessment AND where both
spouses were, in any of the three years previous to the receipt of the lump sum, in receipt of income in their own
right, Revenue perform two computations as regards Top Slicing Relief. The first computation will utilise the joint
income and tax payable of both spouses into account in calculating the tax rates. For the second computation
only the income and tax payable of the spouse who received the lump sum payment will be taken into account.
The most beneficial Top Slicing Relief will be given to the customer. Top Slicing Relief for 2007 may be claimed
by completing Line 214(d) or by contacting your local Revenue office.

Example

Jane was made redundant on 8 June 2007. The taxable amount of her lump sum is €21,000, which is taxed at
her marginal rate of 41%. Her average rate of tax for the prior three tax years was 38%.

Top Slicing Relief is:
€21,000 x (41% - 38%) = €630
The tax payable by Jane will be reduced by €630.

The Calculation Guide does not cater for individuals with income from these sources.

This section refers to Members of the Judiciary, Members of the Oireachtas and Members of the European
Parliament only. Salaries of all other public sector employees, e.g. civil servants, nurses, teachers, etc. should
be entered at Line 212.

Enter at Row 9 of the Calculatio