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QUERIES

Relevant Contracts Tax

Question
How are payments to subcontractors by principal contractors prior to receipt of a relevant payments card (RCT 47) to be treated for tax purposes?

Answer
Section 531(1) Taxes Consolidation Act 1997 formerly [Section 17(2) Finance Act 1970] obliges a principal contractor to deduct tax from payments to subcontractors. Section 531(12)(b) Taxes Consolidation Act 1997 formerly [Subsection (8)(b) Finance Act 1970] allows the principal to pay the subcontractor without deduction of tax where the principal has received a relevant payments card from the Revenue Commissioners viz. “a principal who, upon receiving the card, shall .... be entitled during the income tax year (or the unexpired portion thereof) to which the relevant payments relates to make payments to the subcontractor named in the card without deduction of tax.”

Accordingly payments cannot be made without deduction of tax by principal contractors to subcontractors prior to receipt of the relevant payments card (RCT 47) from the tax office.

Failure by principal contractors to adhere to this leaves them liable to payment of the tax which should have been deducted in accordance with Section 531(1) Taxes Consolidation Act 1997 formerly [Section 17(2) Finance Act 1970]. 

However, where exceptionally a payment is made prior to receipt of a relevant payments card and the tax affairs of both the principal and subcontractor are fully up to date Revenue will not seek to collect the tax involved. These type of cases should be exceptional. Revenue reserves the right to pursue collection of the tax involved where principal contractors are abusing the system or are habitually resorting to making payments prior to receipt of RCT 47’s.

