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RELEVANT CONTRACTS TAX FA 1999 Changes

Tax Briefing Issue 37 October 1999

Summary of Amendments

Section 18 Finance Act 1999 amends Sections 530 and 531 TCA 1997. The following is a summary of the amendments as they appear in Section 18

· The period for which an applicant for a C2 must have been tax compliant is extended right up to the date of receipt of an application for a C2

· The definition of a relevant contract is amended to put it beyond doubt that employment agencies who arrange for the provision of relevant labour are within the scope of the tax. Revenue has always operated on this basis. The purpose of the amendment is to put the issue beyond doubt.

· A principal contractor, or a person who was previously a principal contractor who has been required to do so, must make a monthly return to the Collector General notwithstanding that no tax was deducted in a particular month.

Note - a principal who deducts tax in a month is obliged to make a return whether or not she/he has been required to do so by the Collector General.

· Revenue are enabled to include a provision in the regulations for the issue of estimates of RCT to persons whom the Collector General has reason to believe were principal contractors

· Statutory interest may be charged in respect of any amounts of tax due by virtue of a notice issued under regulations

· Non-resident applicants for a C2 must satisfy Revenue that they have throughout the qualifying period complied with their tax obligations in the country in which they were resident. They must also have complied with their tax obligations in the State during this period.

· The requirement to produce a C2 in person to the principal contractor is removed in the following circumstances:

· where the subcontractor has nominated to Revenue a bank account into which all payments under the Relevant Contract are to be made and where the principal undertakes to make all such payments into that account

· where the principal contractor holds a relevant payments card in respect of the subcontractor for the immediately preceding tax year and the contract in respect of which the relevant payments card was issued is ongoing at the end of the previous tax year. New forms to effect this change of procedure have been designed.

Details of the amended C2 procedures, which have already been advised to the construction industry, are reproduced at the end of this document.

· The subcontractor has a right of appeal against the cancellation of a C2. The C2 will remain cancelled pending either a decision by Revenue or a determination of the Appeal Commissioners to re-instate the certificate.

Administrative Changes

The RCT monthly return has been simplified. Copies of the new two part form are available from local tax offices or from the Revenue Forms & Leaflets Service at 01 - 878 0100. Principal contractors are no longer required to submit copies of Critics to the Collector General’s

Office with the RCT 30 return.

Commencement

The provisions regarding the amendment of the obligation to produce a C2 in person will be

effective from 6 October 1999. All other amendments are effective from 1999/2000 et seq.

New C2 Procedures

The 1999 Finance Act introduced important changes regarding the issue of relevant payments cards (RCT 47ís) to principal contractors in respect of a subcontractor. At present the subcontractor must produce his/her C2 in person to the principal contractor and jointly apply

to the Inspector of Taxes on form RCT 46 for an RCT 47. The principal contractor is not permitted

to make payments without deduction of tax to the subcontractor until he receives the RCT 47.

With effect from 6 October 1999, it will no longer be necessary for a subcontractor to produce his/her C2 in person where:

The subcontractor has notified his/her tax office of the details of the bank account into which

payments in respect of the contract are to be paid

and

The principal undertakes to make all payments due to the subcontractor into the nominated

account.

In the case of a subcontractor resident in the State the bank account must be held in the State. In

the case of a non-resident subcontractor the nominated bank account may be held either in this

State or in the State in which the subcontractor is resident.

Where the above conditions have been complied with the subcontractor need only provide

details of the C2 and the nominated bank account to the principal contractor on form RCT 46 to

enable the principal to apply for a RCT 47. Re-designed forms RCT46 and RCT 5 are now available from local tax offices. The re-designed forms make provision for the subcontractor’s bank account details and in the case of the form RCT 46 for the principal contractor to give an undertaking to make all payments directly into the nominated bank account. The re-designed RCT 46 may be used by a subcontractor to give details of the nominated bank account to the tax office as part of the application for an RCT 47.

Subcontractors who wish to operate the bank account payments system should confirm with the principal contractor that he/she is in a position to make payments into the nominated bank account before completing the bank account details on the RCT 46.

RCT Capital Allowances/Own-Occupier Relief

In addition where a contract is on-going at the end of a year and the principal has been issued with an RCT 47 in respect of the previous year the principal may apply to Revenue for a relevant

payments card in respect of the subcontractor without having seen the subcontractor’s C2 for the

following year or without having been provided with the details of the C2 and nominated bank account.

It should be noted that the bank account system is voluntary and may be operated for some contracts and not for others.

Further information or clarification may be obtained by contacting the local tax office.

