Tax Briefing 26 – April 1997

NOTE: 

The information provided in Revenue eBrief No. 41/2008 supersedes the position set out in this Tax Briefing article.
Relevant Contracts Tax

Regulations

The Income Tax (Relevant Contracts) Regulations 1996 provide that before entering into a relevant contract, the parties to the contract must make a declaration on Form RCT 1. The declaration is to the effect that the parties have examined the guidelines published by the Revenue Commissioners as to the distinction between contracts of employment and relevant contracts and is satisfied that the contract they propose to enter into is not a contract of employment. A relevant contract, which is defined in Section 17 Finance Act 1970, is a contract to which Relevant Contracts Tax applies.

Forms RCT 1 – Requirements

The operation of the existing requirements for completion of Forms RCT 1 has been reviewed. The review reveals that in cases of a continuing contractual relationship (rolling contract) repeated declarations are not only inconvenient for the contracting parties but futile to their stated purpose. Revenue therefore accepts in such cases that a single RCT 1, completed annually, will suffice. This includes situations where the jobs do not succeed each other immediately. An example is an electrical contractor who has a maintenance contract with a Health Board. Each job will not be treated as a single contract for RCT 1 purposes.

Where the subcontractor has to compete for a new job, that job will be regarded as a new contract and an RCT 1 should be completed. In addition, an RCT 1 should be completed in respect of any relevant contract where the contractual relationship between the parties has changed - for example, where a former employee becomes self-employed and enters into a relevant contract with the former employer.

In cases where a subcontractor holds a current C2 (certificate of authorisation), it will be sufficient if the RCT 1 is completed when the principal and subcontractor are applying for a Relevant Payments Card (C47). The single declaration may be treated as covering all contracts between the registered subcontractor and the principal for that tax year. 













