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1 Introduction

With effect from 1 January 2007, measures to limit the use of certain tax reliefs and
exemptions (known as “specified reliefs”) by high-income individuals were
implemented, underpinned by legislation in Finance Act 2006 and 2007.

Changes introduced by Finance Act 2010, with effect from 1 January 2010, ensured
that individuals who are fully subject to the restriction, pay an effective rate of
income tax of approximately 30 per cent.

This manual,provides guidance on the application of the restriction for the tax year
2010 and subsequent years.

2" How doeés.the restriction work?

The high=income individuals’ restgpiction (HIIR) works by limiting the total amount of
specified reliefs that'can'be used by a*high-income individual to a maximum amount
each year®*The' maximumsamount is‘'set by reference to a specific figure or to a
maximum percentage of ineome for the yeéar.

Relief that is disallowed.for a tax year is added=back to the individual’s taxable
income for the yeanto.give a recalculated taxable income figure. The recalculated
taxable income amountis then taxedin accordan€eywith normal income tax rates
and the individual is entitled*to normal tax creditsagainst the tax due. Paragraph 5
explains how the restriction is.calculated:Paragraph 6 explains how the restriction
applies to jointly assessed masgried couples/civil partnersaParagraph 9 outlines how
the restriction works in situations involving €xempt income.

3 To whom does the restrietion apply?

For the tax year 2010 and subsequent years, the restriction appli€s.to an individual
where all the following three criteria apply:

] the adjusted income of an individual for'the tax year is;equal to or
greater than an “income threshold amount®, which is dsually €125,000,
but less if the individual had combined ring-féneed income and adjusted
income in the tax year of less than €400,000;

] the aggregate of specified reliefs used by the individual for the'tax year is
equal to or greater than a “relief threshold amount?, which is set at
€80,000; and

. the aggregate of specified reliefs used by an individual forthe tax year is
greater than 20 per cent of the individual’s adjusted income;

Appendix 1 explains how “adjusted income” and the “income threshold amount” are
calculated.
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Appendix 2 explains the term “ring-fenced income”.

In addition to the HIIR, there is a USC property relief surcharge which may apply to
individuals affected by the HIIR. This is dealt with in Tax and Duty Manual Part 18D-
00-01 . The USC property relief surcharge applies to reliefs used before the
application of the HIIR.

4 What specified reliefs are covered by the restriction?

Reliefsicovered by the restriction are known as “specified reliefs” and include:

= The'various sectoral and area-based property tax incentives — for example,
accelerpated capital allowances for nursing homes/private hospitals?,
industrial/commercial buildings in urban, rural and town renewal areas and
reliefs in selation to the cast of construction / refurbishment / conversion of
rented residential accommaodation located in such areas;

. Certain exemptions relatingsgto, for example, artists’ income?;

= Certain investmentiincentive reliefs3;

A full list of thefreliefs and"exémptions covered by the restriction is set out in
Schedule 25B Taxes Censolidation Act 199%(TCA) and shown in Appendix 3.

Normal business-related expenses; deductionsifor.capital allowances on plant and
machinery (other than those claimed.by.passive traders on plant and machinery that
they lease to manufacturing trades sin¢e 15 October 2013), business-related trading
losses, and losses from a rental activity thatido not arisesfrom the use of specified
reliefs are not generally affected’by the restriction. Personal tax credits are also not
affected.

5 How is the restriction calculated?

The restriction is calculated by using the férmula T + (S—=¥).to determine the amount
of recalculated taxable income. The amount'calculated«tising the formula is then
taxed in accordance with normal income tax ratésiand the'individual is entitled to
normal tax credits against the tax due.

1 Accelerated capital allowances for nursing homes and private hospitals are no longer available

2 An upper limit of €50,000 was applied to the artists’ exemption with effect from the tax year 2015.
Previously an upper limit of €40,000 applied from 01 January 2011.

3 Reliefs such as Employment and Investment Incentive (Ell) relief, where the investment was made
on or before 15 October 2013 (but not seed capital scheme relief),


https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-18d/18D-00-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-18d/18D-00-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-18d/18D-00-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-18d/18D-00-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-18d/18D-00-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-18d/18D-00-01.pdf
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The elements of the formula are as follows:

T = the individual’s taxable income (before the restriction),

S = the aggregate amount of specified reliefs used in the year, and

Y = the greater of €80,000 (the relief threshold amount) and 20 per cent of
the individual’s adjusted income for the year.

Examples are set out in Appendix 4.

6 How.is the restriction applied to jointly assessed couples?

Under joint assessment, the income of the non-assessable spouse or civil partner is
charged andsassessed to tax as income of the assessable spouse or civil partner -
section 1017/section 1031C TCAwrefers. The income of both spouses or civil partners
is joined at the totalincome stage,which means deductions from total income are
usually allowable against the ingome of both spouses or civil partners.

When detesmining whether'the restriction applies to a jointly assessed couple, each
spouse or civil partner must_be looked at separately. Items which are deductions
from total incemeé (those listediin Part 1*of.the Table to section 458 TCA) and which
would ordinarily.be available assasxdeduction from the joint total income of a couple
should be first offsetiagainst the total income ofithe spouse or civil partner who is
first entitled to the deduction and'then any excessioffset against the other spouse or
civil partner. The restriction.will apply'to each individual spouse or civil partner only
where the three criteria listed in Paragkaph 3 apply'to that spouse or civil partner.

Following determination of thesfecalculateditaxable income of a spouse or civil
partner to whom the restriction‘applies, thati@mount is thén added to the taxable
income of the other spouse or civilgpartner (orthe recalculated.taxable income of
the other spouse or civil partner where the restriétioh.applies to the other spouse or
civil partner). The combined amount is then taxed in.a€cerdance with normal
income tax rates and the couple is entitledto,normal tax.credits against the tax due.

In joint assessment cases, section 15 TCA provides for an incfease in the amount of
income chargeable to income tax at the standardrate where'eagh spouse or civil
partner is in receipt of income. This increase is set'at.the lower*“specified income” of
the spouses or civil partners, subject to a maximum amount of €33;000 for the year
of assessment 2024 and subsequent years of assessment. Specifiedincome is
defined in section 15 TCA by reference to total income.

Where the HIIR applies, the entitlement under section 15 TCA to an additional
amount chargeable at the standard rate may be calculated by reference to the
recalculated taxable income of the spouse or civil partner in question where thisis
more beneficial than calculation by reference to total income.

Examples are set out in Appendix 5.
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7 Treatment of excess specified relief arising because of the
restriction

The total amount of specified reliefs that are not allowed in a year because of the
restriction is known as “excess relief”.

Section 485F TCA provides that the amount of the excess relief can be carried
forward to the following year (or years) and used as a deduction from the
individual’s total income in arriving at his or her taxable income for that year(s).
However, any other relief to which the individual is entitled to, including other
specified reliefs for the particular year, is given in priority to the excess relief carried
forward:

Reliefs carriediforward as excess relief lose their individual character in that they are
pooled togetheriin a single amount. The pooled amount is then treated as a
separate tax relief in'its own right. "As it is deducted from total income in the year in
whichitisiused, it reduces the amount of taxable income in that year before the
calculation of any restriction that might apply. However, it is treated as a specified
relief in the year in whichfit is used in deciding whether the restriction applies in that
year.

7.1 Excess relief'carried fofward in joint.assessment cases

Excess relief carried forward'is a dedugction from total income and is listed in the
table to section 458 TCA. This'means thatyas with other.deductions from total
income, relief can be claimed®byseither or both spouses or ¢ivil partners in joint
assessment cases.

Where a spouse or civil partner claims an amount of‘excess relief*earried forward as
deductible from her or his total income,'that amount issdeductible from the total
income of both spouses or civil partners.. Any unused.rélief from thé spouse or civil
partner who was subject to the HIIR will beltransferred tosher or his spouse or civil
partner.

8 Interaction between HIIR and claw batk of rented
residential (previously “section 23 type”) relief in death
cases

Tax and Duty Manual Part 04-08-08 deals with offsets of Case V l6sses and excess
capital allowances between spouses or civil partners. It sets out Revenue’s practice
on the imposition of a claw back of rented residential “section 23 type” relief on‘the
death of a spouse or civil partner and in other limited circumstances.


https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-04/04-08-08.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-04/04-08-08.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-04/04-08-08.pdf
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Rented residential relief under various property incentive schemes is a “specified
relief” for the purposes of the HIIR. The amount of such relief used by an individual
in a tax year must be taken into account when calculating any restriction that is to
apply for the year. This rule equally applies where an individual dies in a tax year in
which he or she is subject to the restriction.

Tax and Duty Manual Part 10-11-01 states that where a rented residential “section
23 type” property passes to a surviving spouse or civil partner and a claw back of the
rented residential relief applies to the deceased spouse or civil partner, Revenue will
allow aset-off of the rented residential relief deduction due to the surviving spouse
or civilgpartner against the amount assessable on the deceased in the year of death
for the property involved. The maximum set-off allowed is equivalent to the amount
of .the rent'deemed to have been received by the deceased as a result of the claw
back.

Therefore, where assurviving spouse or civil partner elects to set some of the relief,
to whi€h they are entitled to, against rental income on which a deceased spouse or
civil partneriis assessable because aof @a'clawback of relief, the amount of relief so set
off must be taken into aeCount in calctilating the amount of “specified reliefs” for the
purpose of the.HHR used by the deceased Spouse or civil partner. It will not be used
to calculate the @mount of specified reliefs used by the surviving spouse or civil
partner.

Revenue allows a “furthemoption” in cases of potential clawback of relief for a
deceased spouse or civil'partner, whereby a surviving spouse or civil partner can
make an election that no claw'back of rentéd residential relief will be applied in the
case of the deceased spouse or givil partner. Ji'additiongany unused balance of
rented residential relief will transfer to the suwviving spouse‘or civil partner, where
such relief has not been used in fullidoy the deceased spouseior civil partner in
relation to rental income received up to date of death.

Where an election is made in accordance with this “further option”sthe rented
residential relief, if any, used by the deceaséd spouse or civil partneriin the year of
death will be taken into account when calculating specified reliefs used by the
deceased spouse or civil partner in that year. Likewise, rentéd residential relief, if
any, used by the surviving spouse or civil partner in‘the year her or,his spouse or civil
partner dies, and in later years, should be taken into @€eount in calculating specified
reliefs used by the surviving spouse or civil partner in"€agh, year.

Where a restriction of reliefs applies to a deceased spouseior ¢ivil partnérin the year
of her or his death, any excess relief which arises because of thetapplication.ef the
restriction, including any such excess relief which arises becausesofithe restriction of
rented residential relief, does not transfer to the surviving spouse or civil parther:

See Tax and Duty Manual Part 10-11-01 for additional information.


https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-10/10-11-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-10/10-11-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-10/10-11-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-10/10-11-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-10/10-11-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-10/10-11-01.pdf
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9 Exemptincome and the HIIR

Prior to 2007, certain income, such as artists’ income and patent royalties, was not
chargeable to tax because of various exempting provisions. However, following the
introduction of the HIIR, the amount of the exemption used each year (subject to the
limitation on the artists’ exemption introduced from the tax year 2011 and amended
in 2015) must be taken into account in deciding whether the restriction applies.

Therefore, an individual whose only income is exempt income is subject to the
restriction for the year 2010 and subsequent years where the amount of the exempt
income.is €125,000 or more. While the relief threshold amount is €80,000, the
restriction does not apply unless adjusted income is €125,000 or more.

Where an individual has income other than exempt income and his or her adjusted
inceme is €125;000 or more, thérestriction will generally apply where the aggregate
of thesexempt ingdme and any other specified reliefs used is €80,000 or more.
Howeverywhere the@ggregate 6fithe exempt income and any other specified reliefs
used doesmot exceed 20yper cent'of the individual’s adjusted income for the year,
the restrictionwwill not apply.

Examples are set.out in Appendix 6.

Relief carried forwand as excess rélief (see paragraph 7) may arise because of the
application of the restriction in an'exempt incomesituation e.g. where artists’
exemption is claimed. In sueh a situation, it will onlyle possible to use the excess
relief if the individual has'non-exempt'ineome which is taxable in the year to which
the excess relief is carried forward. Where.the taxpayer only has exempt income in
the year, no relief is possible, and'the excessreliéf can only be carried forward. It
should be noted that excess relief'eannot be Set'against recalculated taxable income.

10 Double tax relief

For any tax return submitted after the passingiof Finance (No: 2) Act 2013 (18
December 2013), the Irish effective tax rate foriindividuals affected by the HIIR
should be calculated using the formula:

Irish tax (after application of the HIIR)
Adjusted income (as determined for the HIIR)

An example of how this formula is applied is set out in Appendix.Z:

11 Pay Related Social Insurance and Universal Social Charge

The focus of the restriction is on the recalculation of taxable income and does not
affect the calculation of PRSI and USC. In the year that a restriction applies, these
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calculations are based on the original income assessable. Where excess relief is
carried forward for deduction from total income in that year, the excess relief is not
¢ deductible in calculating PRSI or USC for that year.

(‘ 12 Tax returns requirement

ere an individual is subject to the restriction, he or she is required to submit a
“self-ssessment Income Tax Return (Form 11) by the return filing date for the
re 6 tax year. Additionally, a Form RR1 setting out details of the calculation of
r ,rkﬁion must be submitted with the Form 11.

d on the Form RR1 include the aggregate of specified reliefs used by
r the particular year, the amount of the individual’s taxable income

ion of the restriction and the amount of the individual’s
income e application of the restriction.

In the% a marg ouple o il partners where joint assessment applies, a
single Fo ﬁl shoul%mplet ?ing details of the application of the
e

restriction t@ each spou egpdvil par e‘rgs applicable).

rec ated ta
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Appendix 1 — Key terms

Adjusted Income

Adjusted income is calculated by adding the total amount of the specified reliefs
actually used by an individual for a tax year to his or her taxable income for that year
and then deducting any ring-fenced income of the individual for the year. The
formula (T + S) — R is used where:

T =the individual’s taxable income (before the restriction)
S = the aggregate amount of specified reliefs used in the year, and
R ="the'amount of the individual’s ring-fenced income for the year

Example 1

Mr. A has taxable inceme of €100,000 (T) in 2020, having been reduced by €200,000
of specified reliefs (S)# He has no'ting-fenced income (R) so his adjusted income (T +
S) — R is €300,000.

Example 2

Ms. B has taxable ineceme of €90;000 (T) in«2020, having been reduced by €100,000
of section 23-type'relief (S). She has ring-feneedsincome (bank deposit interest) of
€70,000 (R), which islincluded in hertaxable ineome figure of €90,000. Her adjusted
income (T +S)— R is €120,000.

Income Threshold Amount

In deciding whether the restriction.is applicable;the income threshold amount is, in
general, €125,000 but is less if the ihdividual had ring-fencedineome (e.g. deposit
interest) and adjusted income for the tax year is less than €400,000. In that
scenario, the income threshold amount is,ealculated.by'using the formula:

€125,000 x A
B
where:

A = the individual’s adjusted income for the yearn; and
B = the sum of T + S (same meaning as in adjusted income above)

Example 3
Using the figures relating to Ms. B in Example 2 above, her income threshald armount

for 2023 is as follows:

€125,000 x €120,000 = €78,947.
€190,000

10
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The restriction applies to Ms. B for the year 2023 as her adjusted income (€120,000)
is greater than her income threshold amount of €78,947, specified reliefs used

(€100,000) is greater than €80,000 (the relief threshold amount) and specified reliefs
used (€100,000) is greater than 20% of adjusted income (€120,000 x 20% = €24,000).

11
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Appendix 2 — Ring-fenced income

¢ Ring-fenced income is income that is normally liable to tax at a specific rate, which is
O lower than the higher rate of income tax, regardless of the amount received or the
ﬂ marginal rate of tax at which the individual is liable. Ring-fenced income is defined

'section 485C TCA and as of 1 January 2020 includes the following:

ish deposit interest (as referred to in section 261(c)(i)(Il) TCA from
ich Deposit Interest Retention Tax (DIRT) is deducted;

= Iﬁdeposit interest received gross (as referred to in section 261B
TCA) by, virtue of a declaration made by an individual that he or she
z was % over 65 or was permanently incapacitated; and
ﬁ Deposi est receivedsgross (as referred to in section 267M TCA)
Ahich ari an EU State other than Ireland and which is

Iv%e to tax rate equ he DIRT rate.

O

3 ¥
\Y
S

y >
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Appendix 3 — List of specified reliefs

List of specified reliefs for the purposes of section 485C TCA as listed in Schedule

25B TCA
Ref Section Description
1 140 Dividends and distributions out of exempt income from stallion fees,
stud greyhound services fees and occupation of certain woodlands
3 142 Dividends and distributions out of exempted income from certain mining
operations
4 143 Dividends and distributions out of relieved income from certain mining
operations
5 195 Exemption of*€ertain earnings of writers, composers and artists
12 253 Relief for interést'paid on loans used to acquire an interest in a
partnership
13 272 Writing-doWn allowances in respect of capital expenditure on:
= Hotels written‘off:at 15% rate (5268(1)(d))
= Nursingshomes (Sec..268(1)(g)) including residential units
attachedito nursing*hemes (Sec. 268(1)(g) by virtue of
$268(3B))
= "Convalescent'homes (S268(1)(i))
= Private hospitals (5268(1)(}))
= Sparts.injury clinics(S268(1)(k))
= Mental'health centres (S268(1)(I))
= Specialistypalliative eare units (S268(2)(m))
= Aviation services facilities (section 268(1)(n))
= Holiday camps written-off at*15% rate'and holiday
cottages (5268(3))
14 273 Acceleration of writing-down allowances in respett of certain
expenditure on certain industrial buildings or structures
15 274 Balancing allowances in respect of capital'expenditure on the buildings
listed at
Ref. No. 13 above.
15A 304(4) Income tax: allowances and chargesiin taxing a trade, etc.
15B 305(1) Income tax: manner of granting, and effect.of, allowances made by
means of discharge or repayment of tax
15C 284 Wear & tear allowances on plant and machinery,claimed by.a,passive
(subject [ trader when leasing the plant and machinery t6 a manufacturing trade
to [since 15 October 2013].
section
485C(1B)

13
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Ref Section Description
15D 288 Balancing allowances on plant and machinery claimed by a passive trader
(subject | when leasing the plant and machinery to a manufacturing trade.
to
section
485C(1B)
16 323 Customs House Docks Area: capital allowances in relation to the
construction of certain commercial premises
17 324 Customs House Docks Area: double rent allowance in respect of rent
paid for certain business premises
18 331 Temple Bar Area: accelerated capital allowances in relation to
construction or refurbishment of certain industrial buildings or structures
19 332 Temple BarsArea: capital allowances in relation to construction or
refurbishment*of certain commercial premises
20 333 Temple Bar Aréa:idouble rent allowance in respect of rent paid for
certain business premises
21 341 UrbanRenewal Scheme and Designated Streets Scheme: accelerated
capital alloWwances for‘construction/refurbishment of certain industrial
buildings or stkuctures
22 342 Urban Renewal'Scheme andiDesignated Streets Scheme: capital
allowances in relatien to constrtiction/refurbishment of certain
commereial premises
23 343 Enterprise Areas: capitalallowances in relation to
constructien/refurbishmentsof certaindbuildings or structures
24 344 Multi-storéy'ear parks: capital,allowances'in relation to construction or
refurbishment
25 345 Urban Renewal Scheme, Enterprise,Areas and Multi-storey car parks:
double rent allowance.in respectiofifent paid for‘certain business
premises
26 352 Qualifying Resort Areas: accéleratedseapital allowances in relation to
construction or refurbishment of certaintindustrial buildings or structures
27 353 Qualifying Resort Areas: capital allewances in relation to construction or
refurbishment of certain commercial,premises
28 354 Qualifying Resort Areas: double rent allewance insfespect of rent paid for
certain business premises
29 372C Qualifying Areas: accelerated capital allowances in relation to
construction or refurbishment of certain industrial buildings.or structures
30 372D Qualifying Areas and Living-Over-the-Shop Scheme: capital allowances in
relation to construction or refurbishment of certain commercialgpremises
31 372M Qualifying Rural Areas: accelerated capital allowances in relation to

construction or refurbishment of certain industrial buildings or structures

14
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Ref Section Description

32 372N Qualifying Rural Areas: capital allowances in relation to construction or
refurbishment of certain commercial premises

33 372V Park-and-Ride Facilities: capital allowances in relation to construction or
refurbishment

34 372W Park-and-Ride Scheme: capital allowances in relation to construction or
refurbishment of certain commercial premises

35 372AC Town Renewal Areas: accelerated capital allowances in relation to
construction or refurbishment of certain industrial buildings or structures

36 372AD Town Renewal Areas: capital allowances in relation to construction or
refurbishment of certain commercial premises

36A 372AX Mid-Shannon Corridor Tourism Infrastructure Investment Scheme:
accelerated'capital allowances in relation to construction/refurbishment
of certain registered holiday camps

36B 372AY Mid=Shannon Cogridor Tourism Infrastructure Investment Scheme:
capital‘allowancés'ingelation to construction or refurbishment of certain
tourism infrastructure facilities

37 372AP Relief fonlLessors of rented residential property — various schemes

38 372AU Relief for Lessors of rented residential property: Saver for relief due, and
(1) for elawback of relief given,funder old schemes

38A 372AAC | LivingsCity Initiativeiicapital allowances in relation to the conversion or

refurbishment of ceptdin commercial premises

38B 372AAB | Owner Occupier Reliefifallowances tesowner-occupiers in respect of
qualifying expenditure ingurred on the eonversion and refurbishment of
Georgian houses

38C 372AAD | Rented Residential:Relief: capitalallowancesito lessors in respect of
eligible expenditurefincurred on‘the conversionand refurbishment of
relevant houses

39 381 Right to repayment of taxby reference to losses ift so far as it is referable
to any double rent relief

40 381 Right to repayment of tax byireference tollosses as extended by S392
(option to treat capital allowangesias creating or.augmenting a loss) in so
far as it is referable to any capital allowances thatsare specified reliefs

41 382 Right to carry forward losses to futuge years in sofar as it is referable to
any other specified relief

42 383 Relief under Case IV for losses in so far asfitis,referable to any other
specified relief

43 384 Relief under Case V for losses in so far as it is referable to any‘other
specified relief

44 385 Terminal loss in so far as it is referable to any other specified relief

46 482 Relief for expenditure on significant buildings and gardens

15
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Ref Section Description
47 485F Carry-forward of excess relief
48A 823A Deduction for income earned in certain foreign states for the tax years
2012 and subsequent years up to and including 2022
49 843 Capital allowances for buildings used for third level education purposes
50 843A Capital allowances for buildings used for certain child-care purposes
50A 843B Capital allowances for buildings used for the purposes of providing
childcare services or a fitness centre to employees. [This provision was
originally inserted by section 12 Finance Act 2017, subsequently repealed
and replaced by section 19 Finance Act 2018 and came into effect on 1
January 2019.]
51 847A Donations to certain sports bodies
53 Para. 117 [4Urban Renewal.Scheme, 1986: capital allowances in relation to certain
oftSch. 32 |[«€commercial premises in designated areas other than Customs House
Dacks,Area
54 Para’ 13" | Urban.Renewal Scheme, 1986: double rent allowance in relation to
of Sch. 32| certain prémises in designated areas other than Customs House Docks

Area
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The following specified reliefs were deleted from Schedule 26B TCA in Finance Act
2020 as they are no longer available.

Ref No[Specified Relief
Section 141 (exemption of distributions out of patent royalty income).
Section 231 (exemption of profits or gains from stallion fees).

Section 233 (exemption of profits from stud greyhound service fees).
Section 234 (exemption of certain income from patent royalties).

10. Section 248 (relief for interest paid on loans used to acquire an interest in a
company).

11. Sectioni248 (relief for interest paid on loans used to acquire an interest in a
company)as extendediby section 250 (extension of relief under section 248
to certainfindividuals in‘relation to loans applied in acquiring interest in
Certain companies).

45. Section 481 (reliefifor investment in films).

18 Section'489(3) (BES relief)

OR[N

17


https://service.betterregulation.com/document/48678
https://service.betterregulation.com/document/48678
https://service.betterregulation.com/document/48678
https://service.betterregulation.com/document/48778
https://service.betterregulation.com/document/48778
https://service.betterregulation.com/document/48778
https://service.betterregulation.com/document/48780
https://service.betterregulation.com/document/48780
https://service.betterregulation.com/document/48780
https://service.betterregulation.com/document/48781
https://service.betterregulation.com/document/48781
https://service.betterregulation.com/document/48781
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48802
https://service.betterregulation.com/document/48802
https://service.betterregulation.com/document/48802
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/48800
https://service.betterregulation.com/document/49069
https://service.betterregulation.com/document/49069
https://service.betterregulation.com/document/49069

Tax and Duty Manual Part 15-02A-05

Appendix 4 — Worked examples

Example 4

Mr. A has taxable income of €100,000 (T) in 2023 having been reduced by €200,000
of specified relief (S). He has no ring-fenced income, so his adjusted income is
€300,000 (see Example 1 in Appendix 1).

The restriction applies for 2023 as Mr. A’s adjusted income is greater than €125,000
and his use of specified reliefs is greater than €80,000. His recalculated taxable
income far2023, using the formula T + (S -Y), is €220,000 as follows:

T (€100,000) + S (€200,000) - Y (€80,000 - this is greater than 20 per cent of his
adjusted income).

Therefore, Mr. A’sitaxable income.for 2023 is increased from €100,000 to €220,000.
The additional amount taxable (that'is, €120,000) is carried forward as “excess
relief” to'the year 2024,under section 485F TCA. It will be a specified relief only to
the extent that it is used'in 2024 (or subsequent years).

Example 5

Ms. B has taxable income of €90,000 (T) in 2023having been reduced by €100,000 of
specified reliefs (S). She has ring-fented income of €70,000, which is included in her
taxable income figure of €90,000. Her'adjusted income is €120,000 but her income
threshold amount is only €78,947 (see/Examples 2 and 3 in Appendix 1).

The restriction applies for 2023sasyMs. B’s adjusted income'is greater than her
income threshold amount and hemuse of spe€ified reliefs is greater than €80,000.
Ms. B’s specified reliefs are greater'than 20 percent of her adjusted income. Her
recalculated taxable income for 2023,.using the formula T + (S £Y), is:

T (€90,000) + S (€100,000) - Y (80,000)= €110,000
Ms. B’s taxable income for 2023 is increased fromy€90,0000 £110,000. The
additional amount taxable (that is, €20,000) is carried forward asi“excess relief” to

the year 2024 under section 485F TCA. It will be @ specified relief only to the extent
that it is used in 2024 (or subsequent years).
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Appendix 5 — Worked example: joint assessment

Example 6
A married couple, Mr and Mrs D, are taxed under joint assessment and in 2023 have
the following income and deductions:

MrD - € MrsD - €
Case Al 650,000 720,000
Depgosit.Interest 10,000 10,000
Capitalallowances (plant & machinery) (15,000) (15,000)
Capital allowances (town renewal scheme) (430,000) n/a
Rental income nil 100,000
Otherspecified reliefs (30,000) (40,000)
Capital allowancesi(rented hotel) n/a (320,000)*
Taxable Income 185,000 675,000
Joint Taxable Income

860,000

Mr. D: Mr. D’s town reneWal capital allowances aregiin.respect of a commercial
property used for his profession and aré set againstithe income from that profession.
His taxable income for 2023 .is€185,000. His,specified reliefs are €460,000 (i.e. town
renewal capital allowances and.ether specified reliefs of€30,000, as above). His
adjusted income using the formula (T + S) — R4S €£635,000 (see below).

The restriction applies to Mr. D for 2023. His adjusted income‘isigreater than the
income threshold amount of €125,000 and his use of specified reliefs (that is
€460,000) is greater than the relief thresheld amount.of €80,000 and greater than
20% of his adjusted income (20% of €635,000 =.€127,000)¢ Calculation of the
restriction, which results in recalculated taxable.income of €518,000, is as follows:

Adjusted Income € Recalculated Taxable Income €

T - Taxable Income 185,000 | T - Taxable Income 185,000
S - Specified Reliefs 460,000 | S - Specified Reliefs 460,000
R - Ring fenced (10,000) | Y—€80,000 or, if greater, 20% of (127,000)
Income Adjusted Income

Adjusted Income 635,000

20% of Adj. Income 127,000 | Recalculated Taxable Income 518,000

1 Only €100,000 of this amount can be used (allowable against rental income only — section 409B TCA)
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Therefore, Mr. D’s taxable income for 2023 is increased from €185,000 to €518,000.
The additional amount taxable (€333,000) is carried forward as “excess relief” to the
year 2024 under section 485F TCA. It will be a specified relief to the extent that it is
used in 2024 (or subsequent years).

Mrs. D: Mrs. D’s capital allowances of €320,000 in respect of the hotel are ring-
fenced against the rental income of €100,000 with the balance of €220,000 carried
forward to 2024 as excess capital allowances. Therefore, her taxable income for
2023 is£675,000. Her adjusted income using the formula (T + S) — R is €805,000 (see
below).

Although*Mrs. D has reliefs of €360,000 available in 2023 in relation to her
investments, she can use only €140,000 of those reliefs because of other restrictions
in.the Tax Acts'i.e. apart from the HIIR.

The'restriction does'not apply*to.Mrs. D for 2023. While her adjusted income is
greatef than the indome threshold amount of €125,000 and her use of specified
reliefs (i.e. €140,000) is'greater than therelief threshold amount of €80,000, her use
of specified réliefs is lessithans20 per ¢ent of her adjusted income (20% of €805,000
=€161,000).

Adjusted Income € Recalculated Taxable Income €

T - Taxable Income 675,00041T - Taxabledncome

S - Specified Reliefs 140,000 | S#=Specified Reliefs

R - Ring fenced Income | (#0,000) | Y =%€80,000 or, if.greater, 20% of

Adjusted Income 805,000 Adjusted Income

20% of Adj. Income 161,000, | Recalculated Taxable.lncome no change

Her taxable income for the year remainsiat €675,000.

Combined position for 2023

The position for Mr. and Mrs. D for 2023 is thatitheir combinedtaxable income
following the application of the restriction is increased from €860,000 to €1,193,000,

being a combination of recalculated taxable income of€518,000 forMr. D and
original taxable income of €675,000 for Mrs. D.
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Appendix 6 — Worked examples — carry forward of excess relief

Example 7

In 2023 Ms E had total income of €300,000, including €120,000 of artist’s income
(€50,000 of this is exempt). She had €80,000 of specified reliefs carried forward
from 2017 and had no ring-fenced income.

Stand-alone basis 2023: If the €50,000 exemption is the only relief used by Ms. E in
the tax yéar 2023, then she is not subject to the restriction as the use of specified
reliefs is lessithan the relief threshold amount of €80,000. In that situation her
taxable incomewwill be €250,000 (that is, income of €300,000 less €50,000
exemption). However, as she has excess relief carried forward from 2022, this relief
must be taken inte"account in calculating the restriction.

The restriction appliesfor 2023. Adjusted income of €300,000 (see below) is greater
than the ineome thresholdi@mount’ef €225,000. The use of specified reliefs of
€130,000 (artist’s exemption:of €50,000 and section 485F relief carried forward of
€80,000) is greater. than the relief threshold-amount of €80,000 and greater than 20
per cent of the adjusted incomemCalculation.ef the restriction, which results in
recalculated taxablejncome of €220,000, is as follows:

Adjusted Income € | Recalculated Taxable Income €
T - Taxable Income 170,000 |4T.- Taxable lncome 170,000
S - Specified Reliefs 130,000 [*S.#Specified Reliefs 130,000
R - Ring fenced (nil) | Y—€80,000 or, if greater, 20% of | (80,000)
Income Adjustedsincome

Adjusted Income 300,000

20% of Adj. Income 60,000 {/Recalculated Taxable Income 220,000

Therefore, Ms. E’s taxable income for 2023 is‘in¢reased from_€170,000 to €220,000.
The additional amount taxable (€50,000) is carried ferward as “éxcess relief” to the
year 2024 under section 485F TCA. It will be a spécified relief onlyto the extent that
it is used in 2024 (or subsequent years).
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Example 8

Mr. F has artist’s income of €240,000 in 2020, of which €50,000 is exempt. He also
has other income of €325,000 of which €45,000 is ring-fenced income. He also has
€75,000 of income from exempt distributions from the occupation of woodland in
2023 and has €5,000 excess relief forward from 2022 under section 485F.

Mr. F’'s taxable income for 2023 is €510,000, as follows:

Exempt Income € | Calculation of Taxable €
Income
Artistsilncome 50,000 | Artists Income 190,000
Distributions 75,000 | Other Income 325,000
frem occupation
of ' woodland
Less
Section 485F relief (forward (5,000)
from 2017)
Taxable Income 510,000

The restriction appliesifor 2023

The total specified reliefsused are €130,000 (€50,000.artists exemption + €75,000
distributions from woodland'+ €5,000 excess relief). Adjusted income is €595,000
(see below) and is greater than the Incomeé Threshold Amount of €125,000. The use
of specified reliefs (€130,000)issgreater than.the relief threshold amount of €80,000
and greater than 20 per cent of'the adjusted.inceme (i.e. €119,000).

Calculation of the restriction, which results in recalculated taxablésincome of
€521,000 for 2020, is as follows:

Adjusted Income € | Recalculated Taxable Income €
T - Taxable Income 510,000 | T - Taxable Income 510,000
S - Specified Reliefs 130,000 | S - SpecifiedsReliefs 130,000
R - Ring fenced Income (45,000) | Y —€80,000 01, if greater,20% of (119,000)
Adjusted Income 595,000 Adjusted Income

20% of Adj. Income 119,000 | Recalculated Taxable Income 521,000

Therefore, Mr. F’s taxable income for 2023 is increased from €540,000 to €521;000.
The additional amount taxable (€11,000) is carried forward as “excess relief” to the

year 2024 under section 485F TCA. It will be a specified relief only to the extent that
it is used in 2024 (or subsequent years).
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Appendix 7 — Worked example: double tax relief

Example 9

The following example shows how double tax relief is calculated, in accordance with
Finance (No. 2) Act 2013, for a jointly assessed couple where one spouse is subject to

the HIIR and the other is not.

The relevant information for each spouse for 2023 is:

Mrs.H:

° Fareign investment income of €90,000 which suffered foreign tax of €30,000.

° Deposit interest subject to DIRT €5,000
. Trading profits €200,000

. Specified reliefs carried forward from prior years of €200,000

MrsH’s adjusted’ineome is greaterthan her income threshold of €125,000, her
specified reliefs areigreater than £€80,000 and her specified reliefs are in excess of 20

per cent of her adjusted.income.

Mr H:

. Foreign investment income of €10,000'which suffered foreign tax of €2,000

o Employmentinceme of €50,000

Step 1 — calculate Irish Effective Rate using the new formula:

Calculate taxable / recalculatéd taxable income

Mrs. H Mr. H Joint

€ € €
Case lll 90,000 10,000 100,000
Case IV 5,000 5,000
Case | 200,000 200,000
Schedule E 50,000 50,000
Total income 295,000 60,000 355,000
S.485F carry forward (200,000) (200,000)
Taxable income 95,000 60,000 155,000
Recalculated taxable income Note 1.1 215,000 60,000 275,000

Work out Income Tax Payable

First €49,000 @ 20% 9,800
Additional lower rate band - €31,000 @ 20% 6,200
Deposit Interest (€5,000) @ 33% 1,650
Balance (€190,000) @ 40% 76,000
Total 93,650
Less non-refundable tax credits (3,550
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DIRT (1,650)

Income tax payable 88,450
Work out Irish effective rate of tax

Mrs. H Mr. H

Share of tax Note1.2 69,152 19,298

Ifish effective rate of tax Note 1.3 23.85% 32.16%
Note 1.1High Income Individuals’ Restriction

Adjusted Income € | Recalculated Taxable Income €

Ti- Taxable Incame 95,000 | T - Taxable Income 95,000

S~ Specified Reliefs 200,000 | S - Specified Reliefs 200,000

R - Ring fenced Income (5,000).| Y —€80,000 or, if greater, 20% of (80,000)

Adjusted Inecome 290,000 Adjusted Income

20% of Adj. Income 58,000 (“Recalculated Taxable Income 215,000

Mrs H’s adjusted income is greater than her ineome threshold of €125,000, her
specified reliefs are greater than €80,000 and herspecified reliefs are in excess of 20
per cent of her adjusted inceme.

Note 1.2

Share of tax is calculated as:

Note 1.3

Total tax X

Share ofiIotal income
Total income

Irish effective rate for Mrs H is calculatedwsing the new férmula of:

Mrs H’s Share of'tax

Adjusted Income

Irish effective rate of tax for Mr H, who is not subject to the HIIRis calculated as:

Mr H’s Share of tax

Mr H’s Total Income

Step 2 - re-gross foreign income using the new effective rate and calculate tax

payable
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Calculate taxable / recalculated taxable income

¢ Mrs. H Mr. H Joint
O € € €
a . Case ||| Note 2.1 78,792 | 10,000 88,792
Q(;ase v 5,000 5,000
" cas 200,000 200,000
séheddle £ -| 50,000 50,000
Tot ome 286,792 | 60,000 343,792
(200,000) (200,000)
83,792 | 60,000 143,792
. 203,792 | 60,000 263,792

2

First % @ 20% 9 9,800

Addition ger ratemzo% 6,200

Deposit Interest.€5,000 %% % 1,650

Balance (€178, @ 40% 71,517

Total % N 89,167

Less non-refundab credits (3550

Less DIRT (1,650)

Less Foreign tax credit |% @ (48,792) | (2,000) (20,792)

Income tax payable 63,175

Note 2.1 Double Tax Relief

“ Mr. H
Gross foreign income 10,000
Foreign Tax &f 2,000
Irish effective rate (From Step 1) @ f’i;ﬂ’o 32.16%
Foreign rate b 33. ?‘ 20.00%
Lower rate 23.8 20.00%
Gross up I 78,792 A0,000
Credit @’792 00

e

Note 2.2 High Income Individuals’ Restriction o @'
L
Adjusted Income € | Recalculated Taxable Income
T - Taxable Income 83,792 | T - Taxable Income 83,7
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S - Specified Reliefs 200,000 | S - Specified Reliefs 200,000
R - Ring fenced Income (5,000) | Y—€80,000 or, if greater, 20% of (80,000)
Adjusted Income 278,792 Adjusted Income

Oﬁ 20% of Adj. Income 55,758 | Recalculated Taxable Income 203,792
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