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Finance Bill 2014

Proposal to Restrict Residential Property Exemption
Section 85, Capital Acquisitions Tax Consolidation Act 2003

1. Background

sectron 85 of the capital Acquisitions Tax Consolidation Act 2003 provrdes an exer,ption
form cAT rn respect of a grft or tnhefrtance of a dwelling house (as deflned).and up to 1 acre

of grounds with the dwelhng house,sublect to certain conditions

The donee or successor must
. have contrnuously occupied the house as his or her only o: main r?srlence

throughout the period of 3 years immedrately prior to and 6 years after lhe date cf the

g rft or rnhefltance
. not be beneicially entitled. at the date ol the gtft or rnhenlance to any otner dwelltnq

house

The exemptrcn may be clawed back if the donee or successor dispcses of lhe dwell,ng

house oefore tne expiry of 6 years from the date of the gift or inhefutance Howeve. there rs

a provrsron that allows for the disposal of the dwelling house and replacrng t wr'th anothef
wrthout losrng the exemptron.

Thrs exemptron. rntroduced in Finance Act 2000 (replacing an existl'rg exen'ptrcn)',f'las tc
cater for persons who had been living in a dwelling-house for a substantial perroo pror to the
grft or rn the case of an rnhentance prior to the rnheritance. and would be faced w(h havrng

to sell the house to pay the CAT laability. Thts would apply in panicular to chridren who
continued to resrde with their parents into thelr old age - very often to aare for tie parents.

It was not lhe intentron that persons could use this exemption for the purposes ci provrdrng
tax-free gifts of dwelhng-houses to each of therr children (or lo other persons r regarcless ot
ctrcumstances

lssue

Cases are comrng to attention where wealthy parents are usrng thrs exemptron to buy and
grft houses to therr chrldren There is oothing rn the exemption as currently 3:afted to prevent
a parent wrth lsay) fcur children from purchasing a dwelling house for each of then and
glflrngi bequeath,ng them. subiect 1o the above conditions being satisfred * :r' practice. it can
be diffrcult fo. Revenue to determine whether or not the conditions are satrsfed

- Additronally the giftrng of dwelling houses in thrs way has no impact on the CAT rhreshords
{,f) - as thrs exemptron rs addrtronal lo the CAT Thresholds r.e. each chrlC retai.s thet|full- Group A Threshold for any further gittsi inhentances they may get

I

-

Furthermore the relief does not confrne the grftrng /rnher(ance of adweli ng.hc!setc
chrldren As enacted. the rehef can apply to anyone to whom a hoLrse is g fteo / Dequeathed

It is consrdered that such gifts are oulside the scope of the inlended exenrpt cn crovrdeo by
Secllon 86 Caprlal Acquisitions Tax Consolidation Act 2003.
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3. Proposal

ll rs recommendeo that thrs exemption should be curtailed so as to apply it to the type of
s(uatrons ongrnally,ntended

ll rs proposed that the lwel|ng-house exemption should only be available rn respect of
the drsponer s only or marn resrdence Thrs would efrectively confine the opportunrty to
bequealh o. grfl a dwell,ng-house gEggu to any category of succ€ssor/donee. e g. child
of the dtsponer brother or srster carer dependent relative. etc

It is consrdered that where a disponer has the financial capacily to gifubequeath houses to
anyone he or she chooses without limilation. such gifts/bequ€sts do not ment exemptron

One additronal sitLratron might also be provided for

Gifl / rnhentance ot a dlvel[ng-house owned by the drsponer which is provrded rent-free and
wrthout anv other consrderahon as the sole resrdence of a'dependent relatrve" lThrs would
corresponC broadly to tte srtuatron that qualfres for Pnncrpel Prrvate Resrdence Rehef for
capttal gains tax purposesl

'Dependent relat've would be defined to conespond wth the definitron rn Section
604(11)(a). Taxes Consolrdalion Act 1997.

'111) (a) ln lhrs subsection. "dependent relative . in relation to an indivrdual. means a
reiatrve of the indrvidual orof the wife or husband of the individual. whors
rncapacitated oy old age or infirmity from maintainrng himselt or herself. or the
wrdowed falher or wrdowed mother (whether or not he or she is so incapacitated) of
the indrvidiral o. of the wife or husband of the individual. '.
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- not be beneficiall) entitled, at the date ofthe gift or inheritance. to an1 other du'elling house

The exemption may be clawed back if the donee or successor disposes of the d*'clling house before
the expiry of 6 years fiom the date of the gift or inheritance. However, there is a provision that
allows for the disposal of the dwelling house and replacing it with another, without krsir.rg the
exemption.

The intention ofthe dwelling house exemption is to remove from a charge to CAT lhe transler ofa
home betw-een home sharers. It is not the intention that parents who are wealthy'enough could use
this exemption fbr the purposes ofproviding tax-free gifts of dwelling-houses to each of their
children or by persons to gift a house which is not their home or main residencc to other persons,
regardless of the oircumstances.

Additionally. the giliing of dwelling houses has no impact on the application oftax-liee CAT
Thresholds as the dwelling house exemption is additional to the CAT Thresholds. Iior example,
where a parent purchases and gifts a dwelling house to a child, the child retains thcir lull Group A
Threshold (currently set at €225,000) fbr any further gifts/inheritances they may gct.

Proposed action

It is recommended that this exemption be curtailed so as to apply it to the type ol-situations
originally intended.

It is proposed that thc "dwelling-house" exemption should onll be a',ailable in respcct olthe
disponer's only or main residence. This would effectively confine lhe opportuniti to bequeath or
gift a dwelling-house once only to any category of successor/doncc, e.g. child ol-the disponer.
brother or sister. carer. dependent relative.

One additional situation might also be provided for. This is where a dwelling-house ouned bl the
disponer (other than his/her main residence) and which is provided rent-free and uithout ar.ry olher
consideration as the sole residence ofa "dependent relative" u'hich is gifted or bequeathed to the
"dependent relative". [This would correspond broadly to the situation where a residonce provided
by an individual to a dependent relative qualifies for Principal Private Residence Reliel lor capital
gains tax purposesl.

"Dependent relative" would be defined to correspond with the detlnition in Section 60a(1 I )(a).
Taxes Consolidation Act 1997: "dependent relative", in relation to an individual. nreans a relative of
the individual. or olthe wife or husband of the individual, who is incapacitated by old age or
infirmity from maintaining himself or hersell, or the widowed lather or widowed nrother (whether or
not he or she is so incapacitated) ofthe individual or ofthe wif'e or husband ofthe individual.".
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rcstrict thc c\enlptirlrl lion ( ;\T ol'gilis or inheritances ol'drvcllinu hoLrse.

Executive Summary

. Scction li(r irl thc ('apital ,,\cquisitirxs Tar Consoliiltrtion \.r lllr)l pror i.le. .rn

e\cnrPtion li.Lrm C',,\ I in respcct ola gift or inhcritarrcc ot a tlrrcllirrs lrorrst tr., tlcllncLl t

l'his crcmplion uas primarilv introduccd to catcr lbr persons u ho lr,rJ hee n l,r in- ,,, rl,. 
]

,,lisgrrrner's ltirtse 1br a substantial period prior to the giti or inlrcritlnce rlr(i \\lt,) ll;!.tlll
olh.:nr.isc ht lirced rvith having to sell the lrouse (tlreir hrrr'nci lo;r;[ thi (.\ I lilrhilirl .

I lris uoulil alrplr in particular ro chilclren who coniinuctl lo lcsiric u ith their llirrr)ts irllo
the ir olJ age rerv rrftcn to carc oltllcn.

('ascs rc cr)nlir)g to the attcntion ol the Revcnue (lontnris.i0n,:r': (rl \taitlth\ ltilrenl5
using this r'\L'nlpliorr to bul and giR houses to all of their chikjrcn. I hcr,.. i\ nilll)in! in rllc
lcgislation as currcnll; dralicd to prevent this. Irr fact- thc rc.licl errn ir])l)l\ [) ar]-\()le tr)

ulrrrnr u hrrusc is gified.' bequeathed. ln practice. it cnn b.' JilllcLrlt lir licrtnue l,r
dctermine lhstlrer or not thc conditions of thc relief (sec :\(idili()llill lniirtnt.iriol I'cl,,ir I

arc 5atisficd.

. Il is consiiiercd that such gilis are outside the scope of the intenllcil creltrptbtr pri)\ idc(l
b1 Scetion tl6 ('apital Acquisitions 'l-ax Consolidalion Act l(X).j untl il is phrlrr,'c,:l lhll
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l)rint Suhnr is\ i()rl l)rtlc I ol "1

tlre c\cnrl.)lion hr rcstricled to the giluinheritance ol (i) thc disporrer's onlr or rain
resirlcrrce rirrrl (ii) a d*clling house ouncd by rhe disponer antl pror idcel rcnl-lic. ltnd
\\ ilh()ut l!rrtllcr corrsideration to a dependcnt relative.

Comments

. { l() {17 l(}ll ll:-19:l{) I)erek lloran:

. (16.07i2{)ll l2:lll:1"1)l)crekMoran:l'hisisaFINAN('F.Bll.l nreasurc. lhe
anrcn.lnrcnl l.rrrposed is intended lo enstirc lhat the provision on('rat*\ ir'' originallr
intc rrdcri.

Detailed lnformation

. -i 
hc ( ..\.l r-'rdrplion applics to the gili or inheritance ola duclling irousc and Lrp t(J ()1](-

Jerc ()l'qr(rul)ds rr ith thc dlrellinu house.

'I 
hc crrnditions thilt must he satislied by the doneelsuccessor (thc benclician ol'rht- r:itt or

inhcritancc) ale lhat he/shc must:

-hirrc contirrtrousll' occupied thc house as lris or her onll or nrain rcsidence thloughout

thc pcriotl ol l r cirrs intntcdiatell prior to and (r y'ears alier thc datc o l' lhc sili or inhcritancc .

housc.
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- nol b. bcneficially cntitlcd. at the datc oithc gifi or inheritlrrre. l,\.rr1\ r,tlr-r drrcllirrg 
I

. -l'he 
crcuil.rtion may bc clarved hack il'the donee or success\)I disor,'er,r1 ihc Jrrtlliut I

lrorrse belirlc the eipirl ol'6 vcars lrom the date ol'the gili ,rr irrlrelitarrc". tl.,r,.t.i 
I

rhcrc i: a pror ision that allolvs lbr the disposal ofthe duelling ll(,r.rsL' .urJ rcpl.rcrnr it rr itlt
Iutullrcr. rr itlt,rtrl lr''ing th"' ('\en)plion.

I

I

. 'llrc intcnti()n rtl thc dwclling hotrsc exenlplion is to remor e lrrrtl'l ,r t lt.tt':t r,r t \ I tht 
]

tritll\l!'r ()l il ltotlc belrreen home sharers. It llas neler thc ittlct:ltr,n lll'rl n'lrcrrt: \\ llr' Jl!-
,,rcrrltlrl crtorr-uh cr)uld usc this exemption for the purposcs r)l'nr()\ i(lrt! t:rr-licc lilt: ol

.l\ clling-hotrscs to clch ol'lheir childrerr or bl persons lc gill .r lr,rLr-c r.hieh i' n(,t lheir
honre or naitt rcsidcnce to other persons- regardless ofthe cirL Lllll:t:ir1e(i. 

i

I

i



Prinl 5trbmissit'n l);rgc 3 ol -{

Acltlitionllll . thc gifling of dwelling houses has no impacl t'tt the ttpplitrttiorr ()l 1a\-1iL't
(.,\ I l hlcslrokls rts the d$'elling house exenlption is addilional t() the ( \ I I hrcrltolilr.
I:or crarrr;:rlc. \\l')erc a parcnl purchases and gifts a duc'llilrg hottse lo a clril,J. thc clrilJ
rctrins th,-'ir lull Group A 'I'hreshotd (currenll-v scl at t ll5.(l')0 r lirr' :rrtr litrthct
gilis'irrhcritarrccs lhcl nra)' gel.

Propostrl tction

.ll is rcconrrncrded thal this exemption be cunailed s() l\ l() lppl\ rt lo llrt lrpe irl'
sitttrl:,,rr: ( 'ri! i!lirll\ intended.

. ll is proposecl that the "drvelling-house" exemption shcluld orlr hc irrrrilrrl.rl.'rn |cs1.rccl rrl

llrr- dispr,:rcr's onlr or nrain residence. 'Ihis rvould ellcctirelr conllne llrc ol)prir tUnil\ l()

IttlLrcath or gili a dwclling-house once onl)', to an-v c&legorl o, sueee\\{tI rl()11r.. c.g. ilriltl
ol' thc dispolcr. hrolher nr sister. carer. dependent relatir e.

. Onc adtiitiorurl situation might also be provided for. lhis is llrcle .t Jrrcllirtr.:-lrouse
o$ncd b\ the disponer (other than his,ilrer main residencc) antl rrhiclr is |r1,1 j,.i".1 ,'.,,t-
licc and rrithoLrt anJ,other considcration as lhe sole residencc ol'lr "ijcl.rrrrdcll relalirc"
rvhich is gilicd rrr bcqueathed to the "dependent relatirc . llhi: rr.,Lrld !()rrc\l:r()n(1
broadll to lhc siluation where a residence provided hrr an inrliri.lrrrl r,' l .1,..pel1,l.',,1
rc'latirc rltrllities lbr Principal Privare Residence Rcliel'l'rrr crpital :,luin: l.r\ l-.ur11('\c\l

' "l)cprl]dent rclalirs" uculd be delined to c()rrespond rrith tlrc r.lellrriri,rn in \cctirrrr (ri]J
(l I tta). larcs ( onsolidation Acl 1997: "dependent relalirc". in rcliltir)n t,r rrn irrtlir i.l11ri.
ttlcrtlts a rclatirc ol'thc individual. or ol the q'ife or hushan.l ol'tlrc intlir itlrr:rl. rrh, i.
incapacitittcd hr old agc or infirmity l'rorn maintaining hinrscll or hcrscll. ()r rlre riir.irrrr.crl
lirthcr or r.ri.lrrrt'il moth!'r (rrhether or not he or she is so incapacilatcrl] ol the in.iir irluirl
or ol lltc nit.r trl husLrand oldrc individual_".

Reiated Submissions

'I helc arc r)() relirtcd Srrhllissjons.

ll lll li)16
https:.risharcl.roinl.ilsrrr icc:.uor'. iei lidApplicalions,,s ubnrissions,, la\ outs I5 e \rri.rnri,



Print S uhnrission

User Details

[,sers n ith rccess t(] Submission

[)ortal ]VlLrrtar:lr
( 'illirtn IJrrnes
Strh I- l\ Scc ( icns Oflice
Suh I l\ \lini:1crs ()llice

Read receipt list

I)oual Murtagh
SILC'ontentAccess
[)cs O'l,ca11
I)crek lVloran
\,lan Young
Itosemaqr Kearnev
Neasa Shorrl
(iillian Ili rncs
Aler l-alor

l'agc -l ol -l

Action Lcgs

(lrrated: 161)i l{}l{ 0():l l:.}.1: Submission creatcd bl Donal Murtash

(lrant Acess: ltr t.t7 l0l-1 0q:l 2:56: Donal Murtagh gr:rnted access to ('rlliun l}l rnes

Scnl ['or lloicrr: 16.07']0ll09:18:ll: Submission serlt to Dcs ()'Lcan ti)r llcrisr br l)onal
\lrrtegh

Srnt ao thc Serrttan (ieneral: 1610712014 {J9:il:18: Subniission serll to Sccr!'ta[ (icncral lirl
ller ierr hi i)es O l.curr

Sent to the llinistcr: l6'{17'201'l l2:.19:l.l: Subnrissiun senl to \linistcr'lirl llcrilr hr l)crck
\firtln

( omplctt'd: l0 l:lr)l5i)9:53:.ll:Subnrissioncornpletedonhchall'ofthcllirisler'rOlllccbr
Ncasr Shcrri

https:,sharcprriltt.ilserriecs.gcr.ie,ili Apf:licalionsi Subnissions' larouls'i5 rStlhnris I I 0l t016
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Donal Murtagh

f rom:
Sent:
To:
Subject:

05 February 2015 12:00

Donal Murta9h
Resrdential Property CAT RelieI

Donal

Since wc mct I hJve come dcross two situations where clients have bought €1Ml propertres lor cach ol thcir
children in the last twelve rnonths with a view to passjng over ownership after 3 yca.s. lt'5 uo 1(] ycu but I think it rs

going to be a substant al revenue loss for you

On the othcr sidc, I would like to see the 1?6 lrfe fund levy abolished on rnvestmen: bJsed iii( poi cr( i i,rot
protection-based policies) because it caeates a distortion in the savings market vis a v's sn.1re5, UCIiS arrd u.rt trusls
and creates a dis ncentive for new savers. I believe there is a revenue neutral wav of doing thrs by in(rcasinR thc
ennual tax on growth i,l pre 2001 net life funds lrom 20% which seems like an anachronism when comD3red to thc
.ate oF 41% prevailing on post 2001 gross /oll-up lunds. ls thi5 your area and could I orcsoot my casc to you?

Best regards

             

ManaBing Director

This email message and anV riles transmitted with it are confidential and intended ontv lo' the Lrsf o, the
indrvidual(s) or c''ltitv to whom il/they are addressed. lf you have received thrs emaii ,1 €rro' p,e.r(€.lot,fy

rnrmedrately and dcletc this cmail f rom your system.

 is regulated by the Central Bank of lreland and has its reE,stcr€d oif ce a,

lnvestmcnts mav tall as well as rise in value and income may fluctuate in accordance with rn,i.kct cc'rd :ionj and
taxation arrJngem!.nt5. aken reasonable care to ensure :hc .tc( uritcy o,
informatron hercrn out do(.s no( Budrdr(Ec L,,c ows,dly of such rnformation. ;.. not
a tax or legal advr5or and cannot accept any responsibility for the tax or legal affar.! of ts (li..tt,, !o. ien-s are
advised to seck indcpcndcnt tax and legal advice.



Donal Murtagh

From:
Sent:
To:
Cci
Subject:

Donal Murtagh
09 April 2015 10:21
Des O'Leary
Gary Tobin; t.ynch, Joe (ICTx_CapiTax)

CAT - Dwelling house exemption

,€ s.

Wecf igrnaIy ha(jth., )1,ra on 1!10 ;B lrst for furthcr consideration i:ut followrnli 1ji,r,i.,:ort)1 ,.ii ,.. i:.r,r',i!, rr.

y,,as dtcidt:d nol',o tirair{:rl !^/rirr r'; lhrr yoar. l'rn.]ot Jdvocating that we nccl,.,,.il . i, ,-i, i . :r ',.i:.... t.''
kceo Lrar ey| o,'l lirit. Yi)Lr \"/ilj ri,cill lhatwe hadrepsfromawealthmanagc,ir:ilri.]i'i,.,,.ri.r,' r..i i - i .,'i;t; i..,,.

il{r,l..r.ii!,

Prom: Mary Young

Sent: 09 April 2015 10:12

To: Dona M urtagh
Subiect: Email as requested

From: Joan Burton ln l
Sen!: 30 March 2015 15:30
To:

Cc: Minister,
Subiect: RE: CAT - unfair relief for rich parents

Dear

On behalf of the Tanaiste and Minister for Social Protection, Joan Burton TD I wish 1o acknowledge recerpt oi your
ematl dated 26!312015

As this matter is proper to Revenue, I will bring your email to the attention of Minister Mrchaei Nocnan at the Dept of
Fanance for direct reply

Yours sincerely

Colm Lawless

Dublin West Constituency Office of Tenaiste Joan Burton. TD
Minister for Social Protection

  

 

. |t: ....,.,

7



Tanarsir

The Dwelling House exenrption from CAT (lnheritance tax)

This rs grossly unlair to workinE people and needs to be abolished ASAP

I know of 3 famrlcs who were out bid on trying to buy family homes

ln cach situation the son or daughter moved in and will take ownership in 3 years time FRtt of cAT

Apparentiy, t3x advrscrs advocate this as a way of avoiding CAT (the whole purpose of the relief I guess)

and a, e saving 0vcn rf thc house goes down in value by 30% - The cAT saved is 33% so thc are still
savrng ! ll and happy to overpay for aproperty!

Thrs rs a socrallv u,vrsive exemptton and should be removed

There has also b(:(rn some press articles on it,

YOrrrS

Sublecl: Major lobs Boost for  
To: 

: o:lil b'.trton -,
trom r D(rrl

Date: Fr,. 14 Nov 2014 16:30:40 +

Major Jobs Boost for 
Fn{tn{is,

It rs was wrth great pleasure today that I announced up t0 400 jobs for Dublin West. US brologics company Bristol-
I,lyers Sourbb rs to cre<rtc 350 tc 400 manufacturing jobs and 1,000 construction jobs at a nelr facility in Cruiserath,
Co. Dutrln. Blstol-Myers Squibb rs at the cutting-edge of biological medicin€, and the decision to construct its new
manufac(unng Facilrty In Dublrn \r'lest represents a massive vote of confidence in the area. Bristol-Myers Squlbb is
already a signifrcaot ernployer \yith a long and proud record in lreland, and I'm delighted that the compaoy has
chosen to expand ,15 preseffe so sqnrfrcantly.

This project rvill be a hugery rmportant boost for Dublin \ est, bringing 1,000 jobs in the constr.rction phase, ard up
to 400 hrgh ouality m.rnufacturinq jobs, including englneers, quality specialists and rientists, once the facility is up
and runnrng.

Dublrn !!est i5 fast becomrng a major hub for IT and R&D, wrth an array of high-tech companies already located
here The numbe.:[ unive-srtres, ffs and colleges close by makes the area a strong academic corridor, so Dublin
West rs bflllaotly located to secure more such Jobs.



Ireland will see the fastest grolvth in the EU this year, and we continue to outperfornr our compt:trtors rn attract,ng
inward investnrent because of our highly-skrlled workforce, our extensive R&D capacity, .rr,C the eas.. c' d,llng
busaness in lreland.

With b€st rrishes,

,loan

Constrtuencv Offrce ct Tanarste Joan Burton TD
l\,4rnister for Social Prcteclion
Emall loan q ltr ic rr (r, i : ir;4. r'l I a s ri,
Ph 01 6184005

Oireachtas email pohcy and drsclaimer,
hitp.,//.r, 

".r 
r., r d.rLi :.r! r,:,,'p,,riranrtntTaboutloireachtasemarlpolicyar,rr.'t ,' ,,

()ircaclrtrrs cnr.ril folicr ln.l Ji.'rlainrcr
I itt. r,.rrr, , i.i.t. 'rrt, rilc-rehtusilrrtil rl :.! ..1. i

Bcrtrtlrs rr,,nthphorst rrrr ( )irclrcltl,ris irr:us s.ianatllr
ittll' \\.\\\i, i,.-.,*,,'.,. - l\.,i1.rr'fcr]i -!..! 

((!in.:b.:rtt4\tron)ltllt'ri\_t.x|l'|I.-..r

Beartas flomhphoist an Oireachtais agus seanadh.

! llgl? WVSq,otfq,tq!]]iLi.ttt1p,,_t lLqlU!VA4eolas/beartasriomhphorsta r1r rr



l )ur l.acti li,{)()t9'\1[

\Pn lrlll

\lr

llre llirrirtcr ti': lrinancc. l\'lr \lichucl Nrxrnan ll). hls itslctl n)c l,' tltxnl \,,u lirr
\()ur c()ft\l-i()ndancc regardiog tlrc drrelling hoLrsc ( .{ | c\!,nrptior).

I ltc \lrrti.tcr lr,r. n()tcd \our c()ncenls in this mattcr anrl \\ill b('ar lhc i..tre irr rnirttl li,r
Ihe lull[(

l)clr, \1,

\,rtLt..ittert'clr

\lcr L.rl,rr
l'ri\.rta Sccr(liI \



Donal Murtagh

From:
Senl:
To:
Cc:

Subiect:
Atia(hments:

Oonal Murtagh
24 April 2015 15 15
Lynch, Joe (lCTx CaprTax)
'O Donoghue Maurice" Ciaran Parkinr Des O'Lear'.
CAT Dwelling House exemption - Data and e!rdenae g.rtr.e(,'.1
CAT Dwelling House Rehef Final.doc

i oc.

As discussed, thr5 tem is no longer on the Finance Bill list at this time. One of thr: rr.osons lor tlr s wa:, i) v,c!A/ rhat
the collectron of data and evrdence necessary in order to take a view on the need for anL: '{:ar. oi a1}, ( ndnge! to :ne
existinB prov,ons rnight not be available in the truncated timespan available fo. (orrsid( .rt c . c' iB :s,r€s.

I know from our conversation that Revenuc have already set in train some actions to gath,-r v.,h^tever data o.
transactions in this area may b€ available tog€ther establishin8 whether there rs evrdence cf s ilnrt calt abusi'. ln th,,,
regard, I am attachinE a copy of the Finance Bill 2007 submision on the dwclling housr' r,x.,mptron ithe ld!t (,ccatoo
on whrch the provis on was 5r8n,ficantly amended). The submission rncluded s,grrri,i art dr:a i ('{t..ctr d {.c,r' ihc
reaords ot Revcnue'\ vairous d,stricts of the numbers, value rantes and overall v.riuc oi lli;ts ano nhcritanc{tr of
dwelling house exemption transactions together with limited instances of ootent r' abJsc cf llrc rne.i\u'e

Would it be fcasrble for Revenue tO carry out a Similar examination ol the record5 ,rvail.rbl(, r:e ,t in .ei.pect o{ the
iaiest year fcr wrrch:1e fullest data wouid be available and to reven to us r{ tt ltc r€(.1'!l

Regards,

0on a



f inance llill 2(107
( roilrl Arquisiaions Tar - Durlling Housc liclitt'

\lt \ lL[lrtr 1,,.r'e

\lr \lc\irrllr l(, \((

\l irr istcr

I rorrr I iirrrr \lrrrflrr

.Suunnrl ttJ lttut,

\.lrrcllrt:'lt,,L:.rc rcliul lirr( apitrrl ..\cquisitions l-.r\ \as irrtroducctl ti,r inhcrir.rrrec'
in tl]. l()()l I i'rlnec \ct rnd \\as considerahlr ertcnded antl rrirlcrreil rrr irrcluile lills
rr llrc lrl{,rr []rrrllr,t rrrd I inanec ltill. llt!'ti.irrurcs (), thc rclicl'urc:

I lre herrclleiurr nrusr li\e in the gittetl , inhcrirr.d housc lirr.i rcars he'lirre irrrd
i, \ u,u. illiur lllc .-iti ()r inhcrit rrcc

I he hcrr.'lieiarr nlu\l not hl\c tn inlcresl in anr other hrrux'.rt lhc linte ()l tltt
.:ili ol rrthe ritartt.
lhere ir rt,' linrit on cithcr th!' \aluc ol'the house rrl thc 'ize ,,1'lhc l. rti
sulr()uldils lhc housc

llre rl,'rror .icccascd dcrcs nol ha\c to li\c in tht' lrorr.c Ir'irrl tr, thc !lili
rrthcrit.rnce

loll,rrrirr.- il l)(J lJ:t.lLrnc. rrhich is attachsd li!r rcl'!'rencc. Rcrcnuu er.rnrilretl tltc
r!'li(l .rnJ irrt !()il(arntri lhi.rt il nll\ n(r\\ bcing uscd li)r m\ N\oi(lJn(e hr thc' rr,,'llthr
j'\r'cili! r\lnrnlcs bel(,\\ st!!gg!t gil!r-]l4l1- becn nrade in llgrilrlge (,ll ,nr t,, { t)',6

It is ace,rrdinllr lcll lhrrl thc ma(lcr should he re-eraminetl and il is pr{Jfos((i tlrat the

tirll, 'rr in! e ltan,:er urc nr,tdc.

I nheritartcer of drt ellirt! hourts
(\,rrtinrrr 1,, i.:irc lirll crcnrptirrn. hut rrnlr \hcrr: hoth lirctl irl th,J ltt,Lr:e li'r I
\ cill s lr[ioI t() tlr( rlerth ol'lhc disponcr. 4nd
rrheru this i' n,,t thc crse. L'\emPl lhc lirst €(l.5m,rl raltte itt lJdrti<,rr to the

rrornlul cltrss thrc,holds.

ls ol rlr rllinu houscs
.rl','li.lr thc c\\'nll)Ii(jn. !l!. il' it ls ltlt lo be t(x) cNtrclllc.

!,\en'i1 l:i( llrsl t tl.lI) 01'lhc \aluc rrl'lhe hottst". hul .rtrll trltcrc h,'th li"cJ irr

llr,. hrrrrst lrrr I \cirs ftrior Io thc gill.

(;iI



llr,\\c\cr'. it il is l('ll thot lllcse rcstrictiorls qo loo lhr. c( )rlsi(ie litl i(il'! \lt(!ul(i itl lL'xJ l)c

!-r\cir l(r tl!ltiaull1S n\ chiir]gc: t() ti!l)lenil]g uF tllc eu (nL Irt\r\lstlt \ i:t tti,it:,,rr t,'
( iilis orrlr :

\lirLu iL:r tr'rrr,lili,rrr r)l'thc relicl tlral thc henclleian IircLi in rr l1's;.s orge-r' hr

tlrc Jisp.,ncr lirr --l rcars bel'orc the giti. lhis is 1o cLrPPgl- 111s1!'r) tlr! c\i5llrg
lc!:islirtiorr l() unrirrrc thlt an indiridtrul rrho orrnc,,i urtr,l soltl Itis rir hct .qrl
h,,r)ic c.ll)r]ot cluirr that a hou:c that is suhscqutrtlr giliuJ t.r liinr rrr hut'

Ir.r itlrin rrrcks) is .'tlirectlr or indircctl\ " rcpLrcing thc ltotnc lte ,,r .hr roltl lirr
tlt( llint\!.(. (ll the i rcars condition. and

I lir1,lirrltc thc potcntial ol parcnts using this c\crnpli()r'l tr trr)\lcr crpiliri t('t

elril.lrer: lr ins rt lnrn)c b\ bLtl ing l house li'r a chiltl rntl :.:iltrtr: i1 t,, lrirtr ltct

llu'kgnnn

l inlnec .\ct l99l
\ r'cli.'! u.r. i'rtrrrdlter'.1 itr thc l:inancc \et 199l

tlrrcllinl-lrr,rrsc tll,,;n hr ulderll htolhcr. antl sistcrs (,1'lhc tlcecusc,.l. lltc e,,nrlitir,ns
ii)r lh. rL.li.l \\crc;

. lhe hr(rlhcr \islcl rrrrrst hare bccrr -i-i or rrtcr:

. l)e sirc nlu:l h0\c lired rrith tlrc dcccasr:d lrrr a nrirrirnum pcriotl ,rl i r 1'n15

frirrr ro tlrc Jrt'rrl the inlrritarrcc: antl
. l)e 'hc nru\l ha\c had no intcrcst in anr ,rllrer lt,rtr.c ,,'rr llrc Ji,lr' ol llre

inhc'ritunce.

llrv rclicl uar e,t1.r|cd al thc lesscr ol'[-i0-000 or 509i, ul'thc \lilLrc rrt Ihc irrru..
Srrl.rcr.lrrcrt xnrcn(lnroli\ tLrp until li'\ lqqS) to this rcliel .\t!'nJ.J it t, :nclrr,lc
sihlrnrs Lrrr lcr llrc.rg('{)i 55- ncphcrvs. niccc\. parcnts itnJ !rftIr.llTiIeirl. ll! ii r(,rtl]i
ol thc rclicl rrls .\lcndcd to thc lcsscr ol'80r1'o ol'thc r luc 1)l lhc l]()usa or I, l5().0t)(1.

Ihc pr'ri,'.1 li'r r,,hich hoth tlte'dispone'r und the succcssr''r \\,'Ii r.(lLrir-!i 11, 
:.e rc:i.l;rl.

irr thc ltt,Lrsc. llrior t() thc datc ol'thc inheril.atce. \\ils iltleirscd lirrrrr i rerrrs to it)
\ c:t!'\.

Budget anrl l'inanre Act 2(Xl0
lhe r'.'lie I urr. rlrlieall!;rltcrcd 1! tbg-l]udscl Jnd liinalcc .\ct l()0{1. lhc urrJcrlr rn:.:

re.rson li,r llli\ \\ir\ thitl i0creascs in house prices. pilniculari\ in I)Lrhlin. lliexnl ll):r1

rrther cirtc!L)riu: (,1 P!'r\()n\ cr''trld fircc lratdship in pt)ing it (.\l lialrilirr \ltcn
inhclilirr-: rr lr,'u.c lhir corrlJ happen in nanicular- rrhilc Iirr \ur'\i..,, ,.\l :r:1

trnurarric.l corrplc inhclitcd thc ltousc llrer hacl hoth lirt'cl in lhc.ur\i\(!1. in \Lrcll
cir'(Lrrr\1:ll]cc\. u,rrLkl Lrrrlr harc been enlillcd ti) the ( 1.r.: .l rhr...lr,,l.i LIt:.ir i:
rcl.rttrclr.rrrirli rt l(r.llt itr l9()() and ( ll.90li in l(l{){r}. Ilcoril.l .rl,',, [it1.1.,,rr 1111(,!.1
clrikl. rrl:r, lirr'tl in a hrrrrse sillr a pirrenl. inherilrd Ihc l.rrrrrre rrn tlrt di.rtlt irJ tlrc
f.lr.nI

ll,'rrcrir'. in tlru,..rent. llrc tc.rnrs 0llhc n,.'rr r!'li!,lin :{}lX) ntlrlr i1 ,i!xt:iiilltli iil,,l.
grlrcrr)tl\ ittrcl tDort rr i,,iClr aVailAhlC b,ccatrsc rrl thc lirllo\ins lelrtul.cs

o it :rpPIic. ro r.:ilri lr rrcll as inhcrilancc::
o i1 ;1g.plic' t,r.rll [errqfulqric; rcgardless ol'rhcir rr'lnlir)r]\hil) lo rl)( (lr\l,r,nl:r.

in respcsl trl irrlrort.rnc: t'l rr



lir( rc(tLrir'!'rr.nt that tlre rJisprrncr rcsitlcd in llr.' hoLrsc :tl(,rrS \\ith tlrc
ler;liei,rrr \\it\;thr)lished an(l thc period ol rcsidenec r)t'1h( hcr)cliciirr\- pfi()l'
i,\ lhc lr':rtiler. \\!5 rer,ucL-d to -i rcars: itnd

thrrc i\ rlo lirlit te tlre raluc of thc house - i.c. thc rcliqt' bce:rnrc iur
a\.rlrJrli.''1.

.\,Je,rrJinl t() .l sur'\c\ rccttrtlr undr,'naken h) Ilcvenuc. thc cost rrl'tlre rclicl in
rrrlrt'cl ol .ili anti irrlrcritanecs in thc rcur endcd -i I Dccenrhcr lttttl rrus 1rp kr €ll{rrr.
\ ;t! lk\I,,\\ n ,,l til( \.llue and llunlhcr ol thc. propcnies (()r ptn thcrcul) inr,'lr.'d alc

rrr li r lloq s.

('$t(g(,n
( iilis

\u mb_e r
llt,)

. \'alge
r.11.7.+9..i I I

Inhcritlnccs. -j{(' _ . t I()7.i45-59-\._

.\ hl'crkdr,rrn ()l thr'rc figLrrcs t:' h0l$cen location and value ()l propcrt\ is 5(t r'ut ill
thc \nn','r'

Tht Issua
lrr,. .ltr1lrt' t,'Lhc ll;licl irr I \ l(X)0 htrrc pror idctl opp{rn nilic\ (rrrkrrt'rrleJ:.:trl hr
tlle iir\ [1r,)lc::i\,r] i)xck in l()()9 \\hcn xr]nourcc'd ) l-or (.\l arrrir|rncc lrnr.l il soulrl
.rpl-iu.r' lh,rl tltcr urc hcirrr: ulili\cd ti)r thal purpoJc hv rhc rrcalthr. I he lt)ttj tjsurc,
rlrrrrr thal nropcrl\ \\illt u_\itlqe in e\fcqq!_t lm uts inlrcrirrtl trr-liee on l.)
(1.(rr\irin\ .tl]Ll \\.i: r(!ri\cJ .I\.r ,lit1 r.l\-lid(. on J rrccasirrn:,. \1,'r'c Icccnt erurrrplc:
tlrrt Irirrc !()nr!'lr) li!ht arc as lirllous:

\ e,,11p1. .,,1J lhcir in\cstntenl pr'opcn) so that Ihe\ corrlrl cl.rinr rr ( \|
.\(Irr|lr{rr ti,r .r gili ol a €l.l5rrr ht,Lrse 1in uhiclr thcl lrilJ l.rcer: Iirrrrl li,r I
\crrr\r lrr)r'r'r llrc \\ili's lrlther (shc had alrcldl- rcccir crl a gili ralr.reLl ;rt ( I9nr
rrh,.h rrirs eligihlr: tir hrrsincss rclicf). Hcl sister. rrho hrirl likerri:.' rcceiretl
.r.iirLilrrr s:li ri.rltrcJ irl ( l()nr. is Iiving in i.t housc o\\ncd h\ ircr plrr!11t5 Jn(l
orre lilr e\l1ccl thut it \ill b" gflt..-d to hcr in due eouNe. l.\ conclilirrn ol'tlrc
r.'licl i. rhn .rt thc tin)c \)f lhc Sili. thc successtrr h,.'rret'iciurr r.iiil rrrrt ltrrc :r

t-,cnclicirrl irttele:t itt .tnr olhcr dl ellingltous.'. )

.J 
r,.,' ihilclrcf ,.1'rr sclllrrrol a trusl arr'hcncticiaries ol'lltxl lrusl. llrcr hrirc

r:trli'crl thcir !l\-llcr'lllrcshr)ld in rcspect ot parcnttl uili. rrlrclJr reccirc.l.
lh( tnritcc\ l'r,uglrt l lttrusr'. the chilrlrcn lircd in it lor i rirtls. JnJ il llxs tlr,\\
hctr ,.lilicd l() th.nl - \llucd at €1.-im-

\\ .:.',.,r... 1'.i(-.,rr i,,r:r)(,J.lh. r,.rt.:rrr Jonce *oLrlLl h.r\L I'e.rr ' r " irr'rl ' rl ^. '
! ,,..:.,1 t,,rr(,r 'i.'thil,ll\.rtr-Pitlrr('ll).drlc('lthcirrhcrit lr((!ili-

.\ l(\\ splfrr rcport. clrlier this )cor. indicated thal i-r,r"clltl\ inilir icltrill hitd

pLre lu'cd rr lt,rtt.ir"',rronh €').6nt. litr his duughtct ttr-lire irr. \o .!'Lrht in l
icir.:inrc ir rrill hc gilicd n) hcr.



ll rrorrld rrPlrcar. tlrcrqli)rc. lhat section l((r is buing rssd h\ s(,nlc rrr'rrlllrr intiirrrirrals
ro uroicl ( \ I arrtl its pr()\isi(\rls ilrc. ti(lrr a polic\ persl)cclirr. rlcci..l.Jt. Lrrriircrr..trl.
lr.1. lrighll p!1rh.rhlc t lr.ff.,t-l_i.:.Ltffn -t('- relic,ljs not erlnailcJ. _it rrisl h.litfrc tlr.'
l]fl lr- rrt ,.lr,ricu tor (.\ I .rvtlidunce shctr oassinu rrn rrcalth !r, th( r r( \j_!!L!._!=!.Lt lt!

l'rolutrtlt
I l'\ lr]lll l.\ ll)l)o. thc scclio|l \\irs lirettssetl rrn rclicring Ptrssiblc lr.rr(islril) n.rlr
rrhert iclt.r 11-r e l.11irrr.!: rrl'a detcased hecltrnc liahlc Irrt ( \l 'rlren rrlr;r'itirr ,r

"nr(\lc\t J!\L.ililr! h()u\c- r,rhich thcl (lid n()t o\\lr- hut in rrhreh tirer l1r,l lrrc.l.liith
th,-'rlsccr.e,l lirr r f!'tir\l (,1.!inlc pr1lAlt, tltc dc'g[r otjc.lgg.'a:cJ fhi: e.rtlirtttr
l() h( .r ra.r\,rrthl! policr lpprouch and lhe rlrrcrtiort is $ltcllrcr xn\ L\l llre r'riersir,ns
l(, lhe relr.l nrir,le in I \ :(X)0 depan liom tlris nolir\ xpl)r()ileh in.rrr r,rrrr'rrljc.l
nr.r)n( r. I ltc.r . rten.irrtts arc considererl hclrrrr.

l rom tht inhtrilunc., trtpulivt!
tt, : r'ri r : t'L trit tit //ktt,tt, r't'rr0t' ht' rt'! t tl ti tht',lt irtt. ri
It i" rrPl,r',rlutlrtc thlt tht' relicl'should cr)nlinuc lo inclu(lc r],,r-rci.ili\c\" \\h(l
It.rre liiid li'r'rr cctlititt p:riod .rlong \\ilh lh!'no\\ tlcccr'i.l in ,i ir,rtr.e,,\\!rr(l h)

lhc Jute.rsc.l Ihi' eatcrs I'rrt utttotrg othels. ullmarricJ crruplr,': irtclurlinl :ar:ru-
\c\ i)irlntrs. r\o ( \ I applius in thc cllsc (|l s[x]r.lsL's. )

ht rt<ilttr( tttil llal llN Jri.(1 \.\rr| ltvr,,tlf.tth llt l!t r'tt.:1.,1 ktt-rt 1,t'ri,tri t:i\ tt' ttt!it'

llr( lfnr('\irl ,'l lhi\ rtquircnrcnt nrcxnl lhill an i|lJi\iduirl e,rtrlrl l,trrti.lc ir lt,'ir.,c
l(!r a (i(l'rcndent rclatire. ll'a person has hcen alloseJ. nnor t(r lhc .1(.rth ot thc
.isecI.e.l. ti, li\c in il hr\usc o\\ndJ b1 lhc ilcceasctl lrcnl-lie( rI rrlhv:tii.rr ii
rrr r.:hl lrt rr.:rreti tlrirt hardshiP c()uld lrisc il the per:ort. r'r' inll!rirnr! l r( r),'r,.1 irr

uhiclr lr,. rhc lir.'s. has a liabilitt trr CA'l . rrhether (rr lrot th..lcecu:c.l llrd rrls,'
IrrcJ rn the lt,,rtse. llorrcrcr. othcr thiln in the e.r.c rrt ehilJre r. tl:i- s;err.r:'io
rrlrcru lirc dcee.rscr,l tlid not lirc uith the successor is likclr ro hc .rr.:nitl.arrrlr Ic..
r()lllnt(ir) lhirl thc.ccnurio rrhere that lhc succtss\r)r' lirtrl rrrtlt lh. tler,,..r.eLi
Ircn il tlrer',. sas hlrtlship in such a sc('nitrio. :('cli()n i9 ( \l( \ lrllr: ri\c\
l)()\\cr to lhc llcrcnttc ('<Innr issioncrs to "l\t.\tlr(lt.' thL, lttt\it.,nt ,tl ( llfut tl: lt

1't,t,tri ;r, il;./t.t/trtl tut.l t)u \ clt l(tnt\ ltl.luLlit g lltt,t'Lrirtt',,/ /,t,,!;L \,',i\ ',1.1

llre rrh,rlitirrrr ,rl- the lcquircnrent. thlt rhc suc(eisor lire. rrrtlt tlrc Llcc,.u:etl.
xll{'\\\ l)rrrent\ l() lrrrchilsc it h()us!' li)r a cltild t(} lirc in. rrrrtl '\ll ll)C (leillh (\l lllc
|.rr.rlr. rheri)rl.l inhcritr thc lrouse tar-licc loall rntcnt:1111 ;r111;r1,,.r i1 .1. 1

nrcchirri\nl ti'r tllc lit\-lifr pa:':inr r.rn ol rrsalth t() tlte ne\t ltallel.,rIr(rn \. .rlrr'iid)
n('t!'(I. l() tirrellirrr:: with .r ralrrt ol'( lrn plus lc-rr irthcritcii ir: rhi r c
lll)c.(rlrh.r -ltt{)S 1,, ,"tn".r rrl rrhich sectitrn {16 rcli!t \\35 (.lil1r.tl rl.u
r\'tilitlrle tlat:r.locs rx)t indicalc uhelhcr lhe dcccax'd antl tlre srreee.s.rr htrth lircrl
ir tlri lr,,U.c cr)ncc lc(l up until thc dute trl ricath. I

In llrc liglr!.'l tl:qti,rcsrrirE _!!.!!i!q!'rdorr mjglt @ gf q3 l(, urre n\lif ! ..'Jiorr ,\(r
.rreh llr.,l- rr hert' I t'1. tl.:_r:r.r+]!:!-d- the .succcssor rlid ll(ll !\lfh lr.yq;I titi 1t,,ti.i

tt .ttDtt ,tit,t' ! i). R(f:,rt ,,t th. lt trrkt |< (jtu)tlj l.\. utr!)i tlt, t,
t I ))k l',l it I Lt ttIi(, uttJ,:r rhc l,!t atltl \irittl ll tIl,trr <,..t. r



!(\r1(cIr)cllj (''oll tlr!'_-li r\l _ (:) (10.0(X ) ot'thc r 4-lgq Qt thc__[rrust'-,_bc grerrrpl,l-rr'1r
i \ 1. Lr r! {rr r.rruiuirg l}cnclit trrllblc { h!!_!Lhj!S! to tt:e rtler.u'L r\!rrf:r, ir

thr,-ljr, rlrls. 1 h ic'h is nrrrr t.178 155 in t t' h ii(l llr(l Jt ll)c. Ilrercitll!.r
\\ huc tlrc _.lt cc.r.qL1(_L[C__!U!e q151x- ie![ lirC! ilr !!tq_I,tr-Ls,.t 1g4 rr lqd, 1[..
e',i.tinr Ilrll (\cnrPli(,I \\r)uid continuc l()!pll-\

t ) t-rtluit'Ltt.'ut tlrul lh( \u..cssot' litc.t in tht' ltoust lor -l .t utr Jtt'irtt- lo tlti dtittlt
I hi. i. :r r.'.r:,,rtul.lc rc'qrrircnrcnt.

f rour lh( lilt ltrtrvrcclit'c
,lt l'.tr< ri:irnt ,'t tlr rtliLl to .tili.\ (,r r'(,// (,r.\ inhtrikn<.t.t.
lir. l.'eri-.,t ll'e,rri!inal rclicl-\\15 to alll!.\ iatc hardship eaLr.e.l h-r .r ( .\ | li.rhilrtr
ltrll)(\\c\i (',1 .t Ptr.,,'n \ho inhc'rits .r hoLrse in rrhich thel har,i hucn lir in,: $ith the
rl!'eeir.c,i ll lrir. \uhsc![renll\ becn c\tctldc(l to inclu(l(' gilis. lhr' rcil\()rr rnit\
llrr. l',.cr: tlr:rl .inril;r lurrtlrhip nrirht urisc l() a pcrsrrrr rrhr, i. !.:ilicd., lrou\c ilt
rrlrielr lrr' (rr :lle il,r\ hccrr Iir ing lilr I ()r'm(lrc )car\. .\\ \ith rnhuritaIei.. u1tufl
l[r!r'r1 lrr]slL'r5 l() childrcn. this is an unlikel] scenario irn(l it lcgishli\!'rrrrehunisnr
.rlrcirll) r\rsls l,r ir(ldrc\\ hardship. Such a transl'er is ercn lcs., lilel] il rhc dorrt'r
.r:l(l ,.i(,lri| ,t:. hotll lir in!: in tlrc'hotrse eonCCntcd.

l l)ii ( \r(n:ir)n t0 incltrde uilis catr. tlrt'relirrc. he uscd as lr tar-licc r]]celrirrrisll] t0

[lrs. r,rr rrcirlth t,r (n']c'\ ehildrcn or rvhocrcr during t'ne's lil',.'tintc. \\ ltelea:
licrcr:.re h.rre I()l .is \al dllcr)Utltcrc(l iuclt Casc. it lppurrr'. that ir e,'ulJ hc
irrrlrc(l Ili rhc lcgislation aftbrtls ( A'l- e\cmptiotl lo a chiltl rrlrr, tukcs Lrfr

rc.i\ror!c i:r.r r.rr rtrrcllirtr I purchlsed h) hii her parcnls| \\hi!h i' then ,.:ilicil trr

lrirn h;r hr lrr. nrrrcnlr. itll \\ilhin il ,c\\ dn\s ol'lhe chilcl lcrtrirrg tlte rrarcnrul
h,r r:r i

\. \irl' nircrirrUrec:. it i: appropril(l. tirat thc benctici;rrr ncc(i n(,1 he r.lal..tl r,'
lhc Jcccrrscti. ll tlrerc is iustilication lor the rcliel'lbr gilis- it rr,rtrld prohubl,. not
hc r,'(' f.\lri(tll]g lo r3(',,,,t" (i()nor ilr](l ,.l0nec to both lirc in thc hoLr..'.

( r,r):iJrr irli()r) )ll()ullj-tllclql.qf:-c--br: gllgllo eitbt-l

,iiroli.hirt-! t lr. .ls ll iI t(\ rlf l r his ()es h\) lilt
$(rrU\linS li' rnl 1 11 lhc llr'l €51 .0()l) of thc \ lll'.' (): :.i lrrrrr:c rrhiclr i:
_lilicLl.-hu t r\tll\ o1 Il hc hotrsc lirr i r cilr! |r i(LI lo !!l( Sil'L

,,,r. .,.r ...;. ir;, r,,"r,,,i !'; /t.tulttttr)rt i tltL tl.tt .r1,,/lart-,r 't. ntt,l 1tl. .'t'1.',, ,.-

.,r rii..i \..,, r.rr,,.l ltt',ihrl-,.,t,i,ti,i lhLtt n,a hc dillirlt lo.rgttL 't{ttitt\t;' x/r'''rl'/"'rl'irrt 'l
tt 1.l ' l','! \ .rni titttt,.i1,tt,i) itlt !\t.k u .l tlL thild Llortr:i ( ll '\it'l1t"') l') 't t' rttt iti\' 'tt
t r., i(,_., .,.rr.,r\..,,.,i,)r,t./\ri?c.r((/r/r!rr'

o ,rtt rt,,ityt.ltr,ti\,'i,,/r/.r..\,rtir,! rorrt rn vhi<'h he lnrd livtJ rtr Vt l0.tt':"
. i,.. !'), -,i ur, r,t,rlu't it,'tttL rlriehhr. ttr,'rh'r h,tl lturslutlttl t't(i ttt: tql

, it.') tit, ott4;;\/ {ttttl tltar,'rhtt fu*tL t" lrint

/rr. - (/rri,,,;' t; ,t! ( ll,\'otiltii;lt)t lhtlt 'l t.'hou\'' 'hotll h'"'tttlahi" /\ r/" '/fr),," r';''r'r "t'r
;,,r,'.,;i,,,: i,, i;.r.;,',.1r,,rr\;I .^.npitJ llhilc thL -lLtutrtrtt reietnti' R'ri"l(' \ 

"''!r'?l 
rt'l' 1 .t"

,,tt,i t^,,i.ttir\t,1 rcl'ltentnt,ltttlling' n.'cd t" l'e tryltltn'tl nl'



( otttl tttitttt
'ihc clrrrcnt lTrorisiorrs ol scction 116 lcaIc thc ('.AI c\crnplirrn allirrdril tltc|chr tr,o
g111,'. 11....i ( irrrsirlerulirrn sh0trlJ ht' ri\ c11 k) th!' li)ll(t\\ in! (lrilnrc\

.{s regard,' inhcriunrer of drtcllinq houseli--
. .(,rlrr{r( r,' gi\c llll c\dnpli()I \\hcr!, bqt lircd in thc llr,u\( I(\:' I .,..rr.. .r:iJ
. c\crrpt lllc lirst ( 1,.5m ()l valuc uhcre thc suec('ss()r urttl thc .lceeir:ctl rlirl rrot

lr,,th lir c rn tltc hrrtr:t

.-\s rruarrls !ilts of drrtlling houses-
o .rlroli.h lhc crcnrplirrn. gl
. (\cr)l|l the lir\t(().5nrol'thcralucofthchotrsc.

Il(,\\.\cr. il it e,,rrsidcrc,.l thal tlle ubo\c prop.rsals So t(\, lrr- \(\r, Diii\ \\i\l] tr\
corr:iJcl tlr! li'llr,\\ ir]-- tschnical ilmendnrorts:
KccP thc rtliel urrclttng.'d tbr inhr'ritrnccs- hut in tht'e se ol eril. tight,,rr rrp thr
cr[i('r]r Ir('\ i.ion. r'clalin{ 1() the rlplucgl].!'!! r)l (rlc J\\!'llir]i-l'ttrr..r ir ith -rr,,rl]!r l(,
(-l]\Utd I llitl

hr'llt ltou:e: arc rc(luired to bc o\\ned h1 thc disponcr. llti: is 1,, r,rp1,er-
llrstcr) lhe e\istiltg lcgislillion lo erlsure that an inJi\ iJuirl $hrr o\\ r)c(l rnd \,)ld
lri..1r llar (,\\r) h(rn)c clnn()t elainr lhal u housc tllxt i. \uh.e!r,-r(ltir -ili!,1 tl
Irrrn ,rr hcr lrrithin ueels) is "dircctll or indircctllj' rcplacing ll)c lri'nrc hc ()r

'lrc 'rld. li,r thc purposcs ol'the i rears condition.
rr chiltl i. not trcittcd as occup\ing a d\'ellinq o$nerl alr(l ll.,r' lircrl in hr
hrr lrer prrrcttt{:). litr thc pur;xrses ol lhis rclicl. lltii i: t,r ,lcrrl rrrtlt rltc
\iru.rri,)n \\ lr!'rc l child hrrs becn lirinq xt honrc \\ill) hi. ,rr hcl I'\rrelr' .rn,! rlri
purerrt L,rr-r r a lrousc ulrieh is thcn gilied ttr thc ehild. tlitc icgisiatit,rr
errnrl.ine: tltr'Jr.'riotl oloscuplqion in thc ncu drrcllilrr.:-hou.e rrlth tlrt, neli,,ti
ol {)((upJliot} in I d$cllinrr-housc that hns dircctlr or i Ji:'cetlr r'.:plri..e,,l ,,rlrrr
l1r'1rl,en) lor lhc llurlx)ses ol thc i \car pcri i)

I i",ri \ lrrrfl,.
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Donal Murta

From:
Sent:
To:
Subject:

h

O'Donoghue, Maurice < "
23 lune 2015 15:58

Donal Murtagh
FWi Re: Queries on Dwelling House Exemption fo.3 s blinqs

Importance: High

Donal,

You asked me t{r lcrlvnrd detiiis of some dwelling-house claims for ex?mptron"

I have sent this o t lvrthcut comment for yout information at this stage,

Rega rd s,

Maurice

From: Rochfort, Bernadette
S€nt: 13 April 2015 15:54
To: O'Donoghue, Maurice
Subject: Re: Queries on Dwelling House Exemption for 3 siblings

Importance: High

Hi Maurice

I am in the process of conducting an audit on 3 siblings, they all received gifts of a Dwelling House each from their
father I )and they all claimed Dwelling House txemption on same .

Per Sect 86 (3) (c) CAf CA 20Ai "Subject to subsections (4), (5), (6) & {7), o dwelling house comprised jn a gift ot
inheritonce which istoken by a done or successor who- (c) - continues to occupy thot dwelliflg house asthot done
or successor's only or moin residence throughout the relevant period [relevont period being 6 yeors cammenctng on
the date ol the gilt or inheritancel"
Subsection 5 states - For the purpose of para (c)of subsection (3), the done or successor is deemed to occupy the
dwelling house concened as that done or sutcessor's only or moin residence throughout ony period of obsence
during which thot done o. successor worked in on employment or oflice allthe duties of whrch vrere performed
outside the Stote

Two ot the siblin after receiving the gift of DH worked abroad, brt both

i believe that there shoLrld be a ciawback of theDHEfo.eachof the rbove 2 bentirci:,, (,. tr....r.r.:-!_ai.ii:r,i:i::...,,ri
rented out 'during the relevant period" which meant that they were no lonqer.Lherr r,rA . ;ilr: ;j, ,,.,: r,:.ti!:

rented out the houses on which they had cl3imed DHE. is no longer working abroad and is now lrving in the
house again.  is still working in the uK. They both were registered as landlords with the pRTB

Case 1: ,T Period: 1/9/ Lt-37191L2

Dale of Eltt 1/12/1! Address of House:
DHE claimed

MV €850,000

PRTB records indicate that this house has been rented since 2e/5/72for €2,700 monthly, and is still hejng rentedout currently.

Agent stated that  is working abroad and that it is a condition of her employment here.

i



'etiodl 1l9l 72-37 /Al 13

Dat(' oJ Erfr: 29111/'12
DHF claim('d

Add.e5s of House: rVr €1,000,000

Per pRi 3 records thrs property wis rented out and rent payable was €5,500 monthly lncomeTax returnswere
submrtted by tl'o srowing rontal income for 2012 €22,OO0 & 2013 €27,500.

agent stnted that is was a condation of his employment that he had to work abroad. geneficiary is now working in
lreland and lrving rn

Tl.te thtrd:rbrrng - rc d gift of house d) from father on 2/12111 and claimed
OHI on same He & his wrfe purchased another hous€ . in Scnlgp6g7'14 

"nd 
sent an e-mail

to Revenue n.'rill,,x[' u) of d change ol address for his PPR as '!n2/fUf(). The house at
,n which DHE claimed) is up for sale with Sherry Fitzgerald (askin8 price €695.000) aod now is

showinB up a! sale agreed

Case 3' CAT Per od: l/9/1L-3718/72

Date of Bift: 2/'12/11 Address of House:

DHt claimed

l/P and his wife purchased a house at

from

lMaurice I would realiy appreciate Your advlce on the above 3 cases

Kind regards

Bernie

Dublin CAT Audrt Unrt

VPN] 14678

r,.',t rod then !r!('d sal(, oro( l,pds l(l ourctrale ihe
v lo be h s pPR oncc l). !t.rrted irvrng al

.lV: €700.O00

n 15/9/14 for €1,8m,0O0 and an e-marl was recerved

1.2/14 informing Revenue of a change lo his PPR.

lF) ,,!lere a dwet n9,h.-rL,5., exerrrote.', from t.x by vrrtue of subsectron (3) (in thts section referred to as the'frrst-
nrirtrone,l Jwc Iog-ro rie") s ret,r,rred $ thn the relevant penod by another dwellng-house, the condition speofred io

,ara(.trach (c) of s;bsect on il) rs rreated as satislied rf the donee or !.!!!&e55Q! has occupred as rhat ,1onee or successor'g only

c," ": n -eslC!n.e trre r,.St.o\Cll0OrreJ dwet rg-house. that Ofher dwelling-hOuSe and any d!rcllln9_hOUse wlrrch has wrthrn the

.elevant per oo ,, rea|y cr iid le:t t replSred [hdt other dweltlng-house for periods trhtch toqether cornpflsed at leasl 6 veaG

fnL,,.o 
^ 

i,,'" tf'r oerrcr, of 7 '/cars iomnrFncing on the Cate-Ol llg g{t or the d-!Le-O!:t-he r!!eIri'}0qf'



Donal Murtagh

From:
Sent:
To:
Cc:

Subject:

O Donoghue, Maurice < >

24 August 20L5 11:55
Ciaran Parkin; Kennedy, lean
Donal Murtagh
RE: CAT budget submission

Ci,r ra r,

Ihe 5ubmlssion set:, o![ rnrous option! and co5tings fairly in rnyview and I hr''e r. p, .:. r,i ,:r ],:,:,,.,r ...: . : ,,

submisslon.

lua,t tc alarify ;i polni 33 r.hal ,r i,lxpayer has, a 5tatutory entitlement u nder s54 C/,1{ ,i 21:lj I i i) i.j.t ., r, i r, i ,l

inheritan.es (olher lhan ox gitts or inheritances on absolute interests io peraoli-:r i.r..,ir. r':,,1 rrr'r '-.ri,, r ./ i,..

ovcrape(odol 5yeariandthi5isnotamatteroverwhichRevenuehasadiscL::ro;ri:r.i.a'.,i.,'! ).,!:r,L i i!.
manner. 

-l he taxpaver is rlntitled to pay by instalment; under s54.

On the 3ro.rd rssr,l. oi:hr: i.Al d,velllng-house exemption my preferred optior' r :r.r lli,: :.r., :,.ii .r ', !.'

on aligifi:,,:nd inherli;nte: oi dwclling-;rouses but <ln a reduced market value ol ,.,,; ''ilr':.,: i'r: ',,.r, ., . ,,., .,
l'lo rrse.

Thc cor'].(,'pi ol icvylng Cll o,r: reduced market value of particular assets is alr('td!, .1 1,, .1; -r1,' f,

business asseis (90ii, rcdrction rn market value).

This wculd be io ccxjunct:on witl.r the abolltion of the much abused dwe!lrng- hr: -]1,r ,..r0.ri)l :!r. .,,,.r : .l ii.:, i rar

Surdeaovc:all l':o.rir,:ndnoi i'r'sult;1 c('rtain houses be ing complete exem pl i.i)"r i. r .,t.. i .,., ,:, -.......-
lully tared ali b;rscd orr ..rrtain ilrbitrary conditions.

Regards.

Mau'ia{:.

From: Ciaran Parkin Imailto:Claran.Parkin@fi nance.gov.ie]
S€nt: 20 August 2015 16:59
To: Kennedy, leanj O'Donoghue, Maurice
Cc: oonal Murt gh
Subject: CAT budget submission

.lean, Ma uncc,

Many thanks,

Cia16n Parkin
Administrative Officer
Fiscal Policy Division
D€partment of Finance

Find attached a draft of the submission that Donal and I are preparing for the Minister regarding cAT threshoids andrelated i] lements lt's still verv much in development (Donal will doubtless mould my slightty esoteric analrsis intosomething more conc'ete) but we.would appreciate any thoughts you may have on it. Donar says !ve,re spec frcallyinterested in knowing about "anything that grates with you". Responses wourd be appreciated at some p0rnt ncxrweek, to both Donal and myself.

tq

L



Title: Changes to the Capitals Acquisitions Tax tax-free thresholds and related issues

Action Required

(i) To approve an increase in Capital Acquisitions Tax (CAT) tax-free thresholds and (ii) to consider
several other issues relating to cAT.

Executive Summary

With rising property prices the range of individuals receiving transfers beyond the thresholds,
and so paying tax, has grown and some pressure has emerged to increase the thresholds.

While, as outlined below, there does not seem to be a strong case for linking the thresholds
to property prices generally, in the context of improved yield you may consider making a one

off threshold increase, based on property price increases in recent years, of

25% (bringing the A, B and C thresholds to €281,250, €37,700 and €18,800
respectively and costing €48 million in 2016 and €55 million for a full year), or

o 33.33% (bringing the A, B and C thresholds to €300,000, €40,200 and €20,100
respectively and costing €51 million in 2016 and €71 million in a full year).

Alternatively an increase in the Group A threshold onlv. which applies to transfers from
parents to their children, would cost €28 million in 2016 and €33 million in a full year (based

on ? 25o/o increase) or €35 million in 2016 and €41 million in a full year (based on a 33.33%
increase). ln this case the Group B and C thresholds would remain unchanged.

o

Two other issues are considered: the possibility of indexing the thresholds and the possible

reintroduction of progressive CAT rates.

Deta iled lnformation

1. CapitalAcquisitions Tax is the tax on gifts and inheritances. A 33% rate applies on values over

lifetime thresholds defined by the relationship of the disponee (beneficiary) to the disponer.

Group A: €225,000

Gift and inheritance taxes are applied on amounts received above certain tax-free thresholds.
Since the financial crash the rate of CAT has been raised significantly (though not to the pre-

2000 higher level) and thresholds have been reduced.



( Broadly to a son or daughter)

Group B: €30,150

(Parent, sibling, niece, nephew or grandchild)

Group C: €15,075

(All other relationships, except spouses and civil partners, who are

exempt)

2. The thresholds have been reduced a number of times over recent years while rates have been

increased (having been significantly reduced in 2000). The primary reason cited for these
changes has been protection of yields. ln 2014 there was a significant growth in yield

compared to 2013:

*Rates and thresholds are those at yea/s end. Prior to 2000 there were three rates of
2O%,3OYo and 40%, applied in progressive slices.

3. A very large part of the value of gifts a nd inheritances is in the form of residential property, so

that property prices have a significant impact both on CAT yield and on the range of people

who are subject to the tax. Because falling property prices contributed to reduced yields the

threshold changes since 2009 designed to protect yield have largely tracked the changes in

property prices, up until 2014.

2007 2008 2009 2010 201-t 2012 2013 20L4

Yield
(€million) 392 332 254 238 244 283 279

Rate* 20% 22% 2s% 25% 30% 33% 33% 33%

Group A

Threshold €496,824 €52L,208 €434,000 €332,084 €250,000 €225,000 €22s,000 €22 5,000

Group B
Threshold €49,682 €52,121 €43,400 €33,208 €3 3, s00 €30,150 €30,150 €30,150

Group C

Threshold €24,84t €26,060 €2L,700 €16,604 € 16,7 50 €1-5,07 5 €15,075 € 15,07 5

387 |

I

I



Relationship Between Group A Thresholds and
Average Residentia I Property Prices
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4. Property prices reached a peak in 2OO7 and then began to fall. The CAT thresholds continued
to rise in line with inflation, but then since 2009 were reduced through a series ofdiscretionary
changes as property prices continued to fall. The last time this occurred was late 2012, since

when property prices have begun to increase, although this process has slowed over this year.

5. As well as yield protection there have been two main justifications for rate increases and

threshold reductions, as outlined in previous submissions. The first is that increased

inheritance taxation has less of a negative effect on economic activity than many other
taxation measures. The second is that gifts and inheritances are unearned and as such taxing
them is more justifiable compared to taxing earned income.

5. Historically the Group A threshold has been higher than the average national house price,

(although this may not have been intentional). This remains the case, however the Group A
threshold is now below both the average and median house price in Dublin for the first time
in recent years (at least according to some price sources), including when properties over €1

million are excluded*. When considering this fact it may be worth recalling the concentration
of wealth in the capital and the Iarge Dublin rental market. This means that many of these
properties will belong to the relatively wealthy, or be owned on a commercial basis, meaning

that, from a national perspective, it may not be inappropriate that they fall within the range

of taxable inheritances.

*Source: PSRA RPPR. National mean (excluding outliers) €209,300; Dublin mean (excluding

outliers) €282,929; Dublin median €250,000. Figures for 2015 Q2. Other sources suggest

somewhat lower average and median prices.

7. A certain amount of pressure has emerged recently to increase CAT thresholds. This comes

mainly from two sources. Firstly from farming organisations, as reported by the Department

of Agriculture and in pre-Budget submissions. Secondly from certain homeowners, primarily

in Dublin, who have submitted a number of representations. ln both cases it is based on

increased property values. There are, however, also calls for reductions in the thresholds, for
instance from ICTU.



8. Agricultural and business CAT reliefs reduce the taxable value of business and agricultural
assets by 90%, subject to certain conditions.

9. With regard to homeowners, there seem to be two possible perspectives from which the rise

in property prices might be viewed as meaning there should be a rise in the thresholds. The
first of these, which some have taken to calling the "inheritance tax trap" is the suggestion

that inheritors are being forced to sell their parents' homes to pay the CAT liability.

10. Someone receiving a gift or inheritance ofthe house they use as their main residence may be

able to claim dwelling house relief, which means that no CAT is payable on such a gift or
inheritance, provided certain conditions are met. As such, the "inheritance tax trap"
presumably applies to inheritors who do not live in the property in question, or are otherwise
ineligible for the exemption. The issue would therefore seem to be that people are having to
sell a property to which they have an emotional attachment.

11. Only in quite particular circumstances would an inheritor find it necessary to sell a property

to pay the CAT liability. lf they move into the property then various options, other than
payment from savings, could be open to them, including: payment of the tax from the sale of
another property; substitution of the CAT payment (which can be done through instalments)
for rental costs; or the use of credit. lf they did not move into the property they could rent it
and pay the tax from rental income. Only if none of these options is available would the "tra p"

apply. lt is also only relevant in cases where an inheritor would not have chosen to sell the
property anyway. There is no evidence about the number of cases where this applies.

12. The second perspective from which rising property prices might entail an increase in the
thresholds is that there is some principled link between the two.

13. CAT thresholds were previously linked to inflation, through the Consumer Price lndex (CPl).

The basis for this was that, as prices rise, the realvalue of a tax-free amount is reduced. To

maintain the real value ofthe tax free amount it is therefore necessary to increase its nomlnal
value. lt may be worth noting that the cost of housing forms part of the CPl. When the
thresholds have been reduced over recent years, and the link with inflation broken, this has

not been done because there was felt to be a stronger principled connection between
property prices and the thresholds than between the thresholds and inflation, but to protect
yield.

1.4. There are two possible principles on which one could say that property prices and the tax free
thresholds should be linked.

One would be that the thresholds should be linked with the average amount received

through gift and inheritance. Because property makes up a large part of the value of
transfers subject to CAT, property prices can act as a proxy for the amount that people

receive through gift and inheritance. A reason to follow this principle might be a belief

that only some portion of recipients (for instance the top quarter) should pay CAT. By

changing the thresholds in line with the value of the asset-type which makes up the
bulk of receipts this fraction could be roughly maintained.



The would be that the real value of receipts is defined by the ability they convey to
hold or buy property (either a property received by gift or inheritance or another one

to be bought with the receipt), rather than the average basket of goods used in the
CPl. ln this case, as property prices go up the real value of a tax free amount would go

down and the nominal amount should be raised. This may be most relevant for
disponees who prefer to move into the property which they receive and not sell it - if
the thresholds are not related to property prices then those who happen to receive a

property at a time when prices are high will be worse off than those who happen to
receive one at a time when prices are lower.

15. Overall, the case for linking CAT thresholds to property prices generally does not appear to be

stronS.

16. Without agreeing with either of these perspectives you could of course still choose to ease

the imposition of CAT, for instance on the basis that yield protection is no longer such a great
priority. This could be done either through a reduction in the rate or an increase in the
th resholds.

19. While, as noted in paragraph 15, there does not appear to be a strong case for linking the tax-
free thresholds to property prices generally, changes in property values since the thresholds
were last set could provide a useful basis for a figure for a one off threshold increase, which
would essentially be an easing of the tax.

20. Different sources give different figures for increases in property prices since the thresholds
were last chanBed in December 2012, however they fall between 20% and 30%. The

Economics Section's preferred source indicates 22% gtowlh in Dublin and 28% growth
nationally up to Q2 201.5. As such it is recommended, subject to your approval, that the
thresholds be increased by c. Z5%, or alternatively 33.33%. While these proposed increases

17. CAT plays an important part in lreland's equitable and progressive tax system. As a tax on
lifetime receipt of gifts and inheritances it fulfils these goals more effectively than, for
instance, an estate tax. A reduction in the rate of CAT would be more beneficial to those
receiving comparatively larger gifts and bequests, while a change in thresholds would
primarily benefit those receiving gifts and bequests at a value comparatively close to the
threshold. As such, it is recommended that any overall easing of the tax be done through
changes to the thresholds rather than a reduction in the rate.

18. Should you wish to increase the thresholds a number of options are open. The following
options have been costed by Revenue (full year cost, with all three thresholds changing by the
same percentage):

c An lllo increase, bringing the Group A threshold to €250,000: €28 million.
o A 20o/o increase, bringing the Group A threshold to €270,000: €46 million.
o A 25% increase, bringing the Group A threshold to €281,250: €56 million.
. A33.3% increase, bringing the Group A threshold to €300,000: €71 million.
. A 56% increase, bringing the Group A threshold to €350,000: €103 milllon.
. A 78% increase, bringing the Group A threshold to €400,000: €129 million.



do not match exactly with property price movements to the middle of this year, the increases
would take account of further marginal increases in the interim.



Appendix A

lndexation of Thresholds

21. lf the imperative to be able to protect yield through threshold reductions is no longer such a

priority you may feel that it would be appropriate to reinstate indexation of thresholds.

22. The advantages of indexation are that the process occurs automatically, removing the need

for review, and that it should mean that, once the thresholds are initially set at an appropriate
level, they will broadly continue as such. As indexation was previously in place Revenue should
have the tools to operate it again.

23. Possible disadvantages include the possibility that indexation would make future discretionary
changes (particularly reductions in the thresholds) more difficult, as well as increased
administrative costs. Revenue have indicated that when indexation was in place it was
adm inistratively quite burdensome, particularly for members of the public and tax and legal
professionals dealing with inheritance. Recent technologlcal improvements in Revenue's
operations may mean that this burden would be reduced.

24. Two options for indexation would be a return to CPl, the justification for which is outlined in
paragraph 13, or a property based index, such as the CSO'S Residential Property price Reglster
(RPPR). As the CSO are currently reviewing the way in which this is compiled it is

recommended that consideration of indexation to the RPPR should wait until that process has

been com pleted next year.

25. At this time indexation of thresholds is not recommended. lnstead it is suggested that they be

kept under review, allowing for occasional discretionary changes. lnflation is an important
factor in light of which these changes could be made.



Appendix B

Progressive CAT rates

26. As described in paragraph 17 a feature of threshold increases compared to rate reductions is

that they primarily advantage those receiving smaller gifts and inheritances. Another way in
which CAT could be eased for those receiving more modest transfers is the reintroduction of
progressive rates. Up to 1999 CAT was payable in "slices", with rates increasing depending on
the amount inherited above the tax free thresholds. When progressive CAT rates were
abolished they were replaced with a single rate at what had been the lowest level*. This was

essentially a rate reduction for those receiving larger transfers.

27. The reintroduction of progressive rates could ease the tax for more modest transfers while
protecting yield. Revenue estimate that, with current thresholds, charging 25% on the first
€100,000 of taxable receipts and 40% thereafter (rather than the single current rate of 33%)

would have a small cost of €3 million. Progressive rates could also be introduced alongside
changes in the thresholds. lntroducing the rates just outlined while at the same time
increasing the thresholds by 33% (bringing the Group A threshold to €300,000) is predicted to
produce a saving of €3 million compared to changing the thresholds and not the rates (ie. tt
would cost €68 million, rather than the €71 million that the thresholds change alone would
cost). lnitial discussions with Revenue also suggest that the change would not significantly
increase administrative or compliance costs.

28. This would have the effect of de-coupling the rates of Capital Acquisitions Tax and Capital

Gains Tax. As either CAT or CGT could potentially be paid on the same asset, depending on
what is done with it, a difference in the rates could allow for tax planning and as such lead to
distortionary incentives. Specifically, if a lower rate of CAT than CGT would apply on an asset

the holder of that asset may be incentivised not to dispose of it, and instead to bequeath it.
As different set of reliefs and tax-free arrangements apply to the two taxes, this is, however,
already somewhat the case.

29. There may be a case for the reintroduction of progressive CAT rates. lt would, however, be a
more radical change compared, for instance, to a simple change in thresholds.

*Prior to 2000 three rates of 20%, 30% and 40% applied



Ciaran Parkin

From:
Sent:
To:
Subject:

O'Reilly, Sharonne 
16 March 2016 l2:a1
Ciaran Parkin

RE: dwelling house

...

Cia ra a,

lit3nlr iarf ih.t i vt' i:r.i:r I a srrrrt with the team re some of the cases and I will be pay,rr;i thorr,r n !,,:.:t 11('xt week tt
lei lhe lurr l)l.1Lt ! i..

From: Ciaran Parkin I
Sent: 11 l'Iarch 2016 17:48
To: O'Reilly, Sharonne
Subject: dwelling house

Hi Sharonne,

Yesterday i spent some trme with the CAT audit team on Cathedral Street. lt was a very interesting visit. One of the
things they were ke€n to do was show me examples of, among other things, abuses of the dwelling housc
exemption. I think you and they are likely to be working to8ether in any case but it might be especially worthwhile
to se€ what examples they have 0round the dwelling house exemption, either that they have or haven't already sent
to Maurice. Perhaps this is already underway or planned but I thought l'd just mention in ca5e.

gest,

Ciofin Pcdn
Tax Policy Division
Department of linonce, Gavenment Buildings, Upper Meffion Stteet, Dublin 2 DO2 R583

Direlt:   
Website: ,. ,, . a .
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