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Income Tax Rates

Bands of Taxable income 2011 2010
Single/Widowed €32,800 @ 20% £€36,400 @ 20%
(Without dependent Children) Balance @ 41% Balance @ 41%
Single Parent / Widowed Parent £36,800 @ 20% £40,400 @ 20%
(With dependent children) Balance @ 41% Balance @ 41%
Married couple €41,800 @ 20% €45,400 @ 20%
(one income) Balance @ 41% Balance @ 41%
Married couple €65,600 @ 20% *€72,800@ 20%
(two incomes) Balance @ 41% Balance @ 41%

*In the case of a married couple with two incomes the standard rate band is
transferable between them up to €65,500 (the band for two income married
couples). In effect this means that up to €23,800 may be transferred between them,
if one spouse earns less than €23,800 there is a loss of some of the benefit of the
higher band.

Income Exemption Limits 2011 2010
Single/Widowed € €
65 years of age and over 18,000 20,000

Married Couples
65 years and over 36,000 40,000

The relevant exemption limits are increased by €575 for each of the first two
dependent children and by €830 for the third and any subsequent dependent children.

Tax Credits @ 20% 2011 2010
€ €
Single 1,650 1,830
Married (Jointly assessed) 3,300 3,660
Widowed Person in year of bereavement 3,300 3,360
Widowed person no children 2,190 2,430
Widowed person/single person with dependent child 3,300 3,660
Additional Allowances in years following bereavement
Year | 3,600 4,000
Year 2 3,150 3,500
Year 3 2,700 3,000
Year 4 2,250 2,500
Year 5 1,800 2,000
Home carer’s credit (see restriction pg 9) max 810 900
Incapacitated child max 3,300 3,660
Dependent relative max 70 80
Age credit single 245 325
married 490 650
Blind person single 1,650 1,830
married 1,650 1,830
both spouces 3,300 3,660
Additional Credit Guide dog* 165 165
PAYE 1,650 1,830
Allowances @ 41%
Allowance to employ a carer for an incapacitated person max 50,000 50,000

*Relief in respect of the cost of maintaining a guide dog (max €825 @ 20% = €165 may be
claimed under the heading of Health Expenses.
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Relief for the Long Term Unemployed
An employee who is long term unemployed is entitled to two separate allowances, as
follows:

Personal Tax Allowance Child Tax Allowance

€ €
Year | 3810 1,270 for each qualifying child
Year 2 2,540 850 for each qualifying child
Year 3 1,270 425 for each qualifying child

An individual is treated as long term unemployed where they have been continuously
unemployed for a minimum period of twelve months. . The relief is also available for
persons who have been in receipt of either disability allowance, blind persons pension
or invalidity pension for 12 months or more, illness benefit for 3 years or more, or who
are released from prison after 12 months or more.

The employer is entitled to a double deduction for qualifying employees in respect of:
* Emoluments paid to those employees in the first 36 months of employment and
* PRSI contributions on those emoluments.

Residence

An individual is liable to Irish Income Tax on his worldwide income provided he/she is
resident and domiciled for the tax year, subject to any specific relief under the relevant
Double Taxation Agreement. To be resident an individual must be present in the state
for:

- 183 days or more in that tax year, or
- 280 days in that tax year and the preceding tax year, subject to a minimum of
30 days in each year.

From | January 2009 presence in the State at any time during the day will count
towards residency (prior to | January the residence test applied to presence in the
State at midnight). For 2009 if counting 280 days for two consecutive years the test for
2008 will count the no of days in the State where the individual is present at midnight
and the test for 2009 will apply to number of days present in the State.

Domicile can be a difficult concept but broadly means the country that an individual
considers as his/her natural home.

An individual is “ordinarily resident” if he is resident for three consecutive tax years
and remains ordinarily resident for three years after the tax year of departure. An
ordinarily resident individual is chargeable to Irish income tax on Irish source income
and also on foreign investment income exceeding €3,810 in the tax year. An Irish
resident or ordinarily resident and domiciled individual will also be liable to Irish
Capital Gains Tax on their worldwide gains. This leaves individuals ceasing to be Irish
resident exposed to Irish tax on investment income and Capital Gains Tax for three
years after the tax year of departure.

Despite the reference to three years in the paragraph above, an anti avoidance
provision imposes Capital Gains Tax on individuals who dispose of shareholdings during
a period of temporary non-residence, described as absences of less than 5 years.

Split Year Treatment

An individual who arrives in Ireland with the intention of becoming resident in the
following tax year is liable to income tax on employment income only from the date of
arrival to the following 3| December. Similarly, a resident individual who leaves Ireland
other than for a temporary purpose is liable to income tax on employment income up
to the date of departure only.This “split year treatment” applies to employment income
only.

Relief from a liability to Irish Income Tax may also arise under provisions of Double
Taxation Agreements between Ireland and other states.
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Cross Border Workers

Irish resident individuals employed abroad in a jurisdiction with which Ireland has a
double taxation agreement can exclude income on employment earned abroad from
Irish tax. The employment abroad must be for a minimum period of I3 weeks and
foreign tax must be paid on that income, and the duties must be performed wholly
abroad. The individual must be present in Ireland for a minimum of one day a week
during the period of qualifying employment. The relief does not apply to state or semi
state employments.

From 2010 onwards an individual will be deemed present in the State if he/she is
present at any time during the day, for 2009 (and prior years) the individual needed to
be present at the end of the day in order to qualify for the relief.

Remittance Basis of Assessment

Individuals domiciled outside Ireland (prior to 2010 the remittance basis of taxation
also applied to non-ordinarily resident Irish citizens, however this was withdrawn for
the tax year 2010 onwards) are entitled to a “remittance basis” of assessment in Ireland
on investment income i.e. they are only subject to tax on income brought into the
country. The remittance basis does not apply to employment income except in the case
of a special assignment relief program (see below)

For Non-domiciled Individuals

Income:
Fully Taxable:

*  Alllrish source income, including the Irish workdays of a foreign employment and
capital gains are taxable in Ireland regardless of whether they are remitted or not.

Not Taxable:
+  Foreign employment income (non Irish workdays) and investment income are
taxed only where remitted.

Capital:

+  Irish citizens who are not ordinarily resident but who are resident are taxed on
foreign capital gains

* Non-Irish domiciled are taxable on foreign capital gains only to the extent that
they are remitted to the country.

Special Assignment Relief Program SARP

This relief applies from | January 2009 to individuals who are assigned to work in
Ireland from abroad for a period of at least | year (3 years in 2009).The relief will apply
to reduce taxable earnings in excess of €100,000 by 50%.

The relief is only available to non domiciled individuals who take up residence in Ireland
for the first time, and exercise their duties in Ireland for the first time, in addition they
must:

*  Have been employed by an associated company of the Irish entity to which they
are assigned prior to arrival in Ireland and continue to be paid by the overseas
employer

*  Previously have been tax resident and exercised the greater part of their
employment in the relevant overseas jurisdiction.

+  Bean employee of an EU, EEA, or treaty country (prior to 2010 the relief only
applied to non EEA countries which were also treaty countries.

The overseas employer must operate Irish PAYE (and PRSI where appropriate) on the
employment income. The relief will operate by way of a repayment of taxes otherwise
payable after the year end.

With effect from | January 2011 share awards will also be eligible for tax relief under
the SARP.The benefits are limited to the amount of income subject to PAYE.
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Seafarer Allowance

An allowance of €6,350 from employment income is available to seafarers provided
they are on an international voyage(s) i.e.a voyage beginning or ending in a port outside
the State for at least 161 days in a tax year. This allowance cannot be claimed in
conjunction with the split year treatment. The allowance is also available to crews of
vessels servicing drilling rigs in Irish waters.

Income Tax Relief’s Quick reference guide Page
Employment and Investment Incentive Scheme 18
Film Schemes - Companies & Individuals 18
Employee Share Schemes 24
Medical Insurance 9
Medical Expenses 10
Dental Insurance 10
Mortgage Interest Relief 8
Service Charges I
Trade Union Subscriptions 10
Rent Relief for Private Accommodation I
Retirement Annuities 19
Permanent Health Insurance 10
Thrid Level College Fees 10
Training Course Fees il
Donations / Gifts 12

Tax Exemptions

The following are exempt from Income Tax provided specific conditions are satisfied:
+ Artists resident in Ireland who produce original work that has cultural and artistic
merit subject to a €40,000 limit

Charities - investment and certain trade income

Awards made by the Hepatitis C Tribunal

Income arising on monies received from settlement of a civil action by a totally
incapacitated individual. Income arising on monies received by permanently
incapacitated individuals for damages following assessment by the Personal Injuries
Board, from 2007 the return arising from the investment of these monies where the
return is greater than 50% of the individual’s total income and gains is also exempt.
Income arising from compensation payments made under an employment law
enacted, in accordance with a decision of one of the relevant bodies listed below
or made in accordance under a mediation process;

- The Rights Commissioner

- The Director of Equality Investigations

- The Employment Appeals Tribunal

- The Labour Court

- The Circuit Court

Patent royalties paid to the inventor from inventions devised in Ireland prior to 24
November 2010.

Sports organisations

Income from woodlands

Income received by Mna Ti in the Gaeltacht (Sceim na bhFoghlaimeoiri)

Income received by foster parents from the Health Service Executive or from
another body where the payment is in accordance with similar law from another
EU Member State (including educational fees, certain medical expenses and other
exceptional payments where complex special needs arise). In addition payments for
foster children 18 or over until the age of 21 or until they complete their full time
education who suffer from a disability are also exempted.

Certain social welfare payments including payments to systematic short term
workers i.e. people who do 3 days on and 2 days off work, or who work one week
on and one week off.

-

-

-

-
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The exemption for Income Tax for the categories of income described below was
extended to Capital Gains Tax. However, it is a requirement that the aggregate of the
person’s income and gains must exceed 50% of their total income and gains in order
to be exempted. The relevant categories of income and now gains are as follows:

* Income and Gains derived from the investment of certain compensation payments
received by permanently incapacitated individuals or a trust established for the
benefit of one or more individuals.

* Income and Gains derived from the investment of payments made to Hepatitis C
and HIV victims

* Income and Gains from compensation payments made to thalidomide children and
the income derived from the investment of such payments

Childminding relief

Childminding relief is available where an individual minds up to three children
(excluding their own children) in their own home. No tax will be payable on the
childminding earnings received, provided the amount is not more than €15,000 per
annum. If the childminding income exceeds this, the total amount will be taxable as
normal under self-assessment.The annual minimum PRSI contribution for self employed
individuals of €253 per annum is payable.

Mortgage Interest Relief

Interest relief can be claimed in respect of loans for the purchase, repair or
improvement of a taxpayer's main residence. Mortgage interest relief is allowed at
source by the lending institution, the relief is granted by reducing monthly repayments,
or by directly crediting the individuals account.

The relief available for 2010 and 2011 is outlined in the table below

Individual Status First Time Buyers All Others
Single €10,000 €3,000
Married €20,000 €6,000

First Time Buyers
The relief for first time buyers is 25% for the first 2 years of the mortgage, 22.5% in
years 3-5 and 20% in years 6-7.This is set out in the table below.
Max Relief -

Year Rate Single Married

Years |2 25% of interest paid* €2,500 €5,000

Years 3-5  22.5% of interest paid €2,250 €4,500

Years 6-7  20% of interest paid €2,000 €4,000

*Relief is based on the lower of x% of interest paid, or the maximum relief as outlined above.

The seven year time limit for first time buyers applies for seven years starting with the
year in which mortgage interest relief is first claimed i.e. to qualify for relief in the tax
year 201 | the mortgage must be taken out no later than | January 2005.

Tax Tip: if you are a first time buyer buy your home early in the tax year to maximise
your credits .

Non First Time Buyers

For non first time buyers the relief is set at 15% for 2010 and 2011 and 10% for 2012.
For loans taken out up to 2011 a credit will be available up to a maximum of €900 per
annum for a married couple and €450 per annum for a single person. For loans taken
out in 2012 the relief will be reduced to €600 for a married couple and €300 for a
single person.

Max Relief -
Year Rate Single Married
2010 15% of interest paid €450 €900
2011 15% of interest paid €450 €900
2012 10% of interest paid €300 €600
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Qualifying loans taken out before 31 December 201 | will qualify for relief for 7 years.
Transitional measures will apply for loans taken out between | January 2012 and 31
December 2012

Mortgage interest relief on loans taken out after | January 2013 has been abolished.

Rented Residential Property
Mortgage interest relief for rented residential properties is available at 75%. This
measure applies to new and existing mortgages.

Energy Efficient Investment

Investment in  SEAI approved works carried out to improve the energy efficiency of a
residential property will qualify for tax relief. The investment must be in owner
occupied properties and is for expenditure net of grants. The maximum spend qualifying
for relief is €10,000 for a single person and €15,000 for a married couple, relief is
calculated at 20% i.e. €2,000 single and €3,000 for a married couple (Co-habiting
individuals treated as married for the purposes of this relief). The relief will be provided
by way of repayment in the tax year following the year in which the expenditure was
incurred. The relief is subject to Ministerial order.

Home Carer’s Credit

A credit of €810 (€900 in 2010) is available for married couples jointly assessed, where
only one spouse is working and the other cares for children (with an entitlement to
social welfare child benefit), individuals over the age of 65, or incapacitated individuals
in their home. Where the carer’s income exceeds €6,700 no credit will be available,
where the carer’s credit exceeds €5,080 in a year, the tax credit is reduced by one half
of the amount of the excess over €5,080 (subject to a maximum of €810).

The credit is not available to married couples that are taxed as single persons. Neither
is the tax credit available to married couples with a combined income of €41,800 and
who claimed the increased standard rate tax band for dual income couples.

Carer’s allowance

An individual can claim an allowance where he/she has to employ a person to take care
of an incapacitated family member. The carer may be employed on an individual basis,
or through an employment agency. The maximum allowance is €50,000 per annum for
each incapacitated individual. The allowance is available at the marginal rate of tax. The
allowance will be granted in the first year that the individual becomes incapacitated.

Covenants

Covenants to permanently incapacitated adults are fully tax deductible. Covenants to a
permanently incapacitated minor child are fully tax deductible if paid by a person other
than a parent. Covenants to individuals aged 65 or over who are not incapacitated are
deductible subject to a 5% limit of the covenantor’s total income.

Medical Insurance

Tax relief on medical insurance premiums is granted at source and is given as a direct
reduction in premiums. Relief is based on a standard rate (20%) deduction, and is
granted on a current year basis.

There is an increased age related credit available for individuals over the age of 60 for
new or renewed contracts entered into on or after | January 2011 as follows

Age of Insured Age related Credit for 201 | Age related Credit for 2010
>=50 but <60 €- €200

>= 60 but < 70 €625 €525

>=70 but <80 €1,275 €975

>80 €1,725 €1,250
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Dental Insurance
Tax relief at the standard rate (20%) is available in respect of dental insurance premiums
taken out for non-routine dental treatment.

Medical Expenses

Un-reimbursed medical expenses incurred on behalf of a taxpayer or another person

may be set-off against their income tax liability.

Medical expenses include:

+ Doctor/Hospital care and prescription medicines

+ Payments to Revenue approved nursing homes for dependents

* Physiotherapy

* Non-routine dental and ophthalmic expenses

* Routine maternity care including Caesarean sections

* Qualifying medical expenses incurred on behalf of a dependent relative (which
includes any individual over the age of 65 or permanently incapacitated individuals
whether they are relatives or not).

Relief is granted by way of a tax credit at the standard rate of tax, except in the case
of nursing home expenses which will be granted by way of an allowance at the
taxpayers’ marginal rate of tax. A form MED?2 should be completed in respect of non-
routine dental expenses (this can be obtained from the dentist).

There is an exclusion for certain “non essential” cosmetic surgery from qualifying for
relief. Cosmetic surgery qualifies for relief where it is provided for a physical deformity
arising as a result of a congenital abnormality, a personal injury, or a disfiguring disease.

Relief for hospital stays are restricted to expenses necessarily incurred in connection
with the services of a medical practitioner, or to diagnostic procedures carried out on
advice of a medical practitioner.

Relief for Nursing Home fees qualify for relief provided the nursing home concerned
provides qualifying nursing care on site on a 24 hour per day basis. Private contributions
towards the fair deal scheme for nursing homes qualify for relief.

Permanent Health Insurance

Premiums paid under approved permanent health insurance (PHI) schemes are tax
deductible. The deduction cannot exceed 10% of the individual’s total income. Relief is
granted as a deduction against total income and is effectively relieved at the marginal
rate of tax.Any benefits received are taxable and therefore subject to PAYE.

Trade Union Subscriptions
Tax relief for Trade Union subscriptions has been abolished with effect from | January
2011 (tax credit €70 was available in 2010.

Third Level College Fees

Tax relief is available at the standard rate for the cost of fees paid for approved courses
in approved colleges. In addition to full time courses it includes fees paid for part time
courses on behalf of students who do not have a third level qualification. The relief also
applies to post graduate fees paid for third level education in private and public funded
third level colleges in non-EU Member States. Tax relief for undergraduate fees is also
allowable for accredited private third level colleges in EU Member States.

Tax relief is available for repeat years, on individuals taking more than one course and
for individuals already holding a third level qualification. Courses such as medicine,
dentistry, veterinary medicine and teacher training which were previously excluded
from the relief are now included.

The current third level Student Services Charge of €1,500 is being replaced with a new
Student Contribution Charge of €2,000.
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The first €2,000 of fees for full time courses and €1,000 of fees for part time courses
will be disallowed for 201 1. The maximum relief available is €5,000 for the academic
years 2009/2010 and 2010/201 . Where families have two or more children in third
level education on a full time basis and where both are liable to the Student
Contribution Charge, tax relief at 20% will be available on the aggregate paid above
€2,000.

Training Course Fees

Relief is available for fees between €317 and €1,270 paid in respect of Information
Technology and Foreign Language courses, which are approved by FAS.The course must
at least 2 years duration and must not be a postgraduate course. Relief can be obtained
for course paid by the taxpayer for himself or another person.

Service Charges

Credit is available for service charges paid up to a maximum limit of €400 per annum,
i.e. value €80.The relief is given by way of credit at the standard rate of income tax,
where Local Authority service charges are paid in full and on time, by the person liable
for them, or by another person who resides on the premises to which the service
charge relates. The relief is available in respect of charges paid for the preceding
calendar year, on production of a receipt from the local authority. This relief will cease
for service charges from 2011 onwards.

Rent-a-room scheme

Where a room in a persons’ principle private residence is let as residential
accommodation and the gross annual rental income is less than €10,000 per annum
this rental income is exempt from tax. Where it exceeds €10,000 the rent is taxable
in full.

Qualifying room rentals will not affect entitlements to claim mortgage interest relief. It
will also not effect CGT relief on Principle Private Residence on the disposal of the
dwelling, and will not lead to a stamp duty claw-back. The relief will not apply where
the letting is between connected parties and rent relief is being claimed.

The relief will not be available where the person in receipt of the income is an
employee of the person making the payment.

Tip: Consider keeping rental income below the €10,000 threshold.

Rent Relief for Private Accommodation

Rent paid in a tax year for private residential accommodation will qualify for tax relief in
that year. The relief will be granted by way of a tax credit at the standard rate of income tax
i.e. 20% subject to certain limits. The credit is worth a maximum of €640 (€800 in 2010)
per annum to single/widowed persons and €1,280 (€1,600 in 2010) to married/widowed
persons who are aged 55 or over. The credit is worth €320 (€400 in 2010) to a single
person and €640 (€800 in 2010) to a married couple under the age of 55.

The maximum available is as follows:

55 or Over Others

< <

Single/Widowed 3,200 1,600
Married/Widowed 6,400 3,200

The credit does not cover rent paid to certain public authorities or rent in respect of
a letting for a period of 50 years or more.

The relief is to be phased out over a seven year period for tenants who on the
7th December 2010 were paying qualifying rent under a qualifying tenancy. The
relief is due to be withdrawn in full for the tax year 2018 onwards. New tenants
are precluded from claiming the relief from 8 December 2010.
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Donations / Gifts

Relief is available to individuals and companies in respect of donations to approved

Charities/Educational Establishments (minimum €250). These include

+ certain disadvantaged schools and donations to the state.

+ charities, both domestic and third world

+ first and second level schools and third level institutions both domestic and
International

+ donations to an approved sporting body used to fund expenditure on an approved
project

There is a restriction on the amount of tax relief available to an individual; this caps
the amount of the contribution at 10% of the individuals’ total income for the year of
assessment.

Gifts may comprise of public quoted shares and securities.

A tax credit may be available for a gift of a heritage item to an approved body. The
relief is restricted to 80% of the market value of the heritage item. The relief includes
property which has been approved by the Minister for the Environment, Heritage and
Local government. The maximum credit available is capped at €6m in any one year
with a minimum donation of €150,000 (or where there is a collection a single item of
€50,000).

High Earners

Certain tax breaks available to high income earners are restricted with a tapering
restriction applying to individuals with income in excess of €125,000 to ensure a
minimum effective tax rate of 30% (previously €250,000 to ensure an effective
minimum tax payment of 20%).

Taxable income is calculated by restricting qualifying deductions to 20% of the taxable
amount.

If the individuals’ income is less than €125,000 or if the reliefs claimed are less than
€80,000 the restriction will not apply.

There is a full restriction on income in excess of €400,000 where there is a claim for
specified relief in excess of €80,000 the amount that may be claimed is limited to the
greater of €80,000 or 20% of the adjusted income.

A tapering relief applies to income between €125,000 and €400,000.

The following items specifically need to be considered:

* Calculation of double taxation relief and top slicing relief is applied before the relief
to be claimed.

* Credits for any relief's or deductions are given before the application of the
restriction (but after the carry forward of excess relief’s from prior periods).

* The effect of the restriction is to disapply the age limit for income tax.
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Self Assessment - Pay and File
On the 31 October each year, a self-employed individual/company director will be
required to:

|.Make his/her Income Tax Return for the previous calendar year;
2. Pay the Balance of Tax for the previous calendar year;and
3.Make a Preliminary Tax payment for the current calendar year.

The deadline for PAYE worker with untaxed non PAYE income has been amended to
30 September each year. (Any reference to 31 October needs to be read as 30
September in respect of PAYE workers)

Payment and Compliance

The self-assessment system applies to individuals with non-PAYE income and to all
directors controlling 15% or more of the share capital of a company (even if their
entire income is subject to PAYE).

From 2010, the PAYE credit for proprietary directors will be limited to that actually
paid by the company.

The definition of a chargeable person for self assessment purposes includes PAYE
taxpayers with non PAYE income where the non PAYE income is not taken into account
under the PAYE system.

The system places an obligation on the individual to file a return, calculate the tax
liability, and pay the tax due. Returns for income arising in the year ended 31
December 201 | must be filed on or before 31 October 2012 to avoid a surcharge. The
surcharge amounts to 5% of the amount of tax payable for the period subject to a
maximum surcharge of €12,695, where the return is filed within two months of the
deadline. Otherwise if the return is filed more than 2 months after the deadline, a
surcharge of 10% is imposed subject to a maximum of €63,485.

Preliminary tax due for the tax year 201 | must be paid by 31 October 201 if interest
charges of .0219% per day are to be avoided. The tax paid must represent 90% of the
individual’s actual liability for 201 | or 100% of the final liability for 2010 (excluding BES
relief and relief for investment in films).

Individuals making a preliminary tax payment in 2011 based on 100% of their 2010
liability will be obliged to include in that payment the amount which would have been
payable had the Universal Social Charge applied in 2010, see pg 56 for details of the
Universal Social Charge.

Alternatively, for the tax year 2011, a taxpayer can elect to make a preliminary tax
payment equal to 105% of the ultimate liability for 2009 (the pre-preceding year),
provided a liability arose in that year. This option is only available to taxpayers that pay
by direct debit in equal monthly installments. The final installment is payable in
December 201 1.Where a taxpayer is paying by direct debit for the first time, payment
can be made by way of a minimum of three equal installments, and during the following
year by way of eight equal installments.

Any balance of tax due for 201 | must be paid by 3| October 2012 (2010 balance falling
due by 31 October 201 1).

Where the repayment is made due to a Revenue error in applying the legislation,
interest will be repaid from the date the tax was paid to the date of repayment
otherwise no repayment is due Refunds of overpayments of preliminary tax carry
interest of 0.01 1% per day .

A penalty of €3,000 will apply form | January 2011 to any incorrect account,
declaration, information, particulars, return or statement in connection with any claim
for exemption, allowance, credit, deduction or relief or repayment.

13



tax book 2011

Tip: The 2010 tax return is due to be filed by 31 October 201 |, where your total income for
2011 is less than that in 2010, consider basing your preliminary tax payment on your 201 |
estimated liability.

Joint Assessment
Revenue may recover tax not paid within 28 days from the spouse who was not
assessed. This is limited to the amount of unpaid tax referable to that spouse’s income.

Pay and File Summary
The following is a summary of pay and file dates for the year 2011

> File tax return for 201 | 31 October 2012
> Pay capital gains tax for 2011
= | December 2010 - 3| December 2010 31 January 2011
= | January 2011 - 30 November 2011 15 December 201 |
= | December 2011 - 3| December 2011 31 January 2012
> Pay balance of tax for 2010 31 October 201 |
> Pay preliminary tax for 2012 31 October 201 |

Information included in Return

Taxpayers are required to disclose information in relation to any relief’s claimed in their
annual tax return, the relief’s to be detailed are highlighted on the return forms. This
will apply to individuals, both self-employed and employees and also to companies.

Failure to provide the relevant information may result in a penalty of €950, as well as
a surcharge of:
5% of the tax due subject to a maximum of €12,695. - within two months of
specified date.
10% of the tax due subject to a maximum of €63,458 — where return filed more
than two months after the specified date.

Late Filing of PAYE Returns
The penalty for late filing of the employer's end of year return (P35) is an initial €1,000
with further monthly penalties of €1,000 up to a maximum of €4,000.

Where PAYE is paid later than |4 days after the end of the year of assessment, interest
will be payable and calculated as follows:

* Where the balance due does not exceed 10% of the total liability, interest will be
due as if the date for payment was the |4th day after the end of the tax year; or

* Where the balance exceeds 0% of the total liability, interest will be due on 31 of
July (in the year of assessment).

Registration of Foreign Employers

PAYE must be operated by non-resident employers and intermediaries in certain
circumstances. Where an employee works for a person other than his/her employer
and a payment is made by the foreign employer in respect of that work, and then Irish
PAYE must be operated on the payment. The obligation to register for PAYE covers
foreign and domestic employment and mobile workers.

PAYE may also be required to be operated by foreign employers or Irish affiliated
employers where an employee of a foreign company spends time (generally more than
60 days) working in the State. However there are certain concessions where the
individual does not become tax resident and specified conditions are satisfied.
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Relief on Profits and Rental Income
Relief is available for interest on money borrowed for business purposes without
restriction where the money is used: -
+ for the purposes of a trade or profession carried on by the individual
+ for the purchase of, or expenditure on,a rented property (restricted to 75% in some cases)
* toinvest in or lend to a trading partnership in which the individual is an active partner
* toacquire an interest in or lend to a company which is a trading or a holding company.
This relief will be unrestricted where:
(a) the company is unquoted (if quoted, the investment should be made
when the company was unquoted)
(b) the individual has a material interest (minimum 5% of equity) and
(c) the individual is a full-time or part-time director or employee.

Directors and employees (full-time and part-time) of a private trading or rental
company, whether or not they have a material interest in the company (more than 5%)
are entitled to unrestricted interest relief. Certain anti-avoidance measures deny relief
for non-business interest.

Anti avoidance provisions provide for a restriction of interest relief where funds are
invested in certain companies which use the funds to acquire industrial or commercial
property from another company, in such cases the interest is restricted to the
individual’s return from the company only.

Tip: There is no restriction on the amount invested and relief is given at the marginal rate of
tax where employees/directors have a material interest in the company i.e. greater than 5%.An
individual should therefore minimize borrowings for investments where little or no interest relief
is available e.g. an investment in quoted shares.

Interest relief (post 7 December 2005) no longer applies where loans are taken out to
acquire an interest in a company whose income arises wholly or mainly from rents or
from income from property.

No interest relief will be available for loans taken out on or after 7 December 2010 to
invest in certain trading companies. For loans described above which were taken out
prior to 7 December 2010, interest on such loans will be deductible on a reduced basis
as follows:  * 75% in 201 *50% in 2012 *25%in 2013

* No relief will be available for 2014 onwards.
The relief is subject to the high earners restriction as outlined in page 12.

Rented Residential Property

With effect from 7 April 2009 there is a restriction on the tax relief available for interest
paid on borrowings used to purchase or improve rented residential property. Relief will
be restricted to 75% of the amount of interest paid; this will apply to both new and
existing borrowings. Commercial properties will not be impacted by the change.

An individual is required to register any properties let with the residential tenancies
board in order to qualify for interest relief on rented residential properties.

Order of Relief for Case V Losses and Capital Allowances

Historically excess Case V Capital Allowances could be set sideways against other
income prior to rental losses forward being utilized. This meant that the combined
losses forward and capital allowances sheltered a greater amount of taxable income.
With the passing of the Finance Act 2010, all Capital allowances must be fully utilised
against rental income before losses forward can be used.

Limited Partnerships

There are restrictions on non-active partners in respect of the set-off of losses, interest
and capital allowances against non-partnership income. Relief will be available to non-
active partners for set-off against income arising to the partnership only and will be
limited to each partner's capital contribution to the partnership. The restrictions apply
to interest paid, capital allowances in respect of expenditure and losses arising in a trade.
The restriction is €31,750, which is the maximum that may be offset against other
sources of income outside the partnership. There is an exception for certain hotels in
North-Western counties and certain tax incentive areas, see designated areas relief
page 42.
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Standard Rate DIRT Accounts

With effect from | January 2011 there is a 2% increase in the rate of tax applying to
interest on deposits and profits/gains from investments and life assurance policies and
investment funds.

Income tax at 27% (25% in 2010) is deducted at source by banks, building societies, Post
Office Savings Banks, Credit Unions, Agricultural Credit Corporation and Industrial
Credit Corporation from interest paid or credited on deposit accounts in the beneficial
ownership of individuals resident in the State.

The tax deducted satisfies the individual's full liability to income tax but this income
must be disclosed in the individual's return. However, the health levy is payable on
interest income.

30% DIRT Accounts

For interest paid or credited on certain deposit accounts where interest is
credited at maturity e.g. tracker bonds, tax at 30%(28% in 2010) is deducted at
source.

DIRT will not apply to the following individuals:

+ individuals or their spouses aged 65 or over who are not liable to income tax
* incapacitated individuals

* charities

+ companies that do not have a corporation tax liability

Incapacitated Individuals and over 65s
DIRT will not be deducted at source from individuals who are incapacitated or who are
over 65 (self or spouse), where an appropriate declaration is made to the deposit taker.

Investment Undertakings

The income from certain life assurance products and collective funds is not taxed
as it arises and grows tax free within that fund (Gross Roll-Up). The increase in
value of the investment is subject to income tax on encashment at 20% plus a
further exit tax of 10% (previously 8%).

Anti-avoidance measures provide for exit tax to apply, from 7 April 2009 this rate
has been increased to 30% (28% in 2010) if the policy is not encashed within eight
years of its inception. This is to prevent the avoidance of tax by continuously
rolling over a policy. A repayment will be available if the policy is disposed of, this
is to ensure that the total tax paid does not exceed the tax that would have been
payable had the deemed disposal rules not applied (an election not to have the
excess tax repaid may be made where the investment by Irish investors in the
fund <15% of the value of the fund, in effect tax refunds may be claimed from the
Revenue instead of the fund). Similar provisions apply to foreign policies, however
there are relieving provisions where Irish investors account < 10% of the fund’s
overall investment whereby it is not necessary for the fund to calculate the
deemed disposal amount.

Tip:As the income is taxed on exit or after eight years you have the benefit of reinvesting
the gross value of the funds thereby earning income on amounts that would otherwise
be subject to tax.

Credit Unions
These offer two special forms of share accounts, as follows:

Special Share Account
Shares in a special share account are liable to 30% (28% in 2010) DIRT on
dividends.
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Special Term Share Account

A special term share account for a term of either three or five years is available
whereby the first €480 per annum of dividends in the case of the three year fund
and €635 per annum in the case of the 5 year fund is exempt from DIRT and
Income Tax.Any dividends received in excess of these amounts are liable to DIRT
at 30% (28% in 2010). Equivalent tax exemptions will apply in relation to interest
on deposits held in special three and five year term accounts with other deposit
taking financial institutions.

Regular Share Accounts
Tax at the marginal rate will continue to apply to interest on regular share
accounts.

Post SSIA Maturity Schemes

Special savings incentive accounts expired on 30 April 2007, however a post SSIA
scheme incentivises contributions to pension schemes. It is targeted at those earning
under €50,000 a year.The scheme allows monies from SSIA accounts to be transferred
to a pension without triggering exit tax of 30% (28% in 2010), and also provides for an
additional bonus contribution of €1 for every €3 contributed to a pension scheme
subject to a maximum of €2,500. The contribution must have been made within 3
months of the SSIA maturing.

The investment in a pension product can be by way of: -

* An AVC (additional voluntary contribution to an occupational pension scheme),
* A contribution to an standard PRSA or

* A premium in respect of an RAC (a retirement annuity contract).

Tip:The provisions may apply to a stay at home spouse with income of less than €50,000.

Anti avoidance legislation provides for a claw back of tax credits where a person
availing of the credits withdraw any funds from the pension product within one year.
This claw back is by way of a deduction from the payment from the pension
administrator. The claw back is calculated by reference to the withdrawal and is
proportionate to the amount of the total pension subscription.

Non-Residents
Non-resident individuals who complete a declaration of non-residence may receive
interest without deduction of DIRT.

European Savings Directive

Deposit takers are required to capture information relating to foreign residents who
earn deposit interest in Ireland, this information is returned to Foreign Revenue
authorities annually.

Reporting of Deposit Interest

Revenue powers exist to allow Revenue to make regulations obliging Financial
Institutions including credit unions to return details of all interest and other like
payments made to customers. On making appropriate regulations the Financial
Institution are obliged to get details of the person’s tax reference number and provide
this together with the customer’s name and address to Revenue.
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Employment and Investment Incentive Scheme

replaces the Business Expansion Scheme (BES).

A new Employment and Investment Incentive Scheme has been announced to replace
the current Business Expansion Scheme. The scheme significantly broadens the scope
of the scheme an qualifying trade limitations have been removed and the scheme is
available to the majority of small and medium sized trading companies with certain
limited exceptions.

The lifetime limit that a company can raise has been increased from €2m to €10m with
the annual amount being increased from €1.5m to €2.5m.

An individual may invest up to €150,000 per annum in this scheme.The maximum limit
applies separately to both spouses, provided that they both have sufficient income in
their own right. Where full relief cannot be availed of in a tax year, the excess can be
carried forward to subsequent years.

The period for which shares need to be held has been reduced from 5 years to three
years.A claw-back of relief will arise if shares are disposed of within 3 years.

Tax relief for subscriptions for eligible shares has been reduced from 41% to 30%, with
a further 11% relief granted if at the end of the holding period the company has
increased its numbers of employees since the investment was made, or the company
has increased its expenditure on research and development.

The current BES Scheme will continue to remain in place until a Commencement
Order gives effect to the new relief.

The scheme is due to expire on the 3Ist of December 2013.

Seed Capital Relief

This relief was introduced to encourage individuals who cease employment to start up
their own businesses using a company structure. The relief is given by way of a
deduction against total income for the six years preceding the cessation of
employment. The maximum available is €100,000 per annum.

This relief is given by way of a refund of PAYE paid by the individual over the six years
preceeding the year of investment. There is a minimum shareholding requirement of
15% for one year in order to qualify for the relief (previously two years). The Finance
Act 2011 has also extended the trades that qualify for investment in.

The scheme is due to end on 31 December 2013.

The limit on the amount of money a company may raise from seed capital relief is
£2,000,000 subject to a limit of €1,500,000 in any twelve month period.

Tip: The investment may be made in two stages

Film Scheme - Companies and Individuals

This relief is given by way of deduction against total income and is confined to a
maximum of 100% of €50,000 for any tax year.Any unrelieved amount can be carried
forward to the next tax year. For companies, the maximum amount deductible is 80%
of €3,810,000 to enable the production of a single film.

The cap on the maximum amount of funding per film is €50,000,000 (previously
£35,000,000).

The scheme will end on 31 December 2015. (subject to Ministerial order.)

Tip: Film schemes may be structured to favour small investors where a financial institution
provides both the funding for the €50,000 contribution required by the individual and the
balance of the loan amount, this reduces the return on the investment but can make the
investment more affordable.
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Company Pension Schemes (Employees and Directors)

Annual contributions paid by an employee to a Revenue approved company pension
scheme are tax-deductible. The relevant contribution must be made from the
employee's total remuneration for the year from the employment For 201 | onwards
the relief available by reference to the allowable contribution limits laid out below is
subject to a salary cap of €115,000 (€150,000 for 2010).

Up to | January 2011 full relief was given for pension contributions from income tax
at the individuals marginal rate of tax up to 41%, PRSI at 4% and health levies at 2%. In
addition any employee contribution did not attract employers PRSI, therefore a total
saving of 47% could be made by an employee making a pension contribution, together
with a 10.75% saving for the employer. With effect from | January 2011 the relief
available and the amount an individual can contribute has been restricted. The relief
available is now limited to the individuals marginal rate of income tax (max 41%). Relief
from employers PRSI is limited to half of the contribution made by the employee i.e.
an effective relief of 5.375%.

Contributions by an employer are generally not limited, they qualify in full for
corporation tax relief if the company is making the contribution, or are fully deductible
by a sole-trader or partnership.

From the employer’s point of view, they must fund at least 1/6 of the cost of the
pension benefits and cannot fund for tax approved benefits in excess of Revenue limits.
Annual employer contributions are allowable for tax purposes in the accounts year in
which they are paid. Special contributions in excess of set limits may need to be spread
forward over a period of up to five years.

Level of Allowable Contributions
Allowance for contributions for employees of company schemes and Retirement
Annuities is subject to certain limits depending on age:

Age Limit Actual Contribution Limit
Less than 30 years 15% €17,250
Between 30 and 39 20% €23,000
Between 40 and 49 25% €28,750
Between 50 and 54* 30% €34,500
Between 55 and 59 35% €40,250
Over 60 40% €46,000

(*The 30% rate also applies to specific individuals under 50 years old who are involved in
occupations with a relatively short life span e.g. golfers, athletes).

Tip: It may be worthwhile for an individual to make an additional voluntary contribution (AVC)
if his or her individual contributions through the company are below the allowable limits.
Contributions by employees should be encouraged as the deductions from salary reduce
employers PRSI, this has been reduced to half of the amount of the personal pension
contribution made by employees (saving 5.37%). Occupational pension schemes may permit
greater overall pension funding than personal pension plans Contributions paid between |
January 2011 and the tax return filing date may, if an election is made, may be treated as
paid in 2010 but this is subject to the €115,000 limit. Income tax relief for pension
contributions is set to fall to 34% in 2012, 27% in 2013 and 20% by 2014 so contributions
ought to be maximized for 201 |.There is no restriction on employer tax relief so employer
contributions should be maximized.

Refund of Contributions

Any refund of pension contributions during the lifetime of an employee including
interest on those contributions, which have been made to an approved scheme will be
subject to tax at 20%.

Retirement Annuities
An individual who has relevant earnings from a trade, profession or non-pensionable
office or employment is entitled to a deduction in respect of any premiums paid under
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a retirement annuity contract. The tax-deductible amount is limited to a percentage of
Net Relevant Earnings (NRE). NRE includes income from trade, professions and non-
pensionable employment less certain deductions e.g. qualifying interest on loans.
Individuals can claim tax relief on contributions on their NRE subject to an earnings
cap of €115,000.The cap does not apply to employer’s contributions. The earnings of
husband and wife are treated separately for the purpose of determining net relative
earnings. The relief is available for each spouse with non-pensionable earnings. Personal
contributions may be made through payroll and relief from PRSI and Levies may also be
available. The limit applies to the amount of relief available and not to the amount that
may be contributed tofinvested in a pension fund.

Directors Contributions

More generous benefits can be availed of where a business is carried on through a
company and the company pays the pension contributions. If the director controls
more than 5% of the voting rights of the company, the director can avail of the wider
benefits on retirement, which are not available to self-employed contributors. A
company can provide for the director’s pension via a Self-Administered Pension
Scheme with the director being a Trustee of the scheme and can influence its’
investment policy.

Entitlements on Retirement
Annual pension: 2/3rds the final remuneration, provided a minimum of 10 years
service at retirement.

Tax free Lump Sum: |/ times final remuneration where twenty years service has
been completed at normal retirement age. This interacts with the pension to reduce
the maximum amount of pension available. The tax free lump sum is subject to a cap of
€200,000 (previously set at €1,354,521) The €200,000 is an overall lifetime limit. In
addition , any tax-free lump sums taken on or after 7 December 2005 will be
aggregated in determining the tax treatment of lump sums paid on or after | January
201 1.Any excess pension lump sum over €200,000 will be taxed as follows:

Next €375000  20%

Balance @ 48% (41% income tax + 7% USC)

Approved Retirement Funds/Approved Minimum Retirement Funds

An ARF basically offers an alternative to buying an annuity on retirement, it can give
more flexibility in how pension fund monies are invested, and it can form part of the
individuals estate on death. Income and gains can be rolled up within the fund. However
each year an ARF is deemed to distribute 5% of the ARF asset values at 3| December
(prior to 31 December 2010 this deemed distribution amount was 3%). Prior to |
January 2011, only personal pension plans,AVC contributions,and occupational pension
schemes set up by a company for Directors who owned more than 5% of a Company
could be transferred to an ARF. With effect from 6 February 2011 it is possible for
members of defined contribution schemes to avail of this option.The features of an ARF
are as follows:

* A maximum of 25% of the fund (subject to a limit of €200,000 taking into account
the provisions of any pension adjustment orders) may be taken tax free,
alternatively;

* An individual may decide to put his accumulated pension fund into an Approved
Retirement Fund' (ARF) or purchase a life annuity.

¢ At least €120,000 (previously €63,500) must be put into an 'Approved Minimum
Retirement Fund' (AMRF) and must remain there until the individual reaches 75
years unless the individual has a guaranteed annual income of €18,000 ( previously
€12,700 per year). Both of these amounts are variable as they are dependent on the
rate of State Contributory pension payable at the time the ARF is exercised.

* For individuals who retired before 6 February 2011 they have the option of
exercising the ARF option within one month of the 6 February 2011 if they do this
the previous €12,700 and €63,500 limit applies for a three year period, after which
time they must fund to the higher limits.

* The individual may decide to take the balance of the fund as a taxable lump sum
(excluding the aforementioned €120,000) or invest it in an 'Approved Retirement
Fund' (ARF).
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* An individual may choose to continue making contributions or to let the fund
accumulate until he reaches 75 years. He cannot, however, take a lump sum and let
the pension fund remain.

* Income and gains arising on an AMF/AMRF are exempt from tax so long as they are
held within the fund, subject to the 5% deemed distribution rule outlined above.Any
payments out will be taxable under PAYE as if it were a normal pension payments.

+ Funds may be transferred from one insurer to another.

+  Benefits may be accessed from age 60 but must be accessed before age 75 (it is not
necessary to retire to access benefits).

* An ARF can form part of an individuals estate, in which case;

Payments to a child over the age of 2| at the date of death are charged to
Income Tax at the standard rate. Full distribution is exempt from Inheritance Tax
if taken under Will or Intestacy.

Payments to a child under the age of 2| at the date of death are exempt from
Income Tax and Capital Gains Tax, but liable to Capital Acquisitions Tax.
Transfer to a spouse’s ARF on death is exempt.

Income Tax Charge on Pension Funds

Standard Fund Threshold (SFT)

The maximum allowable pension fund on retirement for tax purposes has been set at
€2.3million with effect from 7 December 2010 (previously €5,418,085) or,an amount
between €2.3m and €5.4m may apply if the sum of the capital value of pension benefits
which the individual has become entitled to since 7 December 2005, and the capital
value of the uncrystallised pension rights of an individual on 7 December 2010 (i.e. the
total pension fund that the individual had built up to that point) was greater than
€2.3m) For the higher fund figure to apply, written notification must have been made
to the Revenue by 6 June 201 1.The relevant maximum will apply to the aggregate value
of all pension provisions held by an individual.

In certain cases individuals had accumulated pension funds at 7 December 2005 (when
the measure was originally introduced) greater than the STF, these individuals could
apply to Revenue for confirmation of a higher amount known as the pension fund
threshold. This amount remains in place.

Where a fund exceeds the relevant limit, the excess will be liable to a once-off income
tax charge of 41% when the individual becomes entitled to draw down (irrespective of
whether or not the fund is drawn down at that point in time); this is referred to as a
benefit crystallisation event. In addition, where an individual with a personal retirement
savings account decides when taking pension benefits to leave funds in a PRSA rather
than opting to transfer them to an Approved Retirement Fund this will also trigger a
“Benefit Crystallisation Event”.

When the net after tax excess amount is drawn down from the pension scheme it is
taxed further in the hands of the pension scheme member which can increase the
effective tax rate to 62% of the gross value of the fund i.e. 41% tax on the benefit
crystallization event plus 41% on the net distributable to the individual plus a 7%
universal social charge.

For defined benefit scheme the tax operates in practice by applying a factor of 20 times
the annual pension entitlement plus the lump sum, a defined contribution scheme may
rely on an actuarial valuation; for example:

Example |

On retirement an individual is entitled to a lump sum of €200k plus an annual
pension of €100k. This fund is valued at €2.2m (€100k x 20 + €100k). Tax on
benefit crystallisation event is nil as the fund is valued at < €2.3m.

Example 2

On retirement an individual is entitled to a lump sum of €750k plus an annual
pension of €300k. This fund is valued at €6.75m (€300k x 20 + €750k). Tax on
benefit crystallisation event €4.45m x 41% = €1.825m (as the fund value exceeds
€2.3m by €4.45m).
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The net after tax value of the fund i.e. €4.925m will be subject to tax at the individuals
marginal rate plus a USC of 7% i.e. €2.36m.Total €4.185m on a fund of €6.75m giving
an effective rate of 62%.

As the annual pension amount will also be subject to income tax so in effect a double
charge to tax arises.

Tip: It does not make sense to continue funding a pension where the fund will have an
excess that is subject to a 41% tax charge. Where the value of a pension fund is likely to
exceed the SFT, consideration ought to be given to alternative investments

Approved Retirement Funds (ARFs)

In order to discourage ARFs being treated as a savings vehicle,an annual 5% (previously
3%) imputed distribution (with a deduction for actual distributions) will apply to the
value of assets in an ARF at 31 December each year and will be taxable at the
individual's marginal income tax rate. The charge applies to ARFs created on or after 6
April 2000. This provision does not apply to AMRF’s or ARF’s held by individuals under
60.

Relief on Retirement for Sports Persons

An additional relief applies for certain sports persons on retirement. It operates as a
deduction of 40% against gross receipts from actual participation in the sport,
(excluding income from sponsorship & advertising) for any 10 tax years of assessment
for which he was tax resident in, and paid tax in Ireland In respect of that sporting
activity since 6 April 1990. Relief is by way of repayment only and cannot be used to
create or augment a loss. Repayments will not carry interest. It only applies to “sports”
earnings and will be clawed back if the sports activity recommences.

PRSA

Employers are required to provide employees with access to a Personal Retirement
Savings Account where they do not provide an occupational pension scheme. This
involves an employer providing the facility to have pension contributions deducted
from an employees’ salary and transferred to the PRSA provider. Employees may elect
to pay PRSA contributions in lieu of AVCs. The retirement benefits are the same as
those for RACs with the same overall contributions applying (these include
contributions by the employer where applicable).

Tip: There is no requirement for an employer to contribute to the PRSA; however any
contribution will be deductible from income tax/corporation tax. Employers’ contributions will
not be subject to employers or employees PRSI.

Tip: It is not necessary for an individual to retire in order to access benefits from RACs and
PRSAs. Benefits are generally accessed from age 60 and must be accessed before age 75.
Employees with PRSAs may retire as early as 50

Self Administered Pension Funds

A company may provide for a director’s pension via a self-administered pension scheme
with the director as trustee of the scheme. The director can influence the investment
policy, for example the scheme could make an investment solely in property.

Tip: Self-administered pensions are a means by which a pension investment may be managed
personally as opposed to through an insurance company and can offer greater flexibility in the
type of asset that are invested in e.g. property.

Lump Sum Payments

Retirement - Termination Lump Sum Payments

Individuals leaving employment may receive tax free payments. There are three
methods of calculating the tax-free amounts:

1) €10,160 plus €765 for each complete year of service with the employer.

2) The amount calculated at 1) above may be increased by an additional
€10,000, provided no claim for relief for increased exemption has been made
in the previous 10 years. or

3) Average salary for previous three years multiplied by the number of year's
services and divided by fifteen. This is known as Standard Capital
Superannuation Benefit (5.C.S.B)
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The tax-free amounts under (2) and (3) above are reduced by tax-free amounts
received/receivable from the employer’s pension fund.
From | January 2011 onwards, the exemption available in respect of termination
payments is restricted to a lifetime limit of €200,000.

There are some exemptions from this limit as follows:

+ Retraining payments of up to 5,000 (see below)

+  Payments made on account of death

*Injury or disability of an employee
There are other exempt payments which can be made on ceasing employment,
including statutory redundancy payments payable in accordance with the Redundancy
Payments Acts 1967-2003, injury or disability payments for persons who may have to
terminate employment early due to their medical condition, and also lump sums paid
under approved pension schemes. Certain lump sum payments paid to employees in
respect of pay restructuring schemes are also tax exempt (see below).

Employers are entitled to a 60% rebate of statutory redundancy payments.

Top Slicing Relief

In addition to the above, Top Slicing Relief may apply. This seeks to tax the lump sum
at the average rate of tax over the preceding 3 years if it is more beneficial than the
rate applying in year of termination.

Where the PAYE deducted on the termination payment exceeds this amount, a refund
should be claimed from the tax office after the end of the year in which the
employment terminates.

Lump-Sum Payment to Employees on Company Restructuring

An exemption in respect of a lump-sum payment not exceeding €7,620 plus €255 for
each full year of service applies to employees who undergo a pay restructuring where
the emoluments of the employees are reduced by at least 10%. For pay reductions
higher than 15% the maximum amount is increased.

The relief applies where:

* the restructuring scheme is necessary to ensure the current or future viability
of the company and

+ at least 50% of the total numbers of employees are involved in the restructuring
scheme or more than 75% of a class of employees provided the number of
participating employees in that class comprises 25% of the total number of
employees in the company.

Retraining Exemption

An exemption is available where retraining (in the form of a course as opposed to cash)
is provided to employees as part of a redundancy package. An exemption of up to
£5,000 for each eligible employee is available where an employee has more than two
years continuous service. The course must be designed to improve skills in obtaining
employment or setting up a business, and it must be completed within six months of
the employee being made redundant. The exemption does not apply to the spouse or
dependents of the employer.

Reporting Requirements
There is a requirement to report to the Revenue Commissioners any payment made
on death, or on account of injury or disability.
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Tip: Rewarding employees with equity in the company will give staff a focus on increasing the
value of the company. While the Approved Share Option Scheme has been abolished, the
Approved Profit Sharing Scheme and the Save As You Earn plans have been retained. These
allow significant tax savings compared to unapproved plans, as employees pay tax on their
gain at 25% on disposal rather than income tax at 41% .

The Finance Act 201 | fundamentally changed the basis of taxation of all Share Schemes.
The following share schemes have been brought within the charge to PRSI and the
Universal Social Charge, as well as subjecting the Shares to Employers PRSI.

+ Share Awards

+ Unapproved Share Options

+ Revenue Approved Profit Sharing Schemes

+ Approved Save as you Earn Schemes

+ Approved Share Option Plans

+ With effect from | January 2011 employers will be obliged to operate PAYE, PRSI

and the USC in respect of share awards received by employees.

Approved Share Option Schemes
Approved Share Option Schemes have been abolished since 24 November 2010, which
means that no approved options can be granted after that date.

Share options granted prior to 24 November 2010 but exercised on or after | January
2011 will be subject to Income tax, PRSI and the USC, and employers will be liable to
a charge to employer PRSI at 10.75% on option gains at the time of exercise.

Prior to this Revenue Approved Share Option Schemes afforded favorable tax
treatment for certain share option schemes. Approved schemes had the effect of
eliminating income tax at either grant or exercise of an option and provides instead for
capital gains tax on disposal. The gain will be the excess of the net sales proceeds over
the price paid for the shares.The favorable tax treatment was not available where the
option shares are sold within three years from the date of grant.

Unapproved Share Option Schemes

Where an employee is granted unapproved share options by reason of an employment,
a charge to income tax and USC will arise on the actual exercise of the option,
irrespective of whether the employee retains or sells the shares.The charge to income
tax will be the excess of the market value of the share on exercise over the option
price and this share option gain will be taxable at the employee’s marginal rate of tax.

The charge to income tax also app