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APPENDICES

A.1 Freedom of Information requests

The following requests for access to records under the Freedom of Information Act,
1997 as amended by the Freedom of Information act 2003 were made to the Revenue

Commissioners and to the Department of Finance:

A.1(a) Request 1 — Revenue Commissioners (CRMS 1688/2012)

All briefing material prepared for the chairperson of the Revenue, Josephine Feehily,
for her appearance before the Dail Public accounts Committee on 22 and/or 23

September 2011.

A.1(b) Request 2 — Revenue Commissioners (CRMS 5770/2013) and Department
of Finance (FOI/005/2014)

Documents requested relating to the following legislative provisions:

Section 69 of the Finance Act 2003,

Section 75(1) of the Finance Act 2006,

Sections 29A, 1028(6A) and 1030(4A) of the Taxes Consolidation Act 1997
s Background to the provisions

All documents, including:

Reports, memoranda, notes or minutes of meetings or discussions in

relation to the provisions,

Reports, memoranda and/or correspondence received from or provided

to, or notes or minutes of meetings or discussions with other

A.1(i)
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government departments or officials thereof in relation to the

provisions,

Briefing notes or other explanatory documents provided to
Government ministers or other TDs or Senators in relation to the
provisions prior to or during the passage through the Houses of

Oireachtas of the relevant Finance Bills,
Submissions from, correspondence with or notes or minutes of
meetings or discussions with representative bodies or other non-

governmental groups or individuals in relation to the provisions,

External reports commissioned, and/or any advice or reports received

in relation to the provisions,
which relate to the perceived need for these provisions, the purpose or aim of
these provisions and the reasons for the particular approach taken and any other
possible approaches considered.
Operation of the provisions
Any documents which contain the following information:
The number of cases, if any, where each of the provisions has applied,
The amount of tax collected pursuant to each of the provisions,
The number of audits or investigations into the possible application of

the provisions,

for each year from 1 January 2003 to date.
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A.1(c) Request 3 - Revenue Commissioners (CRMS 5771/2013) and Department

of Finance (FOI/003/2014)

Documents requested relating to the following:

1.

Background to the “tax exile” issue

All documents, including the following:

Reports, memoranda, notes or minutes of meetings or discussions in

relation to “tax exiles”,

Reports, memoranda and/or correspondence received from or provided
to, or notes or minutes of meetings or discussions with other

government departments or officials thereof in relation to “tax exiles”,

Briefing notes or other explanatory documents provided to
Government ministers or other TDs or Senators in relation to
Parliamentary Questions or proposed amendments to Finance Bills in
the period from 1 January 2000 to date, in relation to the number of, or
the taxation of, non-residents or of “tax exiles”, or in relation to the
taxation of individuals on the basis of their Irish citizenship or

possession of an Irish passport,
Submissions from, correspondence with or notes or minutes of
meetings or discussions with representative bodies or other non-

governmental groups or individuals in relation to the “tax exiles™ issue,

External reports commissioned, and/or any advice or reports received,

in relation to the tax exile issue,

Number of “tax exiles”

AL1(iii)
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Any documents which contain the following information:

The number of non-Irish residents filing tax returns (Group 1),

The number of such non-residents who are Irish domiciled (Group 2),
The number of such non-residents who were previously resident or
ordinarily resident in Ireland (Group 3)

The number of such non-residents whose affairs are dealt with by
Revenue Large Cases Division (Group 4), and the number of those
individuals who are Irish domiciled and/or were previously resident or
ordinarily resident in Ireland (Group 5),

The amount of income tax and capital gains tax paid by the each of the
Groups | to 5 described above,

The number of audits or investigations into individuals in Groups I to
5 described above, and the amount, if any, of additional taxation
recovered,

The number of investigations into the residence or domicile status of
individuals in Groups 1 to 5 described above, and the results of any
such investigations,

The number of appeals by individuals regarding their residence,

ordinary residence or domicile in Ireland for tax purposes,

for each year from 1 January 2000 to date.

A.1(d) Request 4 - Revenue Commissioners (CRMS 5773/2013) and Department
of Finance (FOI1/002/2014)

Documents requested relating to the following legislative provisions:

Section 150 of the Finance Act 2010
Section 136 of the Finance Act 2012
Sections 531 AA to 531AK of the Taxes Consolidation Act 1997

A.1(iv)
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Background to the provisions

All documents, including:

Reports, memoranda, notes or minutes of meetings or discussions in

relation to the provisions,

Reports, memoranda and/or correspondence received from or provided
to, or notes or minutes of meetings or discussions with other
government departments or officials thereof in relation to the

provisions,

Briefing notes or other explanatory documents provided to
Government ministers or other TDs or Senators in relation to the
provisions prior to or during the passage through the Houses of
Oireachtas of the relevant Finance Bills,

Submissions from, correspondence with or notes or minutes of
meetings or discussions with representative bodies or other non-

governmental groups or individuals in relation to the provisions,

External reports commissioned, and/or any advice or reports received

in relation to the provisions,
which relate to the perceived need for these provisions, the purpose or aim of
these provisions and the reasons for the particular approach taken and any other
possible approaches considered.
Operation of the provisions

Any documents which contain the following information:

The number of cases, if any, where the domicile levy has applied,
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The number of such cases, if any, where the individual(s) subject to the
levy has been resident in Ireland in the relevant year

The amount of tax collected pursuant to the provisions,

The number of audits or investigations into the possible application of

the provisions,

for each year from 1 January 2010 to date.

A.1(e) Request 5 — Revenue Commissioners (CRMS 2011/14)
A Revenue document from 1999, possibly previously released pursuant to a previous
Freedom of Information request made in 2004 or 2005 by Matt Cooper, or by another

journalist working for RTE’s Prime Time television programme.

The references | have found to this document are:

Paul O'Brien, ‘ldentifying tax exile numbers “impossible™ Irish Examiner
(Cork, 3 October 2005)
Earlier this year, RTE's Prime Time programme revealed how the
Revenue Commissioners suspected in the late 1990s that some of the

wealthiest Irish people could have been abusing the residency rules.

An internal Revenue document warned of “the risk that some of the
richest 100 may be officially non-resident for tax purposes and yet in
reality live here”. Despite this, it was only late last year that Revenue
began audits of such individuals - and it has no idea how much tax has
been lost to the Exchequer because of people claiming non-resident

status.

Matt Coooper, Who Really Runs Ireland?: The Story of the Elite Who Led
Ireland from Bust to Boom ... and Back Again (Penguin Ireland 2010) 115
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A 1999 Revenue Commissioners document casts serious doubts on the
workability of the residency rules. The document warned of ‘the risk
that some of the richest 100 may be officially non-resident for tax

purposes and yet in reality live here’.

A.1(f) Request 6 — Revenue Commissioners (CRMS 2019/14)
A report requested by the Minister for Finance from the then chairman of the Revenue
Commissioners Frank Daly in relation to the application of the tax residency rules to

individuals dealt with by the HWI business unit of the Large Cases Division.

The references | have found to the document are:

During Leader’s Questions on 25 May 2005, the Taoiseach Bertie Ahern said that an:

appraisal is being undertaken by the Revenue Commissioners on residency.

That report will also be given to the Minister for Finance this year.

Dail Deb 25 May 2005, vol 603, col 8-9
http://debates.oireachtas.ie/dail/2005/05/25/00003.asp#N65

On 20 October 2005 Revenue Commissioners chairman Frank Daly told the Public

Accounts Committee that the HWI unit was:

undertaking a number of audits of individuals who have claimed non-
residence. We are using this process to test our ability to verify claims of non-
residence and qualification for such status. Members may be aware that | have
been asked by the Minister to report to him on our ability to monitor claims to
non-residence. 1 expect to do so before the end of the year when the audit

programme has been evaluated.

Committee of Public Accounts Deb 20 October 2005
http://debates.oireachtas.ie/ACC/2005/10/20/00003.asp
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In February 2008 Minister for Finance Brian Cowan said during the Committee Stage
debate of the Finance Bill, that such a report had been prepared by the chairman of the

Revenue Commissioners and provided to him:

Non-residency provisions in our tax code were determined in 1994 and I do
not see any reason to change them as they are in line with international practice.
I asked the chairman of the Revenue Commissioners to look at this issue again

and he did so and reported his findings.

Select Committee on Finance and the Public Service Deb 19 February

2008
http://debates.oireachtas.ie/FI1S/2008/02/19/00003.asp

A.1(g) Request 7 — Revenue Commissioners (CRMS 2022/14)

The following figures, or, if such data are not available, if you could confirm that

Revenue does not have this information:

In relation to the ‘High Wealth” or ‘High Worth’ business unit (‘"HWI unit’) of

Revenue’s Large Cases Division:

1) The number of individuals whose tax affairs have been dealt with by the
HWTI unit, broken down by year for each year from 2003,

2) The criteria for an individual’s tax affairs being dealt with by the HWI unit
— whether based on net worth, annual income, Irish tax liability, ownership
of Irish assets or otherwise — and any changes that have been made to these
criteria since 2003,

3) The total amount of Irish income tax and capital gains tax (CGT) paid by
individuals whose affairs are dealt with by the HW1 unit for the three most

recent years that such figures are available,
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In relation to non-resident individuals whose tax affairs are dealt with by the HWI

unit:

4)

5)

6)

7

8)

9)

The number of individuals whose affairs are dealt with by the HWI unit
who are not resident in Ireland, broken down by year for each year from
2003,

The amount of Irish income tax and CGT paid by such individuals whose
affairs are dealt with by the HWI unit and who are not resident in Ireland,
for the three most recent years that such figures are available,

The number of such individuals whose affairs are dealt with by the HWI
unit and who are not resident in Ireland, but who were previously resident
in Ireland for tax purposes, broken down by year for each year from 2003,
The number of such individuals whose affairs are dealt with by the HWI
unit and who are not resident in Ireland but who are Irish domiciled, broken
down by year for each year from 2003,

The number of such individuals whose affairs are dealt with by the HWI
unit and who are not resident in Ireland who filed a domicile levy return,
broken down by year for each year from 2010,

The number of such individuals whose affairs are dealt with by the HWI
unit and who are not resident in Ireland who had paid the domicile levy,

broken down by year for each year from 2010

A.2 Records appended

A.2(a) Request 1 —Revenue Commissioners (CRMS 1688/2012)

Letter from Gerry Brennan, Freedom of Information Unit, Revenue to the

author dated 16 April 2012. Briefing material prepared for the chairwoman of

the Revenue, Josephine Feehily, for her appearance before the Dail Public

accounts Committee on 22 and 23 September 2011 attached.
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A.2(b)

A.2(c)

A.2(d)

Request 2 - Revenue Commissioners (CRMS 5770/2013) and Department
of Finance (FOI/003/2014)

Letter from Michael Buckiey, Assistant Principal, Capital Taxes Branch,
Revenue to the author dated 5 December 2013. Letters, emails, notes and
submissions relating to Section 69 of the Finance Act 2003, and Section 75(1)

of the Finance Act 2006 attached.

Letter from Donal Murtagh, Deciding Officer, Department of Finance to the
author dated 14 February 2014. Letters, emails, notes and submissions relating
to Section 69 of the Finance Act 2003, and Section 75(1) of the Finance Act
2006 attached. [Note: these are duplicates of the documents released by

Revenue and already appended, and so are not included in appendix A.2(b)].

Request 3 — Revenue Commissioners (CRMS 5771/2013) and Department
of Finance (FOI/003/2014)

Letter from Martina Mulligan, Decision Maker, Large Cases Division to the
author dated 4 December 2013.

Letter from Michael Buckley, Assistant Principal, Capital Taxes Branch,
Revenue to the author dated 5 December 2013.

Letter from Donal Murtagh, Deciding Officer, Department of Finance to the
author dated 3 March 2014. Emails with attachments, notes, submissions, and

briefings relating to the taxation of tax exiles attached

Request 4 — Revenue Commissioners (CRMS 5773/2013) and Department
of Finance (FOI/002/2014)

Letter from Martina Mulligan, Decision Maker, Large Cases Division,
Revenue to the author dated 4 December 2013.

Letter from Michael Buckley, Assistant Principal, Capital Taxes Branch,
Revenue to the author dated 5 December 2013. Emails with attachments,

summaries and speaking notes relating to the domicile levy attached. [Note:
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A.2(e)

the documents marked 10° and “11° by Revenue are not appended as they are
identical to those marked ‘8’ and 9’ respectively].

Letter from Donal Murtagh, Deciding Officer, Department of Finance to the
author dated 14 February 2014. Emails with attachments, and notes relating to
the domicile levy attached. [Note: the documents marked ‘2” to *5°, “11°, “12°,
‘14> and “15° by the Department of Finance are not appended as they are
identical, or substantially so, to those already released by Revenue and
appended above. The document marked ‘23° and parts of the documents
marked ‘24" and ‘25 are not appended as they contain copies of emails already

appended].

Requests 5, 6 and 7 — Revenue Commissioners (CRMS 2011/14, CRMS
2019/14 and CRMS 2022/14)

Letter from Lorayne Ellison, Decision Maker, Large Cases Division to the
author dated 14 May 2014.
Letter from Frank M Daly, chairman of the Revenue Commissioners to Brian

Cowan, Minister for Finance, dated 15 February 2005.
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A.2(a) Request 1 —Revenue Commissioners (CRMS 1688/2012)

Revenue 32

Cain agus Custaim na hEireann
WWw.revenue.ie

0ifig na gCoimisingiri loncaim Office of the Revenue Commissioners
Mr. Charles Garavan An Rannan Seirbhisi Corparaideacha Corporate Services Division
Iniichadh Inmhednach & An Bhrainss Internal Audit & Information

Bainistiochta Faisnéise Management Branch

Brainse Bainisticchta Faisnéise Information Management Branch
Urtar Talin, Cros Bloc Ground Floor, Cross Block

an Bhalle Atha Cliath Dublin Castle

Balle Atha Cliath 2, Eire Dubiin 2, Ireland

16 April 2012

Re: Freedom of Information request
Our Ref: CRMS 1688/2012

Dear Mr. Garavan,

I refer to your recent Freedom of Information request concerning access to certain
records prepared for the Chairman of Revenue in connection with her appearance
before the Déil Public Accounts Committee. In our telephone conversations of 5 April
[ advised that a similar request had previously been dealt with and that the records
released in that case would be available for release to you without the need to go
through the formal Freedom of Information process. We also discussed the areas of
immediate interest to you and I agreed to retrieve the records from storage with a
view to identitying what if any, records contained in the released papers might fit
those criteria.

As discussed in our telephone conversation of today I have had an opportunity to
examine the records and have identified Record number 1 from the Chairman’s
Supplementary briefing papers as being within the parameters of your area of interest.
A copy of the record as issued in the earlier request is enclosed together with copies
of the schedules of records that issued in the previous request for your information.

As a consequence of not requiring a formal freedom of Information decision to be
made in respect of your request | have pleasure in returning your cheque in the
amount of €15.00.

Yours sincerely,”

NLEnh
¢ Gerry Brennan

Freedom of Information Unit
(&

Tel: (01) 7020850 E-mail: foiturevenue.ie Fax; (01) 7024203

A.2(a)(i)



A.2(a) Request 1 —Revenue Commissioners (CRMS 1688/2012)

High Earners Restriction

A report on the operation of the restriction, as prepared by Revenue, was published on
the tax policy website of the Department of Finance on 28 July 2011. The report is

available at the link http://taxpolicy.gov.ie/restriction-of-reliefs/
A comparison of the figures for 2009 with the figures for 2008 and 2007 is as follows:

Number of Individuals Extra Tax Effective Effective Rates
Rates
€m - before - after
restriction restriction

Year Over | Upto | Total | Over Up to | Total Over | Up to Over Up to

500K | 500K 500K 500K 500K | 500K 500K 500K
2009 183 269 452 32.21 6.65 38.86 8.06 5.82 20.05 12.32
2008 189 234 423 | 33.12 6.56 3968 | 7.89 7.50 19.86 13.82
13.63

2007 214 225 439 | 34.15 5.84 39.99 8.79—} 7.24 20.08

2009 Outturn

Objective to ensure 20% effective rate for individuals with adjusted income of > €500,000
i.e. where restriction applied in full — was achieved.

Graduated application of the restriction, with the effective income tax rate rising towards
20%, applied between adjusted income levels of €250,000 (income threshold) and

€500,000.
The restriction generated an additional €38.86m in 2009 (€39.68m in 2008; €39.99m in

2007).
The number of individuals who were subject to the restriction increased to 452 in 2009

(423 in 2008; 439 in 2007).

Finance Act 2010 Changes — apply for tax year 2010 and later years

Threshold at which the restriction applied in full 4 from €500,000 to €400,000.

Effective rate T from 20% to 30%.
Graduated application of the restriction, with the effective income tax rate rising towards

30%, applies between adjusted income levels of €125,000 and €400,000.

Implications of Finance Act Changes for 2010 and later years

Originally estimated that changes would bring an additional 500 individuals within the

restriction for 2010 and an additional yield of €55m.
However, due to changes in economic circumstances these estimates may not be

achieved.
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{ Report on the Restriction of Reliefs Measure for the 2009 Tax Year

Q & A Briefing

2009 REPORT

Q.1
A.

How much did the restriction yicld in respect of the 2009 tax year?

The restriction yielded an additional €39 million approximately in respect of
the 2009 tax year. It represents a slight drop, of €0.82 million, on the
additional yield for 2008.

Objective of Measure

The overall objective was to ensure that, from 2007', individuals with an
adjusted income’ of €500,000 or more (i.e. where the full restriction applied)
would pay an effective rate of approximately 20 per cent on a combination of
adjusted income and ring-fenced income. That objective was achieved in

2007, 2008 and 2009.

Where adjusted income is less than €500,000, a tapering approach ensures that
there is a graduated introduction of the restriction, with the effective rate of
tax increasing towards 20 per cent as adjusted income increases towards

€500,000.

What tax reliefs are covered by the restriction?
Broadly speaking, the reliefs that are restricted include:

the various sectoral and arca-based property tax incentives e.g.
accelerated capital allowances for nursing homes/private hospitals,
industrial/commercial buildings in Urban, Rural and Town Renewal
areas and “section 23” type relief in relation to rented residential
accommodation located in such areas,

certain exemptions e.g. relating to artists’ income, patent royalties etc.,
certain investment incentive reliefs such as BES relief and film relief,
relief for interest paid on loans used to acquire an interest in a

company or in a partnership.

! The 2010 Finance Act introduced further restrictions in this area which come into effect in the tax

year 2010 - see questions 8 to 11.

Adjusted income is the taxable income of an individual before the restriction is applied, to which is added the
amount of income sheltered in the year through the use of specified reliefs. It excludes “ring-fenced income” (e.g.
DIRT) which is normally liable to tax at specific rates regardless of the amounts involved or the marginal rate of

tax at which the individual is liable.

2 |
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The normal deductible items available to the broad range of taxpayers such as
medical expenses, trade union subscriptions, the personal tax credits and
exemptions such as that for child benefit are not restricted. Similarly, normal
business expenses and deductions for capital allowances on plant and
machinery, as well as genuine business related trading losses are not restricted.

Is it acceptable that some taxpayers pay little or no tax?

The restriction of reliefs measure was introduced to limit the extent to which
taxpayers could reduce their tax liability through the use of certain tax
reliefs and exemptions. For the years 2007 to 2009, the effective tax rate for
those subject to the full restriction was approximately 20%.

Tax incentives arc a valid and useful policy instrument, which can be
effective in influencing economic behaviour. However, they have to be
used judiciously and with an eye to their cost effectiveness and impact on
the overall fairness of the tax system. The restriction of reliefs measure
sought to enhance fairness within the tax system and is working as intended.

Is Deposit Interest Retention Tax included in calculating effective tax
rates of taxpayers who are subject to the restriction?

As DIRT is income tax collected at source, the deposit interest involved and
the retention tax deducted are included for the purposes of calculating the
effective tax rates of thosc subject to the restriction of reliefs. To exclude
DIRT could give rise to a situation where an individual with mainly deposit
interest income would be recorded as having a nil or negligible effective rate
of tax whereas in fact, due to DIRT, he or she may have had an effective rate
of tax of 23% or 25% in 2009. The current rate of DIRT is 27%.

It would appear from the latest report from the Revenue Commissioners
that the average effective tax rate of those with adjusted incomes of below
€250,000 is higher than the average effective tax rates of those with
adjusted incomes of between €250,000 and €425,000. How could this

occur?

Those taxpayers included in the 2009 report with adjusted incomes of less than
€250,000 generally have ring-fenced income, which is income from certain
savings or investments that is subject to DIRT or other specific taxation
measures. In 2009, the standard rate of DIRT was either 23% or 25%
(depending on when the interest was paid). The higher the proportion of ring-
fenced income within the total income of a taxpayer, the higher the effective

tax rate for that taxpayer.

\. 2~
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What is the difference between this report and the “T'op 400’ report that
the Revenue Commissioners used to produce?

The ‘“Top 400’ reports that were issued a number of years ago, were a simple
statistical analysis that looked at the incomes of the 400 individuals with the
highest earnings in a particular tax year and analysed the effective rates of
tax of those individuals, including taking account of any tax reliefs and
incentives claimed by the individuals concerned.

This new report is a targeted analysis of the effective tax rates of those
individuals that have claimed significant amounts of specified tax relicfs and
incentives, and consequently are subject to the restriction of reliefs measure.

In general, high income individuals that are not subject to the restriction of
reliefs measure are paying tax at the marginal rate. In this regard, the vast
majority of those with high incomes pay tax at, or close to, the top rate. It is
estimated that in 2010 the top 2% of income earners, i.e. those with incomes
above €150,000 per annum, paid approximately a third of all income tax

collected in the State.

2010 Changes to the Restriction of Reliefs Measure

Q.8

What changes were made to the Restriction of Reliefs Measure for the
2010 tax year and subsequent years?

The effective rate of income tax payable by those subject to the full restriction
was increased from 20% to 30% from the 2010 tax year. The full restriction
now applies at adjusted income levels of €400,000 and above and the
entrylevel threshold to the restriction applies at adjusted income of €125,000.
These thresholds were reduced from €500,000 and €250,000 respectively.
This will lead to an increase the number of taxpayers atfected by the
restriction.

In order to achieve the higher effective income tax rate of 30% at adjusted
income levels of €400,000 or above, a new relief threshold was introduced at
€80,000. Therefore, where individuals claim more than this amount in
specified reliefs and have adjusted income of €125,000 or greater, they are

now subject to the restriction. Previously, individuals did not become subject
to the restriction until they had claimed €250,000 or more in specified reliefs.

What is the estimated additional yield arising from the 2010 changes?

It is estimated that the changes introduced with effect from 2010 will yield an
additional €55 million per annum approximately.

V3
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B

Q. 10 How many more income earners will be affected by the 2010 changes?

A. It is estimated that the changes will make an additional 500 taxpayers,
approximately, subject to the restriction.

Q.11 How do the 2010 Changes Compare with the Commission on Taxation’s
Proposal?

A. The proposal of the Commission on Taxation was to have the full restriction,
at an effective rate of 20%, apply at adjusted income levels of €250,000 with a
graduated introduction of the restriction at adjusted income levels between
€200,000 and €250,000. To amend the measure in this manner would have
only increased the yield from the restriction by approximately €6 million,
compared to the estimated annual additional yield of €55 million from the
2010 changes. It would also have the additional drawback of introducing
significant step effects for those individuals with adjusted incomes between
€200,000 and €250,000 i.e. the effective tax rate would start to increase
: significantly as soon as the adjusted income level exceeded €200,000.
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\ Tax Exiles

Residence and tax treatment
The taxation of individuals in the State is in line with that prevailing in most other OECD

jurisdictions, that is to say -

(a) Individuals who are resident in the State for tax purposes (based on the number of
days presence in the State) are taxable here on their worldwide inéome; and

(b) Individuals who are not resident here for tax purposes pay tax here only on income
arising in the State and on income derived from working here.

Returns made by non-residents
e 2009 tax year - 8,493 non-residents filed Irish tax returns re Irish source income or
¢ income derived from working here.
e 46 of these in case base of the High Wealth Individuals Unit
2008 tax year - 8,019 non-resident filed Irish tax returns re Irish source income or

income derived from working here.
41 of these in the case base of the High Wealth Individuals

Tax Exiles
* Many of these are foreign nationals/have a foreign domicile
Many of the non-resident Irish citizens/Irish domiciliaries may have become non-
resident for reasons unrelated to taxation, but retained Irish investments
These individuals could not be categorised as ‘tax exiles’, under any reasonable

definition of that term.
There is nothing in Irish tax law that makes reference to ‘tax exile’ status.

Activities in 20102011

* Residence status actively monitored
8-7 cases under enquiry - audit enquiries into filed returns involving res - related issue

-5 of these cases

involve challenges under S811.
* 1 case involves challenge under S806.

* All of these cases are being progressed through the appeals system.

Domicile Levy
Charge on Irish-Domiciled individuals who are Irish citizens — applies if have Irish located

capital greater than €5 million, worldwide income in excess of €1 million and an Irish

Income tax liability less than €200,000.
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= Returns due for 2010 on 31 October 2011 (first year). None filed yet.
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From: Molloy, Paddy

Sent: 12 July 2011 13:04

To: Ni Rabhartaigh, Triona

Cc: O'Brien, Mark; Ryan, Fionnuala (PD_FcStat_10); Hennessy, Mairead

Subject: FW: Remittances to Ireland - -~ query

Triona,
Material | received from Alan Brien to reply to

commas.

i enquiry is as follows in inverted

Paddy

“I refer to your query in relation to remittances sent to ireland by overseas Irish citizens in the
last few years. Generally, Irish citizens who reside outside the State are not chargeable to tax

in the State except to the extent that they have income which arises in the State. In certain
circumstances such individuals are chargeable in the State in respect of worldwide Capital
Gains and Gains on certain specified assets. However, there is no statutory requirement on
such individuals to make a return of remittances to the State for tax purposes whether such
remittances are out of income which arises in the State or outside the State.

Additionally and for your information, please see the following table which sets out a
summary of the technical position in the various circumstances in 2008 in this State. As you
can see from the rows which | have emphasised, Irish domiciled individuals (generally Irish
citizens) who are not resident in the State are not chargeable on remittances so Revenue
would have no information captured on tax return Form11 re remittances from such

individuals.
Implications for Income Tax and Capital Gains Tax

Status of Individual: is she/he Irish | Irish income tax implications: taxable on ... Irish Capital Gains

Tax implications:

Reside | Ordinarily | Domiciled? taxable on ...

nt? resident?

Yes Yes Yes Worldwide income Worldwide gains

Yes No Yes All Irish income (see note 1); most foreign Worldwide gains
income only if remitted (but see note 2);
offshore fund and offshore trust income taxable
whether remitted ar not

Yes Yes No All Irish income; other foreign income only if All Irish gains; foreign
remitted (but see notes 2 & 3) gains only if remitted

(see note 1)

Yes No No All Irish income; foreign income only if remitted All Irish gains; foreign

(but see notes 2 & 3) gains only if remitted
(see note 1)

No Yes Yes All Irish sourced Income; all foreign Worldwide gains
investment income, other than modest
amounts (below €3,810 in total); income
from a foreign trade, profession, office or
employment if any part of it s carried
out/performed in the State (see note 2).

No Yes No All Irish sourced income; all foreign investment All Irish gains;
income, other than modest amounts (below foreign gains only if
€3,810 in total) but non-UK foreign investment remitted (see note 1)
income only taxable if remitted; income from a
foreign trade, profession, office or employment if
any part of it is carried out/performed in the
State (see notes 2 & 3).

No No Yes Irish source income; income from Gains on Irish
foreign trades/professions carried on in | specified assets
the State; and certain foreign only (land,
employment income (see note2) bulldings and
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( minerals in the
State; assets of a
trade carried on in
the State; certain
unquoted shares)

No No No Irish source income; income from foreign Gains on Irish
trades/professions carried on in the State; and specified assets only
certain foreign employment income (see note 2) | (as above)

It may be appropriate to rise the question with CSO in view of that body's role has in
monitoring money movements in and out of the State.”
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20/9/2011
Non-resident individuals who filed Irish tax returns

Figures on non-resident individuals who filed Irish income tax returns in
respect of their Irish-source income or income derived from working here and
paid income tax to the Irish Revenue are as follows.

For the 2007 tax year

Some 7,228 non-resident individuals filed Irish tax returns in respect of their
Irish-source income or income derived from working here and paid tax of
€43m.

For the 2008 tax year

Some 8,091 non-residents filed Irish tax returns and paid tax of €44.8m.

For the 2009 tax year

Some 8,493 non-residents filed Irish tax returns and paid tax of €41.2m.

The figures for 2008 may be subject to some revision.

Comment from PQ 1023/2010

The taxation of individuals in the State is in line with that prevailing in most
other OECD jurisdictions, that is to say (a) individuals who are resident in the
State for tax purposes (based on the number of days presence in the State) are
taxable here on their worldwide income; and (b) individuals who are not
resident here for tax purposes pay tax here only on income arising in the State

and on income derived from working here.

Many of the individuals that show on their tax return that they are non-resident
in the State do not have an Irish address. It should be noted that many of these
non-residents are foreign nationals or have a foreign domicile; and many of the
non-resident Irish citizens or Irish domiciliaries may have become non-
resident for reasons unrelated to taxation, but who may have retained Irish

investments (such as rental property). These individuals could not be
categorised as ‘tax exiles’ under any reasonable definition of that term.

p.molloy
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FFICIAL REPLY
\IL. QUESTION

B8

&

To ask the Minister for Finance the amount of revenue that was raised by the new levy
imposed on tax exiles by the previous Government; and if that ﬁgure is not yet available,

when same will be available.
- Aengus O Snodai gh.

* For WRITTEN answer on Wednesday, 14th September, 2011.

Ref No: 23392/11

g
o
|5
>

Minister for Finance (Mr Noonan) :

I assume that the measure to which the Deputy refers is the Domicile Levy which was announced in
Budget 2010 and introduced in Finance Act 2010. The Domicile Levy of €200,000 is charged on an
individual who is Irish-domiciled and an Irish citizen whose world-wide income exceeds €1m,
whose Irish-located property is greater than €5m, and whose liability to Irish income tax was less

than €200,000.

The Levy will be charged for 2010 and subsequent years, but the payment for each year can be
made at any time up to 31 October in the year following the valuation date, which is 31 December
of each year. The first valuation date for the Domicile Levy will be 31 December 2010 and the tax
return and payment of the Levy for 2010 will not be due until 31 October 2011. The figure will,

therefore, not be available until after that date.
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Revenue

My Charles Garavan Commisstoners Qing na gColnusingirl |
Hannan Lanacha Caipit
Aras Stampala

Caisledn Bhatle Atha Clialt

Baile Atha Cliath 2

tire

—
S December 2013

—
> Dccember 2013

Re: Freedom of Information Request CRMS 5770/2013

Dear Mr Garavan

1 refer to your request under the Freedom of Information Act 1997, as amended, [or access 1o
documents relating to the following legislative provisions

Section 69 of the Iinance Act 2003
Section 75(1) of the Finance Acr 2006
Sections 294, 1028(6A) and 1030(44) of the Taxes Consolidation Act 1997

Reports, memoranda and or correspondence received from or provided (o, or notes o
mintes of meetings or discussions with other government departments or officialy
thereof i relation to the provisions,

Briefing noites or other explanatory documents provided 1o Government minisiers or
other IDs or Senators in relation to the provisions prior 1o or during the passage
through the Houses of the Owreachitas of the relevant Finance Bills,

I have examined all the records held by this Division in relation to your request. | have
identified 6 records, which 1 am releasing in full. I attach a schedule of records, which
provides details of the records being released

Should vou wish to have this decision reviewed. an application for review must be made not later than
4 weeks after nottication of this decision. A copy of the review procedures 1s enclosed tor your

mtormation
Yours sincerely,
{ 4

g LKL
Michacl Bucklel
Assistant Principal

Capital Taxes Branch

A2(b)(i)



A.2(b) Request 2 — Revenue Commissioners (5770/2013) and
Department of Finance (FOI/005/2014)

Schedule of Records: FOI Request CRMS 5770/2013

Record no | Briel description | Comments “Allow/ refuse | Basis of Record
release of refusal edited
! document.
f Letter dated Proposals to deal | Allow. | Not No.
12/11/2002 from | with temporary applicable
Joe Stone to Liam | non-residents (N/A).
Murphy.
2 Copy submission | Submission to the = Allow N/A. No.
to Minister and Minister outlines
covering fax dated | how issue to be
13/11/2002 from dealt with in
Donal McNally to | Finance Bill 2003.
Frank Daly
3 Email dated Attachment Allow. N/A. No.
13/2/2003 from proposes a
Joe Stone to Liam | Committee Stage
Murphy and | amendment to
[ attachment section 65 of the
Finance Bill 2003,
as initiated.
4 Notes for Minister | These are Allow N/A No )
re relevant speaking/detailed
provision in | notes for debates
Finance Bill 2003 | in Houses of the
Oireachtas.
5 Letter dated | Outlines measures | Allow. NS TR § TR
11/11/2005 from | to deal with
Joe Stone to Liam | circumvention of
Murphy. section 29A TCA
1997
6 Note for Minister | This is a speaking | Allow. S NI No
relevant provision | note for the
in Finance Bill Minister for
2006 debates in Houses
of the Oireachtas.
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Mr. Liam Murphy
Budget Section
Department of Finance
Upper Merrion Square
Dublin 2

Tax avoidance through temporary “emigration”

Dear Liam,

The Annex attached hereto contains suggested proposals to address temporary
emigration by individuals seeking to avoid capital gains tax. It is considered that they
should take effect in respect of individuals ceasing to be Irish resident in the year of
assessment 2003,  If that is accepted, it is suggested that the measure should be
included in the Budget — perhaps in the principal features — and that there is no need
for a Budget day Financial Resolution. A detailed outline of the measure could be
included in the “early list” pending the publication of the Finance Bill 2003.

Yours sincerely

Joe Stone
12 November 2002
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Avoidance of Capital Gains Tax through Temporary “Emigration”

Background

1 A method of capital gains tax avoidance that, in recent times has received

some publicity, is temporarily changing one’s country of tax residence for the

purposes of realising a significant capital gain while abroad. Irish domestic law

extends the charge to capital gains tax to those who, while no longer resident in the

State, continue to be “ordinarily resident”. Ordinary residence “sticks” to an

individual until he/she has been non-resident for three consecutive tax years.

2. However there are two difficulties with this. Firstly, the administrative reality
is that if an individual makes a capital gain while non-resident, but still ordinarily
resident, collection of the Irish CGT may be difficult unless the individual still has
assets in the State or subsequently returns to the State. Secondly, the right to
charge a non-resident to CGT while still ordinarily resident can be effectively
removed by the terms of a double taxation agreement (DTA) between Ireland and
the country to which the individual has emigrated. This is particularly so in the
case of treaties that were negotiated between the start of CGT in 1975 and the
introduction of the new residence/ordinary residence rules in Finance Act, 1994.
Some of these treaties are with countries which have no CGT regime or a much
more favourable regime than Ireland.

3. For example, the Irish tax treaty with Portugal falls into this category. Because
Portugal has a very favourable CGT regime, there have been a number of recent
instances of emigration from Ireland to Portugal - apparently for the main purpose
of avoiding Irish CGT on the disposal of substantial holdings of shares. All that the
tax avoider needs to achieve is that in the year that the capital gain is made, he or
she is resident in Portugal and not resident in Ireland. The year in question could
be the year during which the avoider left Ireland. After that year he/she can re-
establish residence in Ireland. [See example annexed]. While Revenue has
requested Portugal to amend the CGT Article in the DTA with Ireland, negotiations
on this are proceeding slowly and other DTAs present similar opportunities for tax
avoiders.

Options for dealing with this problem
4 The UK addressed the problem of tax avoidance through temporary
emigration by imposing a charge to capital tax when an individual, having disposed
of assets while abroad, again takes up residence in the UK before the elapse of S tax
years of non-residence. However, the terms of the UK DTAs allowed this
approach. Many Irish DTAs do not. These DTAs give the sole taxing rights in
respect of disposals to the foreign jurisdiction concerned. The approach open to us
is to introduce a tax charge (an “exit charge”) triggered by emigration. This would
have the advantage over the current charging rights in that a charge would be
established while the individual concerned was still Irish resident. Two possible
options for an exit charge are as follows—

(a) A deemed disposal of assets on emigration: A number of countries with
residence-based CGT regimes have introduced a CGT exit tax — designed to
protect against loss of revenue through emigration (temporary or permanent). In
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the case of Canada and Australia their exit tax is charged on a wide range of
assets; in the case of many European countries (Germany, Denmark, Austria,
Netherlands and France) it is charged only on certain holdings of shares and
securities. A general exit tax, whether on all assets or specific assets, however,
would not appear to be a proportionate response. The objective is to deter or
defeat significant tax avoidance trough temporary emigration without imposing a
tax on genuine migration. .

(b)  An exit charge on significant shareholdings — but liability deferred until
re-entry within a limited time period: ~ This option would involve an exit
charge (i.e. deemed disposal for CGT purposes of a significant shareholding) at
the point of emigration that only kicks in if there is a subsequent re-entry to
Ireland within a limited period and where a capital gain has been actually realised
during the period of temporary emigration from the disposal of the shareholding.

Option 4(b): Exit tax — liability triggered on re-entry
5 A possible scheme for option 4(b) might be as follows:

(a) Anindividual who has been a long term resident In Ireland (e.g. an Irish
domiciled individual) who owns a substantial holding (5%) of shares or securities
in a company will be deemed, for CGT purposes, to have disposed of and
reacquired that holding in the year of assessment immediately before that in
which the individual became non-resident.

(b) However, this resulting charge to CGT is contingent on the individual
again becoming tax resident in Ireland in the following circumstances:

(i) the individual has been non-resident for less than a continuous period
consisting of 5 complete tax years, and

(ii) the individual has, during the period of temporary emigration,
disposed of the shares/securities in question (with apportionment for part
disposals).

(c) Ifthe individual returns to Ireland without having disposed of the
shares/securities, or if the individual returns to Ireland after the fifth full tax year
of being non-resident, the charge to the exit tax lapses.

(d) This provision would be without prejudice to situations where the “normal”
ordinary residence rule applies, i.e. where the ordinary residence rule — which
gives Ireland a poten<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>