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Capital Taxes

Ever since the Commission on Taxation reported what seems like eons ago, we have expected
changes in regard to capital taxes. Today the Minister for Finance finally opened the Pandora's Box
but thankfully did not let all the evils out.

Capital Gains Tax

The Capital Gains Tax rate was increased from 25% to 30% and in line with that the Capital
Acquisitions Tax rate (which applies to inheritances and gifts) was also increased to 30%. Many
anticipated a greater increase but perhaps the Minister realised that he might have killed off all
movements of capital if he had done so.

The tax free threshold for Capital Acquisitions Tax purposes which exists between parents and
children was reduced by a third to €250,000.

Farmer Taxation

In the statement accompanying the Budget, under the “Farmer Taxation" section, there was an
announcement of an incentive to transfer business and farming assets before a person reaches the
age of 66. Full relief will apply until then, but afterwards there will be a cap of €3m on inter-family
transfers. Qutside the family, the limits will be €750,000 and €500,000 respectively. It's not clear

if businesses other than farming will be affected in the same way. No reference was made to the
Business Relief available under the CAT legislation. The retention of these reliefs is welcome.

However Government strategy in the area of pensions may mitigate against this as individuals

may not have sufficient funds accumulated to enable them to transfer the businesses and retire. A
rethink of the moves made in recent years against pensions should be done in conjunction with the
review of the Capital Gains Tax Retirement Relief.
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