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Lucky ‘Lotto farmers’ need to plough tax planning furrow

Dermot Reilly*

MUCH fanfare greeted the intro-

duction of the National Lottery

back in 1988. Every week since

then we have been treated to in-
of

While the
increases are more pronounced
within the Dublin commuter
belt, land values have soared
throughout the country, with
those owning land in close prox-
umty to larger towns benefiting

l( is undoubtedly the case that
some hundreds of landowners
have seen their wealth grow by
€10m or more over the last ten
years, and managing the com-
mercial and tax consequences of
this requires some serious plan-
ning.

Could it be you? Winning the
Lotto means big money and,
even bener, it means big money
tax free!

But huw does our lotto farmer
fare out when it comes to tax? Is
it inevitable that by either selling
out or transferring to the next

lasl 30 years..

generation a large cheque must
be handed over to the Revenue
Commissioners?

The simple answer here is ‘no’
but, as usual in the world of tax,
the exposure depends on the
facts of the case and the owner’s
plans for the future.

Many farmers planning on sell-
ing wish to retire altogether from
the daily grind of work, maxi-
mise their cash position and
enjoy the fruits of their good for-
tune.

The tax consequences for this

‘development potential’ element
of the cost, was terminated with
effect from January 1, 2003.
Also, the payment dates for
CGT have been brought forward
so that the tax is now payable on
October 31 (for disposals in the
first 9 months of the year) and
January 31 (for disposals in the
final 3 months of the year).
There is significant scope for
effective tax planning where a
farmer proposes to transfer value
to the next generation. For many,
the intention will be to sell at the

category are ward.
Capital gmns tax (CGT) at a rate
of 20pc is payable on the differ-
ence between the selling price
and the indexed ‘cost’.

There have been some changes
in the CGT rules in recent years.
The indexation allowance, which
in any event did not apply to any

price and there-
after make some financial provi-
sion for their children. This is
not necessarily the best strategy.
Considerable savings can be
achieved by availing of the spe-
cial CGT/gift tax set-off provided
for in the tax code. A gift of land
to a child leads to both a CGT

charge for the disponer by refer-
ence to the market value and a
gift tax liability for the recipient.

However, it is possible to set
the former off against the latter
thereby significantly reducing
the double charge to tax that
would arise if the farmer sold the
land and gave the proceeds to a
child.

In circumstances where a
farmer wishes to transfer say
€3m in value to a child, the tax
saving would typically be in the
order of €300k/€400k. There are
also special reliefs available
where a child is either given
farming assets or invests any
cash gift in farming assets.

In effect, significant value can
pass tax free in many instances,
and in any event the gift tax cost
can be readily limited to a maxi-
mum effective tax rate of 2pc of

the value passing. Many land
owners will consider whether
they should become directly

involved in exploiting the devel- should be given to the possibil
opment potential of their land. of using a limited company
This will generally be ‘
by the prospect of sharing in the ities.

enormous profits that may be at This will facilitate the preser-
stake. vation of the 20pc personal tax

Aside from the commercial
considerations and the question
of having the relevant expertise
as reptds planning and con-
struction issues, the tax conse-
quences will .lpln by key.

minor activities to enhance the
value of their assets.

The effect of this can be to
impose an effective tax rate of
47pc, as opposed to CGT at 20pc.
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A RADICAL shake-up in the

It wants to abolish
national proceduru and
i

electronic devices which
rely on radio waves — from
mobile phones to TV sta-
tions — operate under the

In Ireland, a €2bn price
has been put on the

ane Reding. “The direct
nomic contribution

way Ireland’s €2bn radio , between 1

can be licensed, national GDP in the EU.
all and sold has been “But this could
launched by the European increased if national regula-
Commission. tors and all stakeholders

using
said.

eco-
of

equipment and lervlces
" she

At the moment 25 differ-
ent xuidelinel operate,
ich contra-
dmory usage for dlﬁer;lnl

New Brussels
guidelines for
radio waves

also wants to let unused
spectrum be auctioned off.
Although this can be done

guarded welcome.
“ComReg supports the

can identify common
approaches at EU level to principal objective of the
create a single market for EC’s to introduce

greater flexibility in access
to radio frequencies,” a

by Ireland China

value of radio frequencies, be adj accommo-
Association were Minister for Education & Science Mary Hanafin, Chinese to Ireland Sha Hailin, and chairman of the Ireland China while in Britain it'’s valued Commission. date the convergence of
Association Donal O’Callaghan at €35bn. It stresses that it is not -
With the convergence of trying to claim the right to ing
technologies, such as TV auction off mobile phone “Obviously, once the
3 3 roadcasts becoming avail- licences, for example, but details behind European
able over mobile phones, instead wants to ensure that Commission’s proposals
radio spectrum is the “life- all countries use the same become available, they will
blood” of a hugef industry, waves fm:’ the same purpose. need to be studied and
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Boots and Alliance is set
for giant pharmacy merger

BOOTS and Alliance Uni-
Chem were said yesterday
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them more muscle when
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Details of the merger of
the two FTSE 100 firms are
expected to be announced
today and could include a

This. could arouse the and head off the challenge
ion of which are

authorities who may also intent on capturing a
wish to probe the enlarged greater share of the retail

ongoing management and review. If you are serious
about the long term success of your organisation you
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