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1. Introduction 

The table below shows the timeline of COTW meetings and briefing papers considering capital taxes 

and associated reliefs. In addition, these topics were also considered as part of the COTW capital taxes 

subgroup’s deliberations over four meetings in February and March 2022.  

Table 1: Meetings addressing topic of Capital Taxation 

COTW meeting 

# 

Date Briefing papers 

4 4 July 2021  Introductory paper on housing 

 Supporting SMEs and Entrepreneurship paper 

8 9 July 2021  Policy objectives for supporting SMEs and 
entrepreneurs paper 

9 22 October 2021  Taxation of property – Influencing supply and tenure 
decisions 

12 3 December 2021  Horizontal equity in the taxation of income and 
capital 

16 28 January 2022  Taxes on wealth 

20 25 March 2022  Capital taxes 

21 8 April 2022  Consumption taxes and stamp duty 

 
The Commission’s terms of reference has tasked it with considering “options for reform on the balance 

between the taxation of earned income, consumption, and wealth”. Members have previously agreed 

that it would examine ways in which the overall contribution of capital taxes to the Exchequer could 

be increased. The majority of members were not in favour of introducing a new wealth tax. It was 

agreed that increases in capital taxation would be achieved through amendments to and reform of 

CGT and CAT. 

It is clear from previous discussions that members are divided on a number of areas. The purpose of 

Meeting 24 is for members to agree acceptable recommendations for the reform of capital taxes. This 

paper sets out options for reforming CGT and CAT in order to increase the contribution of capital taxes 

towards the State’s overall funding needs.   
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2. Transfers on a death 

a) Option 1 - Death is a chargeable event for Capital Gains Tax  

Recommendation 1a – The Commission recommends that the transfer of assets on death is 

treated as a disposal for Capital Gains Tax purposes. 

 

Rationale 

 CGT applies to disposals of assets that give rise to chargeable gains. The transfer of assets on death 

is not currently treated as a disposal. By treating the transfer of assets on death as a disposal, CGT 

would apply to any increase in asset value between the date of acquisition and death1. The 

payment of the CGT liability would have to be funded from either the assets of the estate or 

directly by the beneficiaries (see meeting 20 paper).  This reform was recommended by the 1982-

86 Commission on Taxation, by the Mirrlees review and by the OECD in the interests of 

efficiency/neutrality. 

OR 

b) Option 2 - Changing the current system of taking current market value as base cost  

Recommendation 1b – The Commission recommends that assets that have passed to a 

beneficiary at death should not be deemed to have been acquired by that beneficiary at market 

value. 

 

Rationale 

 Currently when assets pass to a beneficiary on a death, for CGT purposes the beneficiary is 

deemed to have acquired the asset at the market value at the time of death (‘step up to market 

value’). This value is deemed to be the base cost for any subsequent disposal by that beneficiary. 

 The OECD argues against this step up in base cost to market value, in particular where inheritance 

taxes are not levied or the relationship exemption threshold is very high, as it results in the transfer 

of unrealised capital gains.  

                                                           
1 Subject to the application of any relevant exemptions e.g. the annual exemption of €1,270. 
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 Recommendation 1b proposes to replace this step up approach. The options for doing so, which 

the Commission may wish to note in the recommendation (if adopted) or as part of the 

accompanying chapter text  are as follows:   

(i) Deem the beneficiary to have acquired the asset for the same cost incurred by the 

deceased when the asset was originally acquired. This would in effect carry over any 

accrued gain on the transferred asset to the beneficiary. These accrued gains would 

(subject to taking account of any relevant costs or reliefs) be subject to CGT on subsequent 

disposal of the asset by the beneficiary. One prerequisite of this option is satisfactory 

administrative records on historic asset values, costs and enhancement expenditure. 

(ii) Deem the beneficiary to have acquired the asset at the actual costs incurred by the 

beneficiary (which may include CAT paid on inheriting the asset, legal costs and other 

fees, and consideration paid where relevant2). These costs would form the base cost for 

any subsequent disposal meaning that any gain on that disposal would reflect the true 

gain to the beneficiary. 

Notes/issues: 

 Decisions made by the Commission on these proposals may influence decisions regarding the 

modification of existing CGT reliefs, and whether the original policy rationale for them remains 

valid. For example, the rationale for Retirement Relief is that lock-in effects generated by the 

absence of CGT on death can be lessened through reduced CGT on certain lifetime transfers of 

business (including farming) assets3. 

 Recommendation 1b(i) does not remove the lock-in effect / incentive to transfer assets on a death 

and may result in the long or indefinite deferral of a potentially large CGT liability where an asset 

is passed on death through multiple generations.  

 If the asset is disposed of during a lifetime having being passed on death through multiple 

generations previously then this could result in a substantial gain.  

 Recommendation 1b(ii) may influence disponer choices with regard to liquidating an asset prior 

to death – what could be a small gain for a disponer (if they incurred a high acquisition cost) could 

be a large gain for a beneficiary (as they will have incurred low acquisition costs). To this end, the 

use of actual acquisition costs of the beneficiary may be seen as penalising beneficiaries for a 

sudden death in a way that the inherited base cost approach would not. 

                                                           
2 However, if CGT on death was introduced, some of these costs may be more appropriate as deductions from 
the Estate rather than deductions from the CATable inheritance as is currently the case.  
3 This is similar to the rationale for a reduced rate of gift tax, at 75 per cent of the inheritance tax rate, 
between 1984 and 1999. 
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 The application of the same event credit should be considered in light of decisions on whether 

CGT is to apply on death 

 The treatment of capital losses on death is also a consideration. 

 To the extent that reliefs and exemptions from CGT are retained (see below), the revenue raising 

capacity of this recommendation will be undermined. 

The potential implications of recommendations 1a and 1b have been illustrated in further detail in 

Appendix 1. 
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3. Transfers of dwelling houses 

Restrict CGT Principal Private Residence relief 

Recommendation 2 – The Commission recommends the introduction of a cap on the CGT 

Principal Private Residence (PPR) relief. 

Rationale 

 In the interest of fiscal sustainability, reliefs should not be uncapped. The rationale for this 

measure is to remove or restrict tax relief for large residential property gains and to widen the 

base for CGT. The OECD has previously supported imposing a limit on the value of owner-occupied 

housing that benefits from a tax exemption on capital gains.4  

Notes/issues 

 This may be a politically sensitive area. Recommendations in this area are linked to lock-in effects 

and treatment at death. Setting the cap at a high level may not be materially revenue raising. In 

the Land and Property chapter this Commission has supported reliance on annual recurring 

taxation of property rather than transactional taxes.  

 

Options 

 There are a number of features that members may wish to specify in the recommendation or as 

part of accompanying chapter text. For example: 

o Introduce a threshold based on the consideration on disposal (i.e. the actual or deemed 

proceeds for the sale/disposal)5. This could be a fixed monetary amount or an indexed 

multiple of the average house price. The latter raises questions as to whether this is based on 

location in Dublin or elsewhere, whether it’s an apartment, number of bedrooms, how often 

should the threshold be updated for house price fluctuations, etc.? 

o Introduce a threshold based on the gain on disposal. This could be based on a fixed monetary 

amount or some other proportionate calculation. This may be a fairer approach considering 

you could have high consideration but a low gain, or lower consideration but a higher gain. 

                                                           
4 OECD, Taxation of Household Savings, April 2018 
5 Recent LPT returns show the average valuation for all residential properties is between €200,001 and 
€262,500. For LPT self-assessment purposes, 97% of residences are valued at €700,000 or less and 92% of LPT 
liable properties are valued at €525,000 or less. Revenue, 2022 LPT Statistics update, April 2022 

https://www.oecd-ilibrary.org/taxation/taxation-of-household-savings_9789264289536-en
https://www.revenue.ie/en/corporate/information-about-revenue/statistics/local-property-tax/lpt-stats-2022/index.aspx
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o Introduce a lifetime limit or a limit per transaction (you can only have one PPR at any given 

time, but you can claim PPR relief multiple times over a lifetime). 

o Relief could be completely withdrawn if the threshold is exceeded, or CGT could only apply 

(at 33% or a lower rate) to any excess over the threshold. 

o A condition could be introduced that CGT PPR relief only applies subject to reinvestment of 

proceeds in another PPR. This would mean gifts where no proceeds are received would not 

qualify for the relief. Such a measure may have implications for “right-sizing”, where the full 

sales proceeds are not needed to purchase a smaller home (in which case partial relief for 

partial reinvestment could apply). 
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4. CGT relief on transfer of a business or farm 

Recommendation 3 - The Commission recommends that CGT Retirement Relief and the Revised 

Entrepreneur Relief should be merged [and/or] restricted. 

 
Rationale 

 To remove duplication in the tax code where two reliefs apply to similar asset disposals and in 

practice are often used by taxpayers for similar purposes. 

Notes/issue  

 Merging could be achieved by simply abolishing one relief, or abolishing one relief but 

incorporating some elements from that relief into the other. A question arises as to which form of 

relief should be retained given the differences in policy objectives, how relief is given, the number 

of conditions attached and the range of asset disposals that can qualify. 

 

 Options 

There are a number of features that members may wish to specify in the recommendation or as 

part of accompanying chapter text. Amendments set out below may be incorporated into a 

merger of reliefs or where both schemes are retained. For example: 

 

o A reduction in lifetime limits. 

o The removal of the distinction in Retirement Relief thresholds for transfers to children and 

third parties. 

o The removal of the distinction in Retirement Relief thresholds depending on the age of the 

disponer (a distinction currently applies to encourage earlier lifetime transfers, particularly 

before reaching the statutory retirement age). 

o Retirement Relief could be modified to give a reduced rate of CGT rather than a full 

exemption.  

o The reduced 10% CGT rate under Entrepreneur Relief could be increased back to 20%. 

o Entrepreneur Relief could be changed to a Rollover type relief. In order to refocus relief 

towards reinvestment of sales proceeds in another business venture, the form of relief could 

be changed to a rollover/deferred liability type incentive, or introducing reinvestment criteria. 
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The criticisms and lack of uptake for previous forms of reinvestment relief have been 

discussed in previous papers.  

o Members are not agreed on whether Entrepreneur Relief should be extended to angel 

investors. At Meeting 23, members concluded that instead of recommending specific changes 

to tax reliefs such as EII, the promoting enterprise chapter would instead remain high level 

and principles based. The narrative will focus on calling out the issues certain SMEs face in 

raising equity financing. This narrative could be extended to include specific references to the 

importance of angel investors and how the current design of tax supports could be improved 

to attract this cohort of investors. 
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5. CAT relief on transfer of a business or farm 

Recommendation 4 - The Commission recommends that the level of agricultural and business 

relief available be reduced and that the qualifying conditions of each be amended to 

incentivise/ensure active participation in the farm or business by the recipient. 

 
Rationale 

 To reduce the level of relief available on intergenerational transfers of farms and businesses and 

to ensure the relief is designed to favour active involvement rather than the passive holding of an 

investment (whether it be leased land or the outsourced management of a business).  

 The level of relief for such transfers has increased significantly since the inception of CAT. However 

research indicates that there is strong evidence that inherited family-owned and run firms are, on 

average, very poorly managed6 and that the goal of supporting the growth of and succession 

within family businesses should be weighed against the wider economic costs of discouraging the 

disposal of business assets to third parties. 

 Recent research by the ESRI7 also suggests that the primary beneficiaries of such reliefs (with 

particular regard to business relief) are not those receiving small family farms or businesses, but 

far more substantial ones. 

 The reliefs in their current format also allow for the transfer of relatively passive assets including 

farmhouses, leased farmland and businesses where the day to day operations have been broadly 

outsourced.  

The estimated impact of adjustments to these reliefs is set out below:  

Table 2: Effects of Changes in CAT Rates and Reliefs 

Proposed Adjustment Level of Adjustment Exchequer Impact 

€m 

Reduce Agricultural Relief From 90% to 80% 
From 90% to 70% 
From 90% to 60% 
From 90% to 50% 

8 
20 
36 
53 

Reduce Business Relief From 90% to 80% 
From 90% to 70% 
From 90% to 60% 
From 90% to 50% 

18 
38 
60 
82 

Source: Revenue Ready Reckoner 

                                                           
6 Why do Management Practices Differ across Firms and Countries? Bloom and van Reenan, (2010) 
7 Options for Raising Tax Revenue in Ireland, Kakoulidou and Roantree, (2021) 

https://www.revenue.ie/en/corporate/documents/statistics/ready-reckoner.pdf
https://www.aeaweb.org/articles?id=10.1257/jep.24.1.203
https://www.esri.ie/system/files/publications/BP202201.pdf
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Notes/Issues 

 Family farms and businesses are traditionally seen to have strong social and community 

objectives. In relation to Agriculture Relief in particular, the 2014 Agri-Taxation Review8 

recommended retaining this relief as a vital measure to ensure the ongoing viability of farming 

businesses that pass from one generation to another, noting that while a farming businesses may 

be asset rich, in many cases the income from the farm could not sustain major tax charges. 

Options 

 There are a number of features that members may wish to specify in the recommendation or as 

part of accompanying chapter text. For example: 

 Further to the meeting 20 discussion, the Commission may wish to note that the existing 

income tax relief for leased farmland should be reduced or removed in the chapter text for 

this measure or raise the issue elsewhere in the equity chapter of the final report.  

 Currently individuals in receipt of farms and farming assets are in a position to claim business 

relief where the criteria for agricultural relief have not been met. Given the similar policy 

rationale of the two reliefs, there is a case for the amalgamation of business relief and 

agricultural relief into a single measure. 

 The Commission may wish to state that absolute market value/taxable value caps on either 

relief should not be introduced as this may inadvertently encourage businesses or farms to 

stagnate and not grow beyond the cap limit, thus not supporting entrepreneurial activity. 

 

  

                                                           
8 Report of the Agri-taxation Working Group to the Minister for Finance and the Minister for Agriculture, Food 
and the Marine, (2014) 

https://igees.gov.ie/wp-content/uploads/2014/10/Agritaxation_-Review-_Final_web-pub.pdf
https://igees.gov.ie/wp-content/uploads/2014/10/Agritaxation_-Review-_Final_web-pub.pdf
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6. CAT group thresholds 

Recommendation 5 – The Commission recommends substantially reducing the Group A threshold 

and, in doing so, bringing Group A threshold closer to the Group B and Group C thresholds. 

 

Rationale 

 The tax exemption thresholds for wealth transfers to children is a significant factor in determining 

the base for CAT. It determines how much of the wealth transferred can pass without inheritance 

taxation.  

 An OECD recommendation suggests the relative difference between the treatment of direct 

descendants and other, more distant relatives, should not be excessive. The current thresholds 

are €335,000 for Group A, €32,500 Group B and €16,250 for Group C.  

 In context, this lifetime tax free threshold for Group A equates to ten times the median value of 

annual gross earnings or 14 times median equivalised household disposable income.  

 Of the cases where an inheritance triggers a CAT liability, about half of CAT (whether number of 

cases or yield) comes from Group B.  

 Given the current level of the Group A threshold, a substantial decrease is required to increase 

yield - decreasing the Group A threshold to €250,000 yields approximately €74 million per year 

based on the existing CAT rate of 33 per cent. 

 

Recommendation 6 - The Commission recommends that the interaction of agricultural/business 

relief with relationship thresholds be examined with a view to either preventing or restricting 

simultaneous claims of agricultural/business relief and relationship thresholds in respect of any 

gift or inheritance. 

 
Rationale 

 The use of agricultural or business relief in conjunction with relationship thresholds can allow 

substantial business and farming assets to pass untaxed between generations. Preventing or 

restricting the use of these reliefs in tandem, will likely ensure a nominal amount is charged on 

the transfer of a business or farm. There is precedent for such an approach in the Taxes Acts 

generally. 
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Options  

The objective could be achieved by either:  

 preventing use of business/agricultural relief in tandem with relationship reliefs, or  

 restricting the use of relationship reliefs where agricultural or business relief is claimed, 

However, the most appropriate option is dependent on whether other proposed recommendations 

relating to the restriction of these reliefs are accepted by the Commission and how these 

recommendations are implemented in future. 

Recommendation 7 - The Commission recommends that a modest charge be applied to all gifts 

and inheritances, while retaining the small gifts exemption. 

 

Rationale 

 The existing relationship reliefs often allow for assets to pass untaxed between generations. To 

this end, it may be appropriate to introduce a modest CAT charge to broadly apply to gifts and 

inheritances.  This would meet the objective of a wide base and low rate policy. 

 For administrative purposes, the small gift exemption should be retained and a modest charge 

should not apply to gifts below this level. Consideration could also be given to extending this 

exemption to inheritances to remove administrative burdens associated with applying a nominal 

charge to low value inheritances.  

 

Options 

The objective could be achieved by either: 

a) Replacing relationship based tax-free thresholds with modest rate thresholds (illustrated 

below) 

Rate Group A Group B Group C 

Modest rate charge First €335,000 First €32,500 First €16,250 

33% Balance Balance Balance 

 
The rates apply to the taxable value of a gift or inheritance after the application of any 

relevant reliefs. 
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If this modest rate was say, 2 per cent, this would have the potential to yield the following 

additional tax assuming the thresholds are fully utilised: 

 Group A Group B Group C 
 

€335,000 €32,500 €16,250 

CAT @ 2% €6,700 €670 €325 

 

b) Introducing a 1% levy/charge on the taxable value of gifts and inheritances prior to the 

application of agricultural, business or relationship-based reliefs9. The application of this levy 

is illustrated with the below example: 

Kaspar inherits a family shop (qualifying for business relief) with a market value of €420,000 

from his father Peter. Relevant costs, liabilities and other expenses associated with the 

business and its transfer total €20,000. A 1% levy could be applied to the value of the 

inheritance after these expenses, but before the application of business, agricultural or 

relationship reliefs. In this instance, a levy of €4,000 would apply. 

However, the most appropriate option is dependent on whether other proposed recommendations 

relating to the restriction of CAT reliefs are accepted by the Commission and how these 

recommendations are implemented in future. 

Separately, any recommendation on amendments to CAT thresholds could include a recommendation 

to add foster siblings to Group B. Foster parent relationships have previously been recognised and 

treated as parent-child relationships for the purposes of Group A, but this change has not been 

extended to the wider family into which a child is fostered.  

  

                                                           
9 How this levy would interact with the small gift exemption would need further consideration. 
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Appendix 1: Illustrative Example of CGT on death implications 

*Legal fees and other expenses have been excluded from these examples for simplicity purposes* 

Jimmy Sr. dies on 1 April 2022 and leaves his entire estate, comprising of an asset worth €250,000 and 

cash of €10,000 to his daughter Sharon. 

He originally bought the asset in in November 1975 for £20,000 (€25,400). 

What Currently Happens: 

If Sharon inherits the asset from her father, no CGT would arise, as no disposal is deemed to arise on 

death. Sharon is required to pay CAT on this inheritance.  

Her tax liability would be calculated as follows: 

Market Value of Asset   €250,00010 

Cash Inheritance   €  10,000 

Taxable Value    €260,000 

If full Group threshold available 

Assuming Sharon has never received a gift or inheritance from her parents previously, she can use her 

full group A threshold to reduce the taxable amount to €NIL (€260,000 ≤ €335,000). In this instance, 

no CAT would arise on the inheritance of the asset. 

Total CGT and CAT arising on inheritance if full Group A threshold available: €NIL 

 

If no Group threshold available 

If Sharon had previously depleted her Group A threshold, CAT of €85,800 (€260,000 x 33%) would 

arise. 

Total CGT and CAT arising on inheritance of €260,000 inheritance if no Group A threshold: €85,800 

(CGT NIL + CAT €85,800) 

 
 

  

                                                           
10 No Stamp Duty arises on transfers at death. 
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If CGT applied on death 

If CGT applied to the effective disposal of the asset by Jimmy Sr. on his death, tax on the disposal of 

the asset would be calculated as follows: 

Market Value of Asset    €250,000 

Cost   €25,400 x 6.08   (€154,432) 

Gain        €95,568 

Annual Exemption      (€1,270) 

Chargeable Gain      €94,298 

Tax @ 33%       €31,118 

 

The tax due on the asset is greater than the value of the cash in the Estate. In such circumstances 

consideration will have to be given as to how the liability will be paid.  

If Sharon has previously utilised her full Group A relationship threshold, the same event credit will 

reduce her CAT liability11 by €31,118 (being the CGT arising on Jimmy Sr’s death).  

 

  

                                                           
11 Sharon’s inheritance (and associated CAT liability) may be reduced in this scenario if the assets in the estate 
are liquidated to cover any CGT arising on death.  
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Future sale of asset by Sharon – Assuming no CGT on death applies 

Currently, the base cost of Sharon’s inherited asset is deemed to be its market value of €250,000. 

Assuming Sharon had not previously utilised her CAT relationship thresholds and therefore incurred 

CAT of €nil on the inheritance, CGT on her future disposal would be as follows.  

 

If Sharon sells the asset in 2022 at its current market value of €250,000, her gain would be 

calculated as follows: 

Market Value     €250,000 

Base Cost     (€250,000) 

Gain      €NIL 

 

If Sharon inherits her father’s base cost and sells the asset in 2022 at its current market value of 

€250,000, her gain would be calculated as follows: 

Market Value     €250,000 

Base Cost (€25,400 x 6.08)  (€154,432) 

CAT Previously Paid  (€NIL)12  

Gain        €95,568 

Annual Exemption      (€1,270) 

Chargeable Gain      €94,298 

Tax @ 33%       €31,118 

 

 

  

                                                           
12 Whether CAT paid (where applicable) should be allowable as a deduction, a credit or at all in this instance is debatable. 
The amount has been included here on the basis that CAT had to be incurred in order for the asset to be acquired by the 
disposer (similar to the stamp duty deductions that may allowable when calculating capital acquisitions tax or capital gains 
tax).  
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If Sharon’s base cost is equal to the actual costs incurred by her in acquiring the asset and she sells 

the asset in 2022 at its current market value of €250,000, her gain would be calculated as follows: 

Market Value     €250,000 

Acquisition Costs: 

CAT Previously Paid  (€NIL) 

Gain        €250,000 

Annual Exemption      (€1,270) 

Chargeable Gain      €248,730 

Tax @ 33%       €82,081 
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Appendix 2: Form SA.2 Data on Estates 

The Secretariat has received data from the Revenue Commissioners extracted from the Form SA.2. 

The Form SA.2 provides an account of the estate of deceased persons who are either habitually Irish 

resident13 or have Irish situate property assets. This data captures the value of all tangible and 

intangible assets within the scope of such estates in 2021.  

The value of assets transferred between spouses is not included. Furthermore, the value of certain 

assets bequeathed by individuals who are not habitually Irish resident is also not captured.   

The table below gives some indication of the scale of assets that could be impacted by changes to CAT 

or CGT legislation. However, without more information on: 

c) how these assets are distributed among disponers and their subsequent beneficiaries, or  

d) values for base cost or enhancement expenditure incurred during the lifetime of the 

disponers, 

it is not possible to estimate yields from changes to CAT or CGT from this information. 

It should also be noted that not all of assets listed here are subject to CGT (such as euro cash amounts 

and euro bank accounts). 

Table 3: Number of unique disponers and total value of assets by value band 

Value Band € Number of Disponers Total Assets 

€m 

0-50,000 870 27.3 

50,000-100,000 1,396 105.2 

100,000-500,000 8,296 2,290 

500,000-1 million 2,682 1,860 

> 1 million 1,424 3,407.8 

Total  14,668 7,690.3 

Source: Revenue 

 

 

                                                           
13 Being persons who are either (1) Resident/ordinarily resident and domiciled in the State, or (2) Not domiciled in the 

State, but resident in the State for the 5 years of assessment preceding the year of death. 
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Table 4: Form SA2 - Value of assets, by category, 2021 

Asset type  Total 

€m 

Property in State (includes residential, agricultural, 

development land, commercial property, single sites, 

industrial property, offices, leased property and retail 

property)  

4,563.2 

Bank Account 913.6 

Other Asset 629.5 

Foreign Asset 591.8 

Stock/Share 316.7 

Insurance Policy 313.5 

Credit Union 148.5 

Agriculture or Business (Irish situate agricultural/business 

assets not included elsewhere, for example livestock, 

bloodstock, machinery, farm implements, trees, 

underwood, milk quotas, wind/solar assets, goodwill, plant 

and equipment, stock in trade, book debts, cash held as 

working capital.)  

70.4 

Superannuation 61.1 

Debts Owed 42.6 

Car/Boat 14.2 

Cash 10.7 

Household Contents 10.1 

Unpaid Purchase 3.1 

Dividends 1.3 

Total  7,690.3 

Source: Revenue 

 

 

 

 

 

 


