TEMPLATE LETTER 

TO BUILDERS AND SUPPLIERS REGARDING

 RCT AND VAT ON RELEVANT CONSTRUCTION OPERATIONS

SCHOOL HEADED NOTEPAPER
Important information on changes to the Relevant Contracts Tax (RCT) and information now required for processing Invoices and Payments relating to relevant construction operations in schools. Please read carefully. 
Contractor/Supplier Name and Address
Dear Sir/Madam,
Since January 1st, 2012 new regulations affecting school boards of management in relation to the operation of RCT and VAT in the construction industry have come into effect. The RCT regulations govern the treatment of payments by a principal contractor in respect of relevant operations in the construction industry. Boards of management are now designated as principal contractors for any relevant contract.
The (School Name) board of management, being a body established by statute and funded wholly or mainly out of moneys provided by the Oireachtas, is a “Principal Contractor” under the new regulations. This means that our school board of management will be responsible for complying with RCT requirements and VAT returns when making payments to a building contractor/supplier for any  relevant contract. 
Relevant construction operations refer to any contract involving construction, alteration or repair of school property and grounds.  

Where you as a supplier are carrying out such work then that contract will fall within the scope of Relevant Contracts Tax (RCT) and, as a consequence, Value Added Tax (VAT).
From the perspective of the board of management as principal contractor, the key features of the RCT system are: 
Contract Notification: 
The Board of Management must notify Revenue through ROS of all relevant contracts entered into. Before notifying the contract the principal contractor must be satisfied as to the identity of the subcontractor. Accordingly we will require each relevant supplier to provide some form of identification together with tax registration details. Please find attached a Supplier Account Application Form which must be completed and returned before we can register the Contract details or make contract payments on ROS.
Payment Notification: 
Before the Board can make a payment on this contract we must first notify Revenue through ROS of each relevant payment. The gross payment (VAT exclusive amount if the VAT reverse charge applies) will be advised to Revenue.
Deduction Authorisation:
Revenue will respond to the Payment Notification with a Deduction Authorisation setting out how much tax, if any, must be withheld from the payment. 
The rates of RCT are currently set at 0%, 20% or 35%. We will provide a copy of the Deduction Authorisation to you as a supplier upon payment and we will pay the RCT to the Revenue on 23rd of the month following the supplier payment.
Tax Clearance Certificate
The supplier will also be required to produce a valid Tax Clearance Cert where the value of the Contract exceeds €10,000

VAT – Reverse charge on Construction Services
The VAT reverse charge rules only apply to construction services which are liable for RCT. When a supplier issues an invoice to the school in respect of charges which fall within the scope of RCT, the supplier should not charge VAT. The invoice should contain the statement “VAT on this supply to be accounted for by the Principal Contractor”. The Board of Management will calculate the VAT due and self account for this on a reverse charge basis.

In order to ensure that we can process all your invoices please return the attached account form along with your Tax Clearance Certificate, if appropriate, at your earliest convenience. More detailed information on RCT and VAT is available on www.revenue.ie.

Yours Faithfully,
________________
