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INCOME TAX (INSTALMENT PAYMENTS) ACT 1974 

Received Royal Assent: 21 May 1974 

Passed: 18 June 1974 

Commenced: 26 June 1974 

AN ACT to provide for a means of regular deductions from earnings as 

instalments of income tax. 

PART 1 - INTRODUCTORY1 

1 Definitions and regulations for ITIP 

(1) In this Act — 

“1970 Act” means the Income Tax Act 1970;2 

“arrangement” means a written or oral agreement, contract or understanding, 

whether or not for consideration;3 

“client” has the meaning given in section 2AA(1)(a);4 

“conditions for deeming” has the meaning given in section 2AB;5 

“employee” means any person receiving remuneration; 

“employer” means any person paying remuneration; 

“Income Tax Acts” means the Income Tax Acts 1970 to 1973 and any other 

enactment relating to income tax, and “income tax” means the tax 

charged under those Acts; 

“remuneration” means, subject to subsection (2A), the income defined as such 

in section 2C(2) of the Income Tax Act 1970.6 

“third party” has the meaning given in section 2AB(3); and7 

“worker” has the meaning given in section 2AA(1)(a).8 

(2) The Treasury shall make all such regulations (in this Act referred to as 

“the regulations”) as are necessary to carry the provisions of this Act 

into effect and, without prejudice to the generality of that power, such 
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regulations may provide for the assessment, charge, collection and 

recovery of income tax in respect of remuneration.9 

(2A) Regulations under subsection (2) may — 

(a) apply the provisions of this Act and the regulations to income 

other than remuneration; and 

(b) modify the definition of “remuneration” in subsection (1) 

accordingly.10 

(2B) The regulations may provide that a person who contravenes them 

commits an offence and is liable on summary conviction— 

(a) where the conviction relates to the failure of a body corporate to 

pay over income tax instalment payments to the Assessor, to a 

fine not exceeding £10,000; or 

(b) where the conviction is of any other offence created by the 

regulations — 

(i) to custody for a term not exceeding 6 months; 

(ii) to a fine not exceeding £5,000; or 

(iii) to both.11 

(3) Where any regulation conflicts with a provision of the Income Tax Acts 

that regulation shall prevail, but no regulation shall — 

(a) impose upon any employee a liability to income tax greater than 

would ultimately be the case by the mere operation of those Acts; 

(b) prejudice any right of appeal under those Acts. 

(4) The regulations may provide that an employee who is not resident in the 

Island for the purposes of the Income Tax Acts may without assessment 

be treated as if he were entitled to a single person’s allowance and 

earned income allowance. 

1A Civil penalties 

(1) Without limiting section 1, the regulations may require a person to pay a 

penalty if the person — 

(a) contravenes a provision of the regulations; or 

(b) in purported compliance with the regulations, furnishes the 

Assessor with false, inaccurate or misleading information. 

(2) If the regulations require a person to pay a penalty, they must specify the 

amount of the penalty. 

(3) Where a penalty is payable, the Assessor must give notice to the person 

required to pay it and the notice must state why the penalty is payable.12 
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(4) A penalty under the regulations is recoverable as a civil debt due to the 

Crown or to any person on behalf of the Crown for the purposes of 

section 3 of the Preferential Payments Act 1908. 

(5) Where a person is liable to a penalty under the regulations, the Assessor 

or, on appeal, the Commissioners may reduce the penalty to such 

amount (including nil) as they think proper. 

(6) In the case of a penalty reduced by the Assessor, the Commissioners, on 

an appeal relating to the penalty, may cancel the whole or any part of the 

reduction made by the Assessor. 

(7) Subject to subsection (8), an employer may appeal to the Commissioners 

against — 

(a) liability to a civil penalty under the regulations; or 

(b) a decision of the Assessor under subsection (5). 

(8) An appeal under subsection (7) may only be made on the grounds that 

the penalty is not payable or has been miscalculated. 

(9) The timing and procedure for an appeal under subsection (7) are, with 

the necessary modifications, the same as for the contesting of an 

assessment under section 87 of the Income Tax Act 1970. 

(10) Any amount received as a penalty must be paid into and form part of the 

general revenue of the Island.13 

2 Assessor’s directions 

Where in this Act reference is made to the Assessor’s directions, those directions 

may and shall as necessary for the purposes of this Act be made — 

(a) in regard to any particular case, by notice given to the person 

concerned; or 

(b) generally, and in regard to any number or class of cases, by notice 

provided for under the regulations.14 

PART 2 — DEEMED EMPLOYMENT15 

2AA Application of Part 

(1) This Part applies if — 

(a) an individual (the “worker”) has provided, or is under a 

contractual or other obligation to provide, services which are 

provided for the ultimate benefit of another (“the client”) in 

connection with a business carried on by the client; and 

(b) the conditions in section 2AB (the “conditions for deeming”) are 

satisfied. 
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(2) To avoid any doubt, this Part applies — 

(a) whether the client is an individual, body corporate, 

unincorporated body, Department, local authority or other public 

authority in the Island; and 

(b) even if the services are provided to the client — 

(i) as a trustee of a trust; or 

(ii) under any other arrangement under which the client is 

carrying on the business for someone else’s benefit. 

(3) But this Part does not apply where — 

(a) the third party is — 

(i) an agency or business to which the Employment Agencies 

Act 1975 (“the 1975 Act”) does not apply by virtue of 

section 11 of the 1975 Act; or 

(ii) an employment agency or employment business registered 

under the 1975 Act; and 

(b) the Assessor grants the agency or business exemption from this 

Part. 

(4) In this section, “business” includes a Department, Statutory Board, or 

other public authority in the Island and any undertaking (whether 

conducted with a view to profit or not).16 

2AB Conditions for deeming 

(1) The conditions for deeming are as follows. 

(2) The client — 

(a) is resident in the Island for the purposes of income tax; or 

(b) has a place of business in the Island. 

(3) The services are provided not under a contract between the worker and 

the client, but under an arrangement involving another party (a “third 

party”). 

To avoid any doubt, there may be more than one third party involved in 

the arrangements. 

(4) Assuming the services were provided, or were to be provided, under a 

contract directly between the worker and the client, the worker would 

have been an employee of the client.17 

2AC Client deemed to be worker’s employer 

For the purposes of this Act — 

(a) the worker is taken to be an employee of the client and not of a 

third party; 
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(b) the client, and not a third party, is the worker’s employer; and 

(c) the worker’s earnings are taken to have passed, or to pass, directly 

from the client to the worker and not through the hands of a third 

party.18 

2AD Deeming for 1970 Act 

(1) For the purposes of the 1970 Act any sum which a third party receives for 

providing the services is taken to be remuneration of the worker. 

(2) But if the third party charges a fee and is — 

(a) an agency or business to which the Employment Agencies Act 

1975 (“the 1975 Act”) does not apply by virtue of section 11 of the 

1975 Act; or 

(b) an employment agency or employment business registered under 

the 1975 Act; 

the fee is chargeable to income tax in the hands of that agency or 

business and not those of the worker.19 

2AE Objections 

(1) The objection provisions apply to a person notified of a decision that this 

Part applies to that person — 

(a) as if a reference in those provisions — 

(i) to an assessment were a reference to the decision; and 

(ii) to a notice of assessment were a reference to the notice 

informing the person of the decision; and 

(b) with other necessary changes. 

(2) The Commissioners’ powers under the objection provisions as applied 

under subsection (1) include the power to confirm, vary or reverse a 

decision to which an objection has been raised. 

(3) In this section, “the objection provisions” means sections 87 to 91 of the 

1970 Act.20 

2AF Relationship of charges to tax 

(1) Nothing in this Part requires a sum to be charged to income tax more 

than once (whether by virtue of this Part or otherwise). 

(2) For the purposes of computing any person’s liability for value added tax 

nothing in this Part affects the treatment of — 

(a) supplies made to the client, or 

(b) payments made by the client to the third party. 
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(3) Any remuneration or dividends paid, and any other distributions made, 

by a third party to the worker are not chargeable to income tax if (and to 

the extent that) they have already been charged to income tax as earnings 

of a deemed employment by virtue of this Part. 

(4) Any sum (other than a fee falling within section 2AD(2)) received by a 

third party in consideration for, or in connection with, the provision of 

the worker’s services is to be left out of account in computing the third 

party’s liability for income tax. 

(5) Part 16 (differential tax rates: anti-avoidance) of the 1970 Act does not 

apply to the remuneration which is taken to be that of the worker under 

section 2AD.21 

PART 3 – INSTALMENT PAYMENTS REGIME22 

2A Employer to notify Assessor before paying remuneration 

(1) An employer may only pay remuneration to an employee if — 

(a) the employer has notified the Assessor that the employer is to pay 

the remuneration to the employee; or 

(b) the employer so notifies the Assessor within 14 days of paying the 

remuneration. 

(2) An employer who has already so notified the Assessor need not re-notify 

the Assessor if further subsequent remuneration is to be paid to that 

employee or to additional employees. 

(3) Notification must be made in writing to the Assessor and must be 

accompanied by any information or documentation required by the 

Assessor. 

(4) An employer who contravenes subsection (1) commits an offence. 

(5) The regulations may make further provision for the better carrying out of 

this section. 

(6) An employer who has so notified the Assessor before this section comes 

into operation is not required to re-notify the Assessor when this section 

comes into operation.23 

3 Deductions from remuneration 

Upon any payment of remuneration by an employer he shall make such 

deduction or repayment in respect of income tax as is provided for by the 

regulations, notwithstanding that the remuneration has not been assessed to 

income tax at the time of the deduction or repayment.24 
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4 Employer’s liability 

(1) If an employer fails to deduct from an employee’s remuneration the 

amount which under the regulations he ought to have deducted, that 

employer shall pay a like amount to the Assessor as if it were for the 

purposes of this Act the amount which he ought to have deducted.25 

(2) The liability referred to in subsection (1) above is in addition and without 

prejudice to any claim or charge in civil or criminal proceedings relating 

to the facts or matters giving rise to that liability. 

5 Deductions for unpaid tax 

(1) Where an employee has not paid income tax which is due from and 

payable by him his employer shall make under this Act such deductions 

from the employee’s remuneration on account of the unpaid tax as the 

Assessor may direct.26 

(2) The Assessor’s power to make a direction under subsection (1) above 

shall be in addition to and not in derogation of his other powers to 

recover unpaid income tax.27 

6 Assessor’s powers in doubtful cases 

(1) The Assessor may, in relation to any trade or business, direct that any 

payments which are in any respect attributable to labour or services shall 

be within this Act and accordingly upon such a direction — 

(a) the payments shall be remuneration, subject to subsection (2) 

below; and 

(b) the person making the payments shall be the employer; and 

(c) the person who in the circumstances the Assessor considers ought 

to be the employee, shall be the employee.28 

(2) The Assessor may by directions consequent on his direction under 

subsection (1) above make such adjustments and apportionments as are 

necessary to secure that the payments referred to in that subsection are 

properly treated as remuneration for the purposes of this Act.29 

(3) The regulations may give the Assessor and officers in this regard 

authorised by him all such powers of enquiry and inspection as are 

necessary for the purposes of this section.30 

6A Powers of inspection 

(1) The Assessor and any officer authorised in writing by him may inspect 

the books, accounts and documents of an employer. 

(2) The Assessor and any such officer shall have every such power of entry 

and access as may be necessary for the purposes of subsection (1), and 
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may take possession of all such books, accounts and documents as, and 

for so long as, may be necessary for those purposes. 

(3) The Assessor and any such officer may take copies of all such books, 

accounts and documents in his possession for the purposes of inspection 

under this section. 

(4) Any person who wilfully obstructs the Assessor or any such officer 

acting in the execution of his powers under this section shall be guilty of 

an offence. 

(5) The powers conferred by this section shall be exercised only during 

reasonable hours and on the production by the person exercising the 

powers of written evidence of his identity and, in the case of entry to a 

dwelling, the warrant issued under subsection (8). 

(6) The power of entry conferred by subsection (2) may be exercised only if 

the Assessor or the authorised officer has reasonable grounds for 

supposing that there is to be found evidence of a contravention of, or 

failure to comply with this Act or any public document made under this 

Act. 

(7) Without prejudice to subsection (6), entry to a private dwelling shall not 

be enjoyed as of right under subsection (2) unless a warrant has been 

issued by a justice of the peace under subsection (8). 

(8) If it is shown to the satisfaction of a justice of the peace that there are 

reasonable grounds for entry of a dwelling for the purposes mentioned 

in subsection (1), the justice may by warrant under his hand authorise 

the Assessor and any officer authorised by the Assessor to enter the 

dwelling. 

(9) A warrant issued under subsection (8) shall continue in force for 14 

days.31 

7 Payments to Assessor 

(1) Where under this Act, money has been or ought to have been deducted 

from remuneration that money shall be accounted for and paid over to 

the Assessor as shall be provided for in the regulations.32 

(2) Where under this Act money has been repaid by an employer, he shall be 

entitled to repayment by the Treasury in accordance with the 

regulations.33 
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PART 4 – GENERAL34 

8 Administration 

(1) Subject to the provisions of this Act and any regulations made under this 

Act, every provision of the Income Tax Acts in aid of the administration 

of those Acts, including those provisions relating to offences and 

penalties, shall with the necessary modifications be construed and 

applied for the purposes of this Act. 

(1A) Without prejudice to the generality of subsection (1), where, in 

accordance with regulations made under this Act, any amount is certified 

or determined by the Assessor as being due to him from an employer, 

sections 98A and 98B of the Income Tax Act 1970 shall apply in respect of 

such determination as if it were an assessment and as if the amount 

certified or determined were income tax charged on the employer and 

those sections shall apply accordingly with any necessary 

modifications.35 

(1B) For the purposes of the said section 98A(1) as applied by subsection (1A), 

the amount certified or determined by the Assessor shall be treated as 

becoming due and payable on the day on which the certificate is issued 

or the determination is made.36 

(2) The Assessor shall act under the authority of the Treasury for the 

purposes of this Act.37 

(3) Any regulations made under this Act shall be laid before Tynwald as 

soon as may be after they are made and unless they are approved by 

Tynwald at the sitting of Tynwald before which they are laid or at the 

next sitting of Tynwald after the sitting of Tynwald before which they 

are laid the regulations shall thereupon become void but without 

prejudice to the validity of anything previously done thereunder or to 

the making of new regulations. 

(4) [Repealed]38 

8A Compulsory use of the Online Employer Tax Service 

(1) An employer must comply with this section unless — 

(a) the employer is exempted from such compliance under subsection 

(7); 

(b) the cumulative total of the employer’s employees in the preceding 

calendar year was less than five; or 

(c) the employer proves to the satisfaction of the Assessor that the 

employer — 

(i) does not have access to the internet; or 
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(ii) is otherwise unable, with reasonable excuse, to comply 

with this section. 

(2) For the purposes of subsection (1)(c)(ii) — 

(a) an insufficiency of funds to pay income tax is not a reasonable 

excuse; and 

(b) where reliance to comply with this section is placed on any other 

person, neither the fact of the reliance nor any dilatoriness on the 

part of the person relied upon is a reasonable excuse. 

(3) Subsection (4) applies if an obligation of an employer under the Income 

Tax Acts is capable of being complied with by the employer utilising the 

Online Employer Tax Service. 

(4) With effect from the effective date, the employer must utilise the Online 

Employer Tax Service so as to comply with the obligation. 

(5) An employer who fails to comply with subsection (4) commits an offence 

and is liable on summary conviction to a fine not exceeding £5,000. 

(6) The effective date is — 

(a) for an employer with a cumulative total of more than 100 

employees during the 2011 calendar year, 6 April 2012; 

(b) for an employer with a cumulative total of more than 10 

employees during the 2012 calendar year, 6 April 2013; or 

(c) for any other employer, 6 April 2014. 

(7) Upon receipt of an application from an employer, the Assessor may 

exempt the employer from compliance with this section if the Assessor 

considers that it would be unduly onerous for the employer to comply 

with it. 

(8) An application under subsection (7) must be in the form and manner 

required by the Assessor. 

(9) An employer may appeal to the Commissioners against a decision of the 

Assessor not to exempt the employer under subsection (7) and the 

Commissioners may confirm, vary or revoke the decision. 

(10) The Treasury may make regulations which it considers to be necessary or 

expedient for the purpose of implementing this section. 

(11) Without limiting subsection (10) the regulations may — 

(a) amend or repeal a provision of the Income Tax Acts which 

appears to the Treasury to be inconsistent with, or to have become 

unnecessary or to require modification as a consequence of, the 

regulations; and 

(b) contain consequential, incidental, supplementary and transitional 

provisions which the Treasury considers to be necessary or 

expedient. 



Income Tax (Instalment Payments) Act 1974 Section 9 

 

 

c AT 7 of 1974 Page 15  

 

(12) Regulations under subsection (10) must not come into operation unless 

they are approved by Tynwald. 

(13) In this section — 

“cumulative total”, in connection with the number of employees employed by 

an employer during a calendar year, means the total number of different 

employees so employed at any time during the year, whether or not they 

remain in such employment throughout the year; 

“Income Tax Acts” includes public documents made under those Acts; and 

“Online Employer Tax Service” means the Employer Tax Service accessible 

through — 

(a) The Income Tax Services page 

(www.gov.im/treasury/incometax/services) of the website of the 

Isle of Man Government (www.gov.im); or 

(b) Such other website address as may be made available by the 

Treasury for use by employers.39 

9 Short title and commencement 

(1) This Act may be cited as the Income Tax (Instalment Payments) Act 1974. 

(2) This Act shall come into operation when the Royal Assent thereto has 

been by the Governor announced to Tynwald and a certificate thereof 

has been signed by the Governor and the Speaker of the House of Keys 

but shall not have effect until such day as the Finance Board may by 

order appoint.40 

http://www.gov.im/treasury/income
http://www.gov.im/
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