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BUDGET 2017 — GENERAL COMMENT

The first Budget of the current Government was announced today, 11 October 2016, by the Ministers
for Finance, Mr Michael Noonan, and Public Expenditure & Reform, Mr Paschal Donohoe.

This Budget is introduced against the backdrop of continued steady economic growth, and with the

Government in a position to report more solid and stable public finances than has been the case since

the global financial crisis almost a decade ago. Some figures highlighting this position include;

- GDP for 2016 is forecasted to settle at 4.2% for this year, (which it can be noted is very close to
the 4.3% forecast for 2016 that was made at this time last year),

- The Department of Finance GDP forecast for 2017 is 3.5%,

- Projected 2016 budgetary deficit is 0.9% of GDP, with a forecasted 2017 deficit of 0.4% of GDP

In spite of the above, it would appear that a cautious approach has been taken with Budget 2017,

which may have been informed to some degree by the process through which a consensus approval

of the Budget must be secured by the current minority Government from Independent TDs and from

the main opposition party.

Both Ministers devoted a portion of their speeches to discussion of “Brexit”, and the effects it is
expected to have on the Irish economy. Despite extensive discussion of the risks that the planned UK
departure from the EU brings, (particularly for indigenous exporters for whom 40% of their trade is
with the UK), both Ministers failed to announce any specific new measures to deal with same.

Minister Noonan announced an intention to create a Contingency Fund in future years, and to bring
public finances to a position where the national debt is reduced to a level where it is lower than the
60% of GDP commitment that was made under the EU Stability & Growth Pact - he announced that
atarget level of 45% of GDP will be the Government’s aspiration, to be achieved by the mid-2020s.

The tax measures announced are not expected to result in a very significant change to the tax
liabilities arising for most taxpayers. By far the most substantial measure in terms of Budgetary
impact is a 0.5% reduction in the three lower USC rates, resulting in a lower liability applying to the
first €70,045 of income. This amendment will result in a maximum benefit of €350 per taxpayer.

The most noteworthy new taxation measure introduced was undoubtedly the “Help to Buy” scheme
providing an Income Tax rebate to certain first time buyers. Prospective buyers may be disappointed
to find that this relief will only apply to new builds. As such, the relief may have the unintended
effect of inflating the price of newly built homes.

Some extensions and additions to existing tax reliefs were announced, with perhaps the most
significant of these being a reduction from 20% to 10% in the Capital Gains Tax rate applying to the
sale of a business that qualifies for the CGT Entrepreneur Relief. The new 109 rate will match the tax
rate available under the corresponding UK CGT relief, although the cap on sale proceeds of €1m
remains unchanged, (the UK cap is STG£10m). This cap will remain under review by the Minister.

Oneitem that appears to have been overlooked once again is the 3% additional marginal tax rate that
applies to self employed persons’ income in excess of €100k. This inequity exists in addition to the
additional €700 of annual tax credits that will be available to employees in 2017.

Many recipients of Social Welfare payments will be delighted that in 2017 they will enjoy the first
non-pension increase since 2009. In addition, a potentially substantial means tested childcare
subsidy has been introduced, targeted at lower income households.

Overall, the Budget appears to be a broadly positive one. It has been prepared based onrobust current
and forecast economic growth figures, with public finances also reporting performance close to
projected levels. The Budget includes little by way of new stimulus measures, as it appears a decision
has been made to maintain the status quo in an economy that is performing well, rather than to risk
“rocking the boat” in any significant fashion.



TABLE OF CONTENTS

INCOME TAX QULEVIES ceveeivererinrererererireserinrereresesssesessssesssesesssesssssasssssesssssesssssesssesessssssssns 4
BUSINESS TAX CHANGES.....uuvveteeeeeresesorveveessessessssssnsessssssessssssssssaasssssasssssssssssasssassssssnssssases 6
FARMING .eiviiiiiiiiiiiiiiicicieieiiieiceceneeesesesesesesesesesesesesesesenesesesesesssenessssnsssnssessnssensnsnanansnesanenes 7
CAPITAL GAINS TAX ceeieeeverunrrereeeeerassssrsesressessessssssnsessssssessssssnssssasssssasssssssssssassssssssssnnssnases 8
CAPITAL ACQUISITIONS TAX .eveeverreriineeeeererrerrisniereeeeessersesssssesssesssssssssssssssssssssssssssssssssens 8
INDIRECT TAXATION c.ccttteieuneeeteeeeereeeaneneeeneeeseseaeeneeeteaesssesssesnnstenesssesasssannestensassassssssnne 9
SOCIAL WELFARE BENEFITS....cc000etiererernvereeeeeesessrsssrressssssasssssssssssssssssssssansassassssssssssnssseanes 10
OTHER PRINCIPAL MEASURES ..veeeeeiererrrunvrveareeesasesorsmsessssssasssssssssssssssssassssssssssssssssassssssnnes 12
APPENDIX A — CHANGES IN NET INCOME.....ueuueeteeeierereeeieneeereeeiereeernensreseseresessssnsnsrasssssssnns 15
APPENDIX B — INCOME TAX CREDITS . cccc0eeeeererenvrrreeeressssrorsrvessssssasssssssesssssssssssssssssssssssssses 16
APPENDIX C — UNIVERSAL SOCIAL CHARGE & PRS1......uuvirirreiiiriereiirireeeeiereseriinveessesnenas 16
APPENDIX D — INCOME TAX RATES AND BANDS......uutttiereireeeneneeerenrererenenereeesenaneessessneeens 17

N.B. This summary is intended for client information only. The contents are of a general nature
and should not be used as a basis for making decisions. Specific advice should be sought from
Conor Dillon, Liam Farrell, Brian Little, Liam Murphy or Rosaleen Harrison.



INCOME TAX & LEVIES

TAX CREDITS, RATES, BANDS AND EXEMPTIONS:

The Standard Income Tax rate will remain at 20%, and the Marginal Income Tax
rate will remain at 40%.

The cut-off point at which taxpayers’ income tax rate increases from the Standard
Rate to the Higher Rate, and age exemption limits have not changed from the levels
at which they were for 2016.

The Earned Income Credit, introduced in 2016 for self-employed individuals and
business owners who do not qualify for the existing PAYE tax credit, has been
increased from €550 to €950 per annum.

The Home Carer Tax Credit has been increased from €1,000 to €1,100 per annum.

Loan Interest Relief for Rented Residential Property

The deduction available for qualifying interest payments against rental income
from a rented residential property, is being increased from 75% to 80%. This will
increase by 5% each year thereafter until it reaches 100%. This measure will apply
to both new and existing mortgages.

UNIVERSAL SOCIAL CHARGE, (USC):

A number of changes are proposed to all USC rates and bands. The revised
figures for 2017 will be as follows;

1 Incomes of €13,000 or less will be exempt from the USC, otherwise;

2017 Band 2016 Band 2017 rate 2016 rate
Up to €12,012 Up to €12,012 0.5% 1%
€12,013 - €18,772 €12,013 - €18,668 2.5% 3%
€18,773 - €70,044 €18,669 - €70,044 5% 5.5%
€70,045 - €100,000 €70,045 - €100,000 8% 8%

0 PAYE Income in excess of €100,000 will remain subject to 896 USC
0 Self-employed Income in excess of €100,000 will remain subject to 11%
uUSsC
1 USC for Medical Card holders with income of €60,000 or less will be capped
at2.5%
1 USC for individuals over 7o years of age whose income is €60,000 or less
will be capped at 2.5%

HELPTO BUY

An income tax rebate incentive is being introduced to assist first time buyers of
new homes. It will consist of a rebate of income tax paid over the previous four
years amounting to up to 5% of the purchase price subject to a maximum level of
€20,000, (i.e. a maximum purchase price of €400,000).

Where new homes are acquired for between €400,000 and €600,000 the
maximum relief (i.e. €20,000) will continue to be available. Where new homes are
acquired for more than €600,000, no relief will be available.

The house must be a new build and applicants must take out a mortgage of at least
80% of the purchase price. This scheme will run until the end of 2019.

EFFECTIVE DATE

o1/o1/2017

o1/o1/2017

o1/o1/2017

o1/o1/2017

19/07/2016



DEPOSIT INTEREST RETENTION TAX

Deposit Interest Retention Tax will be decreased for all relevant savings and
investment accounts by 2% each year for the next 4 years until it reaches 33%. There
was no announcement made in relation to the 41% exit tax charge on investment
undertakings.

LIVING CITY INITIATIVE

The Living City Initiative is being amended to encourage an increase in the take-
up of the scheme. This involves extending the availability of the scheme to
landlords, while for residential applicants it removes the restriction on the
maximum floor size of the property, removes the requirement that the property
must have been previously used as a dwelling, and reduces the minimum amount
of expenditure needed to qualify.

FOREIGN EARNINGS DEDUCTION

This relief is being extended until the end of 2020 and qualifying countries are
being extended to include Colombia and Pakistan. The minimum number of days
for travel is being reduced from 40 days per annum to 30 days per annum.

SPECIAL ASSIGNEE RELIEF PROGRAMME
This relief is being extended for a further 3 years until the end of 2020.

RENT A ROOM

The ceiling for exemption from income tax for income received from the letting of
aroom or rooms in a person’s principal private residence is being increased from
€12,000 t0 €14,000.

FISHERS TAX CREDIT

A new tax credit is being announced for fishers to assist the viability of the fishing
sector. Fishers who have fished for wild fish or wild shellfish for at least 80 days in
ataxyear can claim anincome tax credit of €1,270 per annum. It will shelter €6,350
of income annually which equates to the seafarer’s exemption.

o1/o1/2017

o1/o1/2017

o1/o1/2017

o1/o1/2017

o1/o1/2017

o1/o1/2017



BUSINESS TAX CHANGES

CORPORATION TAX
The Minister confirmed that there would be no changes to the headline
Corporation Tax rates.

The rates of Corporation Tax, therefore, will remain as follows;

1 12.5% for trading income, applying to income arising from an active trade, &

T 25% for passive income, applying to investment income such as deposit
interest, foreign income, rents, royalties etc.

CGT ENTREPRENEUR RELIEF

The Revised Entrepreneur Relief, announced in Budget 2016, is improved by
reducing the rate of CGT applicable from 20% to 10%. There is no change to the
limit of €1m for qualifying chargeable gains.

HOME RENOVATIONS TAX CREDIT
The Scheme has been extended for two more years to allow for expenditure in the
years ended 315 December 2017 and 31% December 2018.

START YOUR OWN BUSINESS RELIEF
The Start Your Own Business relief, first announced in Budget 2014, is extended for
two years to run until the end of 2018.

ACCELERATED CAPITAL ALLOWANCES FOR INVESTMENT IN ENERGY EFFICIENT EQUIPMENT

The accelerated capital allowances for investment in energy efficient equipment
which allows full relief to be claimed in year one of investment is to be extended
to sole traders and non-corporates.

Effective Date

o1/o1/2017

T.B.A.

o1/o1/2017



FARMING

FLAT-RATE ADDITION

The farmers’ VAT flat rate addition for non VAT registered farmers will increase
from 5.2% t0 5.4%

FARM RESTRUCTURING RELIEF

The existing farm restructuring relief, a relief for Capital Gains Tax for farmers
selling land in order to purchase other land for the purposes of restructuring their
farm, is to be extended to 31t December 2019. The rules have not changed and the
sale and purchase or exchange must be certified by Teagasc as being for farm
restructuring purposes.

ACCELERATED CAPITAL ALLOWANCES FOR INVESTMENT IN ENERGY EFFICIENT EQUIPMENT

The accelerated capital allowances for investment in energy efficient equipment
which allows full relief to be claimed in year one of investment is to be extended
to sole traders and non-corporates.

FARMER’S INCOME AVERAGING

At present the Farmer’s Income Averaging scheme allows farmers to average
profits for Income Tax purposes over five years. This normally gives farmers a
more consistent Income Tax liability each year. This is being amended to allow
farmers having a particularly poor year to “step out” of income averaging and pay
tax on a current year basis, any deferred tax liability will become payable in
subsequent years. This can be applied to the 2016 tax year.

STOCK RELIEF
The existing stock relief extension to 31 December 2018 will remain in place with
no changes.

STAMP DUTY

The exemption from Stamp Duty for young trained farmers was extended to 31

EFFECTIVE DATE

o1/o1/2017

o1/o1/2017

o1/o1/2017

































