Budget 2018 Summary
Minister for Finance, Pascal Donohoe, delivered his first budget in his new role today, Tuesday the 10th
of October 2017.
With Fine Gael backbenchers, their Independent Alliance colleagues in Government and Fianna Fail,
through the confidence and supply agreement, all to be satisfied the Minister had a very delicate
balancing act to undertake.
In the end he announced a budget package of approximately €1.1 billion in tax cuts and spending
increases.
Here we take a look at how it affects small businesses and the self-employed.
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SUMMARY
•

Income tax credit goes up for the self-employed: €200 tax saving.

•

USC rates cut: 2.5% rate is cut to 2%, the 5% rate is cut to 4.75% – tax
saving of €140 for those on average industrial wage.

•

USC: Second rate band increased by €600 to €19,372.

•

20% income tax threshold increased to €34,550 for a single person and
€69,100 for a married couple – tax saving of €150 for a single person, €300
for married couple.

•

Home Carer Tax Credit increased by €100 to €1,200 in 2018.

•

Landlords can now deduct up to €5,000 in pre-letting expenses of a revenue
nature against rental income.

•

Employers PRSI on the rise: Both rates to increase by 0.1% in 2018 with a
further 0.1% rise following in 2019 and 2020.

•

Share based remuneration: New KEEP scheme introduced for Share Options
whereby gains will be exempt from Income Tax but will be liable to Capital
Gains Tax.

•

Minimum Wage set to rise by 30 cents an hour to €9.55 from 01 January
2018.

•

Stamp Duty on non-residential property transactions triples from 2% to 6%
effective midnight October 10th.

•

Mortgage Interest Relief extended to 2020 but the relief will be tapered from
2018-2020.
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TAX CUTS

LANDLORDS

Earned Income Tax Credit

Increased Tax Deductions

The Earned Income Tax Credit has been
increased from €950 in 2017 to €1,150 in
2018. This means the self-employed are
€500 worse off than their PAYE counterparts
and it had been promised that this position
would be equalised by 2018.

In order to encourage more housing stock
on to the rental market a deduction of a
maximum of €5,000 per property for preletting expenses of a revenue nature will be
allowed.
This could result in a potential tax saving of
approximately €2,438.

Increase in the 20% Tax Band
The amount of income you can earn which
is taxed at the lower rate of tax has been
increased from €33,800 to €34,550 for a
single person and from €67,600 to €69,100
for a married couple.

Budget 2018 addresses the
shortage of rental properties with

Universal Social Charge Rate Cut

tax breaks for landlords. These

The 2.5% rate of USC has been reduced by
0.5% to 2%.

per property for pre-letting

include a deduction of up to €5,000
expenses.

The 5% rate of USC has been reduced by
0.25% to 4.75%
The second rate band i.e. 2% band in 2018
has increased by €600 to €19,372

Under current rules the vast majority of
these types of expenses could not be used
to reduce your tax bill on a rental property.

The 11% rate for self-employed income over
€100k remains in place also.

As announced and approved in last year’s
Budget the amount of mortgage interest you
can deduct on a residential investment
property will increase from 80% to 85% in
2018.

There was good news for many tax
payers with cuts to the Universal

This means an additional €5 tax deduction
for every €100 spent on mortgage interest in
2018.

Social Charge. However, the 11%
rate for self-employed people who
earn over €100k is unchanged.
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As a result, in a scenario where an
employee believes in the growth potential
of a small firm, share options could be used
to increase the value of a job offer without
the downside of an Income Tax burden for
the employee when the shares are acquired
with any tax bill being postponed until the
shares are disposed of.

EMPLOYERS
PAYE Modernisation
Whilst not specifically referred to in the
Budget Day speech, from 01 January 2019
a system of real time reporting for payroll
deductions from employees will be
introduced in Ireland. This new regime is
being introduced on foot of a consultation
process announced in last years budget.

This new incentive is initially to apply to
share options granted between 01 January
2018 and 31 December 2023.

This will mean that employers large and
small will need to report detailed
information to Revenue on the amounts paid
to and taxes withheld from their employees
on every occasion that they run their payroll
throughout the year be it weekly, fortnightly
or monthly.

Employers PRSI
In order to fund spending increases on
education the Employers PRSI will be
increased by 0.1% from 01 January 2018.
This will result in the lower rate being raised
from 8.5% to 8.6% and the normal rate
being increased from 10.75% to 10.85%
Future increases of 0.1% per annum for
2019 and 2020 were also flagged by the
Minister subject to an independent review of
the National Training Fund.

Key Employee Engagement
Programme (KEEP)
A share based remuneration incentive is
being introduced form 01 January 2018 to
assist SME’s to attract and retain key
employees.
Many young ambitious companies’ can find
it impossible to match the salary packages

The Home Carer Tax Credit has

on offer from large multinationals when
competing for key staff.

been increased by €100 to €1,200.

This new incentive will reduce the tax burden
on an employee receiving share options in
an unquoted company by ensuring that any
increase in value of the shares on offer will
be subject to CGT only and no portion of the
gain will be liable to Income Tax, USC and
PRSI which is currently the case.

Minimum Wage
The national minimum wage will increase
from €9.25 per hour to €9.55 per hour in
2018.
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BIK ON ELECTRIC VEHICLES

STAMP DUTY

New Rate

Increase in non-residential rate

A 0% rate of BIK on electric vehicles will be
introduced for 1 year from 01 January 2018.

It was announced that the rate of Stamp
Duty on Non-Residential Property i.e.
Commercial Property transactions will
triple from 2% to 6%.

There will also be an in depth review of the
BIK on all motor vehicles in advance of next
year’s budget.

This increase will take effect from Midnight
October 10th 2017.
It is hoped that this will encourage
developers to embark on more residential
rather than commercial building projects to
try and ease the housing crisis.

CAPITAL TAX CHANGES
Capital Gains Tax
Finance Act 2012 introduced a relief from
CGT whereby land or buildings acquired
between 7 December 2011 and 31
December 2014 would be exempt from CGT
if the land/building was held for 7 years.

VACANT SITE TAX
Vacant Site Tax
The vacant site tax, which imposes a levy on
land banks which are being stored by
developers/investors, was announced in
previous budgets to come in to effect on 01
January 2019.

The Minister announced today that
qualifying properties could now be sold
between the fourth and seventh
anniversaries of their acquisition and still
enjoy the full exemption from CGT.

While the commencement date has not
changed the Minister announced that the tax
will now be imposed at a rate of 3% in 2019
as was expected but that the rate will more
than double to 7% in 2020.

Agricultural Relief/Retirement Relief
It was announced that agricultural land used
for solar panels will still be classified as agricultural land for the purposes of
agricultural relief from Capital Acquisitions
Tax and retirement relief from Capital Gains
Tax.

In practical terms what this means is any
land that is liable to the levy that is not
developed in 2018 will face a 3% tax in
2019. If the land remains undeveloped
through 2019 then they will face a further
7% tax in 2020 meaning a 10% levy in total
over both years.

This is subject to a restriction that the
amount of farmland used for solar
infrastructure is restricted to 50 per cent of
the total farm acreage.
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MORTGAGE INTEREST RELIEF

EXAMPLES

Extension to 2020

Matthew is a single, self-employed carpenter
earning €55,000 per annum.

The Mortgage Interest Relief was due to
expire in 2018 but has been extended for
certain individuals for a further two years to
2020. Those who bought a house between
2004 and 2012 will continue to get tax
relief on the mortgage interest that they pay
but will only get relief at 75% of the existing
relief in 2018, 50% into 2019 and 25% in
2020.

TAX SAVING
Increase in Earned Income Credit		

200

Increase in Rate Band

150

Reduction in USC

140

Total income tax savings

BREXIT

€490

Vincent and Claire are married with one
child. Claire is a self-employed graphic
designer earning €45,000. Vincent works in
the family home.

New Loan Scheme to be Introduced
A new fund worth €300 million has been
created which will provide loans at
competitive rates to assist businesses who
are most at risk of any Brexit fallout with
their short term working capital needs.

TAX SAVING

EXCISE
Cigarettes, Diesel and Petrol

Increase in Earned Income Credit		

200

Increase in Home Carer Credit

100

Increase in Rate Band

150

Reduction in USC

116

Total income tax savings

The price of a packet of cigarettes has
increased by €0.50 cents. The price of
diesel, petrol and alcohol remains the same.

€566

David and Niamh are married. Both are
employees, earning €45,000 and €35,000
respectively.

SUGAR TAX

TAX SAVING

As expected a Sugar Tax has been
introduced. Sugar sweetened drinks will be
hit with a tax of 20 cents per 100ml or 30
cents per 100ml depending on the level of
sugar content.

Increase in Rate Band

300

Reduction in USC

207

Total income tax savings
6

€507

SUMMARY OF RATES
Income Tax						2017				2018
Top rate of tax					

40% 				40%

Higher rate entry point 				

€33,800 			

€34,550

USC: Income of €13,000 or less exempt, otherwise
0.5% rate band (no change) 			

€12,012			 €12,012

2.5% rate band (reduced to 2%) 			

on the next €6,760 		

on the next €7,360

5.0% rate band (reduced to 4.75%) 		

on the next €51,272

on the next €50,672

8% rate band (on excess over €70,044)		 income> €70,044 		

income > €70,044

€11% rate band (self-employed +€100k)

income > €100,000

income > €100,000
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We hope you’ve enjoyed our breakdown of the Budget 2018
announcements and found this summary useful. Our teams are on hand
to help. Please speak to us if you’d like to discuss how the latest
announcements will impact your small business.
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