
Minister for Finance, Paschal Donohoe, delivered the 2020 Budget today, Tuesday 8th  
October 2019.  

This Budget announcement was a rather subdued affair as the clock ticked down to the cliff edge of a No Deal Brexit.

Whilst Corporation Tax receipts exceeded expectations again, there were no giveaways as the country prepared for 
this unprecedented political event and the ensuing economic slowdown, the impact of which even the most seasoned 
forecasters were unsure of.

Any new initiatives were thin on the ground, as the Minister focused on making changes to existing tax schemes while also 
introducing some new tax rules necessitated by the European Union as part of their Anti-Tax Avoidance Directive.

Running alongside Brexit was a focus on Climate Change with the much flagged increase in Carbon Tax coming to fruition 
at an increase of €6 per tonne.

Here, we take a look at how Budget 2020 affects small businesses and the self-employed.

Budget 2020 Summary



SUMMARY

•   Earned Income Tax Credit for the self-employed increased by €150 to €1,500

•   Employers PRSI rates increased by 0.1% - from 10.95% to 11.05% and from 8.7% to 8.8%

•   Home Carer Credit increased by €100 to €1,600

•  Gift/Inheritance Tax – Group A Threshold, which covers gifts/inheritances from parents to 

their children, has been increased by €15,000

•   Research & Development Tax Credit amended to make it more attractive for SME’s to avail of 

the scheme

• Changes to KEEP Share Incentive Scheme – part time employees can now qualify for the 

incentive

• EIIS Scheme enhanced – Full Income tax relief to be provided for investors in year of investment 

and investment limits increased

•   Help to Buy Scheme extended for a further 2 years

•   Commercial Stamp Duty to rise by 1.5% to 7.5%

•   Dividend Withholding Tax to rise to 25% in 2020 with a new regime being introduced in 2021

•   The Capital Gains Tax Relief for Farm Restructuring is being extended to 2022

•   Carbon Tax has been increased by €6 to €26 per tonne



EARNED INCOME TAX CREDIT

The Earned Income Tax Credit has been increased from 

€1,350 in 2019 to €1,500 in 2020. 

Whilst any increase is to be welcomed, the self-employed 

are still €150 worse off than their PAYE counterparts. 

When the earned income tax credit was first introduced 

in 2016 it was promised that this situation would be 

equalised by 2018. The self-employed continue to face a 

tax disadvantage into 2020.

HOME CARER TAX CREDIT

The Home Carer Tax Credit is increasing from €1,500 to 

€1,600. 

This is a tax credit given to married couples or civil partners 

(who are jointly assessed for tax) where one spouse or 

civil partner works in the home caring for a dependent 

person e.g. a child.

If a company spends money on research and development 

activities, these activities may qualify for the R&D 

Tax Credit. The credit is currently calculated at 25% 

of qualifying R&D expenditure and is used to reduce 

a company’s Corporation Tax or, in cases where no 

corporation tax is due, create a refund.

The R&D credit is to be amended for micro and small 

companies to increase the 25% R&D credit to 30%. 

Also, a new provision is being introduced to allow micro 

and small companies conducting pre-trading R&D to claim 

the credit against VAT and payroll liabilities before a trade 

commences.

There will also be an increase in the amount of expenditure 

that qualifies for the relief where part of the R&D activities 

are outsourced to a university.

TAX CUTS

RESEARCH & DEVELOPMENT 
TAX CREDIT

EMPLOYMENT & INVESTMENT 
INCENTIVE SCHEME

The Employment and Investment Incentive Scheme (EIIS) 

is an income tax relief for individual investors who make 

an investment in a qualifying SME.

There are a number of changes being made to the scheme 

to make it more attractive for investors with the main 

changes being:

• Full income tax relief (40%) to be provided in the year 

in which the investment is made. This compares with 

current rules whereby 30% relief is provided upon 

the initial investment, and a further 10% is given after 

3 years from the initial investment subject to certain 

conditions;

• Currently, there is an annual investment limit of 

€150k. This will be increased from €150k to €250K 

and to €500k in the case of those who invest for a 

minimum period of 10 years.



CHANGES TO EMPLOYERS PRSI

As flagged in Budget 2018, both rates of employers PRSI 

have been increased by 0.1%.

For employees earning €386 per week or less the rate of 

Employers PRSI will increase from 8.7% to 8.8%.

For employees earning over €386 per week the rate of 

Employers PRSI will increase from 10.95% to 11.05%.

KEEP Scheme

The KEEP Scheme, which stands for Key Employee 

Engagement Programme, is designed to help SMEs retain 

and attract key employees by granting them share options 

in the company in a tax efficient manner. 

It has, however, seen a very poor take up since its 

introduction due to restrictive criteria in the original 

design of the scheme.

Budget 2020 proposes some changes to the scheme which 

it is hoped will make it more attractive to SMEs and their 

employees. The proposed changes include:

• A change in the rules to allow companies who operate 

through a group structure to qualify for KEEP

• Part-time employees and employees who move 

between group companies to qualify for the relief

• Amendments to the rules to allow existing shares to 

qualify 

CAPITAL TAX CHANGESEMPLOYERS

INHERITANCE/GIFT TAX

The Group A threshold, which covers gifts/inheritances 

from parents to their children, has been increased from 

€320,000 to €335,000.

This means that an individual can receive assets through 

gifts/inheritances valued at up €335,000 in their lifetime 

from their parents tax free.

The remaining thresholds for gifts/inheritances from other 

family members and strangers have remained unchanged.

FARM RESTRUCTURING RELIEF

The current scheme provides for capital gains tax relief 

where an individual disposes of and purchases land 

and/or exchanges land with another farmer in order to 

consolidate an existing farm. The scheme which is due 

to expire on 31 December 2019 is being extended to 31 

December 2022.



The rate of stamp duty applicable to commercial property 

transactions will be raised from 6% to 7.5% from midnight 

tonight. 

The existing 6% rate will apply to transactions completed 

before 1 January 2020 where a binding contract existed 

prior to Budget day i.e. 08 October 2019.

STAMP DUTY 

DIVIDEND WITHHOLDING TAX

Irish companies must withhold tax on dividend payments 

that they make to their shareholders. There are some 

limited exceptions to this.

The withholding tax rate is currently set at the standard 

rate of income tax, which is 20%.

From 1 January 2020 this withholding tax rate is proposed 

to increase to 25%.

A further change is proposed from 1 January 2021 

whereby a personalised rate of DWT will apply to each 

individual shareholder based on the rate of tax that they 

pay on their PAYE income. Revenue will utilise real time 

data collected under the new PAYE Modernisation system 

to calculate this personalised DWT rate.

HELP TO BUY SCHEME

The Help to Buy scheme allows first time buyers of newly 

built houses who are saving for a deposit to reclaim some 

of the income tax and Deposit Interest Retention Tax 

(DIRT) that they have paid in the previous 4 tax years.

Once all of the criteria are met the first-time buyer can 

reclaim 5% of the cost of the new house back from 

Revenue subject to a maximum refund of €20,000.

This relief was due to expire on 31 December 2019 but has 

been extended in its current format until 31 December 

2021.



BREXIT

Whilst the outcome of Brexit remains uncertain, this 

Budget was prepared with No Deal being the expected 

outcome.

The Minister announced that the Government would 

commit to a fund of €1.2 billion to respond to a No Deal 

Brexit should that eventuality arise.

The exact make up of these supports will not be fully 

known until the Brexit outcome is clear, but the Minister 

did indicate that €220 million would become available 

immediately in the event of a No Deal, the make up of 

which is as follows:

• €45 million Transition Fund 

• €42 million Rescue and Restructuring Fund 

• €8 million Transformation Fund for Food and Non-

Food businesses

• €5 million extra for Micro Finance Ireland 

• €5 million for a Local Enterprise Offices Emergency 

Brexit Fund

• €2m extra for Intertrade Ireland 

• €3m extra for Regulatory Bodies 

• €85 million will be provided for beef farmers 

• €14 million for fisheries

• €6 million for other livestock farmers and mushrooms 

sector; and

• €5 million for the food and drinks processing industry

A further €40 million has been earmarked for the tourism 

sector.

TACKLING CLIMATE CHANGE

CARBON TAXES 

As expected, the rate of Carbon Tax will increase by €6 to 

€26 per tonne.

This will hit people at the fuel pumps from midnight 

tonight, but the increases to other fuels like home heating 

oils will be postponed until May 2020 to take account of 

the heating requirements of the upcoming winter season.

VEHICLE REGISTRATION TAX (VRT)

There will be a newly introduced  Nitrogen Oxide emissions 

based surcharge on all passenger cars registered in Ireland 

for the first time from 1 January 2020. This will replace the 

existing diesel surcharge.

There will also be an extension of the current VRT relief 

for hybrids and plug in hybrid electric vehicles.

OTHER INITIATIVES

To support the climate change agenda there will be 

further changes included in the Finance Bill which include:

• Extending the 0% rate of BIK for electric vehicles to 

2022

• Amend the rules on CO2 thresholds which apply to 

Capital Allowances and VAT reclaims on Commercial 

Vehicles

• Amend the BIK rules on Commercial Vehicles from 

2023 to include an environmental rationale in the 

calculation



Income Tax       2020   2019

Top rate of tax       40%    40%

Higher rate entry point (single person)   €35,300    €35,300  

USC: 

Income of 13,000 or less is exempt, otherwise:

0.5% rate band (no change)      €12,012    €12,012

2% rate band (no change)      on the next €7,862  on the next €7,862 

4.5% rate band (no change)      on the next €50,170  on the next €50,170

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

Tax Credits:

Earned Income Tax Credit      €1,500   €1,350

Home Carer Tax Credit     €1,600   €1,500

SUMMARY OF RATES



We hope you’ve enjoyed our breakdown of the Budget 2020

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.


