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Introduction
The 2018 Budget was introduced by Minister for Finance & Public Expenditure and Reform, Paschal Donohoe on 10th October
2017.

Economic growth
The Budget was presented against a background of continuing economic growth and an economy which is approaching full
employment. The Budget is almost a balanced one, which means that our national debt may finally have peaked, though
remains at a still massive €200bn. If international interest rates increase, as will almost certainly occur, then our balanced
budgets will be in jeopardy. Similarly, any downturn in economic activity will hit tax revenues.
Government expenditure is much harder to reduce, as we saw following the recent economic collapse. However, the Minister
appears to be confident that this situation will not arise in the coming years, stating as he did that budgetary expenditure for
future years will be linked to growth in the economy. He expressed confidence that the economy will continue to grow for the
foreseeable future, though he did caution about the uncertainty arising from Brexit, US tax policy and other World events
outside our control.

Budget decisions
As for specifics, the most note-worthy change for commercial property owners will be the trebling of stamp duty with effect
from midnight tonight, from 2% to 6%.
The introduction of a new share based incentive scheme (KEEP) will facilitate the taxation of share disposals at the CGT rate
rather than the income tax rate (now 48.75% on incomes up to €75,000).
For income tax-payers in general, the increase in the standard rate threshold for an individual, from €33,800 to €34,550, is
welcome, as are the modest reductions of 0.25% and 0.5% in the rates of USC. We Irish still hit the top tax rate at earnings
levels more than €10,000 below the UK threshold. The Minister signified his intention to amalgamate USC with PRSI in the
future. The earned income credit is to increase to €1,150.
Ireland is well behind most EU countries in the rate of transfer from diesel and petrol engine vehicles to electric ones. The
Minister announced an exemption from benefit in kind, for just one year, in relation to the provision by a company of an
electrically propelled motor vehicle to its employees. This is welcome, but a lot more needs to be done to persuade drivers to
rely on such vehicles for everyday transport. A one-year exemption is unlikely to have companies rushing to commit to a large
medium-term investment!
Quite a lot of resources are to be allocated to improving the supply of housing. About €2bn is being allocated to the direct
provision of social housing through local authorities, the housing assistance scheme and other targeted allocations. €750m is to
be provided to a new fund called House Building Finance Ireland, for which the funds will come from NAMA (which is being
wound down over the next few years).
The vacant site levy is being increased from 3% to 7% and if developers continue to hold undeveloped land through 2019 they
can end up paying a cumulative levy of 10%.
In general, we welcome the Minister’s approach, which sets out a policy framework for the next several years, rather than the
one-year approach which was a feature of previous Budgets.
If you want specific advice in relation to taxation or other financial matters, please contact us as we will be pleased to help.
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Social welfare
All social welfare payments will increase by €5, commencing in
March 2018. The social welfare Christmas bonus will be paid in
December 2017 at 85% of the usual rate. The earnings
disregarded for jobseekers benefit and single parent family
payment will increase by €20 weekly.
Sugar tax
The will be 30 cent tax per litre on sugary drinks with 8 grams of
sugar per 100ml. A rate of 20 cent per litre will apply to drinks
with between 5 grams and 8 grams of sugar per 100ml. The
measure will apply from April 2018.

Summary of Budget 2018 changes (see page 4 for table)
Income tax
Increase in the standard rate tax bands for all earners, increases in
the home carers tax credit and the earned income tax credit
(entrepreneurs credit).
Decrease in USC rates and extension of USC relief for medical card
holders for further two years.
Overall, the marginal tax rate on incomes up to €70,044 is reduced
from 49% to 48.75%.
Benefit-in-kind on electronic vehicles will be 0% for one year.
Corporation tax
The rates of corporation tax remain unchanged. Changes to capital
allowances on intangible assets will see a limitation of 80% of the
relevant income. Accelerated capital allowances for Energy Efficient
Equipment have been extended.
Stamp duty
The major change seen in the budget was the increase of stamp
duty on commercial properties from 2% to 6%. Residential
properties remain unchanged. In addition, consanguinity relief is
extended in certain cases.

Prescription charges
Prescription charges are to be reduced for those with a medical
card under the age of 70 from €2.50 to €2 per item. The monthly
cap is decreased from €25 to €20. The threshold for the drugs
payment scheme will be reduced from €144 to €134.
Capital acquisitions tax
No changes were announced in relation to the CAT rate or
thresholds from last year’s increases. Solar farms will continue to
be classified as agricultural land with a restriction of 50 per cent
of the total farm acreage.
Capital gains tax
The seven-year period for which land and buildings must be held
in order to qualify for CGT exemption is now reduced to a
minimum of four years. The Finance Bill, which will be published
at the end of next week (Thursday, 19th October 2017), will
provide more clarity in relation to this and other matters
outlined in Budget 2018.
An incentive is being introduced to facilitate the use of sharebased remuneration by unquoted SME companies to attract key
employees. Gains arising to employees on the exercise of KEEP
share options will be liable to Capital Gains Tax on disposal of the
shares, in place of the current liability to income tax, USC and
PRSI on exercise. This incentive will be available for qualifying
share options granted between 1 January 2018 and 31 December
2023.

VAT
There are very little changes in VAT. VAT on the use of sunbeds will
rise to 23% as the government seeks to reduce the use of these
services in line with the National Cancer Strategy.
Charities may be entitled to a VAT refund on a proportion their
inputs in 2019 for purchases in 2018.
Brexit loan scheme
Up to €300m will be available for SME’s to assist with short term
working capital needs.
Excise duty
A packet of cigarettes will increase by 50 cent, and a 25 cent
increase for roll your own tobacco effective from midnight tonight.
There are no changes to alcohol, petrol or diesel.
Disclaimer
The information provided in this document should only be used as a guide and does not constitute formal professional advice. No action should be taken on
the basis of this document. All information and taxation rules are subject to change without notice. No liability is accepted for any action taken in reliance on
the information in this document.
We recommend that professional advice is sought on a case by case basis. Please note, we are not legal advisors therefore separate legal advice should be
sought.
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