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The tax measures in Budget 2017 involve 
a variety of modest adjustments spread 
across the taxpayer population. These 
changes are mainly in the personal tax 
sphere with only targeted measures 
proposed for certain corporate sectors.

Despite the Minister for Finance calling for a prudent approach 
and the uncertainty caused by the creeping shadow of Brexit 
and volatile sterling exchange rates, Budget 2017 will still 
deliver a fiscal adjustment of €1.3bn. However, the Budget 
package favours public spending increases over taxation cuts by 
over three to one.

To reduce or eliminate the impact of future economic shocks, 
a contingency fund will be set up, once the budget returns to 
surplus (expected after 2018), into which the Government will 
set aside an amount of up to €1 billion annually. In addition, the 
Government has targeted a new domestic debt to GDP ratio of 
45% to be reached by mid-2020s from current target of 76% of 
GDP at the end of 2016.

This year’s Budget continues to reverse many of the tax 
increases and social welfare cuts of years past. In particular as 
envisaged in the agreement with the main opposition party, 
Budget 2017 focuses on unravelling the Universal Social Charge 
(USC) on low and middle income earners that contributed 
most to the exchequer in its time of need. €335m of the 
Government’s tax package will facilitate a 0.5% reduction in USC 
rates on earnings up to €70,045. 

Whether the reduction in USC rates relieves some of the upward 
pressure on demands on businesses for pay rises and thus 
maintain cost competitiveness remains to be seen.

The previous Government observed that taxpayers in 
comparable situations should pay comparable amounts of tax. 
It began the process of introducing a tax credit for the self-
employed and farmers to match the employee tax credit given 
to PAYE workers. While Budget 2017 increases this new credit 
by €400 to €950 it remains €700 short of the equivalent PAYE 
tax credit. Furthermore no attempt was made to eliminate the 
3% discrepancy in marginal tax rates.

No doubt cognisant of competitive threats posed by a post-
Brexit UK, businesses will welcome the Government’s decision 
to halve the 20% rate of capital gains tax (CGT) on disposals of 
qualifying assets under the revised entrepreneur relief to 10%. 
Unfortunately the opportunity was not taken in Budget 2017 to 
increase the lifetime limit of €1m. Despite indicating that this 
will be reviewed in future Budgets, this limit acts as a real brake 
on what can be a complex relief and significantly reduces its 
attractiveness.

On the housing front, a number of taxation measures were 
announced. The most significant of these is the introduction of 
an income tax rebate to assist first time buyers of new homes to 
fund deposits required under Central Bank rules. Hard-pressed 
borrowers seeking to take their first step on the property ladder 
will no doubt welcome the 5% rebate up to a maximum relief of 
€20,000, assuming of course they paid sufficient income tax 
(not USC). In targeting new builds until 2019, the scheme is 

Budget 2017 Overview
Kevin McLoughlin, Head of Tax Services
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clearly aimed at encouraging demand for affordable new builds 
rather than stoke up competition amongst the many first-time 
buyers staking out used properties. Details of the operation 
of the scheme are awaited. The package of measures also 
includes an extension of the Home Renovation incentive until 
31 December 2018 and an increase in the rent-a-room relief 
income limit to €14,000 from 2017.

Landlords will welcome the partial reversal of 2009’s 25% 
restriction in interest deductibility although increasing 
market rents will likely encourage landlords to remain in the 
rental property sector. However, the decision to phase in the 
restoration of 100% relief over five years will be disappointing 
for those who are heavily leveraged, in particular outside 
main urban areas. Landlords will also now be able to access 
accelerated allowances under the Living City Initiative following 
its recent review.

No doubt with one eye on the ‘grey’ vote, Budget 2017 contains 
a €5 per week increase in the state pension. Pensioners will 
also welcome the €5 reduction in the monthly €25 cap on 
prescription charges for over 70s, albeit with effect from 1 
March 2017 as well as the signalled reduction in DIRT rates. 

No October budget can pass without some revenue raising 
measure. Budget 2017 envisages raising €65m from 
additional excise on tobacco. An additional €50m is expected 
to be collected from previously published amendments 
addressing certain Irish property related transactions involving 
securitisation companies and yet to be announced targeted 
measures for funds investing in Irish property. 

Budget 2017 
Overview
(continued)

“Whether the reduction in USC 
rates relieves some of the upward 
pressure on demands on businesses 
for pay rises and thus maintain cost 
competitiveness remains to be seen.”

The Government has also pencilled in a further €80m from 
audit and investigation activities and announced that from 
1 May 2017 owners of offshore accounts will be denied the 
opportunity to make qualifying disclosures to Revenue and thus 
will no longer benefit from the reduced penalties arising from 
such disclosure.

One aspect of this year’s Budget is the announcement of many 
future consultations and intended measures in subsequent 
years. Businesses will await with interest a new SME focused 
share based incentive scheme to be introduced in Budget 
2018, but will be wary of the possible hidden costs of any move 
to a ‘real-time’ PAYE system. The soft drinks industry will no 
doubt actively engage in the Government consultation on the 
proposed introduction of a sugar-sweetened drinks tax from 
April 2018 and charities will discuss with the Government the 
possibility of obtaining VAT compensation. Individual mortgage 
holders also await the details in Budget 2018 of the extension 
of mortgage interest relief beyond 2017 to 2020.

The Minister for Finance announcements are the first steps on a 
new road by a new Government, a budgetary route that would, 
at the outset, appear to be relatively free of political landmines.
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The Minister also stated that the Government was publishing an 
update on its International Tax Strategy document. 

This is the second annual update and highlights the 
Government’s firm commitment to competitiveness in the 
context of an ever changing international landscape, including 
Brexit. This includes certainty around the 12.5% corporation 
tax rate, an evaluation of the beneficial impact the research and 
development (R&D) tax credit has had and improvements to the 
Knowledge Development Box (KDB) for smaller companies. 

The document notes that Ireland will continue to engage 
fully in discussions around the European Commission’s 
Common Consolidated Corporate Tax Base (CCCTB) Directive. 
It notes however that taxation remains a sovereign decision 
of each Member State and it continues to disagree with 
any harmonisation of tax rates, including the potential 
encroachment of state aid rules into the core Member State 
competence of taxation. 

A detailed EY Tax Alert is available on the International Tax 
Strategy update. 

International tax 
strategy update
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Review of 
corporation tax code

An independent economist has been appointed to carry out a 
review of the code by the end of June 2017.

The terms of reference are:

• achieving the highest international standards in tax 
transparency, including in the automatic exchange of 
information on tax rulings with other relevant jurisdictions, 
having regard to benefits which may accrue to developing 
countries from enhancing global tax transparency; 

• ensuring that the corporation tax code does not provide 
preferential treatment to any taxpayer; 

• further implementing Ireland’s commitments under the 
Organisation for Economic Co-operation and Development’s 
Base Erosion and Profit Shifting (BEPS) project to tackle 
harmful tax competition and aggressive tax planning; 

• delivering tax certainty for business and maintaining the 
competitiveness of Ireland’s corporation tax offering; and, 

• maintaining the 12.5% rate of corporation tax. 

Consultation with stakeholders is anticipated to form part of the 
process.
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Universal Social Charge (USC)

The 0.5% reduction in the lower USC rates was well flagged. With 
a focus on lower income and the ‘squeezed middle’ taxpayers, 
Budget 2017 will see a 0.5% decrease in the 1%, 3% and 5.5% 
USC rates as well as a minor decrease in the former 3% band 
in line with the increase in the national minimum wage. These 
reductions will translate to maximum saving of €353 per annum 
for individuals earning up to €70,044. As in last year’s Budget, 
those earning over €70,044, continue to be liable to a top USC 
rate of 8%, however contrary to pre-Budget speculation, the 
Minister did not opt to claw back any of the savings from higher 
earners.

The Minister has signalled his intention to abolish the USC over 
the medium/long term.

Home carer’s credit

Budget 2017’s focus on families saw the home carer’s credit 
being increased for a second year in a row to €1,100.

The home carer’s credit is available to married couples/civil 
partners where one spouse/partner cares for a ‘dependent 
person’. A dependent person is a child for whom child benefit is 
received or, a person aged 65 years or more or, a person who 
is permanently incapacitated. In addition to the increase in the 
credit, a home carer is also entitled to earn up to €7,200 in his/
her own right without impacting on the entitlement to the credit.

These measures along with the affordable childcare scheme 
also announced in the Budget, are positive steps in supporting 
families. 

Income tax
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Income tax 
(continued)

Earned income credit

A further step was taken to better align the tax treatment of 
the self-employed and employed through an increase in the 
self-employed earned income credit from €550 to €950. The 
earned income credit is available to the self-employed and 
business owners/managers who are ineligible for the PAYE 
credit, which is worth €1,650 to an employee. While the €400 
increase is a welcome step, it is less than the €550 that might 
have been expected which would have allowed the earned 
income credit to be brought into line with the PAYE credit in 
three equal increments.

However, the USC surcharge of 3% on self-employed income 
in excess of €100,000 remains in place. As a result, the self-
employed continue to be subject to a top marginal tax rate 
(including USC) of 55% compared to 52% for employees. It was 
expected that further steps would have been taken to ‘equalise’ 
the tax rates of these groups. It is to be hoped that this disparity 
will be addressed in future budgets. 

Special Assignee Relief Program (SARP) and Foreign 
Earnings Deduction (FED)

The extension of SARP relief for a further three years to 2020 
was a welcome announcement. When the conditions are 
met, the relief allows an overseas executive or employee to 
exempt 30% of their employment income, above a threshold of 
€75,000, from income tax for a maximum of five years. This 
helps make Ireland a more attractive location as it mitigates 
against the high marginal tax rates that would otherwise be in 
place.

The Foreign Earnings Deduction was introduced to encourage 
Irish companies to seek out new markets in emerging 
economies. It is given as a deduction from taxable income. FED 
is being extended until 2020 and the list of qualifying countries 
has been increased to include Columbia and Pakistan. This 
brings the number of qualifying countries to 30 from 2017. The 
minimum number of foreign work days needed to qualify for the 
deduction has also been reduced from 40 to 30 days per year, 
which will allow more employees to qualify for the relief.

PAYE Modernisation

In what is likely to be a significant change to the administration 
of the tax system, the Minister announced the launch of a 
consultative process in relation to the modernisation of the 
PAYE system. Although the PAYE system is very effective in 
collecting employment taxes, it is more than 50 years old and 
does not reflect changes in the way people work today, or in 
technology. 

The changes to the new system, which are not due to come 
into effect until 1 January 2019, will give the Revenue 
Commissioners ‘real time’ information in relation to payments 
made to employees. Instead of waiting until after the year end 
to report this information on Form P35, employers will now 
report this information at the time the payments are made. It 
is expected that the changes will eliminate a lot of paper from 
the system, for example, Forms P35 and P60 will no longer 
be used. Instead it is envisaged that the final payroll of the 
year will automatically generate a report for both employer 
and employee, thereby eliminating the current post year end 
routines and deadlines.
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Income tax 
(continued)

It will take time for employers to adapt to the new system and 
the Revenue Commissioners have undertaken to consult widely 
in advance of its introduction. A similar scheme was introduced 
in the UK in 2014, and thus far has been largely successful, a 
key factor in this success being the widespread consultation and 
pilot testing which preceded the launch. It will be critical that 
the Revenue Commissioners engage with all stakeholders well 
in advance of the launch date, and take on board employers’ 
suggestions and concerns. The consultation period runs from 
11 October to 12 December 2016, which may be too short for 
stakeholders to fully comprehend and respond to the proposed 
changes, and coincidentally falls at a time when most payroll 
departments and personal tax agents will be at their busiest.  
It is to be hoped that the consultation period will be extended so 
as to provide for a truly effective consultation process.

Employee share participation

The Programme for Government includes a commitment to 
review the taxation treatment of employee share schemes 
and to introduce a new scheme that will benefit employees of 
small and medium sized enterprises (SMEs). The Department 
of Finance conducted a consultation process on this topic 
earlier in 2016, leading to widespread expectation that the 
Minister would introduce some changes in the Budget. Although 
the Minister did announce his intention “to develop a new, 
SME focussed share based incentive scheme”, this will not be 
introduced until Budget 2018 and will not therefore be effective 
until 2018 at the earliest. Any such scheme will also require the 
approval of the European Commission to ensure that it complies 
with State Aid rules.

While the delay in introducing the scheme is disappointing, it is 
far more disappointing that the Minister, despite acknowledging 
the benefits of employee share participation, has not taken 
the opportunity to make wider changes to the tax treatment of 
employee share awards. The present treatment is penal in many 
respects and does little to encourage employees to become, and 
to think and act, as shareholders in the business.

Start your own business

Individuals who have been long-term unemployed for at least 
15 months prior to starting their own business as a sole trader 
can claim a two-year income tax exemption up to a maximum 
of €40,000 income per annum. The exemption which was due 
to cease on 31 December 2016 has now been extended for two 
years to the end of 2018.

Deposit interest retention tax rate reduction

The low interest rate environment has allowed the Minister to 
reduce the main deposit interest retention tax rate by 2% p.a. 
to 33% in 2020. The estimated cost of the reduction to 39% in 
2017 is €9 million. The tax rate applicable to gains from life 
policies and investment funds has traditionally changed in line 
with the DIRT rate. However, no mention has been made of any 
changes to these rates, which currently sit at a headline level of 
41%.
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First-time buyers – ‘Help to buy’ scheme

First-time buyers of new homes will be entitled to an income 
tax rebate of up to €20,000 under a new help to buy scheme. 
The house must be a new build, the first-time buyer must take 
out a mortgage of at least 80% of the purchase price and the 
property must be valued at €600k or less. The scheme will run 
until the end of 2019.

Interest relief – rented residential premises

The deduction for interest accruing on loans used to purchase, 
improve or repair rented residential property is restricted to 
75% of the interest accruing in computing rental income. The 
restriction is being phased out over 5 years, with the deduction 
increasing from 75% to 80% in 2017, with incremental 
increases of 5% thereafter until 2021. The measure will apply to 
both new and existing mortgages.

Mortgage interest relief 

The Minister announced his intention to extend the personal 
mortgage interest relief beyond December 2017 to 2020. The 
detail will be in Budget 2018.

Property
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Rent-a-room relief 

An individual who lets a room (or rooms) in his or her sole or 
main residence as residential accommodation may be exempt 
from income tax in respect of income from the letting where 
the aggregate of the gross rents and any sums for meals or 
other services supplied in connection with the letting does not 
exceed the threshold for the year in question. Budget 2017 
has increased the limit from €12,000 to €14,000. If the limit is 
exceeded the full amount is subject to tax.

Home renovation incentive 

The home renovation incentive (HRI) allows homeowners and 
landlords to claim an income tax credit on repairs, renovations 
or improvement work carried out on their main home or rental 
property by HRI qualifying contractors. The tax credit is based 
on work subject to VAT at 13.5%. The incentive has been 
extended to 31 December 2018.

Living city initiative 

The living city initiative is a scheme of property tax incentives 
which applies in certain areas in the centres of Dublin, Cork, 
Limerick, Galway, Waterford and Kilkenny. The Initiative 
was introduced to encourage urban renewal and promote 
the renovation of city centre properties for residential and 
commercial use. 

Property
(continued)

The current residential scheme provides tax relief for owner-
occupiers by way of a deduction from their total income of 10% 
per annum of qualifying expenditure over a 10 year period 
where the property is the claimant’s only or main residence.

The current commercial element provides for tax relief over a 7 
year period by way of an accelerated capital allowance of 15% 
of qualifying expenditure for each of 6 years and 10% in year 7. 

The scope of the initiative is being widened to include landlords. 
The restriction on the maximum floor size of the property is 
removed as is the requirement that the property must have 
been previously used as a dwelling. The minimum amount of 
expenditure needed to qualify is reduced. As yet this amount is 
unspecified.

Section 110 and Irish fund tax regime changes

In the lead up to the Budget, the Minister for Finance published 
proposed amendments to the Section 110 securitisation 
regime. The proposed changes are targeted at Section 110 
entities that invest indirectly in Irish property. As stated by the 
Minister when introducing the proposed amendments, and 
reiterated in his Budget speech, the Section 110 regime was 
originally designed to benefit and grow the Financial Services 
industry in Ireland, and has achieved that goal. It is the view 
however of the Government that amendments are now required 
to the Section 110 legislation to counter perceived misuse of 
the regime, specifically with regard to Irish property based 
transactions.

The Budget confirmed that the upcoming Finance Bill will 
formally introduce the legislative changes to Section 110. 

It was also announced that amendments will be introduced in 
respect of the tax treatment of funds which hold Irish property 
assets. The estimated tax yield in 2017 is €50m for these 
changes. All legislative changes will take account of further 
consultation. This consultation process, and a considered 
approach to drafting of the legislative amendments, will be 
critical to ensuring significant unintended consequences which 
could impact on Ireland’s position as a centre of securitisation 
activity and as a leading funds domicile are avoided. It will 
also be important that the changes do not impact on funding 
availability for property development or purchase. 

Finally, following the introduction of the last significant 
amendment to the Section 110 legislation, in Finance Act 
2011, Irish Revenue issued detailed guidance as to the practical 
impact of the changes. It is hoped that similar guidance will 
also be issued to assist in providing clarity regarding the new 
changes and avoid uncertainty for ongoing investment.
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Revised capital gains tax entrepreneur relief

A relief for entrepreneurs was introduced in 2013, and applies 
where the proceeds of disposals of assets made on or after 1 
January 2010 are reinvested in new business ventures in the 
period 1 January 2014 to 31 December 2018. The relief is 
granted in the form of a tax credit against any capital gains tax 
liability arising on the ultimate disposal of the business assets 
more than 3 years after they were acquired. The existing relief 
has very limited application. 

Further CGT relief for entrepreneurs applied with effect from 1 
January 2016, in the form of a reduced CGT rate of 20% which 
applies on the disposal in whole or in part of a business up to 
an overall limit of €1 million in chargeable gains. Budget 2017 
has reduced the CGT rate of 20% to 10% but the overall limit of 
€1 million has remained unchanged. Whilst this is a small step 
in the right direction, retention of the cap of €1 million will be 
considered by entrepreneurs as not going far enough.

Gift and inheritance tax free thresholds

The gift and inheritance tax free thresholds have been 
increased. Group A (gifts and inheritances from parents to 
children) has increased from €280k to €310k, Group B (gifts 
and inheritances to parents, siblings, nieces, nephews or 
grandchildren) from €30,150 to €32,500 and Group C (gifts 
and inheritances made to all others, except spouses and civil 
partners) from €15,075 to €16,250. The increases take effect 
from 12 October. Whilst these increases are welcome in reality 
they will have little impact in reducing inheritance tax bills.

Capital taxes
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Charities

Whilst EU legislation prohibits the Minister from exempting 
charities from incurring VAT (which can be as high as 23%), 
the Minister is permitted to reduce the VAT cost to charities by 
granting a refund of VAT via Ministerial Orders or Ministerial 
Regulations. We welcome the Minister’s instruction to his 
Department to re-engage with the Irish Charities Tax Reform 
Group on this matter with a view to alleviating the VAT burden 
to charities. 

Tobacco

An increase of 50c per packet of 20 cigarettes (bringing the 
price up to €11.00), and a pro-rata increase on other tobacco 
products applies immediately.

Tourism sector

The Minister outlined that, notwithstanding the recovery in 
the tourism and hospitality industry, there remains a strong 
economic case for retaining the 9% special VAT rate. The 9% 
VAT rate will accordingly remain in place.

Vehicle registration tax (VRT)

The relief for hybrid vehicles is to be continued. The reliefs 
available for the purchase of hybrid electric vehicles and plug-in 
hybrid electric vehicles, are being extended to 31 December 
2018. Relief in respect of electric vehicles, and electric 
motorcycles is being extended to 31 December 2021.

Carbon tax

A further environmental measure relates to carbon tax. To 
encourage greater energy conservation the fuel inputs used to 
create high efficiency electricity in combined heat and power 
are being fully exempted from carbon tax

Extension of excise duty relief for microbreweries

The Minister identified the production of drinks as an 
increasingly important sector of the economy. The Alcohol 
Products Tax of 50% for beers produced in microbreweries 
which produce not more than 30,000 hectolitres per annum is 
being extended to also apply to microbreweries which produce 
not more than 40,000 hectolitres.

Tax on sugar-sweetened drinks

It is intended to introduce a tax on sugar-sweetened drinks 
with effect from April 2018. The Minister outlined that as there 
are integrated production and supply chains in the soft drinks 
industry between Ireland and the UK he intends to align the 
Irish sugar tax with that of the UK. The Minister also announced 
a public consultation process, which will run until 3 January 
2017.

Indirect taxation
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The Minister announced a comprehensive programme of 
targeted compliance interventions against those engaged in 
offshore tax evasion. 

This programme will be underpinned by applying advanced 
analytics techniques to the range of new data sources available 
through the international exchange of information initiatives 
and supported by new legislation designed to encourage early 
disclosures of liabilities in relation to offshore accounts or assets 
by:

1. Denying the opportunity to make a qualifying disclosure in 
this area after 1 May 2017, and 

2. Introducing a new strict liability offence for failure to return 
details of offshore accounts or other assets. 

There remains a window of opportunity for those holding 
undisclosed offshore accounts or assets to regularise their tax 
affairs before 1 May 2017. From that date, the rate of penalties 
will substantially increase as the taxpayer will not be able to 
rely on the lower level of penalties that apply to voluntary 
disclosures. 

The risk of publication on the tax defaulters list and prosecution 
in the courts will significantly increase from 1 May 2017.

Tackling offshore  
tax evasion

With enhanced cooperation between Revenue authorities 
and the greater degree of disclosure obligations placed on 
banks and other financial institutions, any taxpayers having 
unreported Irish tax liabilities arising from the holding of 
non-disclosed offshore bank account, trust, company or other 
offshore asset should ensure their affairs are regularised 
without delay but certainly by 1 May 2017.

The Minister also announced funding for the recruitment of 50 
additional staff on audit and investigation activities as well as 
additional investment in IT systems and equipment.
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Increase in farmer’s flat-rate addition

The Minister proposed an increase in the farmer’s flat-rate 
addition from 5.2% to 5.4%. The purpose of the farmer’s flat-
rate addition is to compensate non-VAT registered famers for 
non-deductible VAT they incur on their farming costs.  
The increase, whilst only 0.2%, will be welcomed by farmers as 
the Minister did not take the opportunity to increase the flat-
rate addition last year. It is estimated that this measure will cost 
€9 million. 

Accelerated capital allowances for energy efficient 
equipment

The scheme of accelerated capital allowances for energy 
efficient equipment is being extended to sole traders and non-
corporates (not just farmers).

Agriculture  
and marine

Income-averaging step out 

The income averaging regime allows a farmer’s taxable profits 
to be averaged out over a 5-year period. This is being amended 
to allow a farmer facing an exceptionally poor year to ‘opt 
out’ of income averaging and instead, pay only the tax due on 
a current year basis with any deferred tax liability becoming 
payable over subsequent years. This facility may be availed of 
for the 2016 tax year. 

Farm restructuring relief

This relief is extended to the end of 2019.

Fishers tax credit

An income tax credit is being introduced for fishers. The 
€1,270 tax credit can be claimed by fishers who have fished for 
wild fish or wild shellfish for at least 80 days in a tax year. 



16Budget Tax Alert  |  2017

NextPrevious

The Finance Bill, as initiated is expected to be published 
on 20 October and is expected to be signed into law by 
mid-December. 

The Finance Bill
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Budget 2017
Rates at a glance
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Budget 2017
Rates at a glance

2017

Income Tax Rates

Standard 20%

Marginal 40%

Standard Rate Bands

Single €33,800

Married €67,600

Married - one income €42,800

Single parents €37,800

Income Tax Credits

Single €1,650

Married €3,300

Single person child carer tax credit 
(primary carer only) €1,650

PAYE €1,650

Earned income credit (€550 in 2016) €950

Age credit - single (married x2) €245

Medical insurance relief max premium - 
adult/child €1,000/€500

Home carer’s credit (€1,000 in 2016) €1,100

Income Tax age exemption

Single and widowed €18,000

Married (either spouse aged 65 or over) €36,000

Rent-a-Room Relief 

(Up to €12,000 tax free in 2016) €14,000

Preferential loan specified rates - benefit in kind

Qualifying home loans 4%

All other loans 13.5%

2017

PRSI

Weekly PRSI threshold (tapering relief 
available) €352

Pensions

Annual earnings cap €115,000

Marginal rate deduction 40%

Tax free lump sum limit €200,000

Standard fund threshold €2,000,000

DIRT

Deposit accounts  (41% in 2016) 39%

Investment funds (41% in 2016) 
*(assumed rate pending Finance Bill)

39%*

Property Charges

Local Property Tax

Market value < €1million 0.18%

Excess value > €1 million 0.25%

Capital Gains Tax

Standard rate 33%

Withholding tax rate 15%

Annual exemption €1,270

Entrepreneur relief (up to €1mn 
chargeable gains - 20% in 2016) 10%

Capital Acquisitions Tax

Standard rate 33%

Thresholds

Group A (€280,000 in 2016) €310,000

Group B (€30,150 in 2016) €32,500

Group C (€15,075 in 2016) €16,250

2017

Small benefit exemption

Single non-cash voucher 500

Universal Social Charge

Earnings

0 - €12,102* 0.50%

€12,013 - €18,772 (previously 
€18,668) 2.5%

>€18,772 (previously €18,668) and 
< €60,000 aged 70 and over (medical 
card)

2.5%

€18,773 (previously €18,668)  - 
€70,044 5.0%

> €70,044 - €100,000 8%

PAYE income > €100,000 8%

Self-employed income > €100,000 11%
*exempt if income < €13,000

PRSI Rates

Employer

Standard rate 10.75%

Lower rate 8.5%

Weekly lower rate limit €376

Self-employed

PRSI 4%

Minimum contribution €500

Employee

PRSI 4%

2017

Stamp Duty

Residential property

First €1,000,000 1%

Excess over €1,000,000 2%

Non-residential property 2%

Corporation Tax Rates

Standard rate 12.5%

Higher rate on passive income 25%

Knowledge Development Box rate 6.25%

VAT Rates and limits

Standard rate 23%

Reduced rate 13.5%

Reduced rate (certain goods and 
services) 9%

Farmer’s flat rate (5.2% in 2016) 5.4%

Distance selling limit €35,000

Registration limit - taxable goods €75,000

Registration limit - taxable services €37,500

Cash receipts basis limit €2,000,000

Excise duties

Excise on duty on a packet of 20 
cigarettes +↑ 50 cent

(Pro rata increase on other tobacco 
products)

© 2016 Ernst & Young. Published in Ireland. All Rights Reserved. 10849.indd 10/16. Artwork by the BSC (Ireland)
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Scenario 1

Marie is 29 and a single mother with a 3 year old daughter. She is a marketing consultant and earns €70,000 per annum. She lives 
in a house in Cork.

Single working mum plus one child 2016 Budget 2017 Budget Difference

€ € €

Gross Income 70,000 70,000 0

Income Tax Payable 15,490 15,490 0

Universal Social Charge 3,143 2,790 353

PRSI 2,800 2,800 0

Child Benefit 1,680 1,680 0

Net income 50,247 50,600 353

Change as a % of net income 0.70%

Case studies

Scenario 2

Peter and Fiona are married. Peter is an accountant and Fiona is a homemaker. Peter earns €90,000 per annum as a self-employed 
person from his own accountancy practice. They have three children aged four, seven and nine.

Married couple, one earning plus three children 2016 Budget 2017 Budget Difference

€ € €

Gross Income 90,000 90,000 0

Income Tax Payable 22,590 22,090 500

Universal Social Charge 4,742 4,389 353

PRSI 3,600 3,600 0

Child Benefit 5,040 5,040 0

Net income 64,108 64,961 853

Change as a % of net income 1.33%
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Case studies Scenario 3

James and Marie are married. James is a supervisor and earns €36,000 per annum. Mary is a part-time hairdresser and earns 
€12,500 per annum. They have two children aged nineteen and twenty one. Both children are attending third level college full-time 
and live at home.

Married couple, both earning and two adult children 2016 Budget 2017 Budget Difference

€ € €

Gross Income 48,500 48,500 0

Income Tax Payable 3,100 3,100 0

Universal Social Charge 1,273 1,090 183

PRSI 1,440 1,440 0

Net income 42,687 42,870 183

Change as a % of net income 0.43%

Scenario 4

Victoria and Patrick are a retired couple. Patrick is aged 70 and Victoria aged 74. Patrick receives a Contributory State Pension of 
€23,408 in 2017 and has an occupational pension of €90,000 per annum.

Retired couple, one with pension income 2016 Budget 2017 Budget Difference

€ € €

Gross Income 113,000 113,408 408

Christmas Bonus 332 384 52

Income Tax Payable 31,333 31,517 -184

Universal Social Charge 4,742 4,389 353

PRSI 0 0 0

Net income 77,257 77,886 629

Change as a % of net income 0.81%
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Case studies Scenario 5

Sean and Lisa are married. Sean is 55 and is a hospital consultant. He has annual employment earnings of €180,000 and 
consultancy earnings from his private practice of €130,000. Lisa is a homemaker. Sean plans to make pension contributions of 
€35,000. Sean also owns a rental property, valued at €370,000 with net rental income of €20,000. They have 1 child under five 
years of age, who is incapacitated.

Married couple, one earning with investment income, 
making a pension contribution of €35,000 plus one 
child

2016 Budget 2017 Budget Difference

€ € €

Gross Income 330,000 330,000 0

Income Tax Payable 100,190 100,090 100

Universal Social Charge 25,442 25,089 353

PRSI 13,200 13,200 0

Child Benefit 1,680 1,680 0

Net income 157,848 157,301 453

Change as a % of net income 0.29%

Scenario 6

Kate is 28. She works in a restaurant and earns the minimum wage for an average of 39 hours per week. Kate lives in an apartment 
in Sligo.

Single, minimum wage 2016 Budget 2017 Budget Difference

€ € €

Gross Income 18,556 18,759 203

Income Tax Payable 411 452 -41

Universal Social Charge 316 229 88

PRSI 160 202 -42

Net income 17,668 17,876 208

Change as a % of net income 1.18%
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