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The tax measures in Budget 2018 involve a variety of 
adjustments spread across the taxpayer population. These 
changes are mainly in the personal tax sphere with a number of 
targeted measures proposed for certain corporate tax sectors.

While the Minister for Finance has continued to adopt a prudent 
approach given inherent uncertainty surrounding the impact of 
Brexit, continued volatile sterling exchange rates and potential 
changes in US trade policy, Budget 2018 will still deliver a fiscal 
adjustment of €1.2bn. 

Budget 2018 was centred on three main themes:

• Safeguarding national finances in an effort to rebalance our 
economy;

• Promoting a fair and sustainable tax system, 

• Sustainable investment for future benefit.

While Ireland’s economy continues to grow impressively with 
real growth projected to be 4.3% in 2017 and 3.5% in 2018, 
we were reminded of the critical need to continue to reduce 
the national debt burden and re-inforce the resilience of both 
the economy and public finances. Budget 2018 sees the 
establishment of “the Rainy Day Fund” with an initial deposit of 
€1.5bn from the Ireland Strategic Investment Fund and annual 
contributions of €500m from 2019.

From a personal tax perspective this year’s Budget continues 
to reverse many of the tax increases and social welfare cuts 
of years past. The Minister stressed the need for a personal 
taxation system that is not just fair (particularly for low and 
middle income earners), but competitive and resilient for the 
future. Budget 2018 facilitates reductions in the middle USC 
rates, thereby reducing the top marginal rate of tax on income 
up to €70,044 to 48.75%. The entry point to the higher rate of 
tax was increased to €34,550, with a view to making progress 
towards ensuring that average wage earners are not subject 
to the higher rate. A commitment was also made to review 
the social insurance system in the coming year with a view to 
amalgamating the Universal Social Charge (USC) and PRSI.

On the housing front, a number of taxation measures were 
announced primarily to tackle the lack of supply. Developers 
with certain vacant sites will be subject to a previously 
announced 3% levy for year 1 and an increased rate of 7% for 
year 2 onwards, for failure to develop residential properties. 
The levy commences in 2018. While the stamp duty rate for 
non-residential property will increase to 6% effective from 
11 October 2017 in response to the recovering commercial 
market, stamp duty refund schemes for commercial land 
purchased for the development of housing will be introduced. 
Landlords with vacant residential properties will be able to avail 
of time limited deductions for pre-letting expenses.

Budget 2018 
overview
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No October budget can pass without some revenue raising 
measure. Budget 2018 sees further increases in excise duty 
on tobacco and the introduction of the sugar tax on sugar 
sweetened beverages, together giving rise to expected 
additional income of €100m. Interestingly nothing on alcohol. 

From a corporate perspective, following issuance of Seamus 
Coffey’s review of the Irish corporation tax code in September, 
the Minister reiterated the Government’s commitment to the 
12.5% rate of corporation tax, and launched a consultation for 
the implementation of law changes required over the coming 
years in response to BEPS recommendations. As suggested in 
the Coffey Review, Budget 2018 sees the re-introduction of 
the limit on use of capital allowances for intellectual property 
acquired after 10 October 2017, in an effort to smooth 
corporation tax receipts over time. 

As promised, a new share-based remuneration incentive is 
being introduced from 1 January 2018 for SMEs, a measure 
that will be welcomed by entrepreneurial business and expected 
to provide a €10m benefit to employees. 

In advance of this budget The Taoiseach Leo Varadkar 
advised that Budget 2018 was a “good budget overall” with 
“no fireworks, no big bonanza”; it was an attempt to please 
everyone with limited resources available. The promise is for 
future sustainable investment as resources become available 
without overheating the economy. The scope for additional tax 
benefits remains to be seen. 

Budget 2018 
overview
(continued)
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Employer PAYE Compliance Project 

In his Budget statement last year, the Minister announced the 
launch of a PAYE Modernisation Project which will move the 
reporting of PAYE from a year end to a ‘real time’ environment. 
Employers will in future report details at the time employees are 
paid. The launch date for ‘Real Time PAYE’ is 1 January 2019. 
Significant work has already been done by Revenue to prepare 
for the launch and the supporting legislation is expected to 
be included in the 2017 Finance Bill, which will be published 
shortly on 19 October 2017.

In the Budget papers, it was announced that as part of 
the preparation for PAYE Modernisation, a project will be 
established to ensure compliance with employer obligations, 
and that a range of compliance interventions will be carried 
out. This is likely to include enhanced use of data analytics 
to identify non-compliance with PAYE obligations, as well as 
increased Revenue audit activity.

The announcement of the compliance project provides 
further evidence that once Real Time PAYE is up and running, 
employers can expect increased levels of monitoring and 
intervention by Revenue. Preliminary work carried out by 
Revenue in preparation for Real Time PAYE has shown that 
a significant number of employers are using non-compliant 
practices in the operation of PAYE. While there may not be any 
deliberate intent involved, the transparent nature of real time 
reporting will identify such breaches and enforcement action 
is likely to follow. Going forward, employers will not alone have 
to prepare for the implementation of Real Time PAYE in terms 
of payroll systems and software, but will also need to ensure 

that the manner in which they currently operate PAYE is fully 
compliant and does not leave them at risk in the event of a 
Revenue audit or other intervention.

Universal Social Charge (USC)

A reduction in USC rates was announced as expected, with 
a focus on lower and middle income earners. Budget 2018 
sees a reduction in the middle USC rates from 5% to 4.75% 
and from 2.5% to 2%, with an increase to the ceiling for this 
rate to €19,372. This will ensure that full time workers on the 
increased minimum wage of €9.55 per hour do not pay the 
upper rates of USC. This will result in a maximum saving of 
€178 per annum for employees earning up to €70,044 who will 
now have a top marginal tax rate of 48.75%.

Earnings over €70,044 continue to be subject to the highest 
USC rate of 8%. The USC surcharge of 3% on self-employed 
income in excess of €100,000 remains in place resulting in the 
self-employed being subject to a top marginal tax rate of 55% 
compared to 52% for employees. It is hoped that this disparity 
will be addressed in future budgets.

Personal taxes
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Personal taxes
(continued)

Income tax band

A well flagged increase to the point at which an individual 
attracts the higher rate of tax was announced. The entry point 
for single earners increases by €750 to €34,550 and for a 
married couple/civil partnership with one income it increases 
by €750 to €43,550. This will result in a saving of €150 per 
annum. The increase is a welcome step towards the goal of 
ensuring that people on average wages do not pay income tax 
at the highest rate. However, it is less than might have been 
expected to increase the attractiveness of Ireland as a place to 
work. 

Home carer credit

For the third year in a row the home carer credit has been 
increased. The credit is increased by €100 to €1,200 for 2018. 

The home carer credit is available to married couples/civil 
partners where one spouse/partner works mainly in the home 
to care for a ‘dependant person’, i.e. a child for whom child 
benefit is received, a person aged 65 years or older, or a person 
who is permanently incapacitated. A home carer is also entitled 
to earn up to €7,200 without impacting on the credit.

Earned income credit

A further increase to the earned income credit for the self-
employed of €200 to €1,150 is a step toward better alignment 
of the tax treatment of the self-employed and employed. The 
earned income credit is available to the self-employed who are 
ineligible for the PAYE credit of €1,650 available to employees. 
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Key Employee Engagement Programme (KEEP)

The Minister has fulfilled the promise of his predecessor in 
introducing a share based incentive scheme that will benefit 
employees of small and medium sized enterprises (SMEs). 
The aim of the scheme will be to support SMEs in competing 
against larger corporates in attracting and retaining key talent 
by allowing companies to provide key employees with a financial 
incentive linked to the success of the company which will attract 
a capital gains tax liability when the shares are sold. 

The scheme, as announced by the Minister, will provide for an 
advantageous tax treatment on share options for SMEs. Rather 
than being subject to tax at the time of exercise, the KEEP scheme 
will defer the point of taxation to when the employee sells the 
shares. Gains arising on the disposal of the KEEP option shares will 
be subject to capital gains tax (CGT), currently 33%, rather than 
income tax, USC and PRSI on exercise of the options (potentially 
52%). The implementation of the scheme is subject to clearance 
from the European Commission under State Aid rules.

The introduction of the scheme follows a public consultation 
paper on the tax treatment of share based remuneration. EY’s 
response to the consultation paper included a recommendation 
that the taxation point of share based remuneration should only 
arise when an employee realises the value for the shares, i.e. on 
sale. It appears that the intention is that employers will be able to 
offer share options to specific key employees and will not have to 
make them available to all employees.

It is hoped that the scheme will be straightforward in operation, 
easily understandable and flexible in application to all qualifying 
companies. However the detail of the scheme will not be known 
until the publication of the Finance Bill, due on 19 October.

Personal taxes
(continued)
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Personal taxes
(continued)

Benefit in kind on electric vehicles

As part of the focus on addressing climate change, the Minister 
provided for a continued investment in renewable energy and 
energy efficiency. With this in mind, the Minister announced 
the introduction of a 0% benefit in kind (BIK) rate on electric 
vehicles for 2018 together with an exemption from BIK on the 
electricity used in the workplace for charging vehicles. The 
0% rate will be introduced for a one year period and will allow 
time for a comprehensive review of BIK on motor vehicles for 
the next Budget. The 0% rate will represent a significant saving 
against the traditional 30% BIK rate. 

A similar adjustment to the BIK on company cars was 
announced in Finance Act 2008 to align the benefit to the CO2 
emissions of the car. However, this was not implemented and 
still remains subject to Ministerial Order.

National Training Fund levy

The National Training Fund levy will be increased by 0.1% from 
1 January 2018. The levy was introduced in April 2000 at a 
rate of 0.7% and will increase to 0.8% from 1 January. The levy 
is payable by employers and incorporated into the employer’s 
share of PRSI for Class A and Class H employments. 

Mortgage interest relief

Mortgage interest relief was extended in Budget 2018. The 
Minister had stated his intention to extend the relief in Budget 
2017 but the detail was announced in this Budget. Mortgage 
interest relief is the tax relief that applies on the interest 
you pay on a qualifying mortgage on your home. Mortgage 
that were taken out after 31 December 2012 do not qualify 
for this relief. The relief that is currently in effect applies to 
homeowners who took out qualifying loans between 2004 
and 2012 and was scheduled to cease at the end of 2017. A 
tapered extension has been announced by the Minister to allow 
for relief at 75% of the existing relief for 2018, 50% for 2019 
and 25% in 2020. The relief ceases completely from 2021. 
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Business taxes

Irish transfer pricing update 

From a transfer pricing perspective, adoption of the new OECD 
Transfer Pricing Guidelines for Multinational Enterprises and 
Tax Administrations remains on the horizon.  The new guidance 
published by the OECD in July 2017 incorporates significant 
new measures to combat base erosion and profit shifting. 
The proposed adoption of the latest OECD Transfer Pricing 
Guidelines into Irish tax law will form part of the 16 week public 
consultation on the Seamus Coffey review and is expected to 
bring Ireland in line with many of its international peers. 

In addition to the launch of the public consultation on the 
Seamus Coffey review, the Department of Finance has also 
committed to enhancement of Irish Revenue’s technical 
capacity to tackle complex tax avoidance and transfer pricing 
cases and to provide further support to the Competent 
Authority function. Based on Department of Finance estimates, 
these measures are expected to help protect the Irish corporate 
tax base and contribute to generating additional yield through 
increased audit activity and enforcement of Irish transfer 
pricing rules.

Capital allowances for intangible assets

The Minister announced that the deduction for capital 
allowances for intangible assets will be limited to 80% of 
the relevant income arising from the intangible asset in the 
accounting period. This applies to expenditure incurred by a 
company on or after 11 October 2017.

Full details will be contained in Finance Bill 2017.

 
Accelerated allowances for energy efficient equipment

Following a review, the scheme of capital allowances for energy 
efficient equipment is being extended to the end of 2020.
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Tax on sugar-sweetened drinks

The Minister has proposed the introduction of a tax on sugar-
sweetened drinks (SSD’s) which was flagged in last year’s 
Budget. The introduction of the tax is a health related measure 
as part of the new national obesity strategy in Ireland. 

The tax will be structured as a two-tier levy at either 20 cent 
per litre on drinks containing between 5g and 8g of sugar per 
100ml or 30 cent per litre for drinks with a sugar content of 8g 
or more per 100ml. The tax will apply to non-alcoholic, water-
based and juice-based drinks. 

Pure fruit juices which do not contain added sugar, and dairy 
products, will be exempt from the tax.

It is planned to implement the tax in April 2018 which will see 
Ireland simultaneously align it with a similar tax measure in the 
UK. It is anticipated that this measure will yield approximately 
€30m in 2018 and €40m in a full year. 

Charities

A capped fund of €5m will be made available to compensate 
charities for VAT incurred on costs. The refund schedule will 
be introduced in 2019 to refund charities a portion of VAT 
incurred in 2018. Refunds will be restricted to the charities’ 
proportion of non-public income. The amount provided in the 
fund will be subject to review after 3 years.

In 2003, EY researched the VAT burden borne by the charities 
sector. This report was further updated in 2010 at which time it 
was estimated that the total VAT incurred by Irish charities was 
€77.4m and fundraised income was circa 59% of total income. 

Indirect taxes

Thus, applying VAT recovery based on fundraised income one 
would expect to see charities seeking VAT claims in excess of 
€45m. In this scenario charities will be paid an amount of VAT 
on a pro rata basis. 

The scheme will be similar to that applied in Denmark which 
sees charities submit VAT claims and receive a pro rata 
payment based on the overall claims submitted by the sector. 
It is estimated that the Danish VAT refunds (capped at €20m 
annually) currently amount to circa 33% of the overall VAT 
claims, whereas the proposed Irish fund would compensate Irish 
charities for circa 11% of VAT incurred.

Excise

The Minister announced an increase of 50c per packet of 20 
cigarettes (bringing the price of the most popular brands up to 
€12) and a pro-rata increase on other tobacco products to take 
effect immediately.  

Motorists will be relieved that there was no increase in duties on 
petrol or diesel.

There was also no increase in the rate of duty on alcohol 
products.

Vehicle registration tax (VRT)

The relief for hybrid vehicles is to be continued. The Minister 
intends to bring forward proposals for discussion in the 
New Year in relation to VRT on leased vehicles to meet the 
requirements of a recent judgment of the European Court of 
Justice.
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Indirect taxes
(continued)

Carbon tax

The Minister intends to carry out a review of carbon tax with a 
view to bringing forward proposals in Budget 2019 around the 
role of the tax in driving changes to behaviour in households 
and business.

Sunbed services

In an unusual move the Minister singled out VAT on sunbed 
services proposing to increase the VAT rate from 13.5% to 23%. 
The measure is proposed on health grounds. 



Vacant site levy

The Minister announced an increase to the vacant site levy to 
7% from 3%.

The vacant site levy was introduced in 2015 and is due to take  
effect from 2018. Landowners registered on the vacant site 
register in 2018 are liable to a 3% levy charged on the market 
value of the land. The Planning Authority determines the 
market value. The levy is payable in arrears, with the 2018 levy 
payable in 2019. In a second and subsequent years, where the 
landowner continues to hold the land undeveloped the vacant 
site levy is charged at 7% and is also payable in arrears. 
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Relief for certain disposals of land and buildings - 7 year 
CGT relief

The Minister announced an amendment to the relief generally 
known as the 7-year CGT relief (or 604A relief).  This relief is 
a capital gains tax relief on the disposals of land or buildings 
acquired in the period commencing on 7 December 2011 and 
ending on 31 December 2014.  

Under current rules the relief from capital gains tax is available 
on the gain arising on the disposal of property acquired in the 
State or EEA when it is held for a minimum of 7 years. Where 
the property is held for longer than 7 years the relief applies to 
the following part of the gain (7/n where n is the total number 
of years of ownership). 

The amendments announced by the Minister in Budget 2018 
will allow the owners of qualifying land/property to sell the land/
property after four years and avail of the CGT relief i.e. the 
holding period has been reduced from seven years to four years. 
In addition, for a sale between the 4th and 7th anniversaries of 
acquisition, full relief will apply. The Minister stated that this will 
reduce any impact the current relief has on limiting the supply 
of development land available for sale.  

Pre-letting expenses – rented residential property

A new rental deduction will be available for pre letting expenses 
of a revenue nature, incurred before the end of 2021, relating 
to a property that has been vacant for at least 12 months. 
The deduction will be capped at €5,000 per property with a 
clawback of relief if the property is withdrawn from the rental 
market within 4 years. 

Stamp duty - commercial property

The Minister announced an increase in the stamp duty rate for 
non-residential property to 6% from 2% . The increase takes 
effect for conveyances executed on or after 11 October 2017. 
No transition measures were announced.

The Minister also announced a stamp duty refund scheme 
where the non-residential stamp duty rate was charged on land 
subsequently applied for residential development. The Finance 
Bill should provide detail regarding the operation of the scheme. 

Property



Capital taxes & succession planning

The Minister extended the dual capital taxes reliefs to ensure 
that agricultural land placed under solar infrastructure can 
qualify for capital gains tax retirement relief and also capital 
acquisitions tax agricultural relief. Previously land rented for a 
solar farm would not have qualified for these reliefs. This is a 
welcome measure for rural Ireland.

Consanguinity relief

This is an amendment/extension applicable to farmers. The 
relief reduces the rate of stamp duty to 1% on intra-family 
transfers of agricultural land. Given the rise in stamp duty to 6% 
on non-residential property, this relief is now very valuable 

Online Business Compliance Project

The tax compliance of e-commerce and online businesses will be 
under the spotlight as part of the Online Business Compliance 
Project in 2018. Risk areas which were identified by the 
National Compliance Imperative in 2017 will be the primary 
focus of the compliance project.
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Miscellaneous



The Finance Bill, as initiated, is expected to be published on 19 
October and is expected to be signed into law by mid-December.
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2018

Income Tax Rates

Standard 20%

Marginal 40%

Standard rate bands

Single  (€33,800 in 2017) €34,550

Married/civil partnership (two income) 
(€67,600 in 2017) €69,100

Married/civil partnership (one income) 
(€42,800 in 2017) €43,550

Single parent (€37,800 in 2017) €38,550

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 (€950 in 2017) €1,150

Age credit - single (married x2) €245

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

Home carer credit (€1,100 in 2017) €1,200

Income Tax age exemption

Single and widowed €18,000

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

Rent-a-room relief €14,000

Preferential loan specified rates - benefit in kind

Qualifying home loans 4%

All other loans 13.5%

Benefit in Kind on Electric Vehicles

2018 tax year only 0%

2018

Pensions

Annual earnings cap €115,000

Marginal rate deduction 40%

Tax free lump sum limit €200,000

Standard fund threshold €2,000,000

Savings tax

DIRT on deposit accounts (39% in 2017) 37%

Investment funds 41%

Property Charges

Local Property Tax

Market value < €1m 0.18%

Excess value > €1m 0.25%

Capital gains tax

Standard rate 33%

Withholding tax rate 15%

Annual exemption €1,270

Entrepreneur relief (up to €1m 
chargeable gains) 10%

Capital acquisitions tax

Standard rate 33%

Thresholds

Group A €310,000

Group B €32,500

Group C €16,250

Stamp duty

Residential property

First €1m 1%

Excess over €1m 2%

Non-residential property (2% in 2017) 6%

2018

Small benefit exemption

Single non-cash voucher 500

Universal Social Charge

Earnings

0 to €12,012* 0.5%

€12,013 to €19,372 (€12,013 to 
€18,772 @ 2.5% in 2017) 2%

>€19,372 < €60,000** (>€18,772 < 
€60,000 @ 2.5% in 2017) 2%

€19,373 to €70,044 (€18,773 to 
€70,044 @ 5% in 2017) 4.75%

> €70,044 to €100,000 8%

PAYE income > €100,000 8%

Self-employed income > €100,000 11%
*Exempt if income < €13,000 
**Medical card and/or aged 70, where income 
< €60,00

PRSI rates

Employee

PRSI 4%

Weekly PRSI threshold (tapering relief 
available) €352

Employer

Standard rate (10.75% in 2017) 10.85%

Lower rate (8.5% in 2017) 8.6%

Weekly lower rate limit €376

Self-employed

PRSI 4%

Minimum contribution €500

2018

Vacant Site Levy 

Year 1 3%

Year 2 onwards 7%

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 5.4%

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)

Sugar Tax

Sugar sweetened drinks with a sugar 
content between 5-8 grams per 100ml

20 cent 
per litre

Sugar sweetened drinks with a sugar 
content of 8 grams or more per 100ml

30 cent 
per litre
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