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BUDGET 2018: OPTIONS FOR THE FUTURE 

 

Minister Donohoe’s maiden budget was widely predicted as being an exercise in 

spreading jam very thinly. And for most people that’s how it came to be. But for others 

the Budget met the first rule of gambling: when you lose, lose small but when you win, 

make sure to win big. 

Looking first at the losers, the decision to increase the rate of stamp duty on the 

purchase of commercial property from 2% to 6% may be capable of being absorbed 

fairly easily when it comes to institutional deals in the major cities. But in the towns 

and smaller cities across the country its effect will be painful. 

High streets in these locations are already under pressure from the effects of internet 

retailing, restricted parking and falling rents. For property owners looking to exit this 

market a 200% increase in stamp duty will add to their burden. Owners of commercial 

land that is capable of being sold and developed for housing will welcome the 

Minister’s stamp duty refund scheme, however this is not likely to benefit the high 

street. 

 

  
 

As far as the winners are concerned, top of the list come fast-growing small and 

medium-sized companies (SMEs) and their key employees. The tax treatment of 

employee share options has swung from the benign to the ridiculous over the years. 

Until now it sat firmly in the ridiculous corner.  

A key employee lucky enough to be awarded an option to acquire shares in his or her 

employer company up to now is obliged to pay income tax, USC and PRSI on the 

difference between the value of the shares at the date the option was granted and 

their value when he or she exercised that option. The problem is that, absent the 

presence of a well-financed purchaser, very often there is no money to pay the tax. 

But that was then. Henceforward there will be no charge to income tax, etc. on 

exercise while a charge to Capital Gains Tax (CGT) will only arise when the employee 
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comes to sell the shares. This is such an improvement that it really is a case of lighting 

the blue touch paper and standing clear.  

SMEs should be able to use the new rules as a substitute for high cash bonuses in their 

efforts to attract the brightest and the best. Indeed, it’s difficult to overestimate the 

effect that this measure will have on SMEs and their employees. Employee share 

ownership is about to become an essential feature of the lexicon.  

 

  
 

Property investors who, back in 2011-2014, took advantage of Michael Noonan’s 

promise of exemption from CGT in return for holding the asset for a minimum of 7 

years will be cheering from the rooftops about the reduction in the quarantine period 

to just 4 years. Most of them will be holding unrealised gains on their slump-time 

purchases. Now many of these gains can be realised tax-free.  

 

  
 

The improvements in electricity generation from solar energy in recent years have 

been impressive. Just as impressive, for the farming sector at least, is the Minister’s 

decision to treat up to 50% of a holding of agricultural land that is used for solar 

infrastructure as qualifying for Agricultural Relief from Capital Acquisitions Tax and 

Retirement Relief from CGT. 

  
 

And the list of winners did not stop with those who were given relief in the Budget 

Speech. The tourism and services sector that continues to enjoy the special, low VAT 

rate of 9% will have breathed a sigh of relief at having escaped an increase in rate. 

 

Gambling is rarely as much fun as this. 
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BUSINESS TAX 

 

Key Employee Engagement Programme 

A tax efficient share option scheme will be introduced to facilitate unquoted small and 

medium sized enterprises to provide key employees with a financial incentive linked 

to the success of their company. The scheme will be referred to as KEEP, an acronym 

for the Key Employee Engagement Program.  

Under current tax legislation gains on the exercise of stock options are liable to income 

tax, PRSI and USC at a combined rate of 52%. Gains arising to employees on the 

exercise of KEEP share options will not be liable to income tax, PRSI and USC.  Instead 

the gains on exercise will be ignored and a charge to Capital Gains Tax (CGT) will arise 

on the disposal of the shares.  

CGT is currently charged at 33% so there will be a 19% tax advantage to employees 

who generate gains on KEEP share options.  Just as importantly, the tax charge will 

only arise at the time of disposal. The incentive will be available for qualifying share 

options granted in the five-year period from 1 January 2018 to 31 December 2023. 

 

Capital Allowances for Intangible Assets 

The deduction for capital allowances on intangible assets and any related interest 

expense will be limited to 80% of the relevant income arising from the intangible asset 

in an accounting period. This amendment will come into operation from 11 October 

2017. 

 

Energy Efficient Equipment 

The scheme for providing accelerated capital allowances to companies that invest in 

energy-efficient equipment was due to end in 2017. The scheme will be extended to 

December 2020. 
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Employers PRSI 

The national training fund levy is charged at a rate of 0.7% and is incorporated into 

employer PRSI which is currently charged at a rate of 10.75%. The Minister has 

announced an increase in the national training fund levy by 0.1% per annum over the 

next three years. Accordingly, employer PRSI for employees under PRSI Classes A and 

H will be increased to 10.85% in 2018, 10.95% in 2019 and 11.05% in 2020. 

 

BIK on Electric Vehicles 

To incentivise the purchase of electric vehicles, a new 0% benefit-in-kind (BIK) rate on 

electric vehicles will be introduced for 2018. This compares favourably with benefit-

in-kind rates on petrol and diesel vehicles which start at 30% of the original market 

value of the car and reduce to 6% depending on the employee’s business mileage. Any 

electricity used in the workplace for charging vehicles will also be exempt from benefit-

in-kind. 

 

INCOME TAX 

 

Income Tax Bands 

The standard rate band (charged to tax at 20%) will be increased by €750 to €34,550. 

Income in excess of €34,550 will be charged to tax at the existing higher rate of 40%. 

 

Home Carer Tax Credit 

The Home Carer Tax Credit which applies to single income families with children or to 

individuals who care for an elderly or incapacitated relative will be increased from 

€1,100 to €1,200. 
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Earned Income Credit 

The Minister has increased the Earned Income Credit for business owners and the self-

employed. This is increased by €200 to €1,150 which will take effect from 1 January 

2018.   

 

Mortgage Interest Relief 

Mortgage interest relief available to owner occupiers who took out qualifying 

mortgages between 2004 and 2012 will be tapered out from 2018 to 2020. 75% of the 

existing relief available in 2017 will be continued in 2018, 50% in 2019 and 25% in 

2020. The relief will cease entirely in 2021. 

 

Universal Social Charge 

The Minister announced a reduction in the Universal Social Charge (USC) which will 

take effect from 1 January 2018. USC is charged at tiered rates on bands of income. 

The entry tier remains unchanged and income up to €12,012 is charged at a rate of 

0.5%. The second-tier band has been increased by €600 and a lower rate of 2% 

(reduced from 2.5%) will apply on income up to €19,372. The rate on income from 

€19,373 to €70,044 will be reduced from 5% to 4.75%.   

The Minister made no change to USC rates on employment income in excess of 

€70,044 which is still charged to USC at 8% and no change to the 11% USC rate that 

applies to the self-employed on their income in excess of €100,000.    

The top rate of USC for all medical card holders and individuals over aged 70 earning 

less than €60,000 will be reduced to 2%. 

The marginal rate of tax (including income tax, PRSI and USC) on individuals earning 

€70,044 or less will fall from 49% in 2017 to 48.75%% in 2018 as a result of the 

reductions in the USC rates. 

An individual whose income is less than €13,000 will not be liable for USC in 2018. 
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INVESTOR TAX 

 

Rented Residential Accommodation 

Under current tax legislation expenditure incurred in the period prior to the first letting 

of rented residential accommodation is not deductible in arriving at taxable rental 

income. A new time-limited deduction will be allowed for pre-letting expenses of a 

revenue nature up to a maximum of €5,000 per residential property where the 

property has been vacant for a period of 12 months or more.  

This will allow the owners of residential accommodation that has fallen into disrepair 

following a period of non-use to claim a deduction against rental income for the cost 

of bringing the property back into use. The relief will be available on qualifying 

expenditure incurred for the three-year period up to 31 December 2021. The relief will 

be clawed back if the property is withdrawn from the rental market within 4 years. 

 

Capital Gains Tax Exemption 

Gains on the disposal of land or buildings which were acquired in the period from 7 

December 2011 to 31 December 2014 are exempt from tax provided the owner holds 

them for a period of at least 7 years.  The legislation will be amended to enable an 

investor to sell his/ her asset between the fourth and seventh anniversaries of their 

acquisition and continue to avail of full relief from tax on any chargeable gains.   

For example, an investor who had purchased land in January 2014 can sell the land in 

January 2018 and avail of full CGT relief rather than waiting until January 2021 as 

initially outlined.  This amendment is being made to reduce any impact the exemption 

might have on limiting the supply of development land available for sale.  

 



Budget 2018 McAvoy & Associates 
 

8 

 

 

STAMP DUTY 

 

Increase in the Rate on Non-Residential Property Sales 
Stamp duty on the sale of non-residential property is currently charged at 2%. The 

Minister announced an increase to 6% which will come into effect from 11 October 

2017. For example, a commercial unit that is being sold for €500,000 will be liable for 

stamp duty of €30,000 as opposed to €10,000. 

The Minister has announced that any commercial land purchased for the purpose of 

building residential properties will be subject to a refund scheme. A condition of the 

refund is that the developers are required to develop the land within 30 months of the 

land purchase. 

 

 

FARMERS TAX 

 

Capital Acquisitions Tax and Capital Gains Tax 

For both the purposes of Agricultural Relief (Capital Acquisition Tax) and Retirement 

Relief (Capital Gains Tax), the definition of Agricultural Property is being amended to 

include land that is used for solar infrastructure. However, the solar infrastructure is 

to be limited in size to 50% of the total farm acreage. This may assist farmers in earning 

additional income on their unused land without having a negative impact on 

entitlement to agricultural relief or retirement relief.  

 

Stamp Duty 

Consanguinity relief provides a lower rate of stamp duty on transfers of non-

residential property between blood relatives. The relief was due to expire on the 

transfer of farmland on 31 December 2017 however the relief will be extended for a 

further three years to 31 December 2020.  



Budget 2018 McAvoy & Associates 
 

9 

 

The relief is currently at a rate of half the non-residential rate however due to the 

increase in the non-residential rate, the Minister has announced that the rate 

applicable to the transfer of farmland to a relative will be at 1%.  

 

MISCELLANEOUS 
 

Levy on Vacant Sites 

A scheme for imposing a levy on the value of vacant sites was introduced in 2015 to 

encourage the development of land for housing. 

The levy is due to apply from 2019 and will be charged at a rate of 3% if the land is 

unused in 2018. Budget 2018 proposes to increase this to 7% p.a. in the second (i.e. in 

2019) and subsequent years for which a site is vacant. If a site remains vacant for the 

three years 2018-2020 therefore the aggregate levies that will be charged will amount 

to 17% of the value of the site. 

 

VAT Compensation Scheme for Charities 

A VAT refund scheme will be introduced to compensate charities for the VAT they incur 

on goods and services. Charities will be entitled to a refund of VAT costs that will vary 

according to the level of non-public funding that they receive.  The scheme will be 

introduced in 2019 in respect of VAT on goods and services incurred in 2018. 
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Table of tax rates, bands and credits 
 

 

Rate bands 2018 2017

Standard tax rate 20% 20%

Single/Widowed €34,550 €33,800

Married Couples (one income) €43,550 €42,800

Married Couples (two incomes provided lower-earning spouse has income of 

at least €25,550) 

€69,100 €67,600

One Parent €38,550 €37,800

Higher tax rate 40% 40%

In all Cases Balance Balance

Income tax credits 2018 2017

Personal credit

Single €1,650 €1,650

Married €3,300 €3,300

PAYE credit €1,650 €1,650

Self Employed credit €1,150 €950

Home Carers credit €1,200 €1,100

Home Carers income threshold level €7,200 €7,200

Widowed without dependent child €2,190 €2,190

Widowed with dependent child

Bereavement year €3,300 €3,300

1st Year following bereavement €3,600 €3,600

2nd year following bereavement €3,150 €3,150

3rd year following bereavement €2,700 €2,700

4th year following bereavement €2,250 €2,250

5th year following bereavement €1,800 €1,800

Single person child carer tax credit €1,650 €1,650

Dependent relative tax credit €70 €70

Incapacitated child €3,300 €3,300

Blind person

Single €1,650 €1,650

Married couple, both blind €3,300 €3,300

Age Tax Credit

Single/Widowed €245 €245

Married €490 €490

Relief for Pension Contributions

Earnings limit for determining maximum tax deductible pension contributions €115,000 €115,000

Imputed Distribution from an ARF 2018 2017

Value of fund at 31 December regarded as an imputed distribution

Value of fund is €2m or less and individual is not 70 years or over 4% 4%

Value of fund is €2m or less and individual is 70 years or over 5% 5%

Value of fund is greater than €2m 6% 6%

Exemption limits 2018 2017

Age exemption limits (65 years and over)

Single/Widowed €18,000 €18,000

Married €36,000 €36,000
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Table of tax rates, bands and credits (cont’d) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PRSI and levies 

Rate Ceiling Rate Ceiling

Employer PRSI

PRSI 8.50% €19,552 8.50% €19,552

PRSI 10.85% No limit 10.75% No limit

Employee PRSI 4.00% No limit 4.00% No limit

Self employed and proprietary directors PRSI 4.00% No limit 4.00% No limit

Universal Social Charge (USC) - Exempt Income €13,000 or less €13,000 or less

                - Lower Rate €0 to €12,012 @ 0.5% €0 to €12,012 @ 0.5%

                - Higher Rate 1 €12,013 to €19,372 @ 2% €12,013 to €18,772 @ 2.5%

                - Higher Rate 2 €19,373 to €70,044 @ 4.75% €18,773 to €70,044 @ 5%

                - Higher Rate 3 €70,045 to €100,000 @ 8% €70,045 to €100,000 @ 8%

                - Higher Rate 4 PAYE income in excess of €100,000 @ 8% PAYE income in excess of €100,000 @ 8%

                - Higher Rate 5 Self-employed income in excess of €100,000 @ 11% Self-employed income in excess of €100,000 @ 11%

                - Medical card holders/ over 70's Where income does not exceed €60,000 @ 2% Where income does not exceed €60,000 @ 2.5%

2018 2017
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