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OVERVIEW
On 18 October, the Department of Finance released
the first draft of Finance Bill 2018. This Bill sets out
the proposed legislative changes required in order to
implement the Budget Day announcements of 9
October.
The Bill introduces a new exit tax regime for
companies moving their tax residence, or certain
assets, out of Ireland. This new regime replaces our
existing exit regime with effect from 10 October 2018.
It introduces an exit tax rate of 12.5% on unrealised
gains on such migrations/transfers. The purpose of the
changes is to bring Ireland’s exit tax regime in line
with that required under the EU Anti-Tax Avoidance
Directive (ATAD). Under the old regime, it was
possible for certain companies to leave Ireland without
giving rise to an exit charge.
Another ATAD related amendment contained in the Bill
is the introduction of Controlled Foreign Corporation
(CFC) rules. Following a period of public consultation,
the Bill confirms the adoption of “Option B”. This is in
line with the approach we recommended in our
submission to the Department of Finance. The new
CFC regime will be effective for accounting periods
from 1 January 2019.
When introducing legislative changes it is important
that Ireland continues its practice of providing
predictability and certainty to businesses and
investors. Further consultation is due to take place on
the implementation of other ATAD changes, including
interest limitation and anti-hybrid rules. BDO will
continue to engage with the Department of Finance on
these consultations.
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We welcome the modest reductions in the personal tax
burden contained in the Bill which include:


An increase in the standard rate band for a single
person of €750;



A reduction in the third rates of USC from 4.75% to
4.5%;



An increase of €300 in the Home Carer Tax Credit;
and



An increase in the Earned Income Tax Credit of
€200.

While the above changes are welcome, we believe
that more needs to be done particularly in the area of
high personal tax rates, on both income and capital
gains. Competitive tax rates are a key element for
growth and jobs in the economy.

As announced in the budget, the Bill introduces a
number of changes to Employment and Investment
Incentive (EII) following a review of the relief. The
changes incorporate many of the recommendations
arising from the review, and move the scheme
away from a pre-clearance system, to a selfassessment system. This is a very welcome
development.
Other business-friendly developments include the
introduction of the Start-Up Capital Incentive, and
changes to Key Employee Engagement Programme
(KEEP). However, it was disappointing not to see an
increase in the lifetime limit for eligibility for
entrepreneur’s relief towards that offered in the
UK.

The Bill contains a couple of measures aimed at the
private residential sector. These include:


Full tax relief for mortgage interest for landlords of
residential properties. This represents an
acceleration of the restoration of full relief by 2
years.



“Rent-a-Room Relief” will no longer be available
for short-term lettings of less than 28 days.

While the extension of interest relief for landlords is
welcome, it is unlikely to have a significant impact on
the challenges currently facing the residential
property market.
If you have any questions on what the Finance Bill
means for you or your business, please contact any
member of the BDO tax team.

_________________________________
Ciarán Medlar I Head of Tax

PERSONAL TAX
Home Carer Tax Credit

Universal Social Charge (USC)

Childcare Support Payments

The Bill confirms an increase in the Home Carer Tax
Credit by €300 from €1,200 to €1,500.

The Bill confirms the changes in the rates and
thresholds for USC, as announced in the Budget. The
revised rates and thresholds will be:

The Bill confirms an exemption from income tax for
certain payments made by the Minister for Children
and Youth affairs to assist parents with the cost of
childcare.

Earned Income Tax Credit
The Bill confirms an increase in the Earned Income Tax
Credit for self-employed individuals from €1,150 to
€1,350.
Income Tax Standard Rate Band
The Bill confirms an increase in the standard rate
income band from €34,550 to €35,300 for a single
person. The Bill also confirms an increase in the band
for married couples from €43,550 to €44,300. This is
an attempt to ease the burden for low and middleincome earners.

•

USC Rate

€12,013 - €19,874

2%

€19,875 - €70,044

4.5%

€70,045 - €100,000

8%

Self-employed income
subject to USC at 11%.

0.5%

over €100,000 remains

•

The band ceiling for the 2% USC rate is increased
by €502 to €19,874.

•

The 4.75% rate is reduced to 4.5% for income in the
€19,875 - €70,044 band.

•
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Income Threshold
€0 - €12,012

Income of €13,000 or less is exempt from USC.

Hepatitis C and HIV Compensation Payments
The Bill confirms an exemption from income tax for
individuals infected by Hepatitis C or HIV in receipt of
certain financial assistance and or lump sum payments
from other EEA Member States.
Magdalen Restorative Justice Ex-Gratia Scheme
The Bill confirms that the tax exemption for
compensation payments relating to the Magdalen
Restorative Justice Ex-Gratia Scheme (MRJES) has
been extended to include 14 adjoining institutions of
the Magdalen laundries.
The Bill also confirms the exemption from tax for any
income/gains realised from the investment and or
reinvestment of such compensation.

EMPLOYMENT TAXES
Key Employee Engagement Programme (KEEP)

BIK on Electric Vehicles

Members of the Permanent Defence Forces

KEEP is a share based remuneration incentive designed
to enable certain SME companies to attract and retain
key employees. Gains arising if employees’ exercise
qualifying KEEP share options will be exempt from
income tax, USC and PRSI.

The Bill confirms an extension of the 0% benefit in kind
(BIK) rate for electric vehicles for three years, until 31
December 2021. This is subject to a limit on the
original market value (“OMV”) of €50,000 from 1
January 2019. The standard rate of BIK will apply to
any amount exceeding the €50,000 threshold. This
limit will also apply to cars purchases prior to 2019.

The Bill confirms that members of the Permanent
Defence Forces who receive accommodation and or
healthcare benefits as part of their employment will
not be obliged to pay BIK on such benefits.

Capital Gains Tax will apply on a subsequent sale of
these shares. The Bill has amended the restrictions on
the total market value of all shares in respect of which
qualifying share options can been granted by the
company to an employee or director. The market value
of the qualifying options must now not exceed the
lesser of –
•

€100,000 in any one tax year (no change),

•

€300,000 life time limit (previously €250,000 in any
3 consecutive tax years), or

•

100% (previously 50%) of the annual emoluments of
the employee or director in the year in which the
qualifying share option is granted.

PAYE Modernisation
The Bill includes a number of technical amendments to
the PAYE Modernisation system which is due to come
into effect from 1 January 2019. Such amendments
include the introduction of an obligation to file a
monthly USC return. It also includes confirmation that
re-grossed income is chargeable on the employee,
thereby allowing the employee to get the benefit of
the tax already deducted.
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BUSINESS TAX
Start-up Capital Incentive (SCI)

Film credit

Capital Allowances

The Bill introduces a new tax relief for qualifying
persons who invest in early stage startup ventures. The
maximum amount, which a qualifying company may
raise, is €500,000. The tax relief will run to the end of
2021.

The Bill confirms the Budget Day announcement of the
extension of film relief to 2024. The Bill also provides
for an additional tax credit for film production of 5%.
The credit is available where the production of a film
takes place in a designated region in Ireland. The full
credit will be available up to the end of 2020, after
which it will taper out.

Gas propelled vehicles and refueling equipment

Start-up Relief for Companies

Intellectual Property

The Bill extends the corporation tax relief for
qualifying startup companies, who commence their
trade before the start of 2022.

The Bill has updated the rules for capital allowances
on Intellectual Property. The update provides
additional clarity on income arising when IP is acquired
prior to 11 October 2017 and when IP is acquired from
11 October 2017 onwards.

Employment Investment Incentive (EII) & Start-up
Relief for Entrepreneurs (SURE)
The Bill aims to simplify the legislation provisions of
the income tax reliefs for investment in corporate
trades.
The amendments have introduced a range of changes
to the process of the Employment Investment
Incentive (EII) and the Start-up Relief for
Entrepreneurs (SURE). The most significant change
being the moved away from the current application
process to a system whereby companies will now selfcertify that they have met the conditions.

It amends the trigger points in relation to when
claims can be made, tying all claims to a
requirement to have spent 30% of the money on a
qualifying purpose rather than the various trigger
points which currently apply under existing
provisions.
EII and SURE reliefs will be able to run until the end of
2021.
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The Bill confirms the Budget Day announcement of the
introduction of a capital allowances scheme for gaspropelled vehicles and refuelling equipment. Business
will now be able to receiving 100% capital allowance in
year 1 of the equipment.

The updates now require that the income received
from the two different periods be treated as two
separate income streams when calculating capital
allowances.
Childcare Services & Fitness Centre to Employees
The Bill introduces a new capital allowance scheme for
equipment and buildings used by employers for the
purposes of providing childcare services or a fitness
center to their employees.
Businesses will now be able to receive 100% capital
allowance in year 1, for equipment and over seven
years for buildings.

PROPERTY
Interest Tax Relief

Disposal of a Site to a Child

Dwelling House Relief

The Bill reflects changes announced on Budget Day to
the tax relief on borrowings for property owners. From
1 January 2019 full interest relief on residential
property lettings will be allowed in computing taxable
rental income. This represents an acceleration of 2
years on the planned restoration of full interest relief.

The transfer of a site from a parent to a child is
exempt from CGT providing the size of the site is no
larger than one acre in addition to the house, the
market value of the land does not exceed €500,000
and the child constructs a property and resides in it for
a period of six years. The Bill confirms this relief from
CGT has been expanded to include the spouse or civil
partner of the child concerned as of 1 January 2019.

The Bill proposes an amendment to the Dwelling House
Relief. The amendment provides a beneficiary will be
deemed to have an interest in a property which is
subject to a discretionary trust, which the beneficiary
established and can potentially benefit from. In such
circumstances, the beneficiary may not avail of
dwelling house relief.

Rent-a-Room Relief
Rent-a-Room Relief provides an exemption from
Income Tax for rental income of up to €14,000 per
annum for the rental of a room in the landlords
principal private residence.
The Bill proposes to amend rent-a-room relief to
exclude short-term lettings of less than 28 days.

The proposal will not affect the application of
rent-a-room relief to certain types of shorter term
residential accommodation which are not leisure or
business related. These include the provision of
accommodation for respite care, exchange
language students or five day a week digs.
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INTERNATIONAL TAX
Exit Tax
The Bill introduces a new exit tax of 12.5%, which will
be charged on unrealised capital gains where there are
certain asset transfers out of Ireland or where a
company migrates its tax residence from Ireland.
Prior to the introduction of the new exit tax regime
certain companies could leave the state and the scope
of Irish tax without giving rise to an exit tax charge.
The new exit tax applies from 10 October 2018.
Controlled Foreign Company

The Bill outlines Ireland’s Controlled Foreign
Company (CFC) legislation, which will take effect
from 1 January 2019.
A CFC is a non-Irish tax resident company which is
controlled by an Irish resident company. CFC rules
are an anti-abuse measure which aim to prevent
the diversion of profits from controlling Irish
companies to foreign subsidiaries located in low or
zero tax jurisdictions.
The rules operate to attribute the undistributed
profits of a CFC, arising from non-genuine
arrangements, to an Irish company which carries
out significant people functions in Ireland. A credit
for foreign tax arising on the same profits is
available, and a number of exemptions apply.
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INDIRECT TAXES
Excise Duties

Value Added Tax

Repayments in specific circumstances

Sugar Tax

Tourism Sector

The Sugar Sweetened Drinks Tax will be extended to
cover milk substitute or milk fat-based drinks that
have less than 119mg of calcium per 100ml. This is
based on a commitment made to the European
Commission to ensure that exempt drinks have a
certain nutritional value.

The Bill confirms that the reduced VAT rate of 9% on
tourism related services introduced in 2011 will
increase back to the original rate of 13.5% from 1
January 2019.
Sporting Facilities

The Bill amends Section 104(2) by deleting Section
104(2) (a), (b) and (c). Therefore, where the supply of
a telephone card is taxable in Ireland and that
telephone card is subsequently used by a private Irish
customer outside of the EU for the purpose of
accessing a telecommunications service, the supplier
is no longer entitled to a reduction in the VAT already
paid.

Tobacco Products Tax

The Bill confirms that the 9% VAT rate has been
retained for the provision of Sporting Facilities.

Services received from abroad and accountable
persons

The Bill confirms the increases in the rates of Tobacco
Products Tax, which, when VAT is included, amount to
an additional 50 cent on a pack of 20 cigarettes in the
most popular price category with pro-rate increases on
other tobacco products. These increases will take
effect from midnight 9 October 2018.

Supplies of residential property by a Receiver or
Liquidator

The Bill confirms an increase in the Betting Duty from
1% to 2%, with the rate charged on betting
intermediaries set to rise from 15% to 25%. These
increases will take effect from 1 January 2019.

The Bill amends Section 12(2) by substituting “(other
than a service of a kind referred to in section 33(2)(b),
(ba) or (c))” for “(other than a service of a kind
referred to in section 33(2)(b) or (c))”. This
amendment excludes the reverse charge rule applying
to non-established suppliers for the supply of
telecommunications services, radio or television
broadcasting services or electronically supplied
services together with the provision of accommodation
where the supply is by the provider of the
accommodation acting in his or her own name.

Vehicle Registration Tax (VRT)

Residential Properties

The bill extended the Vehicle Registration Tax (VRT)
relief for Hybrid Electric vehicles until the end of
2019.

The Bill aims to provide clarity on the VAT treatment
of the disposal of certain residential properties.
Properties developed by a residential property
developer and then disposed by another party are now
included in the amendment.

Betting
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The Bill deletes Section 94(7)(e) of the Act which
relates to the sale of certain residential properties by
Receivers and Liquidators etc. This is a technical
amendment and is apparently made to ensure that
such sales remain subject to VAT.

OTHER MEASURES
Anti-Avoidance Measures

Miscellaneous

Other

Loans from Close Companies to Participators

Agri-taxation

Capital Acquisitions Tax (CAT) Thresholds

The Bill includes an amendment for certain privately
owned companies (close companies) making loans to
participators.

The Bill includes amendments to the agri-taxation
requirements for stock relief and income averaging.

The Bill confirms an increase in the ‘Category A’ CAT
threshold which broadly applies to transfers between
parents and their children by €10,000 from €310,000
to €320,000 as of 10 October 2018.

Tax Appeals
Where a company advances a loan to a participator an
amount equal to 20% of the re-grossed is payable to
Revenue.
The Bill has sought to extend this anti-avoidance
measure to cover arrangements where the main
purpose is to avoid the requirements to withhold this
tax.
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The Bill includes amendments to the current tax
appeal process.
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