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BUDGET 2018 
 

INTRODUCTION: 

 

These notes summarise the main provisions of the Budget as announced by Minister Paschal Donohoe on 10
th
 

October 2017. As usual, some of changes took effect immediately but it is important to remember that most of the 

measures announced reflect intended changes and further adjustments can arise before the relevant legislation is 

drafted and ultimately enacted into law.  

 

In addition, many of the planned incentives and reliefs will be subject to obtaining EU approval and/or a 

Ministerial Order before becoming operative. Therefore, it is essential to review the actual legislation, when it 

becomes available, for a more detailed analysis and before making any decisions or taking any action.  

 

 

Income Tax: 

 

 No changes to income tax rates but tax bands increased by €750, so the revised SRCOPs for 2018 will be 

€34,550 (from €33,800) for a single person, €38,550 (from €37,800)  for a single parent, and €69,100 (from €67,600)  

for a married couple, with the usual €43,550 / €25,550 split available. 

 

 The Home Carers’ Tax Credit increases by €100 from €1,100 to €1,200 in 2018. The income threshold 

remains at €7,200 – but don’t forget that claimant can’t benefit from both increased SRCOP and HCTC. 

 

 The ‘Earned Income Tax Credit’ increases by €200 from €950 to €1,150 for 2018. 

 

 The BIK on electric vehicles will be reduced to 0% for 2018, with no BIK for the electricity used to charge the 

vehicles. Whether this will extend beyond 2018 will depend on the outcome of the review of BIK on vehicles 

which is planned for next year.   

 

 A new scheme to allow pre-letting expenses for new residential rental properties will run until 2021. This will 

be capped at €5,000 per property and could be clawed back if the house is removed from the rental market 

within 4 years. 

 

  A new share-based scheme know as K.E.E.P (Key Employee Engagement Programme) will be introduced in 

2018, subject to usual State-aid Approval. It will apply to small and medium companies and will take the form 

of a traditional ‘tax-based Share Option Scheme’, i.e. the employee will be subject to CGT on the sale of the 

shares as opposed to income tax on the exercise of the option. 

 

 The DIRT changes announced in Budget 2017 will continue so the old 41% rate will continue to fall by 2% pa 

until stopping at 33% in 2020, i.e.:  

- 2017  39%     - 2019     35% 

- 2018 37%     - 2020     33% 
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 The phased restoration of full loan interest relief for Residential Landlords announced last year will continue 

to increase by 5% pa until 2021 (the allowable amount increased from 75% to 80% in 2017, and will rise to 85% in 2018, etc). 
 

 

PRSI & USC: 

 

 The National Training Fund levy will increase from 0.7% to 0.8% from 1
st
 January 2018, and to 0.9% in 2019 

and to 1% in 2020. This is likely to result in increased Employers’ PRSI as follows: 

  

 
 

 The USC Regime is to be adjusted from 1
st
 January 2018. The Exemption Threshold will remain €13,000, but 

some of the lower rates are to fall by 0.5% and the bands tweaked to ensure that those on the new minimum 

wage avoid the upper rates of USC: 

 
 

(Relief for Medical Card holders and Over-70’s (with income < €60k) continues – they are excluded from higher USC 

rates and won’t pay more than 2%.)  
 

 

 

 

CGT: 
 

 No change to the 33% Rate, or to the annual €1,270 CGT Exemption.   

 

 The holding period for properties acquired under the  ‘7-year Retention Exemption’ will be reduced to 4 years, 

so owners can still avail of full relief for properties sold between the fourth and seventh anniversaries of their 

acquisition. 

 

 The use of farm land for solar panels will be regarded as ‘agricultural use’ for the purposes of Retirement 

Relief, provided no more than 50% of the land is used for this purpose. 

 

 

CAT: 
 

 No change in the 33% CAT tax Rate, or in the annual €3k SGE.  

 

 No changes announced to the Exemption Thresholds so these remain at 

o Class A €310,000 

o Class B €32,500 

o Class C €16,250 
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 As with RR above, the use of farm land for solar panels will be regarded as ‘agricultural use’ for the purposes 

of Agricultural Relief, provided no more than 50% of the land is covered by solar panels. 

 

VAT: 
 

 No change to existing ‘main’ VAT rates – including the 9% rate for aspects of the ‘tourism & hospitality’ 

sector which is being retained. 

 

 The VAT rate for Sunbed usage will increase from 13½% to 23%.  

 

 A new ‘Charities VAT Rebate Scheme’ will be introduced in 2019 for VAT incurred in 2018. Charities will be 

entitled to reclaim a portion of the VAT incurred on costs based on the level of non-public funding they 

receive. There is a cap of €5m for this scheme which will be allocated among claimants on a pro-rata basis.  

 

Corporation Tax: 
 

 No change to existing 12½% rate or other corporation tax rates. 

 

 Capital allowances and interest relief linked to intellectual property will be capped at 80% of the income 

derived from that IP. 

 

 The accelerated capital allowances for energy-efficient equipment was due to expire at the end of this year but 

it will now run to 2020. 

 

Stamp Duty: 

 

 The SD rate for commercial properties increased from 2% to 6% from midnight of 10
th
 October.  

 

 A new SD refund scheme will be introduced where an element of the new 6% rate may be refunded where 

property is acquired for residential development subject to conditions, e.g. development must commence 

within 30 months. Further details will follow in the Finance Bill. 

 

 Consanguinity relief and the relief for YTFs have been retained. 

 

Excise:  
 

 No change for Alcohol, Petrol and Diesel or Home Heating Oil. 

 

 Cigarettes increased by 50 cents per 20-pack from 10/10/2017, with pro-rata increases for other products. 

 

 

“Sugar Tax”:  
 

 A new tax will be introduced from 1
st
 April 2018 on ‘sugar sweetened beverages’. It will not apply to pure 

fruit juices (unless sugar is actually added) or dairy products.  The tax will be: 

- 30c per litre on drinks with a sugar content of 8g + per 100ml. 

- 20c per litre on drinks with a sugar content of 5g – 8g per 100ml.  
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Sundry Other Changes: 

  

 A new ‘Brexit Loan Scheme’ will be set up to help SMEs with their ‘short-term working capital needs’. 

 

 A new ‘funding vehicle’ called HBFI (Home Building Finance Ireland) will help finance housing projects. 

 

 The Minimum Wage will increase from €9.25 to €9.55 per hour from January 2018. 

 

 The “Vacant Site Levy” – introduced under the Urban Regeneration and Housing Act 2015 – is due to 

commence in 2018 with the first levy due in 2019. The rate for the first year will remain at 3% but the rate for 

the second and subsequent years will increase to 7%. 

 

 It was confirmed in last year’s Budget that mortgage interest relief would be tapered out to 2020 for the 

remaining recipients. The tapered extension will take the form of 75% of the existing relief for 2018, 50% in 

2019 and 25% in 2020.  

 
 

Anti-Avoidance / Tax Compliance: 

 

 In preparation for ‘PAYE Modernisation’ the Revenue will undertake a range of ‘compliance interventions’ to 

ensure Employers are meeting their obligations. 

 

 The Revenue have been allocated €20m to develop its capacity to tackle ‘complex tax avoidance and transfer 

pricing cases’.  

  

Social Welfare Changes: 

 

 The Old Age Pension will increase by €5 per week from last week of March 2018. 

 

 Other weekly social welfare payments will increase by €5pw from the last week of March 2018. 
 

 The scope and rates for the FIS and related schemes will be enhanced. 
 

 The “prescription scheme cost” is reduced from €2.50 per item to €2, with a subsequent reduction in the 

monthly cap from €25 to €20 from March 2018. 
 

 The Drug Payment Scheme will be reduced from €144 to €134 per month. 

 

 The Christmas Bonus remains at 85% for this December. 
 

 A new Telephone Support Allowance of 2.50 per week introduced for those in receipt of both the Living Alone 

Allowance and the Fuel Allowance. 
 

 
 
As outlined above, further information will be available in due course so please watch www.mkbrazil.com for details. In 
the meantime, please contact MK Brazil if you have any queries regarding any of the above, or if you wish to explore any 
of the tax or other measures announced in the Budget further. 
 

 
Please note that the above is intended to be a general guide to the various issues only and further advice should be obtained before taking, or 
refraining from taking, any action. This leaflet is intended to be informative and issues are condensed in the interest of clarity and brevity, and a 

more comprehensive examination of the issues is outside the scope of this leaflet. The author does not accept responsibility for any one acting 
or refraining from acting based on this information. 
 

http://www.mkbrazil.com/

