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Rogan 

 

The first Budget under the new political 
regime shows a move in the right direction 
albeit it with an air of post – Brexit caution.   
The Budget held very few surprises and in 
general we welcome a lot of the measures 
introduced including the increase in 
Thresholds for Capital Acquisitions Tax 

The reduction in DIRT rates, the 
improvements for the self-employed and 
entrepreneurs and finally the fact that no 
changes have been made in the supports for 
private pension provision.  

Budgetary announcements invariably impact 
on planning strategies and we have provided 
a summary of the key changes announced 
that we feel are the most relevant to your 
ongoing financial plans.  Please note this 
briefing is for information purposes only and 
should not be construed as tax advice.  

The finance bill will follow in the next couple 
of weeks and we will be monitoring this to 
see if there are any technical changes and 
will advise you accordingly.   

 

 

 

 

 

Income Tax 
No increase in the standard rate bands or changes 
to the income tax rates.   

USC 

Cuts to three lowest rates of USC by 0.50% 
resulting in the following rates: 

1% rate reduced to 0.5%  

3% rate reduced to 2.5% 

5.5% rate reduced to 5% 

In addition the 2.5% USC ceiling is increased from 
€18,668 to €18,772 

 

Property 

Buy to let  

Buy to let mortgage interest offset against rental 
income from rented residential property to be 
increased from its current 75% to 80% in 2017, for 
both new and existing buy to let mortgages. It is 
planned to increase the % by 5% in each of the 
following years to reach 100% by 2021. 

Rent a room Scheme  

The budget provides an increase to the rent a 
room scheme and homeowners renting a room in 
their home on a long term basis may be entitled 
to earn up to €14,000 p.a tax free. 

 

   Capital Acquisitions Tax     
   (comprises Gift Tax, Inheritance  
    Tax & Discretionary Trust Tax) 

 

The increase in the tax free Group A 
threshold for gifts and inheritances from 
parents to children was widely expected. 
There were smaller increases on the other 
two tax free thresholds  with no major 
changes to any of the ‘reliefs’ currently 
available from inheritance & gift tax 
The changes to the tax free thresholds form 
12th October 2016 are as follows: 

 The Group A lifetime tax-free threshold 
applying to gifts and inheritances from 
parents to children is being raised from 
€280,000 to €310,000, 

 The Group B lifetime tax-free threshold 
applying to gifts and inheritances made 
to parents, siblings, nieces, nephews or 
grandchildren is being raised from 
€30,150 to €32,500. 

 The Group C lifetime tax-free threshold 
applying to gifts and inheritances made 
to all others (except spouses and civil 
partners who are exempt) is being 
raised from €15,075 to €16,250. 

There is no change to the CAT tax rate of 
33%.  Although an increase in the tax free 
thresholds is welcome, tax liabilities are  
substantially higher in recent years due to a 
combination of the gradual increase in tax 
rates (CAT @ 20% in 2008) and a reduction 
in the thresholds from €521,208 for Group A 
in 2008.   
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 Social Welfare 
 

 
The State Pension will rise by €5 per week in 
March 2017 which will bring the state pension 
up to €12,391 per annum.  For those of you 
looking to access your pension benefits and 
in the context of the €12,700 guaranteed 
income requirement before being eligible for 
the Approved Retirement Fund this leaves a 
shortfall of €309 that you would need in 
other pension income.   

 

    

 

   Investment 
Investment 

DIRT 

The current DIRT rate of 41% is being 
reduced to 39% with effect from 1st January 
2017 and a further reduction of 2% in each of 
the following years up to 2020 as follows: 

DIRT Rates 

2016 2017 2018 2019 2020 

41% 39% 37% 35% 33% 

  

   Exit Tax 
We note that no similar reduction is 
mentioned for exit tax rates (also referred to 
as gross roll up/investment tax), which 
remains at 41% and we expect the 
investment industry to press for a similar 
reduction in the exit tax rate and this may be 
addressed in the Finance Bill 

Unfortunately the insurance levy of 1% 
remains in place  

    
   Self Employed & Propriety           
 Directors 
  

Increase in Earned Income Tax Credit 
Proprietary directors, and their working 
spouses/civil partners, have traditionally 
been discriminated against because although 
they paid their income tax under PAYE, they 
could not claim the PAYE tax credit of 
€1,650.  

A tax credit was introduced in the Budget 
2016 and has subsequently been increased 
this year by €400 to €950 for 2017.  

Where an individual has two sources of 
income, one entitled to the PAYE tax credit 
and another entitled to the earning income 
tax credit, the combination of the two tax 
credits cannot exceed €1,650. 

                                                                                                                                          
  

 

    
   

   Pensions 
In previous Budget speeches Minister 
Noonan has stated that the government 
believes it is in peoples’ best interest to 
invest in pensions. In Budget 2017 the 
government has not announced any changes 
in the supports for private pension provision 
and has not announced any changes in how 
pensions operate. 
 

Key Points on Pensions 
 No change to the marginal rate income 

tax relief on pension contributions 

 No change to the tax exemption that 
applies on pension investment income 

 No change to the Earnings cap of 
€115,000 

 

 

              

 
  

 No change to retirement lump sum 
options or €200,000 tax free lump sum 
threshold, and amounts from €200,000 
to €500,000 will remain taxed at 20% 

 No change to the AMRF limit of €63,500 
or guaranteed income requirement of 
€12,700 

 

We will wait for the Finance Bill to see if the 
Standard Fund Threshold of €2,000,000 will 
be amended from 2017 in line with an 
earnings adjustment factor. 
 

   Invalidity Pension  
The Invalidity Pension is being extended to 
self-employed PRSI contributors from 
December 2017 

  CGT rate on the sale of a 
 business 

The Minister announced a reduced CGT rate 
of 10% (was previously 20% ) which will apply 
from 1st January 2017 to the sale in whole or 
part of a business up to an overall lifetime 
limit of €1 million in chargeable gains.   

In addition  

PAYE Modernisation 
Consultation being launched by the 

Revenue Commissioners. The aim of this 
consultation is to 

help employees manage their tax affairs and 
reduce contact between employers and the 
Revenue.  

Reduce administration costs for employers 
and the Revenue  

 Improve compliance  

Provide up to date information for policy 
makers 
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 Offshore tax evasion 
Minister Noonan announced plans to tackle   
offshore tax evasion and increase resources 
available to Revenue to tackle non-
compliance.  

 Help to Buy for First Time 
 House Buyers  

An income tax rebate incentive is being 
introduced to assist first time buyers of new 
homes to help fund their deposit 
requirement. It will consist of a rebate of 
income tax paid over the previous four years 

up to 5% of the purchase price up to 
€400,000.  

 
Where new homes are valued between 
€400,000 and €600,000 the maximum 
relief (i.e. €20,000) will continue to be 
available.  
 
This will apply to new build only. Applicants 
must take out a mortgage of at least 80% 
of the purchase price. This scheme will run 
until the end of 2019 
homes to help fund their deposit  
to €400,000.  

 

 

 

 

Please Note: The information contained in this document is intended to describe the subject in general terms. It does not attempt to cover 
every issue which may arise. While great care has been taken to ensure the accuracy of the information contained in this document, Wealth 
Alliance cannot accept responsibility for its interpretation nor does it provide tax or legal advice 

 


