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Séanadh

Is í an Oifig Buiséid Pharlaiminteach (OBP) a d’ullmhaigh an doiciméad seo mar áis do Chomhaltaí Thithe an 
Oireachtais ina gcuid dualgas parlaiminteach. Ní bheartaítear é a bheith uileghabhálach ná críochnúil. Féadfaidh an 
OBP aon fhaisnéis atá ann a bhaint as nó a leasú aon tráth gan fógra roimh ré. Níl an OBP freagrach as aon tagairtí 
d’aon fhaisnéis atá á cothabháil ag tríú páirtithe nó naisc chuig aon fhaisnéis den sórt sin ná as ábhar aon fhaisnéise 
den sórt sin. Tá baill foirne an OBP ar fáil chun ábhar na bpáipéar seo a phlé le Comhaltaí agus lena gcuid foirne ach ní 
féidir leo dul i mbun plé leis an mórphobal nó le heagraíochtaí seachtracha.

Disclaimer

This document has been prepared by the Parliamentary Budget Office (PBO) for use by the Members of the Houses of 
the Oireachtas to aid them in their parliamentary duties. It is not intended to be either comprehensive or definitive. 
The PBO may remove, vary or amend any information contained therein at any time without prior notice. The PBO 
accepts no responsibility for any references or links to or the content of any information maintained by third parties. 
Staff of the PBO are available to discuss the contents of these papers with Members and their staff, but cannot enter 
into discussions with members of the general public or external organisations.
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Finance Bill 2018 gives effect to tax measures announced in Budget 2019. Generally, the Finance Bill will contain 

certain technical provisions that are not announced with the Budget, as these provisions are unlikely to have a 

budgetary impact. However, there are additional changes (technical and non-technical) included in Finance Bill 

2018 that were not announced in the Budget, that potentially have budgetary implications. 

This Briefing Paper analyses those measures contained in Finance Bill 2018 that the PBO believes could have a 

budgetary impact. We further highlight certain key issues (as summarised below) in respect of these measures.

These key issues are as follows:

Timely publication of Finance Bill measures: Finance Bill 2018 contains several measures which were not announced 

as part of Budget 2019. This is particularly problematic when these measures are likely to have a budgetary impact 

(cost or yield). In the PBO’s post-budget commentary,1 it was emphasised that the timely publication of budgetary 

material would facilitate greater parliamentary engagement and scrutiny of this material.

Following on from this, the PBO would also emphasise that it would be useful if all measures (with associated 

costings) contained in the Finance Bill were published in advance of the consideration by the Dáil of the Bill, 

where practicable. In addition, the publication of reviews undertaken in respect of measures contained in the Bill, 

in advance of Budget Day, would facilitate greater oversight and scrutiny.

The publication of multi-annual costings: Costings provided in the Budget documentation in respect of policy 

changes indicate full year and first year costs. However, the publication of multi-annual costings, where relevant, 

would allow for better fiscal oversight and management.

As an example, Budget 2019 proposes to extend the Film Relief Credit (section 24 of Finance Bill 2018) by four years, 

from end-2020 to end-2024. As this change will not take effect until 2021, no costings information has been provided 

(this is despite the fact that the Film Relief Credit is estimated to have cost €100 million in 2017).

Furthermore, the publication of forecasts in relation to the costs of tax expenditures would be welcome, and 

would provide a useful baseline against which costed changes to existing tax expenditures could be assessed.

The need for more detailed information: In addition to the provision of multi-annual costings, the PBO would emphasise 

that there is scope to provide a greater level of detail regarding the first and full year costings information that is currently 

provided.

1 Budget 2019 – Issues for Members of Houses of the Oireachtas, 22 October 2018.
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Introduction and Key Issues

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-10-22_pbo-budget-2019-issues-for-members-of-the-houses-of-the-oireachtas_en.pdf


Specifically, certain measures are costed on an aggregate basis, with no disaggregated costing information provided. This 

means that assessing the budgetary impact of specific measures can be challenging. In addition, discrepancies between 

first and full year costs for VAT and Excise Duty measures due to take effect from 1 January 2019 could be better explained.

Generally, and with the exception of taxes on tobacco products, behavioural responses are not incorporated in the 

costings information that is provided in the Budget in respect of policy changes or new measures. In addition, the 

publication of material in each year, examining the accuracy of the estimated costings in respect of each Budget 

measure, would facilitate greater budgetary scrutiny and oversight.
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Table 1: Summary of the cost/yield of Budget 2019 revenue measures

Net yield (+) / cost (-), € millions

Measure 2019 Full year

USC -105 -123

PRSI -2.5 -3

Income Tax -186 -233

VAT +460 +552

Excise Duty +110.3 +122.4

Inheritance Tax -6.9 -8.1

Agri-tax -24 -25.5

Mortgage Interest Relief -10 -18

National Training Fund +69 +77

Revenue Compliance Measures +50 +50

Other* -13.6 -24.3

Net Total +341.3 +366.5

* This includes extensions of the Film Credit Relief, the Three Year Start Up Relief, and the 0% benefit-in-kind rate 
for electric vehicles. It also includes Accelerated Capital Allowances, and changes to the Key Employee Engagement 
Programme (KEEP).

Additional measures which were stated in Budget 2019 to have no revenue impact include the introduction of Controlled 

Foreign Company rules, and an Exit Tax in respect of unrealised capital gains where company assets are moved outside 

the State. However, it seems likely that these measures have the potential to impact revenue (though estimating this 

impact may be difficult).

Not all revenue changes announced in Budget 2019 are legislated for in Finance Bill 2018. The changes to the National 

Training Fund will be implemented in a Social Welfare Bill. The Revenue compliance measures arise from changes to the 

way the Revenue Commissioners collect income tax and were legislated for in Finance Act 2017 with section 

56 of Finance Bill 2018 making further amendments.

There may be differences between the cost or yield from a Budget measure in 2019 and in a ‘full year’. This usually 

arises due to the timing of tax payments which can be after the year is completed. In addition, some measures do not 

commence on 1 January (e.g. those measures that are subject to a commencement order due to the requirement to 

receive EU State-aid approval). Further, some measures are automatically applied to taxpayers (e.g. USC changes), 

whereas others require an application process which may take some time for taxpayers to become familiar with.
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Four Financial Resolutions were published alongside Budget 2019 and were subsequently approved by Dáil Éireann. 

Three of these Financial Resolutions temporarily transpose certain measures in Budget 2019 into law. These measures 

are included in Finance Bill 2018, and, dependent on approval by Dáil Éireann, will be transposed via primary legislation 

in Finance Act 2018.

n Financial Resolution 1 – includes amendments to Finance Act 2005, and generally concerns the changes 

to Excise Duty on tobacco products announced in Budget 2019, with effect from 10 October 2018. This 

measure is contained in section 32 of Finance Bill 2018.

n Financial Resolution 2 – includes amendments to Taxes Consolidation Act 1997 and concerns the introduction 

of an “Exit Tax” regarding the movement of company assets outside the State, as announced in Budget 2019, 

with effect from 10 October 2018. This measure is contained in section 30 of Finance Bill 2018.

n Financial Resolution 3 – provides for legislative amendments to Value-Added Tax Consolidation Act 2010 to 

transpose changes to the VAT rate for the hospitality sector, as contained in Budget 2019, with effect from 1 

January 2019. This measure is contained in section 41 of Finance Bill 2018.

While Financial Resolutions 1 and 2 concern measures that were due to take effect in advance of the publication of 

Finance Bill 2018, the purpose of Financial Resolution 3 is unclear, as the changes in relation to VAT, as announced 

in the Budget, do not take effect until 1 January 2019 (which is typically after the signing of the Finance Act). The PBO’s 

post-Budget 2019 commentary2 previously highlighted this issue. Effectively, this has the potential to limit the impact 

of scrutiny that this measure will receive from the Oireachtas as Finance Bill 2018 progresses through the Houses.

2 Budget 2019 – Issues for Members of the Oireachtas, October 2018.
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https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-10-22_pbo-budget-2019-issues-for-members-of-the-houses-of-the-oireachtas_en.pdf


This section provides information on costing, policy background and policy implications of those measures contained in 

Finance Bill 2018 which are likely to have budgetary implications. Measures that are not described as being a ‘Budget 

Measure’ are those that were not announced in Budget 2019 and are instead being introduced with Finance Bill 2018.

Part 1, Chapter 2 – Universal Social Charge, 
Income Tax, Corporation Tax and Capital Gains Tax

Section 2

Measure: Changes to Universal Social Charge (USC) bands and rates.

Budget Measure: Yes

Description: Section 2 amends the rates and bands that apply in respect of the USC, specifically: reducing 

the 4.75% rate by 0.25% to 4.5%, and increasing the amount of income liable at the 2% rate by €502 to €7,862, 

while the income liable at the new 4.5% rate is reduced by an equivalent amount.

Cost: In total, Budget 2019 estimates that these measures will cost €123 million in a full year and €105 million in 2019.

Policy Background: The USC is a tax on income. It replaced the income and health levies from 1 January 2011. USC is 

payable by those on incomes above €13,000 per year. Previously, this limit was €10,036 from 2012 to 2014, €12,012 in 

2015, and €13,000 from 2016. Once income is over the €13,000 limit, USC is paid at the relevant rate on all income. 

USC does not apply to social welfare or similar payments.

Policy Impact: Incomes of €13,000 or less will continue to be exempt from USC in 2019. Once income is over 

this limit, the following rates will apply from 1 January 2019:

n €0 to €12,012 @ 0.5%

n €12,012 to €19,874 @ 2%

n €19,874 to €70,044 @ 4.5%

n €70,044+ @ 8%

n Self-employed income over €100,000: 3% surcharge

The increase in the 2% rate band ceiling is intended to ensure that a full-time adult worker who benefits from the increase 

in the hourly minimum wage rate (from €9.55 to €9.80), will remain outside the top rates of USC. The reduction in the third 

rate of USC is intended to ensure that the marginal tax rate on incomes up to €70,044 is reduced from 48.75% to 48.5%.

USC generated approximately €3.7 billion in Exchequer revenue in 2017 (approximately 5% of Exchequer revenue). 

Income taxes in general are projected to total €22.9 billion in 2019, approximately 32% of Exchequer revenue.
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Part 1, Chapter 3 – Income Tax

Section 3

Measure: Increase in all income tax standard rate bands.

Budget Measure: Yes

Description: An increase of €750 in the income tax standard rate band for all earners, from €34,550 

to €35,300 for single individuals and from €43,550 to €44,300 for married one earner couples.

Cost: Budget 2019 estimates that this measure will cost €161 million in a full year, and €138 million in 2019.

Policy Background: Finance Act 2017 (following Budget 2018) also introduced an increase of €750 in the income 

tax standard rate band for all earners, from €33,800 to €34,550 for single individuals and from €42,800 to €43,550 

for married one earner couples.

Policy Impact: Compounded by the changes contained in section 2 concerning reductions in USC, this measure could 

risk generating overheating pressures in the economy, via increased aggregate demand. However, it could also be seen 

as a measure to increase tax bands in line with wage growth (i.e. index the income tax system).

As stated above, income taxes in general are projected to total €22.9 billion in 2019, approximately 32% 

of Exchequer revenue.

Section 4

Measure: Increase in the Earned Income Tax Credit.

Budget Measure: Yes

Description: The Earned Income Tax Credit will increase by €200 from €1,150 to €1,350.

Cost: Budget 2019 estimates that this measure will cost €48 million in a full year, and €27 million in 2019. 

The difference between the 2019 and full year cost is due to the timing of tax returns and payments by self-employed 

persons. Such taxpayers have until the October (November if they use online services) of the following year to finalise 

their tax returns.

Policy Background: The Programme for a Partnership Government proposed that the Earned Income Tax Credit 

be increased from €550 to €1,650 for the self-employed, to match the PAYE credit (i.e. the employee’s tax credit), 

by 2018. Prior to Budget 2019 the Revenue Commissioners estimated that the move to fully equalise the rates would 

cost €68 million in 2019 and €121 million in a full year.

Policy Impact: This change reduces the difference between the Earned Income Tax Credit and the PAYE tax credit i.e. 

the difference between tax credits between the self-employed and employees. All other things being equal, the lower 

tax burden should increase the incentive to work for the self-employed – though the change is not large and thus the 

effect will be small. However, the cumulative increase over the past three years is more significant (€550 to €1,350) 

and should have increased the incentive to be self-employed especially at lower incomes.
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Section 5

Measure: Increase in the value of the Home Carer Credit.

Budget Measure: Yes

Description: This Home Carer Credit will increase by €300 from €1,200 to €1,500.

Cost: Budget 2019 estimates that this measure will cost €24 million in a full year, and €21 million in 2019.

Policy Background: A Home Carer Credit is a tax credit given to married couples or civil partners (who are jointly 

assessed for tax) where one spouse or civil partner works at home in a caring role in support of a dependent (child 

or otherwise). The total cost of the credit, in terms of revenue foregone was €77.9 million in 2017, with 85,900 claims. 

An increase in the Home Carer Credit of €100 was introduced last year in Finance Act 2017 (following Budget 2018), 

from €1,100 to €1,200.

Policy Impact: While this measure increases the means of those staying at home in a caring role, it risks undermining 

labour market activation. The European Commission, as part of their CSRs for Ireland (in 2018 and in previous years) 

have called for limiting the scope and number of tax expenditures in Ireland, and have emphasised the need to pursue 

labour market activation policies. However, this measure appears to conflict with this goal.

Section 7

Measure: Tax exemption for certain childcare support payments.

Budget Measure: No

Description: This section provides an exemption from tax for certain payments made by the Minister for Children 

and Youth Affairs to parents or guardians on behalf of children.

Cost: No cost is provided for this amendment, however, there is potentially a cost in terms of revenue foregone. 

However, it is unclear if such payments have been subject to tax to date.

Policy Background: The Department of Children and Youth Affairs (DCYA) provides support to parents for the cost 

of childcare through a number of targeted schemes. Through these, DCYA pays for a portion of the childcare costs 

for eligible children, aka a subvention payment. For some schemes, this subvention does not cover the full cost of 

the scheme, and the parents pay the remainder of the cost.

Other schemes provide subsidised childcare places for parents on eligible training courses, or those returning to work.

Policy Impact: In the absence of this amendment, these payments should be taxable. Taxing these payments could have 

a negative impact on parents availing of the schemes, or taking up training or employment opportunities (i.e. labour 

market activation). Furthermore, those who do not earn enough to meet the tax thresholds will be unaffected, while 

those of a higher income will pay accordingly.
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Section 8

Measure: Tax exemption for certain benefits-in-kind: members of the Permanent Defence Force.

Budget Measure: No

Description: This section introduces an exemption from benefits-in-kind (BIK) for members of the Defence 

Forces for a) accommodation provided to them on Defence Forces land or b) healthcare provided to them.

Cost: No details of the cost of this measure are provided. Benefits-in-kind (BIK) are a non-cash benefit that 

an employee receives from their employer that has a monetary value. Such benefits are generally subject to tax, 

and treated as taxable income, unless stated otherwise in tax legislation. Therefore, absent any tax exemption, 

these benefits would otherwise be treated as taxable income, and as such, this provision has a cost to the 

Exchequer in terms of revenue foregone.

Policy Background: Members of the Defence Forces reside in barracks while on duty. As part of the terms and 

conditions of employment in the Defence Forces, members receive medical services such as primary medical care 

treatment, secondary care and an occupational medical service designed to ensure that Defence Forces personnel are 

medically fit to undertake the duties assigned to them and to treat any medical conditions arising, which would inhibit 

their capacity to undertake such duties. The majority of secondary health care for members of the Defence Forces is 

provided through the public/private health system. There is no charge to members of the Defence Forces for attendance 

at a public hospital A&E or a stay in a public hospital.

Policy Impact: In the absence of this measure, members of the Defence Forces would be required to pay tax 

on the BIK received. In general, this would be equivalent to the market value of the benefit.

The medical services received are considered part of the terms and conditions of the member’s employment in the 

Defence Forces, and have been considered as part of the total remuneration package and non-pay elements when 

reviewing the pay of such staff. If these were subject to tax, that could result in a claim for a pay increase.

These ‘benefits’ are directly connected to the requirements of the role and could be considered as necessary in order 

to deliver it. The medical services relate to ensuring that the members of the Defence Forces can fulfil their role, and 

the accommodation is necessary while they are deployed.
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Section 9

Measure: Vehicle benefit-in-kind (BIK).

Budget Measure: Yes

Description: This section amends Taxes Consolidation Act 1997, which provides for the application of BIK to employer 

provided cars (section 121) and vans (section 121A), respectively. This amendment extends the 0% BIK rate for electric 

vehicles by three years (due to expire at the end of 2018), until 31 December 2021. It further applies a cap of €50,000 

on this exemption, such that an electric vehicle with an Original Market Value exceeding €50,000 will be subject to BIK 

at standard rates on the amount above the cap.

Cost: Budget 2019 estimates that this measure will cost €3 million in a full year, and €3 million in 2019.

Policy background: As outlined previously, benefits that arise from employment in addition to salary (benefit-in-kind, 

BIK) may be subject to income tax based on the monetary value of these benefits. Employer provided vehicles are a form 

of BIK, and are taxed based on the cost to the employer of providing the vehicle, net of any contribution made by the 

employee (for example contributions to insurance costs, motor tax and fuel).

Policy Impact: This measure may incentivise employers to purchase more environmentally-friendly vehicles for 

employees, contributing to an overall reduction in carbon emissions. In addition to the revenue forgone from extending 

this relief for three years, the greater use of electric vehicles will likely negatively impact on the Exchequer via lower 

excise receipts (e.g. carbon tax, motor tax).

Section 11

Measure: Changes to the Key Employee Engagement Programme (KEEP).

Budget Measure: Yes

Description: The value of the shares that can be granted under the KEEP is to be increased to 100% of a qualifying 

individual’s pay in the year granted (from 50%) and the three year limit of €250,000 is changed to a lifetime limit 

of €300,000.

Cost: Budget 2019 estimates that this measure will cost €10 million in a full year, and nothing in 2019. In Budget 2018 

when the scheme was introduced, the cost was also put at €10 million in a full year, and nothing in 2018. The Minister 

stated in the Budget 2019 speech that take-up of the scheme was very low. Thus, it is unclear if the changes in Finance 

Bill 2018 are doubling the cost of the scheme or ensuring that the original cost estimate can be achieved (i.e. by 

increasing take-up). It is also unclear if the cost estimate is the gross or net cost i.e. Capital Gains Tax (CGT) applies 

on gains, thus the net cost would be the difference between the income tax/USC/PSRI foregone and the CGT raised.

In addition, as the scheme is open until 2023 and the shares can be sold up to end 2033, it would be expected that 

any shares granted in the early period may not be exercised until later, it is not clear if the estimated €10 million cost 

represents the average annual cost for the period. Further detail on how the cost was estimated and the assumptions 

made would be useful and would assist in scrutiny of the measure.

B
u

dg
et

ar
y 

Is
su

es
 in

 t
he

 F
in

an
ce

 B
ill

 2
01

8
Budgetary Issues in the Finance Bill 2018

10



Policy Background: The KEEP was introduced in Budget 2018 to incentivise the granting of share options to employees 

by certain SMEs. Income gains from exercising these options (if granted between 1 January 2018 and 31 December 2023 

and realised before 31 December 2033) do not count as income for income tax purposes. Such income is also exempt 

from USC and PRSI. However, Capital Gains Tax (CGT) applies on any gains on the disposal of the shares. These changes 

need approval by the European Commission and are thus subject to a commencement order.

Policy Impact: The take-up of the scheme should increase post Finance Bill changes. The introduction of a lifetime 

limit (per company) simplifies the scheme and could marginally reduce the overall cost of the scheme as the three 

year average limit would have allowed a higher limit. The increase in the salary limit encourages a higher take-up of 

the scheme and could increase cost. There are other restrictions on the scheme which could be limiting take-up3 but 

these are not affected by Finance Bill 2018.

Section 13

Measure: Week 53 pay-day.

Budget Measure: No

Description: This section increases the tax credits of employees paid weekly or fortnightly by 1/52 or 1/26 

in years when they have 53 or 27 paydays respectively.

Cost: No cost has been put on this change. However, it is likely to have a cost. In effect, for certain employees paid 

weekly/fortnightly it is increasing their tax credits and bands by 1.9%/3.8% (in approximately 1 in 6 years) and thus 

reducing the tax take from such employees. The current situation means that they are liable for such tax even though 

it is unlikely to be paid.

Policy Background: Employees who are paid weekly or fortnightly sometimes have a 53rd or 27th salary payment in 

certain years depending on when their payday falls. This can mean that they underpay tax as tax credits and bands are 

divided by 52 (or 26) and in practice, employers extend the normal weekly credits and bands to the 53rd/27th payday. 

The amounts due are in general too small to be actively pursued by the Revenue Commissioners.

Policy Impact: This reduces the liability for tax by approximately 1.9% for employees paid weekly in certain years (3.8% 

for those paid fortnightly) though only in about 1 in 6 years. This could be seen as a timing issue – in other years one or 

two days work would be compensated in the following year and come under that year’s tax credits and allowances. An 

alternative would be that instead of dividing tax credits by 52 or 26 for weekly or fortnightly paid employees divide by 

52.18 or 26.09 as this adjusts for the additional days.

The increase in tax credits could be seen to be unfair to employees paid monthly who do not have an additional payday.

3 PWC (2018) Protecting The Future: Finance Bill 2018, October 2018.
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Part 1, Chapter 4 – Income Tax, Corporation Tax and Capital Gains Tax

Section 14

Measure: Exemption of taxation in respect of payments under the Magdalen Laundries Restorative Justice Ex Gratia 

Scheme.

Budget Measure: No

Description: This section amends section 205A of Taxes Consolidation Act 1997 to exempt from income tax, payments 

made to women who were resident in 14 adjoining institutions, in the same manner as such payments made to women 

who were resident in named Magdalen institutions. It further provides for an exemption from Capital Gains Tax of any 

gains arising from the investment of payments made under this scheme.

Cost: While no cost has been provided for this measure, it likely has a negative Exchequer impact, in terms of revenue 

foregone in respect of compensatory payments that would otherwise have been subject to income tax and Capital Gains 

Tax.

Policy Background: Eligibility for this compensation scheme was previously limited to those present in 12 named 

Magdalen institutions. The Scheme was later expanded to include 14 adjoining institutions, with this amendment 

equalising the treatment between the individuals affected.

Policy Impact: This section provides for the equal tax treatment of compensation payments received by women 

who were resident in Magdalen institutions and those who were resident in certain adjoining institutions, in line 

with the expansion of the scheme to include adjoining institutions.

Section 15

Measure: Acceleration of wear and tear allowances for certain energy-efficient equipment (EEE).

Budget Measure: No

Description: The current scheme, whereby accelerated capital allowances are available for companies and sole 

traders who purchase energy efficient equipment, is being amended so that the scheme will have a new definition 

of energy efficient criteria and will also have enhanced administrative effectiveness.

Cost: The EEE scheme does not provide a cost to the State through revenue foregone, as these allowances were 

available over 8 years. Instead, it provides a cash flow benefit to the companies who can claim their tax deduction 

in year one.

Policy Background: In general, equipment is subject to wear-and-tear allowances at 12.5%. Finance Act 2008 introduced 

a scheme whereby energy efficient equipment would receive accelerated capital allowances, i.e. 100% of the cost of the 

equipment in year one. This was intended to incentivise companies and sole-traders to purchase highly energy efficient 

equipment, improve energy efficiency among Irish companies and sole-traders and to assist Ireland in meeting national 

targets and binding and non-binding EU targets on energy savings and the reduction of carbon emissions.
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The scheme was initially intended to run for three years, but has been extended three times until end-2020. The scheme 

was extended to sole traders and non-corporates in Finance Act 2016. Ten categories of qualifying equipment are listed 

under the scheme, and the Sustainable Energy Authority of Ireland (SEAI) maintains a list of the permitted equipment.

Take-up of the scheme has been poor, with only 71 claimants in 2016 at a cash flow cost to the Exchequer of €0.9 

million, or 65 claimants in 2015 with a cash flow cost to the Exchequer of €1.1 million. A 2017 review by the Department 

of Finance4 suggested that the scheme continue, despite the take-up remaining steady. It also suggested that there was 

potential room for improvement in the scheme, such as a reduction of the administrative burden and the inclusion of 

energy efficient products which cannot currently avail of the scheme.

Policy Impact: This section should reduce the cost of administering the EEE scheme by the SEAI, and allow 

it to be more responsive when considering products eligible under the scheme. It could also increase take-up 

of the scheme.

Section 16

Measure: Accelerated capital allowances for gas vehicles and refuelling equipment.

Budget Measure: Yes

Description: This section introduces an accelerated capital allowance for certain expenditure on new gas-propelled 

vehicles and associated refuelling equipment used for trading purposes. The allowance is 100% in year 1 and applies 

for 2019 to end-2021. It does not apply to private vehicles but to commercial vehicles (vans or trucks) and buses.

Cost: Budget 2019 estimates that this measure will cost €0 million in a full year, and €1 million in 2019. However, 

as Budget documentation highlights, as such vehicles and equipment qualify for capital allowances over the normal 

depreciation period (8 years) the cost is revenue neutral. The €1 million is thus presumably the estimated cash cost 

of accelerating the allowance in 2019. It is unclear what the basis for the €1 million cost is i.e. how many vehicles 

are expected to be purchased.

Policy Background: Gas propelled vehicles are more environmentally friendly than diesel vehicles and the Government 

is attempting to incentivise their use with this policy change.

Policy Impact: This change should encourage the purchase of such gas propelled vehicles and associated refuelling 

equipment. According to Irish Bulletin of Vehicle and Driver Statistics 2017 only 2 new vehicles were registered in 2017 

which used ‘other’ fuels (which include gas). There were 21 goods vehicles in total in this fuel category. There were no 

buses in the category. However, it is difficult to forecast if the change in the treatment will majorly affect the demand 

for such vehicles.

4 A Review of the Accelerated Capital Allowances Scheme for Energy Efficient Equipment, October 2017.
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Section 17

Measure: Provision of accelerated capital allowances in respect of capital costs incurred by employers in the provision 

of equipment and buildings for childcare services and fitness centres.

Budget Measure: Yes

Description: This provision extends the scheme of accelerated capital allowances for capital costs relating to childcare 

and fitness facilities to include all employers (including trades consisting of the provision of childcare services or fitness 

facilities, which were previously excluded). It further provides for commencement of the scheme from January 2019 and 

includes a restriction that the facilities provided are not accessible or available for use by the general public.

Cost: Budget 2019 estimates that this measure will cost €0.6 million in a full year, and €1.9 million in 2019. 

As this scheme was brought forward during the debate of Finance Act 2017, it was not costed at that time, 

and was introduced subject to State-aid approval.

Policy Background: This scheme was originally introduced in Finance Act 2017 (although it was never commenced), 

and included a restriction relating to trade consisting wholly or partly of childcare services or fitness facilities.

Policy Impact: An accelerated capital allowance allows a firm to deduct from their taxable profits the full cost 

of specified capital investments in the same year of purchase, rather than over a multi-year horizon. Accelerated 

capital allowances attempt to incentivise investment by firms in particular facilities. This specific measure aims to help 

improve cost and availability in respect of childcare facilities, which can act as a significant barrier to work, particularly 

for women. In addition, it aims to support health and fitness of the working population by supporting the provision of 

fitness facilities to employees.

Section 19

Measure: Farming and market gardening.

Budget Measure: Yes

Description: This section makes a number of changes to agri-taxation.

Firstly, it extends the income averaging scheme to those farmers who have non-farm trading income, or whose spouse 

or civil partner has non-farm trading income, or is a director of a company where they control more than 25% of the 

ordinary share capital.

Secondly, it extends the standard stock relief, stock relief for young trained farmers and stock relief for registered 

farm partnerships for a further three years.

Finally, it makes amendments to certain schemes so that the cumulative amount of relief received by a young 

trained farmer under three schemes (namely, stamp duty relief for young trained farmers, stock relief for young trained 

farmers, and succession farm partnerships) shall not exceed €70,000. A further amendment updates a definition of 

microenterprise or small enterprise from the 2006 EU Commission definition to the 2014 EU Commission definition.
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Cost: The change to the income averaging scheme is estimated to cost €1 million in 2019, and €2.5 million in a full year. 

It should be noted that no data is currently published showing the total cost of the income averaging scheme, or the 

take-up – it is not reported by Revenue as a tax expenditure. The 2014 Agri-Taxation review5 by Indecon suggested 

that the scheme may have then cost €5.63 million – however, amendments have been made to the scheme since.

The extension of the three stock reliefs is estimated at €8 million per annum. In 2016, the general stock relief cost 

€6.4 million with 11,020 claimants, the registered farm partnerships relief cost €0.5 million with 360 claimants, and 

the young trained farmer relief cost €1.4 million with 500 claimants, totaling €8.3 million. Accordingly, we can assume 

that the Department of Finance assumes no increased take-up of these reliefs.

There is no cost given for the amendment which restricts the cumulative amount of relief for a young trained farmer, 

but it should be expected that this will result in a reduction in the cost of these schemes, by an unknown amount.

Policy Background: The Agri-Taxation Working Group, including officials from Department of Agriculture, Food and 

Marine, Department of Finance, Department of Public Expenditure and Reform and the Revenue Commissioners, 

published a review alongside Budget 20196 whereby they considered the progress made on the implementation of the 

recommendations contained in the 2014 Agri-Taxation review. In addition, this review updated the context of the 2014 

review to include Brexit, climate change and the abolition of milk quotas. The review also analysed proposals around 

income stabilisation and a farm deposit scheme, considered updated data collection and management issues in line 

with EU State-aid requirements, and attempted to analyse the total direct and tax expenditure supports available to 

the agricultural sector.

The AWG examined the implementation of the twenty-five recommendations and found that all recommendations have 

been implemented or are in the process of being implemented. On the basis of Revenue data from 2016, the AWG found 

that the sector benefits from over €800 million in tax expenditures and just under €1.8 billion in direct expenditures.

Policy Impact: The extension of the three stock reliefs for a further three years aligns with recommendation 16 of the 

2014 Agri-Tax Report, which stated that “Stock Relief is an important aid to encourage investment in improving stock 

quality. Its retention is considered vital by the sector. The Indecon Report concludes that there is a positive relationship 

between investment in stock and output.”

Income averaging is considered to be beneficial for farmers in terms of income smoothing and tax liability smoothing, 

however, there have been a number of calls for alternative approaches to income stabilisation. The public consultation 

conducted as part of the 2018 Agri-Tax report noted that a number of submissions were made calling for the amendment 

to the scheme to allow farmers with off-farm trading income to be able to access income averaging, however the majority 

of submissions called for some form of a “farm deposit scheme” (i.e. an income deferral scheme), which was considered 

in the report but was not introduced.

5 Agri-Taxation Review – Report of the Agri-taxation Working Group to the Minister for Finance and the Minister for Agriculture, Food and the Marine, 
October 2014.

6 Budget 2019 – Report on Tax Expenditures, October 2018.
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Section 20

Measure: Relief from tax for certain start-up companies.

Budget Measure: Yes

Description: This provision extends the three year tax relief for start-up companies under section 486C of Taxes 

Consolidation Act 1997, by a period of three years, to start-up companies which commence a new trade in 2019, 

2020 or 2021.

Cost: Budget 2019 estimates that this measure will cost €5.7 million in a full year, and €5.7 million in 2019.

Policy Background: Section 486C is a relief from Corporation Tax for certain start-up companies (new companies can 

qualify in their first three years of trading if their Corporation Tax liability is under €60,000). It was introduced in Finance 

Act (No. 2) 2008, and was subsequently amended in 2011 to support start-ups that create and maintain jobs by reference 

to the Employer PRSI paid by the company.

The relief was also amended in 2013 so that unused relief could be carried forward where a company qualifies during 

its first three years of trading, but does not make enough profit in those years to fully use the relief. The relief currently 

has a sunset clause and is due to expire on 31 December 2018.

Policy Impact: This relief is designed to support the creation of jobs, and to broaden the Corporation Tax base. 

Extension of the relief could encourage job creation and maintenance by improving the cash flow of new firms, helping 

them to remain in operation through their early years of trading. It may further incentivise investment by these firms 

and encourage entrepreneurship.

A review of the relief was published alongside Budget 2019, wherein it was recommended that the relief be extended 

until end-2021 with a subsequent ex post evaluation to be carried out in that same year. In provisional figures for 2016, 

the tax relief was availed of by 1,051 companies that employ 15,597 employees in total. The review claims that the relief 

supports job creation and employment at minimal cost to the Exchequer when contrasted to the potential cost of 

unemployment support for the employees of those enterprises claiming the relief.
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Section 21

Measure: Mortgage interest deductibility for landlords.

Budget Measure: Yes

Description: This section accelerates the move to allowing the full mortgage interest on a rental property 

to be offset against income for tax purposes.

Cost: Budget 2019 estimates that this measure will cost €18 million in a full year, and €10 million in 2019. The move 

from 75% to 80% was costed at €8 million for 2017 when introduced in Budget 2017. This would suggest that the cost 

estimate of this change has decreased since the estimate in Budget 2017 (i.e. moving 5 percentage points was estimated 

to cost €8 million, whereas moving 15 percentage points would appear to be costing €10 million in 2019).

Policy Background: Originally introduced as a crisis measure in 2009 at 75% of interest this was increased to 80% 

for 2017 and 85% in 2018, and was due to increase to 90% in 2019, 95% in 2020 and 100% in 2021. However, it is unclear 

if the €10 million cost represents the move from 85% to 100% or 90% to 100% (in the absence of any change, the rate in 

2019 was scheduled to rise to 90%). This suggests a need for longer term forecasts of the cost of budget tax measures 

i.e. not just 2019 and a full year but 2019 and the next 3-4 years.

The original rationale for limiting the relief was to raise income in the context of the fiscal crisis in 2009. In general, 

interest on loans to purchase assets in order to provide a service is considered a normal business expense that should 

be accounted for in calculating taxable income (in this case a mortgage on a dwelling to provide rented accommodation). 

When originally introduced no other types of business were treated similarly.

Policy Impact: As this accelerates an already legislated for policy by 2 years the impact is unlikely to be significant. It 

should help to marginally encourage new investment in the rental sector but given that interest rates are low, and rents 

are high and increasing for new rental properties, it is unlikely to have a large effect on investment decisions as other 

factors seem more material. For existing properties in rent pressure zones it will increase the net income of landlords 

and may encourage them to maintain their investment.

There are also implications for social housing tenants. Until 2019, full interest deductibility was available for those 

who rented to social housing tenants as an incentive for landlords to rent to this cohort. This change means that 

this incentive no longer exists, as full deductibility will apply regardless of the background of the tenant.
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Section 22

Measure: Amendment of the rent-a-room relief.

Budget Measure: No

Description: This section amends the rent-a-room relief, providing that the room must be occupied for a minimum of a 

continual 28 days in order for the income to qualify under the scheme. There are some exemptions to this rule – namely, 

a) if the room is occupied by a person who is incapacitated either mentally or physically, b) if the room is occupied for a 

minimum of four nights in a row for at least four weeks, or c) if the occupant is a full or part time student. The exemption 

for full or part time students includes language exchange students. The section is further amended to state that Revenue 

may require evidence to permit this claim.

Cost: There is no suggested cost arising from this change.

The rent-a-room scheme has been increasing in cost over the last few years, and cost €9.3 million in 2016, based 

on 7,350 claimants.

Policy Background: This change may be seen in light of the debate about whether income earned from renting short-

term accommodation to occasional visitors (such as through Airbnb) qualifies as exempt income under the rent-a-room 

scheme. Revenue had previously stated that such income was not exempt from tax in February 2015. At that time, Airbnb 

had sought and subsequently published tax advice from EY7 which suggested that such income should qualify for the 

rent-a-room relief. It is possible that appeals were taken on the basis of this advice.

Policy Impact: This amendment makes it clear that income from short-term lettings to occasional visitors does not 

qualify under the rent-a-room relief, but that certain other exemptions apply. It may not have been previously widely 

known that income from respite care qualified under the rent-a-room scheme.

Section 23

Measure: Changes to the Employment and Investment Incentive (EII) and the Start-Up Relief for Entrepreneurs (SURE).

Budget Measure: Yes

Description: This section amends Part 16 of Taxes Consolidation Act 1997, which provides for relief from income tax for 

investments in corporate trades via the Employment Investment Incentive (“EII”) and Start-Up Relief for Entrepreneurs 

(“SURE”). The amendment is intended to simplify the original text, with a number of changes to the schemes also 

included. This section also extends EII and SURE until end-2021. Some of these changes are summarised below:

n Administration: change of the application procedure (EII and SURE) to a primarily self-certification model.

n Start-up Capital Initiative (SCI): provides for a less-onerous regime for investor eligibility (connected 

persons) for very small enterprises.

n Accessibility: consolidates text and introduces some technical and operational measures.

n Extensions: extends EII and SURE for a further year to the end of 2021.

7 Airbnb – Rent-A-Room Relief: EY Summary of Technical Position, accessed October 2018.
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Cost: While no costing has been provided for this measure, certain changes will likely have a negative Exchequer impact. 

Specifically, the amendment providing for the new Start-up Capital Incentive (“SCI”) that allows tax relief to certain 

persons who invest in early stage start-up ventures will have an impact in terms of revenue foregone, as will the 

extension of EII and SURE until end-2021.

Policy Background: The EII is a tax incentive, initiated in 2011, providing tax relief of up to 40% in respect of investments 

made in certain corporate trades. An initial relief of 30% of the amount invested is provided, with the potential for a 

further 10% three years after the initial investment, if certain conditions on employment or research and development 

are met. The Start-Up Relief for Entrepreneurs (SURE) scheme replaced the Seed Capital Scheme, and is a tax incentive 

for those looking to set up a new business and who were previously in PAYE employment or recently unemployed. SURE 

provides tax relief in the form of a refund of PAYE of up to 41% of the capital invested in the new business.

Policy Impact: The simplification of the EII and SURE schemes, as well as the extension of the schemes, has the 

potential to improve take-up rates. In turn, this has the potential to increase entrepreneurship, investment and 

employment.

Part 1, Chapter 5 – Corporation Tax

Section 24

Measure: Changes to the Film Relief.

Budget Measure: Yes

Description: This section amends section 481 of Taxes Consolidation Act 1997 (otherwise known as the Film Relief). It 

provides for an extension of the Film Relief by four years (subject to EU State-aid approval), from end-2020 to end-2024. 

Furthermore (and also subject to EU State-aid approval), it provides for a “short-term, tapered regional uplift of 5%” for 

productions made in areas designated under State-aid regional guidelines (to be phased out on a tiered basis over four 

years). However, it is unclear exactly what this regional uplift is, and what the practical implications of the measure will be.

Cost: Budget 2019 estimates that these measures will cost €2 million in a full year, and €5 million in 2019. However, 

as only a full year and first year cost is provided, these costings refer only to the introduction of the regional uplift. 

No costing information is provided in respect of the decision to extend the relief by a period of four years out to 

end-2024 (the relief is estimated to have cost €100 million in 2017, and €91 million in 2016).8

Policy Background: Prior to 2015, the Film Relief was an investor tax relief and was granted via a deduction from 

income of the amount invested in the year in which the qualifying film investment was made. Finance Act 2013 amended 

the scheme, and since 1 January 2015, the Film Relief is a tax credit of 32% that reduces Corporation Tax liability (should 

the credit exceed tax due for the qualifying period, it will be a payable credit). The Credit is granted at a 32% rate of the 

lowest of: (1) eligible expenditure, (2) 80% of the total cost of production of the film, (3) €70,000,000. The minimum 

amount that must be spent on the production is €250,000 and the minimum eligible expenditure amount to qualify 

is €125,000.

8 Budget 2019 – Report on Tax Expenditures Incorporating outcomes of certain Tax Expenditure & Tax Related Reviews completed since October 2017, 
10 October 2018.
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Policy Impact: The Department of Finance published a cost-benefit analysis of the relief alongside Budget 2019. 

Examining data from 2015 to 2017, the analysis finds a net economic cost to society from the relief (of €72 million 

in 2016). However, the report notes that this does not include cultural dividends or other “unquantifiable benefits”.

The review recommends the collection of more detailed data to facilitate greater assessment of the scheme in future 

reviews. It is worth noting that the scheme has been extended, yet no provision has been made to address some of the 

concerns raised in the review, in particular, the need for better data. This is particularly problematic, as a more detailed 

five year review (following this three year interim review) is due in the next two years (2020).

The explanatory memorandum for Finance Bill 2018 states that “in view of the long lead-time for film productions, the 

Bill will provide for a four-year extension of the credit, until December 2024, to provide the certainty the industry needs 

in order to continue to grow”. However, it may not be prudent to extend the relief (which is increasing in cost, year-on-

year) by a period of four years, before this more detailed five year review is carried out in 2020, particularly when no 

information has been provided on the estimated cost of this extension.

Section 25

Measure: Introduction of Controlled Foreign Company rules.

Budget Measure: Yes

Description: This section introduces an anti-tax avoidance measure on Controlled Foreign Companies (CFCs).

Cost: The Budget states that the introduction of CFCs and their associated taxation will not reduce or increase 

tax revenue.

Policy Background: This change is necessary due to the EU’s Anti-Tax Avoidance Directive (ATAD). Section 25 

in effect implements Article 7 and 8 of the ATAD. Article 7(1) of the ATAD states that a Member State shall treat 

an entity or permanent establishment of which the profits are not subject to tax, or are exempt from tax, in that 

Member State as a CFC if:

n a taxpayer (including associated enterprises), directly or indirectly, owns greater than 50% 

of the entity’s capital or voting rights or is entitled to receive greater than 50% of the entity’s profits; and

n the actual Corporation Tax rate paid by the entity or permanent establishment on its income is less than 

50% of the tax that would have been paid had the income been taxed in the resident taxpayer’s jurisdiction.

This Article gives a Member State two choices in regards to the CFC regime it should introduce: to tax undistributed 

passive income; or tax undistributed income from non-genuine arrangements. The latter is being legislated for in 

Section 25. According to PWC the tax rate applicable is either 12.5% or 25% depending on if the underlying activity that 

generates income is from a trade or not.9

9 PWC (2018) Projecting the Future Finance Bill 2018.
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Article 8 of the ATAD defines what constitutes the income of a CFC and in the case of undistributed income from 

non-genuine arrangements states that the arm-length principle (i.e. transactions between companies should be valued 

as if there was no connection between the companies) applies. There are other sections of Article 8 which aim to avoid 

double taxation.

Policy Impact: It is unclear if the introduction of CFCs into Irish law will have a significant impact. Irish companies 

tend not to control other companies in low tax jurisdictions and thus the number of CFCs may be limited. In addition, 

this change has been flagged for a number of years (as it is based on an EU Directive) and the companies potentially 

affected had time to adjust their corporate structures to minimise the impact.

Part 1, Chapter 6 – Capital Gains Tax

Section 30

Measure: Exit tax, etc. – substitution of new Chapter 2 of Part 20 of Principal Act.

Budget Measure: Yes

Description: This section replaces the existing anti-avoidance exit provisions with a new exit tax, as per the EU’s 

Anti-Tax Avoidance Directive. This was required to be transposed by 1 January 2020. The section applies a 12.5% rate 

to the transfer of certain assets outside Ireland, whether the company transfers its residence, its business or 

its permanent establishment to another territory. The company may defer paying this tax under certain conditions.

This Exit Tax came into effect for transactions on or after 10 October 2018, and was subject to a Financial Resolution 

on Budget day.

Cost: The Budget states that the introduction of this Exit Tax will not reduce or increase tax revenue. It is clear that this 

measure will have an Exchequer impact. During the Financial Resolutions debate, it was stated that “[t]he reason we are 

not predicting a revenue stream on which we would set out spending proposals is that Revenue has advised it would not 

be prudent.”

Policy Background: This change is necessary due to the EU’s Anti-Tax Avoidance Directive (ATAD), and transposes 

Article 5 into Irish tax law. This exit tax is one of five legally binding anti-abuse measures, which are intended to prevent 

common forms of aggressive tax planning. This measure prevents “patent flight”, when a company develops a patent 

but moves it to a low-tax company before finalising it.

Policy Impact: This measure had been anticipated as a result of the ATAD, but it was not expected that this would 

come into effect on 10th October 2018 in advance of the transposition deadline. There had been some confusion 

among companies as to whether the CGT rate of 33% which generally applies to asset disposals would apply, so 

clarification was welcomed.10

10 PWC (2018) Projecting the Future Finance Bill 2018.
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There has been some suggestion that this rate may have been chosen to counter the special new 13.125% federal tax 

rate on foreign derived intangible income (FDII). The 12.5% Exit Tax could disincentivise US-based multinationals from 

repatriating intellectual property from Ireland to the US.

The EU Commission suggest that implementing this directive would increase corporate income tax bases in EU Member 

States, with a corresponding positive impact on revenues, as it will deprive multinationals of certain aggressive tax 

planning techniques.11

Part 2 – Excise

Section 31

Measure: Amendments in respect of the Sugar Sweetened Drinks Tax (SSDT).

Budget Measure: No

Description: This section amends section 35 of Chapter 1 of Part 2 of Finance Act 2017, to change the definition 

of a “sugar sweetened drink”. This change ensures that certain categories of drinks will be subject to the SSDT 

where those drinks do not meet a minimum calcium content of 119 milligrams per 100 millilitres. This section also 

amends section 42 of Finance Act 2017, to clarify that repayment conditions for supplies outside the State and for 

returned goods operate independently of one another. The amendment fulfils the commitment made as part of the 

formal EU State-aid notification process for the SSDT, that is, that the SSDT would include certain milk substitute 

drinks and drinks containing milk fats.

Cost: While no yield has been provided for this measure, it likely has a positive Exchequer impact. On a static basis, this 

measure will bring a greater number of products into the classification of those that are subject to the SSDT, which could 

increase the overall tax take (assuming no behavioural change).

Policy Background: The Sugar-Sweetened Drinks Tax (SSDT, or Sugar Tax) came into force on 1 May 2018 (having been 

introduced in Finance Act 2017). The SSDT applies to SSDs with added sugar content between five and eight grams per 

100ml, at a rate of 20 cent per litre (including VAT). A second rate applies for drinks with a sugar content of eight grams 

or above, at a rate of 30c per litre (including VAT). Exclusions are currently applied to drinks with naturally occurring 

sugars (e.g. fructose) such as fruit juice; milk substitute drinks such as soy based products; non-alcoholic beer and 

wine; drinks containing milk fats or dairy; and certain food supplements.

Policy Impact: This measure expands SSDT liability to include previously exempt products (e.g. drinks containing 

milk fats or dairy), allowing for exemption only in the event that these products have a minimum calcium content 

of 119 milligrams per 100 millilitres. In this way, while potentially raising additional Exchequer revenue, this measure 

could also incentivise producers to reduce the sugar content of these products and/or discourage consumers from 

purchasing and consuming these products, facilitating improvements in public health.

11 Commission Staff Working Document – Amending Directive (EU) 2016/1164 as regards hybrid mismatches with third countries, October 2016.
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Section 32

Measure: Rates of tobacco products tax.

Budget Measure: Yes

Description: The Excise Duty on a packet of 20 cigarettes is being increased by 50c (including VAT) with a pro-rata 

increase on the other tobacco products; and there will be an additional 25c on roll-your-own tobacco. There will be 

an increase in Minimum Excise Duty on tobacco products so that all cigarettes sold below €11 will have the same 

excise applied as cigarettes sold at €11.

Cost: Budget 2019 estimates the first year and full year yield from the increased excise duties is €59.4 million, 

while the increase in minimum excise duty is expected to yield €2.4 million.

Policy Background: As of January 2018, Ireland has the highest rates of duty on tobacco products including cigarettes 

and roll-your-own (RYO) in the EU. The Programme for a Partnership Government commits to making Ireland tobacco 

free by 2025 (defined as less than 5% of the population smoking).

Excise taxes, or “sin taxes” are applied to raise revenue, but also to reduce the activity they are applied to. The Tax 

Strategy Group (TSG) paper on Excise,12 published in July 2018, had suggested that the excise rate differential between 

roll-your-own tobacco and cigarettes be closed. The differential has been partially closed, through the additional 

increase on roll-your-own-tobacco. The TSG paper also suggested Minimum Excise Duty (MED) increases to target 

cheaper tobacco products. 

The Department of Health had made fiscal policy recommendations in Tobacco Free Ireland: Report of the Tobacco 

Policy Review Group13 that Excise Duty be raised over a five year period, and that the price differential between 

RYO and cigarettes be reduced – these recommendations have been followed, and indeed Excise Duty on 

tobacco products has now increased in 23 of the last 27 budgets.

Policy Impact: It is unclear the impact that may arise from the increase in Excise Duty – the Revenue Commissioners 

have indicated that further increases in excise duties may not lead to increased revenue yields. The most recent Healthy 

Ireland Survey,14 launched last week, found that the prevalence of smoking has dropped from 23% in 2015 to 20% in 

2018. The Survey found that most of those who made an attempt to quit smoking did so due to concerns about their 

health (65%), with 10% quitting due to concerns about the cost of smoking and 6% quitting due to advice from a health 

professional. As such, increases in excise duty are only part of the factors which affect smokers and their decision to 

smoke.

12 General Excise Paper – Alcohol Products Tax, Tobacco Products Tax, and Betting Duty, Tax Strategy Group, July 2018.

13 Tobacco Free Ireland, Report of the Tobacco Policy Review Group, October 2013.

14 Healthy Ireland Survey 2018, Ipsos MRBI.
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Section 33

Measure: Betting Duty and Betting Intermediary Duty.

Budget Measure: Yes

Description: Section 33 increases Betting Duty from 1 January 2019 from 1% to 2%. In addition, it increases 

the Excise Duty on betting intermediaries from 15% to 25%.

Cost: Budget 2019 estimates that this measure will cost €51.6 million in a full year, and €39.5 million in 2019. As the tax 

is due to commence on 1 January, it is unclear why there is a discrepancy between year one and full year costs. However, 

this could be due to the timing of payments to the Revenue Commissioners.

Policy Background: Betting Duty is an indirect tax and is paid for by the bookmaker taking the bet. Similarly, Excise 

Duty on the commission betting intermediaries is indirect. A betting intermediary is a person or firm who, in the course 

of business, enables persons to make bets with other persons (other than the first-mentioned person) by remote means. 

In the past the revenue from Betting Duty was linked to payments to the Horse and Greyhound Racing Fund.15 The direct 

connection ended in 2003 when Betting Duty was reduced and the Exchequer made up the difference. The Exchequer 

transferred €80 million in both 2017 and 2018 to the Horse and Greyhound Racing Fund. In related policy, the proposed 

Gambling Control Bill16 (a revised General Scheme of which was approved by Cabinet in January 2018) would introduce 

a new independent regulator for the gambling sector and provide for remedies for problem gambling.

Policy Impact: In order to preserve profit margins it is likely that the odds offered by bookmarkers may shorten. 

Similarly, betting intermediaries may raise the commission they take on bets to maintain their margins. Both these 

actions will impact customers who will in aggregate take home less winnings with their bets. The bookmaking industry 

has suggested that the increase in Betting Duty will mean further closures of bookmaking premises.

Betting Duty on off-course bookmaking including remote betting raised approximately €50 million in 2017. The increase 

in the duty will likely double this revenue to approximately €100 million (though the total in 2019 will be less due to 

timing issues). Subject to Government and Houses of the Oireachtas approval of the overall size of the Fund, Horse and 

Greyhound Racing Act 2001 (section 12(4)) states that an equivalent amount to the previous year’s off-course Betting 

Duty revenue should be transferred to the Horse and Greyhound Racing Fund. Depending on how off-course betting is 

defined for the purposes of Horse and Greyhound Racing Act (i.e. if it includes Betting Duty from remote bookmakers, 

which did not exist when the legislation was enacted) this might mean an automatic increase in the Exchequer transfer 

to the Fund.

15 Section 12 (4) of the Horse and Greyhound Racing Act 2001 states “[t]he Minister shall pay into the Fund out of moneys provided by the Oireachtas, in 
the year 2002 and in each subsequent year, an amount, determined by the Revenue Commissioners, equivalent to the revenue from excise duty on 
off-course betting paid into the Exchequer in the preceding year or the year 2000 increased by reference to the Consumer Price Index, whichever is the 
greater.”

16 A Private Member’s Bill of the same name was initiated in Dáil Éireann in February 2018 and has been referred for consideration by the Committee on 
Justice and Equality.
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Section 35

Measure: VRT surcharge on diesel passenger cars.

Budget Measure: Yes

Description: This section increases the VRT rates by one percentage point for diesel passenger cars.

Cost: This is estimated to raise an additional €25 million in 2019 and in subsequent years. However, this cost 

does not account for any behavioural change by car purchasers.

Policy Background: Diesel cars were once thought to be less polluting in terms of greenhouse gases than petrol 

cars. However, some manufacturers manipulated the tests (both legally and in some cases illegally) to reduce the CO2 

emissions rating of car models. New testing in more realistic conditions will increase the CO2 emissions rating for many 

new diesel cars. This will lead to an increase in VRT revenue in 2020 (even in the absence of the surcharge). However, it 

is also likely to reduce demand for diesel cars and increase demand for petrol and other fuel cars. Thus it is unlikely that 

the revenue increase will remain static in future years – it is very dependent on purchaser behaviour.

Policy Impact: The costing of this change for subsequent years seems to be predicated on no behavioural change in the 

public’s car buying behaviour. It is likely that the change will induce individuals to choose petrol or other fuel passenger 

cars over diesel cars. This will impact on future revenue. Indeed, the share of new diesel cars has declined already from 

74% in 2012 to 54% in 2018.17 In addition, the change in technology towards electric and other fuelled cars will impact 

on VRT yields in the future without a change to the current system.

A wider review of the VRT and Motor Taxation system is merited given the new system of testing cars’ CO2 emissions, 

as well as, the announced Government policy to phase out the sales of new non-zero emission passenger cars in 2030.

Section 36

Measure: VRT reliefs for certain leased vehicles.

Budget Measure: No

Description: This section ends the VRT relief granted for certain leased vehicles.

Cost: There is no costing of this proposal. As it is ending a tax expenditure it will likely yield revenue. According to the 

Report on Tax Expenditures published after the Budget, this relief cost €20.7 million in 2017 and €22.9 million in 2016. 

It does not detail how many beneficiaries of the relief there are. This has a significant yield and it is unusual that it was 

not announced as a Budget measure.

Policy Background: This relief was introduced to compensate leasing companies for a change in how VRT was calculated 

in 1993. VRT is calculated on the VAT inclusive price of a vehicle when VRT is a percentage rate. This relief meant that 

leasing companies did not pay VRT on the VAT proportion of the car’s price reducing the amount of VRT due. This 

amounts to approximately a saving on VRT of 18.7%.

17 Bases on car registrations from January to September 2018.  
https://www.cso.ie/en/releasesandpublications/er/vlftm/vehicleslicensedforthefirsttimeseptember2018/  
Diesel cars make up 76.3% of imported used cars.
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Policy Impact: In the short term it is possible that leasing companies will bring forward some activity into 2018 

to continue to benefit from the relief. This change will increase the costs of leasing companies which they will 

likely pass onto their customers.

Section 37

Measure: VRT – remission or repayment in respect of vehicle registration tax, etc.

Budget Measure: Yes

Description: The VRT relief available for conventional hybrids and plug-in electric hybrids is being extended for a period 

of one year, until end-2019.

Cost: The extension of this scheme was estimated to cost €16 million in 2019.

Policy Background: In order to incentivise the purchase of hybrid vehicles, initial registration of these cars qualifies 

for remission or repayment of VRT. For plug-in hybrid electric vehicles, this is up to a maximum relief of €2,500, and 

for hybrid electric vehicles a maximum relief of €1,500. This is to incentivise the purchase of such less environmentally 

harmful vehicles. Minister Donohue announced his intention to review these reliefs in the context of the overall changes 

to VRT brought about by the new emissions measurement system, namely, the Worldwide Harmonised Light Vehicle Test 

Procedure (WLTP).

Policy Impact: This section extends an already existing tax relief, and may incentivise the purchase of such vehicles 

before the forthcoming changes to VRT.

Part 3 – Value-Added Tax

Section 41

Measure: Changes in VAT rates – (1) the rate on tourism activities increased from 9% to 13.5% (excluding 

newspapers and sports facilities), and (2) the rate on electronically supplied newspapers reduced from 23% to 9%.

Budget Measure: Yes

Description: This section amends section 46(1) of Value-Added Tax Consolidation Act 2010 to provide that – (1) 

those goods and services currently subject to the 9% rate will increase to 13.5% from 1 January 2019 (with the exception 

of newspapers and the provision of sporting facilities), and (2) the rate on electronically supplied newspapers and 

e-books will be reduced from 23% to 9% with effect from 1 January 2019 (following recent agreement among EU 

Finance Ministers to allow Member States to apply reduced VAT rates to publications supplied electronically).

Cost: (1) Budget 2019 estimates that this measure will yield €560 million in a full year, and €466 million in 2019, 

(2) Budget 2019 estimates that this measure will cost €8 million in a full year and €6 million in 2019.
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Policy Background: Value Added Tax (VAT) is a tax on consumer spending and is a key element of Exchequer funding. 

VAT in general is projected to generate €15.1 billion in Exchequer revenue in 2019 (approximately 21% of total Exchequer 

revenue). A review paper produced by the Department of Finance emphasised that in the current positive economic 

environment there is little rationale for maintaining the 9% rate for the hospitality sector. It also emphasised that the 9% 

rate has a regressive impact, as households on a higher income spend a larger share of their budget on items such as 

restaurants and hotels that are subject to the reduced rate.

Policy Impact: The Department of Finance have indicated that the positive economic outlook for household income and 

consumer demand means that the demand for goods and services subject to the reduced 9% rate is not expected to be 

materially affected by the increase. It is further claimed that evidence on turnover and profit in the sector would suggest 

that there is scope for the rate increase to be absorbed by the sector. Furthermore, the reduced rate for electronic 

newspapers could increase the demand for this form of publication, and avoids a situation in which there is unequal 

treatment between soft and hard copy publications.

Part 4 – Stamp Duties

Section 46

Measure: Extension of Young Trained Farmers Stamp Duty Relief.

Budget Measure: Yes

Description: This measure extends Young Trained Farmers Stamp Duty Relief by three years from end-December 2018 

to end-December 2021.

Cost: This is estimated to cost €15 million in 2019 and in a full year. Thus, the cost of the extension is €45 million over 

the three years. In 2017 there were 845 claims for this relief which cost €7.82 million. The average over the period 2012 

to 2016 was 863.4 claims per annum costing €5.24 million per annum. Thus the Budget estimate seems high, perhaps 

double or treble what could have been expected. However, the increase in commercial Stamp Duty in 2018 to 6% may 

account for the increased estimate (i.e. if such transactions were taxed as normal commercial transactions the rate to be 

applied would be 6% (unless other exemptions applied) as opposed to the 2% rate up to mid-October 2017 and before).

Policy Background: Young Trained Farmers Stamp Duty Relief (in its current form) was introduced in Finance Act 2007 to 

eliminate any Stamp Duty payable on the transfer of farm land (including farm building and farm houses) to ‘Young 

Trained Farmers’ as defined. This encourages the transfer of agricultural land to persons aged less than 35 years with 

recognised skills in farming. The section also introduces a limit on the relief of €70,000, a requirement for a business 

plan and that the young farmer is a micro or small enterprise. The €70,000 limit is inclusive of other tax reliefs that 

young farmers may avail of (see previous discussion of section 19). B
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Policy Impact: This section extends an already existing tax relief. The Agri-taxation Review in 2014 stated that the 

existing Stamp Duty reliefs should be renewed and this was done in Finance Act 2016. The Progress Implementation 

Update of the Agri-taxation Review 2014 published with Budget 2019 does not specifically address this relief in detail. 

Indecon’s analysis for the original 2014 review suggests “that while stamp duty or other reliefs encourage land mobility 

to younger active farmers it is likely to impact [positively] on output levels in the sector.”18

Part 5 – Capital Acquisitions Tax

Section 51

Measure: Change to Capital Acquisitions Tax threshold.

Budget Measure: Yes

Description: This section amends Schedule 2 to Capital Acquisitions Tax Consolidation Act 2003. The current tax-free 

threshold which applies to gifts and inheritances from parents to their children (Group A) will be increased by €10,000 

from €310,000 to €320,000. This will apply to gifts or inheritances received on or after 10 October 2018.

Cost: This measure has been costed at €8.1 million in a full year and €6.9 million in 2019.

Policy Background: Capital Acquisitions Tax (CAT) is charged on money or property that is gifted or inherited. 

The current Group A (the individual in receipt of the gift or inheritance is a child of the individual giving the gift 

or inheritance) tax-free threshold is €310,000 (and is charged at 33%).

Policy Impact: Inheritance taxes are generally considered to be efficient, progressive and equitable, and provide 

an opportunity for direct wealth redistribution. While there is a negative Exchequer impact from this measure, it must 

be viewed in context. That is, CAT is non-indexed and property prices have improved substantially in recent years.

18 Report of the Agri-taxation Working Group to the Minister for Finance and the Minister for Agriculture, Food and the Marine, October 2014.

B
u

dg
et

ar
y 

Is
su

es
 in

 t
he

 F
in

an
ce

 B
ill

 2
01

8
Budgetary Issues in the Finance Bill 2018

28

https://www.agriculture.gov.ie/media/migration/foodindustrydevelopmenttrademarkets/agri-foodandtheeconomy/agri-taxationreview/AgritaxationRevFinal120315.pdf


Contact: PBO@Oireachtas.ie 
Go to our webpage: www.Oireachtas.ie/PBO 
Publication date: 07 November 2018

mailto:PBO@Oireachtas.ie
http://www.Oireachtas.ie/PBO


Houses of the Oireachtas 
Leinster House 
Kildare Street 
Dublin 2 
D02 XR20

www.oireachtas.ie 
Tel: +353 (0)1 6183000 or 076 1001700 
Twitter: @OireachtasNews

Connect with us

Download our App

www.oireachtas.ie



