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HIGHLIGHTS
Budget 2019 was dominated by a looming Brexit which Minister Donohoe
described as “the political, economic and diplomatic challenge of our
generation”.  The threat of a “no deal” Brexit, the Minister said, “influenced
decisions we have made regarding our finances, balancing our books and
investing in our capital infrastructure.” A €700 million package of measures
was announced to counteract the effects of a negative outcome from the Brexit
negotiations. The Minister also announced the establishment of a Rainy-Day
Fund which could be used to offset any economic shocks should there be no
deal.  Minister Donohoe said he intended to balance the budget next year for
the first time since 2007 and to run surpluses into the future “if the economy
continues to perform well” and to use them to reduce our national debt. Our
public debt level amounts to €42,000 for every person resident in the State
which is one of the highest in the developed world. The economic picture looks
good for now but Ireland faces many challenges in addition to Brexit, such as
tax reform and trade wars. 
 
Also featuring strongly in the Budget was the housing crisis. Minister Donohoe
said he was allocating €2.3 billion to the housing programme for 2019 with
€1.25 billion earmarked for the delivery of 10,000 new social housing units
through a combination of construction, acquisition and leasing. The budget for
Education is being increased by 6.7% to €10.8 billion in 2019. 
 
Taxes hardly featured with only some modest cuts introduced which will not
even cover the value that taxpayers will lose next year due to inflation. There
was a boost for Social Welfare recipients as there is to be an increase of €5 per
week in all payments from March 2019.  The Christmas bonus has also been
restored to a double payment for the first time since the recession hit and the
fuel allowance is to be extended by a week. There was no increase in Child
Benefit but the minister has introduced 2 extra weeks paid parental leave, a
rise in the income ceiling in order to qualify for the Affordable Childcare
Scheme and an increase in the back to school clothing and footwear
allowance. As always, tobacco was hit and betting tax was doubled but there
were no changes to excise duties for alcohol, diesel or petrol and motor tax
remains unchanged.   
 
The VAT rate on the tourism and hospitality sector is to increase to 13.5% from
1st January 2019. This rate was reduced to 9% in 2011 to stimulate the then
flagging sector. Minister Donohoe announced in his budget speech that the
reduction had “done its job”.  However, the Irish Tourist Industry Confederation
called the move a damaging blow to the industry ahead of Brexit.  
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Health 
 
The Minister announced an increase of €700 million in the allocation to the
Department of Health bringing the total additional 2018 investment to €1.2 billion
and a further increase of €1.05 billion in funding for 2019. This brings the
Department of Health’s budget to €17 billion which is the highest level of health
investment in the history of the State.  
 
Personal Tax 
 
There were no changes in the personal income tax rates but an increase of €750
in the standard tax band was given to all earners.  There were increases to the
Home Carer Tax Credit and also the Earned Income Credit for the self-employed.
There were slight improvements to the USC for those with earnings between
€13,000 and €70,044 pa. A working group was established this year to examine
the amalgamation of the USC and PRSI but the Minister did not refer to this in his
budget speech. Employees with earnings over €70,044 will continue to pay taxes
at rates of 52% which is a disincentive in attracting key talent to Ireland.  Self-
employed taxpayers with income over €100,000 will continue to pay taxes at
rates of 55%. 
 
Hourly Minimum Wage 
 
The Minister announced an increase in the hourly minimum wage to €9.80. 
 
Tax bands and tax credits 
 
• Single persons 20% tax band increased to €35,300. 
 
• Married couples – one earner 20% tax band increased to €44,300. 
 
• The home carer tax credit which is granted where a spouse works primarily in
the home to care for children or other dependents is being increased from €1,200
to €1,500. 
 
• The earned income credit for self-employed taxpayers is being increased from
€1,150 to €1,350. This was introduced to reduce the differential in employees and
the self -employed. However, it is still €300 lower than the corresponding PAYE
credit for employees and self-employed individuals continue to pay 11% USC on
self- employed income over €100,000.  
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USC – RATES 
 
Incomes below €13,000 are exempt. For those earning over €13,000 the rates
are as follows: 
 
• €0 - €12,012                    @ 0.5% 
• €12,012 - €19,874          @ 2% 
• €19,874 - €70,044          @4.5% 
• Over €70,044                  @ 8% 
• Self-employed income over €100,000 -   @ 11% 
 
PRSI 
 
From 1st January 2019 the weekly income threshold for the higher rate of
employer’s PRSI will increase from €376 to €386. This followed a
recommendation of the Low Pay Commission to ensure that the increase in the
hourly minimum wage does not lead to work disincentives for workers,
particularly those seeking to work full- time.  
 
However, from the same date, there will be a 0.1% increase in the National
Training Fund Levy which is collected as part of the employer’s PRSI rate, for
employees in Class A and H employments. The Minister also announced a
further increase in this levy from 1st January 2020 of 0.1%. This means that the
employer’s PRSI will be as follows: 
 
From 01/01/2019:                10.95% 
From 01/01/2020:                11.05% 
 
There were no changes to the 4% rate of PRSI for employees and the self-
employed.  
 
Key Employee Engagement Programme 
 
This relief was introduced from 1st January 2018 in order to attract and retain
key employees in small to medium enterprises.  It allows qualifying companies
to remunerate key employees in a tax efficient manner. The Minister,
acknowledging that take up had been less than expected due to various
restrictions, announced changes to the scheme. These included an increase to
the ceiling on the maximum annual market value of the share options that
may be granted to 100% of the employee’s salary. The overall value of share
options which may be awarded to each employee will increase to €300,000
and the time period in which this limit applies will change to a lifetime limit.  
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Rental Sector 
 
Currently there is a restriction on the amount of interest a landlord can deduct
on qualifying borrowings against rental income. This was to increase to 100%
by 2021 but this increase will now be effective from 1st January 2019.  
 
Capital Gains Tax 
 
There were no changes to the capital gains tax rates. 
 
Capital Acquisitions Tax 
 
The parent – child threshold was increased by €10,000 to €320,000. No
changes were made to the other thresholds or the CAT rate which currently
stands at 33%. This severely impacts on a child inheriting say a family home in
Dublin. If a child were to inherit a home worth €500,000 they would be faced
with a tax bill of €59,400 and would possibly have to sell the asset to fund the
tax.  
 
Corporation Tax 
 
• The Minister once again made it clear that the 12.5% Corporation Tax rate is
here to stay.  
 
• In recognition of the value of SME’s to the economy and to job creation, the
Minister announced that the relief from CT for certain start-up companies will
be extended until 31/12/2021. 
 
• The film corporation tax credit relief which was introduced to promote the
Irish film industry is being extended until 31/12/2024. 
 
• A number of measures will be introduced in the Finance Bill in order to
increase the efficiency and effectiveness of the Employment and Investment
Incentive relief which grants investors a tax deduction for investment in
qualifying companies.  
 
• It was announced that a new exit tax regime will be introduced with
immediate effect on unrealised capital gains where companies migrate or
transfer assets offshore such that they leave the scope of Irish Tax. The exit tax
will be set at 12.5% which is equivalent to the Irish CT rate. 
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• A Controlled Foreign Company (CFC) regime, as required by the Anti-Tax
Avoidance Directive (ATAD), aimed at preventing the diversion of profits to
offshore entities in low or no tax jurisdictions is to be introduced for
accounting periods after 1st January 2019.  
 
Accelerated capital allowances for gas propelled vehicles 
 
In a measure designed to encourage the uptake of gas propelled commercial
vehicles as an economic and environmentally friendly alternative to diesel,
the Minister is introducing a new accelerated capital allowances scheme for
such vehicles and refueling equipment.  
 
Accelerated capital allowances for Employer provided fitness and childcare
facilities 
 
This measure is being amended and introduced from 01/01/2019. The purpose
is to encourage employers to provide fitness and/or childcare facilities for use
by their employees by providing an accelerated deduction for the capital
investment costs incurred.  
 
Agri-business 
 
• Stock relief provides for an additional income tax deduction for stock
increases during the year with enhanced reliefs available for registered farm
partnerships and young trained farmers. This has been extended for 3 years
until the end of 2021. 
 
• In recognition of the volatile nature of the farming industry, income
averaging allows farmers to pay tax on the average of their farming trade
over a period of 5 years. Previously this was only available to full time farmers
but has now been extended to farmers with off-farm trading income. 
 
• Stamp duty – there is a stamp duty exemption to encourage the transfer of
farmland to young trained farmers. This relief will be extended for 3 years until
31/12/2021. 
 
VAT 
 
• VAT rate on the tourism and the hospitality sector has been increased from
9% to 13.5%. 
 
• The VAT rate on printed newspapers and sporting facilities will remain at 9%.
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• VAT on e-books and electronically supplied newspapers is to be reduced
from 23% to 9% from 01/01/2019. 
 
The Tax Appeals Commission 
 
Since it was established, TAC has been struggling to manage its substantial
case load and a substantial backlog has arisen. The Minister has announced
his support for an independent review carried out on TAC mentioning in
particular the need for additional staffing and improved IT systems. 
 
Local Property Tax. 
 
Residential property owners have been paying their LPT based on 2013 values.
The new valuation date for this tax is 1st November 2019.  The Minister
reassured property owners that any future changes in LPT will be moderate
and affordable.  
 
PAYE Modernisation.  
 
Revenue’s updated PAYE system will be fully operational from 1st January
2019. Employers should update themselves on the operation of this system to
ensure they are fully compliant. From this date employers will be required to
submit real time information for each employee and each employee will be
able to access real time online information relating to their pay.  
 
Conclusion. 
 
The response to this year’s budget from media and political commentators
has been rather muted. This is understandable given that under the
Confidence and Supply Arrangement Fianna Fail had a role to play in shaping
the budget.  
 
There has been some commentary that the Exchequer is overly reliant on a
small number of taxpayers for a disproportionate percentage of the tax take.
However, there can be little surprise that the additional revenues have been
targeted at a range of consensus expenditure measures. On a cautionary
note, the restoration of the 13.5% VAT rate for the hospitality sector is likely to
increase inflation in 2019. Despite an obvious buoyancy in the hotel and
restaurant sectors, particularly in major urban areas, it is unlikely these
businesses will absorb the VAT hike in their margins and profits and it is likely
this increase will be passed on to the consumer. The increase represents a 4%
rise in real terms. As inflationary pressures mount in 2019 this will further fuel
wage demands.  
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Disclaimer 

 
The above is a broad outline of the measures introduced in Budget 2019. The 
technical detail will be contained in the Finance Bill which is due to be published 
on 18th October. It is highly likely that the Finance Bill will contain additional 
measures. 
 
Readers are advised to take professional advice tailored to their specific 
circumstances before acting on anything contained in this article. 
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