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What to Expect in Budget 2017 
 

Budget 2017 is due to be delivered on 11 October 
2016. Possible changes include: 
 

a) Income Tax increase for high earners:   
Both the FF and FG manifestos proposed to remove 
the PAYE tax credit of €1,650 for those earning over 
€100,000. FF also planned to reduce it for those 
earning over €70,000. Removal of this tax credit 
would result in employees paying €1,650 a year 
more in income tax (€137.50 a month).  This removal 
is probably to stop high earners benefiting too much 
from any USC reductions. Someone earning 
€100,000 would be paying about €29,000 tax a year 
– so an extra €1,650 wouldn’t be a big difference. 

 
 

b) Reduced Income Tax for Self Employed:   
The new program for government states that the 
“Earned Income Tax Credit will be raised from €550 
to €1,650 for the self-employed by 2018.”  So we 
can expect an increase to about €1,100 in Budget 
2017.  This will mean €550 less income tax in 2017 
for the self employed. 
 

c) USC Reductions:   
There will be reductions in USC in 2017. The FF 
manifesto said they would abolish USC for earnings 
under €80,000 but charge 8% USC on income over 
that. FG originally planned to reduce the main rate 
from 5.5% to 4.5% in 2017 followed by a gradual 
phasing out of USC by 2021. 
 

d) Capital Acquisitions Tax: 
The threshold on Band A could be raised from €280k 
to €500k (this band includes all gifts and inheritances 
from parents to their children).   
 

This will mean that no inheritance tax will be due on 
inheritances passed to children that are worth less 
than €500k. This increase might be phased in over 2 
or 3 Budgets, maybe not all in Budget 2017. 

e) DIRT – The Tax Strategy Group has suggested a 
drop in DIRT from 41% to 40%. 
 
f) The Home Carer Tax Credit will be increased 
FF promised to increase it from €1,000 to €2,000. FG 
said they would  increase it  to 1,650, while also 
increasing from €7,200 to €10,500 the income 
exemption. We will know the final figure in Budget 
2017.   (Source: www.moneyguideireland.com) 

 
 

Income Tax Refunds 
 

If you are due a refund of tax for 2015, why not 
submit your return now and avail of an early tax 
refund?  

 
Remember that tax relief can be claimed on such 
items as medical expenses, pension top-ups and 
tuition fees. 
 
 

Taxation of Paternity Benefit 
 

Statutory paternity leave of 2 weeks together with a 
new Paternity Benefit has been introduced in respect 
of births and adoptions on or after 1 September 
2016.  
 

Paternity Benefit (including any increases for adults 
and child dependants); payable by the Department of 
Social Protection (DSP) is liable to tax. USC and 
PRSI will not apply. 
 

As part of the on-going exchange of information 
arrangements between the DSP and Revenue, 
Revenue will receive details of the benefit payments 
which will be updated onto Revenue's records. 
 

Individuals, who pay their tax through the PAYE 
system will, where possible, automatically have their 
annual tax credits and rate bands reduced by the 
amount of the Paternity Benefit payment. 
 

Employers/pension providers will be advised of the 
adjusted tax credits and cut-off points on employer 
tax credit certificates (P2Cs). 
 

As Paternity Benefit is being taxed by reducing 
employees' tax credits and cut-off points on P2Cs, 
employers/pension providers are not to include 
figures for this payment on forms P45, P60 or P35L. 
 



 

 
PERSONAL TAX FILING 
DEADLINE – PENSION PLANNING 

 
The statutory deadline for filing 2015 tax returns is 
31 October 2016. As in recent years, this has been 
extended by the recent Revenue announcement to 
mid-November for those who file returns 
electronically via ROS and pay the correct tax 
liability.  
 

 
 
This year’s extended pay and file deadline is 
Thursday 10 November 2016.  
 

It is useful to summarise the requirements as to the 
tax liability that needs to be paid on or before that 
date; these are: 
 

1.           balance of any tax outstanding for 2015, & 
 

2. preliminary tax for 2016 (which in turn 
 must be at least equal to lower of either 
 100% 2015 liability or 90% of estimated 
 2016 liability) 
 

November may seem a long way off but it is 
important to start planning now in order to minimise 
what is for many unincorporated businesses the 
biggest cash outflow each year.   
 
One way to do that is by pension planning. 
 
 
Pension planning overview 
First and foremost, pension planning is an economic 
decision.  Before any taxpayer decides to part with 
his or her hard earned cash, they should always 
consider what exactly they are investing in and 
whether it is suitable for them.  
 

From a personal tax perspective, two key rules 
determine the tax relief applicable: 
 

(i) The age of the contributor - the tax relief 
available increases with age, from 15% of 
net relevant earnings for a taxpayer aged 
under 30 years to 40% of earnings for a 
taxpayer aged 60 or over.  

 

 

(ii) The deemed net relevant earnings is 
capped at a figure of €115,000 per annum 
which means that a person earning over 
this limit will apply the age percentage 
above to this figure rather than their higher 
actual earnings.  

 
Tax relief is available in the year the pension 
contribution is made, subject to a very important 
measure which allows taxpayers making 
contributions before 10 November 2016 to carry back 
the relief against their tax liability for 2015.  
 
This payment window is very effective for cash flow 
planning because it means that not only will the 2015 
tax bill be reduced by 40% of the pension payment, 
but, in addition, a taxpayers preliminary 2016 tax 
liability can be reduced by a similar amount by 
basing the current year liability on 100% of the final 
2015 tax bill.  
 
Thus, a payment to a pension now can reduce the 
tax payment due to Revenue by 80% of the pension 
paid.  

 
Medical Expenses 
Taxpayers are entitled to tax relief at the standard 
rate of tax (currently 20%) on a large variety of health 
expenses, some of which we have detailed below:  
 

• Prescription medicines  

• Treatment in a hospital  

• Doctor’s bills  

• Routine maternity care  

• Non routine Dental treatment  

• Diagnostic procedures, such as x-rays 
 
 

 
 

Taxpayers can claim tax relief for expenditure on 
prescribed medication for amounts up to €144 per 
month (previously €132 per month pre 2013).  
 



 

Any amounts in excess of this limit are recoverable 
from the Health Service Executive under the Drugs 
Payment Scheme.  
 
Taxpayers are entitled to relief at the marginal rate of 
tax (currently 40%) for expenses relating to treatment 
in an approved nursing home.  
 

For a nursing home to be regarded as approved, it 
must provide qualified nursing care on-site on a 24 
hour per day basis. 

 
Care of Incapacitated individual 
The maximum relief available to a person who 
employs a carer to take care of an incapacitated 
individual has been increased from €50,000 to 
€75,000 from 1 January 2015. 
 
Tax relief is provided by way of a deduction at the 
individual’s marginal rate of tax where the individual 
employs a person to take care of either: 
 

• Himself/herself or his or her spouse who is 
totally incapacitated by reason of physical or 
mental infirmity, or  

 

• A relative of the individual or of the individual’s 
spouse who is totally incapacitated by reason 
of physical or mental infirmity. 

 
Home Carer 
There is an additional tax credit available to be 
claimed in the case of married couples (or those in 
civil partnerships) where one spouse stays at home 
to care for a dependent child or other incapacitated 
person.  
 

This can be worth €1,000 in tax credits for you, so 
long as the carer doesn’t earn more than €5,080 in 
the year 2015 (€7,200 in 2016), then it starts to get 
reduced. 

 
Third Level Fees 
An Income Tax relief is available at the standard rate 
(20%) on third level fees to: 
 

• Approved courses in approved colleges in 
Ireland and the EU; 

 

• Part- time courses on behalf of students who 
do not have a third level qualification, and  

 

• Post graduate courses in private and public 
funded third level colleges in non-EU member 
states. 

 

TAXATION PAY & FILE SUMMARY 
 

 
 
Income Tax   
Manual 2015 return and payment        31 October 2016 
 
PAYE 
P30 for August 2016              14 September 2016 
 
Relevant Payments Tax  
Monthly return and payment            23 September 2016 
 
Corporation Tax 

Filing date for Corporation Tax returns  
for accounting periods  
ending in 31 December 2015          21 September 2016 

 
Payment of Corporation Tax balance  
for accounting periods  
ending in 31 December 2015          21 September 2016 
 

Preliminary Tax for accounting periods  
ending in 31 October 2016              21 September 2016 
 
 

Note:  Extended date for certain taxes for customers 
who both file and pay electronically (via ROS) 

 
************************* 

 

Don’t hesitate to contact me or a member of our 
team if you would like to discuss any of the issues 
raised or on any of our services. 
 
 
 

 
 

 
 

 Johnny 
 

John J. McElhinney FCA 
Managing Partner 

This newswire is intended to provide a general guide to the subject matter and 

is necessarily prepared in a condensed form.  Advice should be sought before 

acting on the information contained in it. 

 
 


