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Welcome

Finance Bill 2016 sets out the proposed 
legislative changes required to implement 
the Budget Day announcements of 11 
October last. As expected, the number of 
previously unannounced measures 
contained therein is small and the Bill 
contains few surprises. That being said, 
there are some previously unannounced 
measures of note such as the 
improvements made to the Employment 
and Investment Incentive Scheme. 
However, the detail behind some of the 
more anticipated measures will require 
careful consideration for those affected.

Personal Tax Highlights

From a personal tax perspective, the 
principal changes are in the form of a 0.5% 
reduction to the first three rates of USC a 
change which will ease the USC burden of 
all taxpayers. In addition, the Bill provides 
for an increase in the Earned Income Tax 
Credit from €550 to €950, this being the 
second stage of Minister Noonan’s plan to 
ultimately bring the credit into line with 
the PAYE tax credit of €1,650 currently 
available to employees. The Bill also 
provides that the DIRT rate will decrease 

by 2% to 39% in 2017 and is scheduled to 
reduce each year for the next four years 
with the intention of bringing the rate 
down to 33% by 2020. 

Employment Taxes

The extension of both the Special Assignee 
Relief Programme (SARP) and the Foreign 
Earnings Deduction (FED) to the end of 
2020 and the reduction in the minimum 
number of qualifying days required to be 
spent abroad for FED is to be welcomed 
and should help attract talent to Ireland.

Promoting Enterprises

A welcome measure aimed at encouraging 
entrepreneurship is the reduction in the 
special Capital Gains Tax (CGT) rate on the 
disposal of certain business assets, from 
20% to 10%. However, it was 
disappointing to see no increase in the 
lifetime limit of €1m given that the limit in 
other countries is significantly higher, 
including in the UK where the limit is 
£10m. This renders the relief significantly 
less attractive than that available in other 
jurisdictions and it is unlikely to encourage 
more mobile entrepreneurs to base 

themselves in Ireland. Separately, the 
exemption available under Start Your Own 
Business relief has been extended for a 
further 2 years to 31 December 2018 and 
this is a welcome development.

As alluded to above, a previously 
unannounced measure related to the 
Employment and Investment Incentive 
(EII) Scheme. The EII provides income tax 
relief for individuals who invest in certain 
Irish SMEs. Finance Bill 2016 provides for 
the removal of the EII from the list of 
specified reliefs for the purposes of the 
High Earners Restriction (HER). The 
removal of the relief from the HER is a 
long-awaited and extremely welcome 
development as its inclusion up until now 
has limited the relief available to certain 
individuals. Consequently, it was a 
significant disincentive to invest in SMEs 
and did not accord with the general policy 
aspirations of enabling a flow of funding to 
such entities to enable them to develop 
their businesses and grow employment. 

Corporate Tax

The main corporate tax measure of 
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relevance for domestic and international 
large corporates contained in Finance Bill 
2016 was the amendment to the provisions 
on country by country reporting (CbCr) by 
large multi-national companies in order to 
align the current Irish CbCR rules with the 
requirements contained in the EU 
Directive on the mandatory automatic 
exchange of information in the field of 
taxation.

Changes to the Section 110 Regime

The Finance Bill includes changes relating 
to the taxation of Irish real estate assets 
held by Irish companies within the Section 
110 regime financed through profit 
participating loans and Irish Investment 
funds where 25 per cent or more of the 
value of that undertaking is made up of 
Irish real estate assets. It is intended that 
the proposed changes should ensure that 
profits derived from Irish real estate will be 
subject to tax. It is welcomed that these 
targeted changes should not impact on the 
wider securitisation and fund industries as 
a whole. 

Irish Real Estate Funds (IREFs)

The Finance Bill provides for a new 
taxation method for fund structures 
holding Irish real estate.  IREFs are 
investment undertakings (excluding 
UCITS) where 25% of the value of that 
undertaking is comprised of Irish real 
estate assets.  IREFs must deduct 20% 
withholding tax on certain property 
distributions to non-resident investors, 
except certain categories of investors such 
as pension funds, life assurance companies 
and other collective investment 
undertakings.

Other Property Measures

From a residential property perspective, 
the much anticipated ‘Help to Buy’ 
Scheme, which will be back-dated to cover 
new houses acquired from 19 July 2016, 
will take the form of a rebate of income tax 
paid over the previous four years, of up to 
5% of the value of a newly constructed 
home, to a value of €400,000. In addition, 
the Home Renovation Incentive (HRI), 
which offers a tax incentive of up to 
approximately €4,000 for homeowners 
wishing to renovate a property, will be 
extended to the end of 2018. 

The provisions of the Living Cities 
Initiative have also been extended such 
that the scheme can now be availed of by 

landlords in respect of the renovation of 
rental accommodation in the special 
regeneration areas. The amendments 
should increase the take-up of the scheme.

Currently, tax relief for landlords is 
restricted to 75% of the allowable 
mortgage interest for residential 
properties. This relief will be increased by 
5% each year over the next five years, 
ultimately bringing it into line with the 
100% relief currently available to 
commercial property landlords. The tax 
free rental allowance under the ‘rent a 
room scheme’ is being increased to 
€14,000 per annum from 2017.

Pensions Measures

On the pensions front, there has been no 
indexation applied to pension limits, and 
the clear inference is that the earnings 
limit and Standard Fund Threshold may 
well remain at their current levels for some 
time. The impact will be to limit the 
capacity of tax-efficient pension planning 
for middle to high income earners. The 
Finance Bill will also close-off certain 
tax-planning opportunities by amending 
the legislation to ensure that all PRSA 
benefits are deemed to commence on the 
PRSA owner’s 75th birthday.

VAT Highlights

The retention of the 9% VAT rate in the 
tourism sector is a welcome boost for the 
continued competitiveness of many private 
businesses in this sector, particularly in 
light of the exchange rate volatility of the 
pound sterling amidst Brexit.

The Bill also makes turnover the primary 
method for VAT deductible apportionment 
and this aligns the Irish legislative 
provisions in this area with those in the EU 
VAT Directive.

CAT Highlights

The relatively modest increases in the 
three Capital Acquisitions Tax (CAT) group 
thresholds, when coupled with existing 
reliefs, facilitates the transfer of a higher 
value of assets to family and others free 
from CAT.

Agri Sector

Of relevance to the agri sector, the Bill 
introduces an option for farmers to ‘step 
out’ of income averaging in an 
exceptionally poor year and pay tax based 
on their actual profits in that year. 

Effective 1 January 2017, the flat-rate 
addition for VAT unregistered farmers is 
being increased from 5.2% to 5.4%. The 
Bill provides potential for the Minister to 
restrict the application of the flat-rate VAT 
scheme for unregistered farmers in certain 
sectors. 

Revenue Powers

The Minister in his Budget speech referred 
to international tax avoidance structures 
specifically those exposed by the release of 
“Panama Papers” and the steps that would 
be taken to discourage the use of such 
structures. To counteract the use of 
international tax structures or other 
offshore investments and accounts that 
facilitates tax evasion, the Finance Bill 
introduces measures that will remove the 
opportunity to make a ‘qualifying 
disclosure’ after 1st May 2017. From that 
date, any disclosure of undeclared taxes 
from such interests will be liable to 
significant penalties. Furthermore, there 
will be no opportunity to avoid publication 
as a tax defaulter. The deferral in the 
removal of the penalty mitigation 
provision affords an affected person a 6 
month window to regularise their affairs 
with Revenue. In addition anti-avoidance 
provisions designed to prevent individuals 
avoiding CGT through the use of non-
resident trusts were proposed.

Next Steps

Given the current minority government 
formation, we can expect that further 
amendments will be made to the measures 
contained in the Bill as it moves through 
Committee Stage in the Oireachtas over 
the coming weeks. As in prior years, new 
measures may also be introduced at 
Committee Stage. However, it has also 
been signalled that a second Finance Bill 
may be published by the Department of 
Finance, possibly before the end of this 
year, so any significant new measures may 
be held over until then.

Overall Observation

The Finance Bill contains incremental 
measures aimed at improving existing 
reliefs, fostering entrepreneurship and 
SMEs, addressing anomalous issues, and 
modestly easing the tax burden on 
individuals. The cumulative effect of each 
of these measures should be to sustainably 
contribute to and support the economic 
growth of the domestic economy.  
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Private Business

Entrepreneur Relief

In last year’s Finance Bill, the revised 
Entrepreneur Relief provisions were 
introduced to provide for a 20% CGT rate 
on the first €1m of gains arising on the 
disposal of certain business assets, 
including shares. There are a number of 
conditions which must be met to qualify 
for the relief but broadly the assets must 
have been owned for a period of 3 years in 
the 5 years prior to their disposal and 
where the business is carried on by a 
private company, the individual must hold 
5% or more of the shares in a trading 
company (or in a holding company of a 
qualifying group) and must meet certain 
working conditions. 

The Bill revises the provisions of the 

Entrepreneur Relief to introduce a new 
reduced rate of CGT of 10% which will 
apply to disposals of chargeable business 
assets from 1 January 2017, up to a lifetime 
limit of €1m. 

Employment and Investment 
Incentive Scheme (EIIS)

EIIS provides income tax relief for 
individuals who invest in certain Irish 
SMEs. Relief at marginal income tax rates 
is available for equity investment of up to 
€150,000 per annum in companies which 
are deemed to qualify under the scheme.  
The Finance Bill has removed the EIIS 
from the list of specified reliefs for the 
purposes of the High Earners Restriction. 

The High Earners Restriction ensures that 
High Earners cannot use specified reliefs 

Given the limited time between the Budget day announcements made by Minister 
Noonan and the publication of the Finance Bill, there was little scope for significant 
unanticipated provisions. 

However, the removal of the Employment and Investment Incentive Scheme (‘EIIS’) 
from the provisions of the High Earners restriction was not highlighted on Budget 
day and will be seen as a welcome step in making the EIIS scheme more attractive to 
investors. This combined with the reduction of the rate of CGT under Entrepreneur 
relief to 10% are positive steps and the private business community will look forward 
to more substantive changes in these areas in future Budgets as indicated by the 
Minister for Finance in his Budget speech.  In addition to this there have changes 
made to the tax treatment of gains made by non resident trusts where it can be 
shown that the trust was established for bona fide commercial reasons.

The Finance Bill as expected also extended the availability of accelerated capital 
allowances on expenditure on energy efficient equipment to individual traders and 
the period of start your own business relief for the long term unemployed which was 
due to cease in 2016.
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to reduce the income tax on their income 
to close to zero and instead seeks to ensure 
that they are subject to an effective tax rate 
of circa 30% on this income. 

While the removal of the relief from the 
High Earners Restriction is a welcome 
development, it remains to be the seen 
whether it will have widespread impact in 
assisting private businesses to raise 
finance. Further amendments, from both 
an income tax and capital gains tax 
perspective, to make the provisions of the 
relief comparable to similar regimes 
overseas would boost uptake of the relief 
for investee companies. 

The Finance Bill has also made a number 
of technical corrections around the 
information Revenue can publish in 
respect of companies participating in the 
scheme. 

Accelerated capital allowances for 
certain energy efficient equipment

The scheme of accelerated capital 
allowances for energy efficient equipment 
was introduced in 2008 for companies. 
The Finance Bill has now extended this 
relief to make it available to farmers and 
sole traders. This capital allowances 
scheme provides a 100% up-front tax 
deduction for qualifying equipment which 
is in contrast with normal capital 
allowances where the deduction is spread 
over a number of years. Naturally the 
scheme can yield significant cash flow 
savings and will be a welcome 
development for sole traders and farmers. 

Start Your Own Business Relief

This relief, which was due to expire at the 
end of 2016, has been extended for a 
further two years. The relief provides an 
exemption from income tax up to a 
maximum of €40,000 per annum for a 
period of two years to unemployed 
individuals who set up their own new 
business.

Non-Resident Trusts

Sections 579 and S.579A are anti-
avoidance provisions which deal with 
gains made by non-resident trusts to 
prevent individuals avoiding CGT by the 
use of non-resident trusts.

In response to concerns expressed by the 
EU Commission, the Bill modifies these 
rules to include a bona fide test. Where it is 
shown to the satisfaction of the Revenue 
Commissioners that the trust was 
established for bona fide commercial 
reasons, and did not form part of an 
arrangement of which the main purpose or 
one of the main purposes was the 
avoidance of CGT, these provisions will not 
apply. This is a welcome change to these 
provisions.
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Finance Bill 2016 contains few corporate 
tax measures of significance for domestic 
and international large corporates which is 
unsurprising in light of the 
announcements made by Minister Noonan 
on Budget day which primarily focused on 
reiterating Ireland’s commitment to the 
12.5% corporation tax rate and ensuring 
our corporate tax regime continues to meet 
international standards through 
compliance with the OECD’s BEPS project 
and EU initiatives. 

Country by Country Reporting 
(CbCR)

The Bill does provide for some minor 
amendments to the provisions on country 
by country reporting by large multi-
national companies in order to align the 
current Irish CbCR rules, which enact the 
OECD’s model, with the requirements 
contained in the EU Directive on the 
mandatory automatic exchange of 
information in the field of taxation along 
with some other minor changes 
surrounding administrative aspects of 
CbCR.  The Bill also inserts a new section, 
which is subject to a commencement order, 

Domestic and International 
Large Corporates

The main corporate tax measure of relevance for domestic and international large 
corporates contained in Finance Bill 2016 was the relatively minor amendment to 
the provisions on country by country reporting.  Any real legislative measures of 
significance, outside of those driven by the EU or OECD, for domestic and 
international companies are likely to follow on from the outcome of the review of 
Ireland’s corporate tax system, with recommendations due to be issued by Seamus 
Coffey by the end of quarter 2 of 2017.  

The key items on the horizon of the international tax landscape for Ireland are the 
renegotiation of the double taxation agreement (DTA) between Ireland and the US, 
the transposition of the Anti-Tax Avoidance Directive (ATAD) into Irish law and other 
developments at an EU or OECD level.  

Where possible, it is advisable to start considering the potential impact of any of these 
new measures coming down the tracks sooner rather than later to ensure organisations 
are well placed to deal with the ever evolving international tax landscape.

designed to allow the Revenue 
Commissioners to supplement the 
information required to be automatically 
exchanged under the EU Exchange of 
Information Directive.  

Other Measures

In line with the announcements on Budget 
day, Finance Bill 2016 includes measures 
to help Irish based companies to respond 
to the uncertainty posed by Brexit 
including an extension of the Special 
Assignee Relief Programme and the 
Foreign Earnings Deduction (FED) until 
the end of 2020, a reduction in the 
minimum number of days of travel to 30 
under the FED and the retention of the 
reduced 9% VAT rate for the tourism 
sector. Further details on these measures 
are set out on page 17.

Looking Forward

Looking forward it is likely that certain 
legislative measures will originate from the 
review of Ireland’s corporate tax system, 
with the recommendations arising from 
this due to be issued by Seamus Coffey 
early next year.  For the moment, however, 
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will be a first for Ireland. As such it is 
important that groups act now to 
determine the potential impact that the 
rules could have on their current 
structures. The other items to be 
introduced in 2019 are the GAAR and 
rules to tackle hybrid mismatches. Our 
current anti-abuse rules are likely more 
than sufficient for the EU GAAR and we 
understand that further work on hybrids, 
as they relate to 3rd countries, will be done 
this winter by the EU, as such the shape of 
these rules will become clearer over the 
coming months.

Ireland will likely have to amend our 
current exit tax rules by 2020 as it appears 
that they would not meet the provisions of 
the ATAD which do not allow for any 
exemptions and only allow deferrals in 
certain cases. Finally, the interest 
deductibility rules, which could have a 
broad impact on many companies 
operating in Ireland, will be need to be 
introduced once the OECD agree to a 
minimum standard or by 2024 at the 
latest. Again, it is important for 
stakeholders to understand the potential 
impact and where possible to take steps to 
safeguard current structures.

International tax policy has never had such 
momentum.  The agreement of the BEPS 
project was quickly followed by reforms at 
an EU level including agreement on the 
ATAD and further developments coming 
down the tracks following the publication 
of the EU action plan for a fair and efficient 
corporate tax system on 17 June last year.  
The EU action plan identified five key areas 
for action including the re-launching of the 
common consolidated corporate tax base 
(CCCTB) anticipated later this month.  
Interestingly, the updated version of 
Ireland’s International Tax Strategy, which 
was published on Budget day, clearly states 
that Ireland will carefully assess any 

future EU CCCTB proposals to determine 
whether they are in Ireland’s interest and 
also that Ireland will disagree with any 
proposals that relate to the harmonization 
of tax rates, minimum levels of taxation or 
the encroachment of State aid rules into 
taxation.

While this year’s Finance Bill may not have 
provided any significant fireworks from a 
corporate tax perspective, there is an 
international roadmap for both OECD and 
EU changes coming down the line. 
Furthermore it is likely that future 
legislative amendments may be borne from 
the review of our corporate tax system 
being undertaken over the coming months.

the key items on the horizon for domestic 
and international large corporates will be 
the renegotiation of the double taxation 
agreement between Ireland and the US, 
the transposition of the Anti-Tax Avoidance 
Directive (ATAD) into Irish law and other 
developments at an EU level along with the 
OECD’s Base Erosion and Profits Shifting 
(BEPS) project.  

In August 2016 the Department of Finance 
announced that it was in discussions with 
the US regarding the renegotiating of the 
DTA between Ireland and the US.  Our 
existing treaty is substantially different to 
the 2016 US Model Income Tax 
Convention. As with any treaty the “devil 
is in the detail” but the measures contained 
in the model treaty make it significantly 
more difficult for practically all 
stakeholders who currently have treaty 
access to avail of treaty benefits. The Irish 
authorities have just finished a public 
consultation period, to which PwC made a 
lengthy submission, and we would hope 
that the concerns of stakeholders across all 
sectors will be taken into account in the 
negotiations. It should also be noted 
however that treaty negotiations are rarely 
a short process and, given the potential 
issues at stake, we expect these 
negotiations to be a protracted affair.

The ATAD sets out minimum standards 
that Member States must adhere to in five 
key areas, namely interest deductibility 
limitations, controlled foreign company 
(CFC) rules, rules to tackle hybrid 
mismatches, exit tax rules and a general 
anti-abuse rule (GAAR).  There are varying 
implementation dates for the different 
measures. CFC rules which will impact any 
company that has foreign subsidiaries of 
an Irish entity must be effective from 1 
January 2019. These rules, which 
effectively seek to tax certain profits of 
foreign subsidiaries on an ongoing basis, 
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Agri Sector

Income volatility

In a year of low income, a farmer can elect 
to pay tax for the year on actual profits 
rather than on the profits calculated under 
the income averaging rules.  This is 
essentially a tax deferral scheme, as the 
tax arising on the difference between the 
current year profit and averaged profit 
(referred to as ‘the deferred tax’) is paid 
back equally over a 4 year period 
beginning in the year after the year in 
which the election was made.  

There is a restriction on the number of 
times that such an election can be made.  A 
farmer is not entitled to make an election if 
an election has been made in any of the 4 
previous tax years.  

The election is made on the tax return for 
the relevant year; effectively, the claim is 
made in arrears.  But, given that the 
farmer will have a Preliminary Tax (PT) 
payment to make during the relevant year, 
if the farmer has decided to avail of the 
election, there is an opportunity to pay a 
lower PT payment by basing the PT 

payment on 90% of the estimated liability 
for the year.  The PT payment for the 
following year could then be based on 
100% of the previous year’s liability (the 
low income year) and in this way, the 
farmer could benefit from two years of 
reduced cashflow.  

This provision comes into immediate effect 
and therefore farmers who avail of income 
averaging will be able to opt out of income 
averaging for the current (2016) tax year 
and pay PT by the 10th November next 
based on their estimated current year 
profits rather than their averaged profits. 

At present a farmer is eligible to participate 
in income averaging where their spouse 
has PAYE income or who also carries on 
another trade on the farm land which is 
ancillary to the trade of farming. It is 
disappointing to see however that income 
averaging was not extended to include 
farmers whose spouses have a separate 
source of self-employed income which is 
not ancillary to the farming trade. 

Although not a Finance Bill measure, one 

Joan Hearne
+353 51 317769
joan.m.hearne@ie.pwc.com

There were no new agri-tax measures included in the Finance Bill that were not 
announced on Budget day. The most interesting item relates to measures for farmers 
to opt out of income averaging in exceptionally poor years. Whilst this is a welcome 
measure, and will provide an opportunity for farmers to manage cashflow in 
difficult years, it falls short of providing a more targeted and individualised income 
volatility measure for farmers such as the introduction of ‘rainy day’ funds for 
farmers. 

There are also some measures to support the fishing industry.  A tax credit of €1,250 
similar to the sea farers tax credit will be made available to certain fishermen and 
reliefs related to compensation for decommissioning of fishing vessels are being 
introduced.
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of the announcements on Budget day to 
assist farmers in managing their cashflow 
was the creation of a new low cost loan 
fund, in conjunction with the Strategic 
Banking Corporation of Ireland. This fund 
is expected to be available from early 
January and will attract an interest rate of 
2.9%. 

 
Flat-rate addition

The flat-rate addition for farmers not 
registered for VAT is increased from 5.2% 
to 5.4% with effect from 1 January 2017.   
In conjunction with the increase to 5.4%, 
the Finance Bill also introduces new rules 
as to the nature of the invoice to be 
produced by the farmer who is supplying 
agricultural produce and services and who 
is availing of the flat rate addition.

Farm Restructuring

CGT restructuring relief provides farmers 
with the opportunity to consolidate their 
farm holdings through land swap, disposal 
and re-purchase in a tax efficient way. This 
relief was due to expire at 31 December 
2016 but this date has been extended by 
three years and will now expire on 31 
December 2019. The terms of the relief are 
unchanged.  The extension of the expiry 
date is subject to Ministerial Order.

Energy Efficiency

The scheme for accelerated capital 
allowances for investment in energy 
efficient equipment has been extended to 
include sole traders such as farmers and 
fishermen. Previously, this relief was only 
available to companies. This relief will 
entitle a sole trader to claim full allowance 
on the acquisition of energy efficient 
equipment in the year in which this 
equipment is acquired. This is a welcome 
move and should encourage farmers and 
fishermen to invest in more energy 
efficient equipment when improving/
upgrading their existing equipment and 
facilities. 

Raised Bog Incentives

Payments under the new raised bog 
restoration incentive scheme to relevant 

owners and right holders will be exempt 
from capital gains tax.  This is essentially 
an extension of the CGT relief for 
compensation payments for ceasing to cut 
turf.

Fishing Sector

A new annual income tax credit of €1,270 
was introduced for fishermen to shelter 
income of up to €6,350, which is the 
equivalent value of the seafarers’ 
exemption. This measure was introduced 
following a recommendation made in the 
marine tax review completed last year.  
The credit will be available to sea 
fishermen who are at sea for at least 80 
days but will not apply to fishermen who 
are fishing for salmon, fresh water eels and 
certain farmed aquaculture animals.  The 
credit will be available to both employed 
and self-employed fishermen.

There is also a new scheme for the 
decommissioning of fishing vessels.  The 
receipt of compensation under the scheme 

can give rise potentially to both a CGT 
liability and/or Balancing Charge.  The 
Finance Bill contains provisions to reduce 
some of the conditions for CGT retirement 
relief to apply (from age 55 to 45 and from 
10 years ownership to 6) and for an 
extended period to pay tax on any 
balancing charges.  These measures are 
being carried over from a previous scheme 
that was introduced in 2008.  The 
commencement date for these measures is 
subject to a Ministerial Order.

Other measures

General tax measures that will also benefit 
farmers and fishermen are the increase in 
the earned income tax credit of €400 to 
€950 and also the increase in the tax free 
exemption threshold for gifts and 
inheritances between parents and children 
from €280,000 to €310,000.



Irish Regulated Funds

One of the most significant changes in 
relation to property concerns the proposed 
creation of a new category of Irish 
regulated fund - please see page 18 for our 
analysis of the detail.

The end to a level of uncertainty amid 
much speculation as to the shape of these 
measures is welcome. The fact that the tax 
arises on actual distributions preventing a 
‘dry’ tax charge is also to be welcomed. 

Section 110 Companies

A second important property related 
amendment concerns Section 110 
companies which carry on ‘specified 
property business’ - the detail of these 
amendments is set out on page 18. It had 
been our understanding that any 
unrealised gains of the Section 110 
company arising on specified property 
business up to 6 September would be 
unaffected by the amendment. On the 
basis of the drafting, however, the 
application of this grandfathering 
provision would be wholly dependent on 
the relevant accounting treatment being 
adopted.

 ‘Help to Buy’ scheme

The ‘Help To Buy’ scheme has received a 

significant amount of attention since it was 
announced last week. While the move to 
try and assist first-time buyers gain access 
to the housing market has been welcomed, 
the scheme has also been heavily 
criticized, being viewed by many in the 
sector as solely a demand focused 
initiative. It is widely acknowledged, that 
there is a significant need to increase the 
supply of residential homes and it had been 
hoped that more supply focused measures, 
such as a reduction in the VAT rate 
applicable to construction services, would 
be introduced in Budget 17. 

The measures announced in the Finance 
Bill mean that first-time buyers of newly 
constructed homes will be entitled to an 
income tax rebate, paid over the previous 
years, of up to €20,000 (calculated based 
on the value of the new home, up to 
€400,000). No change has been 
introduced in the Finance Bill to the upper 
valuation threshold applicable to the 
scheme of €600,000 despite pressure for 
this threshold to be lowered. One change 
to the initiative since its announcement on 
Budget Day is a reduction in the loan-to-
value threshold from 80% to 70%. This 
reduction is to try and ensure that more 
people will be able to avail of the relief. 
Similar to the Home Renovation Incentive, 

In the last number of months there has been much media interest in Irish real estate 
investment and the tax treatment of vehicles investing in same. Finance Bill 2016 
proposes the creation of a new category of Irish regulated fund and amends the 
provisions of Section 110 TCA 97 for such companies which carry on ‘specified 
property business’. The other property-related measures included in the Finance Bill 
are broadly in line with the changes announced in last week’s Budget.
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there is a requirement for Contractors 
involved in the scheme to be registered 
with Revenue and fully tax compliant. The 
scheme is applicable from 19 July 2016 
and is due to expire on 31 December 2019.

Home Renovation Incentive (HRI)

The Finance Bill has confirmed the 
extension of the HRI, first introduced in 
Finance Bill 2013, to the end of 2018. The 
HRI was due to expire at the end of 2016. 

Living Cities Initiative

The provisions of the Living Cities 
Initiative have also been extended such 
that the scheme can now be availed of by 
landlords in respect of the renovation of 
rental accommodation in the special 
regeneration areas. The measures 
announced have also removed the 
requirement for a building to originally 
have been constructed for use as a 
dwelling along with the cap on maximum 
floor size of properties.  

Changes have also been introduced to the 
minimum amount of expenditure needed 
to qualify. In order to qualify for the relief, 
expenditure must now exceed €5,000. 
Previously, qualifying expenditure was 
required to equal at least 10% of the 
market value of the relevant property. 

The amendments to the existing provisions 
are aimed at encouraging an increase in 
the take-up of the scheme. 

‘Rent-a-Room’ relief

A €2,000 increase in the tax free rental 
allowances under the ‘Rent-a-Room’ relief 
scheme has also been introduced in the 

Finance Bill, bringing the total tax free 
allowance to €14,000 per annum. 

This measure is aimed at encouraging 
homeowners to rent out vacant rooms in 
their homes in the hope that it will lead to 
an overall increase in the availability of 
rental accommodation. 

Mortgage Interest Deductibility 
for Landlords

A further measure announced in Budget 
17 which is aimed at enhancing the 
attractiveness of the residential rental 
market for private landlords was the 
increase in mortgage interest deductibility 
for landlords. 

The Finance Bill has introduced the first 
measure in what will be a phased 
unwinding of the restriction on interest 
deductibility for residential landlords, with 
an increase in the allowable deduction 
from 75% to 80% which will take effect 
from January 2017. It is intended to further 
increase the allowable deduction on a 
phased basis in future years. 

National Concert Hall

Finance Bill 2016 provides the National 
Concert Hall (which has been converted to 
a statutory body under the National 
Cultural Institutions (National Concert 
Hall) Act 2015 (from a company limited by 
guarantee) with an exemption from Stamp 
Duty for the National Concert Hall on the 
conveyance, transfer or lease of land to the 
National Concert Hall in connection with 
its functions.
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Pensions

The Pension Lifetime Limit of €2 million remains a key consideration for high earners 
and their pension planning arrangements. A penal tax regime tax applies for 
exceeding the Lifetime Limit, with an effective rate of tax of circa 70% applying to the 
amount of any pension fund that has breached the limit. Public record shows that the 
Lifetime Limit is designed to discourage pension funding above the €2 million level, 
and pension planning strategies that ignore this principle carry a risk of being 
undermined by legislative changes. The changes announced in the Finance Bill reflect 
this approach by Revenue.

Finance Bill 2016 introduces anti-
avoidance legislation in relation to 
Personal Retirement Savings Accounts 
(PRSAs). Under the original PRSA 
legislation, the latest age at which holders 
of PRSA were supposed to draw benefits 
was age 75. Some PRSA account holders 
did not access their benefits with the result 
that any test against the pension Lifetime 
Limit (of €2 million) and deemed 
distribution rules (the effective 
requirement to take a minimum 
drawdown in retirement) were not 
triggered.

This Bill introduces legislation that deems 
the PRSA as having crystallised at age 75, 
thus triggering a test against the Lifetime 
Limit and commencing the application of 

Munro O’Dwyer
+353 1 792 8708
munro.odwyer@ie.pwc.com

the deemed distribution rules. The Bill 
removes all ambiguity where PRSA 
benefits have not been drawn at age 75. 

Planning around the Lifetime Limit 
remains a key consideration for individuals 
with high value pension benefits. The 
numbers impacted continue to increase as 
the Limit is not indexed, but the value of 
pension funds increase through 
investment returns achieved and due to 
the lower interest rate environment in the 
case of the defined benefit pension 
entitlements. What is clear is that a 
strategy for managing exposure to the 
Lifetime Limit that relies on uncertainty in 
the prevailing legislation will carry 
consequently high levels of risk. As the 
Finance Bill shows, changes in legislation 
can unravel these types of strategies.Roger Murphy

+353 1 792 6527
roger.murphy@ie.pwc.com



15



Emer O’Sullivan
+353 1 792 6695
emer.osullivan@ie.pwc.com

16

Employment Taxes /
Individual Taxes

Income Tax and USC

There were no additional changes to the income tax or USC rates, bands or threshold 
changes announced in Budget 17.  The confirmed USC rates and bands for 2017 (with a 
comparison to 2016) are as follows:

Pat Mahon
+353 1 792 6186
pat.mahon@ie.pwc.com

There were no significant changes in Finance Bill 2016 beyond those already 
announced in the Budget. The most positive developments were the reductions in the 
USC rates as well as the three year extension of the reliefs available to mobile 
employees. 

However, the most significant development for employers is the consultation process 
announced by Revenue for the modernisation of the PAYE system where it is proposed 
to include the integration of an employer’s payroll process into Revenue’s systems 
from 2019. This will give rise to real time risk for employers. The closing date for 
submissions is 12 December 2016 and PwC would welcome feedback from clients to 
ensure any specific concerns are raised during the consultation process.

2017 Bands Rate 2016 Bands Rate

€0 - €12,012 0.5% €0 - €12,012 1%

€12,013 to €18,772 2.5% €12,013 to €18,668 3%

€18,773 to €70,044 5% €18,669 to €70,044 5.5%

€70,045 and above 8% €70,045 and above 8%

€100,000 and above* 11% €100,000 and above* 11%

*Self-employed income only

‘Home Carer’ and ‘Earned Income’ 
tax credits

The Finance Bill confirms the increase to 
the ‘home carer’ tax credit to €1,100 for 

2017 (up from €1,000 in 2016) and the  
‘earned income tax credit’ for self 
employed individuals to €950 (up from 
€550 in 2016).  
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Threshold Relationship 2016 2017

A Parent to children €280,000 €310,000

B Transfers within family €30,150 €32,500

C Other transfers €15,075 €16,250

Mobile Employees

Finance Bill 2016 confirmed the following 
changes affecting mobile employees:

Inbounds

The Special Assignee Relief Programme 
(SARP), which provides a reduction in 
taxable employment earnings for 
individuals who are assigned by their 
overseas employer to work in Ireland, has 
been extended to the end of 2020.  No 
further changes have been announced to 
the qualifying conditions to avail of the 
relief. 

This extension is welcome and will give 
certainty to businesses seeking to attract 
staff from overseas. It also supports the 
attractiveness of Ireland as a new location 
for UK based businesses seeking to retain a 
foothold in Europe post Brexit.  

Outbounds

The Foreign Earnings Deduction (FED) 
has been extended to the end of 2020 and 

provides for a reduction in taxable 
employment income for Irish employees 
who spend time working overseas, 
typically in expanding markets. The 
number of days required abroad to qualify 
for the relief will be reduced to 30 days 
(down from 40). However, there has been 
no change to the maximum relief available 
in any year which remains at €35,000. The 
Bill also confirms the extension of the 
relief to Colombia and Pakistan. These 
changes should be welcomed by 
companies looking to expand overseas.

Tax treatment of married persons 
and civil partners

Finance Bill 2016 introduces a technical 
amendment to the tax treatment of jointly 
assessed taxpayers to allow either spouse/
civil partner to submit an electronic return 
of taxes on behalf of the couple. Prior to 
this amendment, only the assessable 
spouse could request a prior year review of 
their tax affairs. 

Capital Acquisitions Tax

Gifts/Inheritances 

Finance Bill 2016 has confirmed the following increases in the tax free thresholds for 
receiving gifts and inheritances on or after 12 October 2016, which is dependent on the 
relationship between the beneficiary and disponer.
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Financial Services

Section 110 Changes
Draft legislation published on 6 September 
last proposed an amendment to Section 
110 of the Taxes Consolidation Act 1997 to 
restrict the tax effectiveness of profit-
participating loans used to finance the 
business of s110 companies holding assets 
deriving their value from Irish real estate. 
An amended version of this legislation is 
now contained in the Finance Bill.  
Transactions of s110 companies unrelated 
to Irish real estate transactions remain 
unaffected by these changes.

Broadly, the business of a s110 company 
that is impacted by the changes, referred 
to as ‘specified property business’, is that 
part of the s110 company’s activity that 
involves the holding, managing or both the 
holding and managing of so-called 
‘specified mortgages’. A specified mortgage 
is a loan or “specified agreement” deriving 
its value, or the greater part of its value, 
from land in the State (meaning the 
Republic of Ireland).

This part of the s110 company’s business is 
to be treated as a separate business from 
any other business the company may carry 
on and, with certain exceptions, no 
interest above an arm’s length rate will be 
deductible in computing the taxable profits 
of that part of the business. The profit 
calculated will be taxable at the 25% rate 
of corporation tax.  It had been our 
understanding that any unrealised gains 
of the s110 company arising on specified 
property business up to 6 September 
would be unaffected by the amendment. 
On the basis of the drafting, however, the 
application of this grandfathering 
provision would be wholly dependent on 
the relevant accounting treatment being 
adopted.

Certain exceptions are made so that 
interest on profit-participating loans used 
in a s110 company’s specified property 
business will continue to be fully 
deductible where the interest is paid to (i) 
an individual within the charge to income 
tax or a company within the charge to 
corporation tax in Ireland on the interest, 
(ii) an Irish or EEA pension fund, and (iii) 
a person resident in another EU or EEA 
country who will pay tax on receipt of the 
interest, and provided the main purpose of 
the transaction is not tax avoidance and 
the recipient is carrying on genuine 
economic activities.

Also, collateral loan obligation 
transactions, defined commercial 
mortgage backed securities / residential 
mortgage backed securities and loan 
origination businesses are excluded from 
the definition of ‘specified property 
business’ and therefore outside the 
proposed new rules. 

As noted earlier, no other asset classes are 
affected by these changes to the s110 
legislation. However, the Finance Bill also 
proposes to reduce the deadline for 
notifications to Revenue to be a s110 
company from the first filing date of the 
tax return of the company to 8 weeks after 
commencement of its first transaction. 
This change in notification date applies to 
all s110 companies.

Irish Real Estate Fund 
The Finance Bill proposes a new type of 
fund, an Irish Real Estate Fund (“IREF”). A 
fund will be considered an IREF where 
25% or more of the market value of its 
assets are derived from Irish land or 
buildings. Consideration of whether a fund 
constitutes an IREF will, in the context of 

John O’Leary
+353 1 792 8659
john.oleary@ie.pwc.com
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an umbrella scheme, be determined on an 
individual sub fund basis.

Where a fund is categorised as an IREF, 
20% withholding tax must be operated by 
the fund on distributions of income. No tax 
applies in respect of gains on redemption 
except where those gains are derived from 
undistributed income or real estate 
disposed of within 5 years of acquisition. 
Gains derived from property held for at 
least 5 years are specifically excluded from 
the scope of the withholding tax. 

Exemptions from the 20% withholding tax 
are preserved for Irish pension schemes, 
Irish regulated funds and life assurance 
funds and their EEA counterparts where 
subject to equivalent regulation.

The amendment will apply to accounting 
periods beginning on or after 1 January 
2017. At present, the draft legislation does 
not provide for relief in respect of income 
accumulated prior to 1 January 2017 but 
distributed after this date. Likewise, for 
gains on Irish real estate assets held for less 
than 5 years, no grandfathering of 
unrealised gains prior to 1 January 2017 
has been provided for in the proposed 
amendments.

All other Irish funds, falling outside this 
new categorisation, will not be impacted 
by the proposed legislative changes.  

Deposit Interest Retention Tax 
(“DIRT”)
The Finance Bill has included a proposal to 
reduce the rate of DIRT on deposits by 2% 
per annum over a period of 4 years thereby 
reducing it from the current rate of 41% to 
33% in 2020 and subsequent years. The 
rate of DIRT for 2017 will be 39%.

 
 

 
Financial Institutions Levy
The Finance Bill extends the annual levy 
being imposed on certain financial 
institutions by a period of 5 years. The 
annual levy was due to expire at the end of 
2016 but will now run until 2021. 

Furthermore, the rate of the levy, which is 
charged on DIRT paid by financial 
institutions in certain base years, is due to 
increase from 35% to 59%. The base year 
for calculating the levy due in 2017 and 
2018 will be 2015, with 2017 being the 
base year for the levies due in 2019 and 
2020 and the base year for the tax due in 
2021 being 2019. 
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VAT

Apportionment of Input VAT 
Deductibility

Amendments are made which seek to align 
the methodology used to apportion input 
VAT deductibility, where such 
apportionment is required, with that 
outlined in the VAT Directive. The 
amendments provide that the turnover 
method is the primary method of 
apportionment but, where that method 
does not reflect the taxable use of dual-use 
inputs, an alternative method of 
apportionment should be used. Heretofore 
there was no ‘default’ method. 

This will potentially affect VAT registered 
traders who make a mixture of exempt and 
taxable supplies. VAT registered traders in 
this category will need to review their 
apportionment methodology to ascertain 
if a change in methodology is required. 

Flat-rate Addition for Farmers

As announced in Budget 17, there is an 
increase in the ‘flat-rate addition’ paid to 
farmers who are not registered for VAT, 
from 5.2% to 5.4%. 

In addition, effective from 1 January 2017 
through the introduction of a new Section 
86A, the Minister can make an order 
specifying that the flat-rate addition is not 
payable in respect of specific agricultural 
activities in certain circumstances. 

This gives the Minister the power to 
prevent the payment of the flat-rate 
addition to certain farmers in certain 
circumstances. 

Patrick Kennedy
+353 1 792 6223
patrick.g.kennedy@ie.pwc.com

Finance Bill 2016 contains proposals which will have an impact on a limited number 
of persons who are registered for VAT.
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Global Trade and Customs

Tobacco Products - Rate Changes 

As announced in the Budget and effective 
from midnight on 11 October 2016, the 
excise duty on a pack of 20 cigarettes 
increased by 50 cent (VAT inclusive) in the 
most popular price categories. In addition, 
a corresponding pro-rata increase was 
applied to the other categories of tobacco 
products (e.g. cigars and other smoking 
tobacco). 

Excise duty relief for 
microbreweries 

Last year, a qualifying limit for the reduced 
rate of excise duty for microbreweries was 
introduced. Instead of having to pay and 
reclaim the reduced rate of excise duty, 
microbreweries (i.e. microbreweries which 
produce not more than 30,000 hectolitres 
per annum) could claim the relief upfront. 
In Finance Bill 2016 as published, the 
qualifying ceiling for microbreweries to 
avail of the 50% excise relief is now being 

extended to microbreweries which 
produce not more than 40,000 hectolitres 
per annum. 

Vehicle Registration Tax

As indicated in the Budget, the relief 
applicable to VRT of plug-in electric 
vehicles is to be extended to 31 December 
2021. The VRT relief for hybrid vehicles is 
to be extended to 31 December 2018.

Vehicle Gas and Carbon Tax

Provision is also being made to allow for 
the application of mineral oil tax to natural 
gas and biogas used as vehicle fuel. 
Included within the legislation are 
provisions stipulating the person liable for 
the tax and the time the liability arises, the 
applicable rate and the relevant procedures 
for making returns and payment of the tax 
due. These provisions are subject to a 
commencement order. 

 

John O’Loughlin
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The Finance Bill introduces a number of changes in the field of trade in excise 
products. As announced on Budget day, the change to the excise rate for tobacco 
products, the extensions to the qualifying ceiling for micro-breweries and the VRT 
relief available for the purchase of electric vehicles and plug-in hybrid electric 
vehicles were all confirmed. Other changes of note include:

• introduction of a rate of excise duty for “vehicle gas” (€9.36 per megawatt hour

• requirements for vehicle gas suppliers to register with the Revenue 
Commissioners and make returns and payment of the applicable excise duty 

• a relief from the carbon charge for vehicle gas that is vehicle biogas or the biogas 
content in a blend of vehicle gas 

• a full rather than a partial relief from carbon tax for natural gas, coal and 
mineral oil which is used in combined heat and power co-generation plants in so 
far as it relates to such fuels used to generate high-efficiency electricity

• natural gas is to be treated as a transport fuel in certain circumstances

• increase in the compliance requirements for approval as a registered consignee 
or consignor 
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In addition, provision is made for a full, 
rather than a partial, relief from carbon 
tax for natural gas, coal and mineral oil 
which is used in combined heat and power 
co-generation plants in so far as it relates 
to such fuels actually used to generate 
high-efficiency electricity. Additionally, 
the deadline for claiming relief will now be 
aligned to the relevant authority’s 
certification process. The administrative 
requirements for claiming the relief have 
also been provided for in the Finance Bill. 
These provisions are also subject to a 
commencement order. 

Excise Authorisations- Registered 
Consignors and Consignees 

The Finance Bill also introduces a number 
of amendments relating to the 
authorisation of registered consignors and 
consignees. These changes strengthen the 
power of the Revenue Commissioners to 
refuse or revoke an authorisation where 
certain requirements are not met. 

In order to operate as a registered 
consignor or consignee, Revenue will 
require that the holder of the authorisation 
acts in compliance with excise law. Such 
compliance will also include new 
requirements relating to systems and 
procedures of the business relating to 
excise products. These systems and 
procedures will need to provide a true and 
accurate record of all the transactions of 
the business in a form readily accessible to 
Revenue. Furthermore, Revenue will look 
to ensure that the premises of registered 
consignees or consignors have adequate 
security in place for the storage of excise 
products. In addition, tighter controls are 
introduced to facilitate refusal of an 
authorisation (e.g. where previous 
breaches of excise law have occurred). 

These changes for registered consignors/
consignees will impact all excise products. 
It will also affect industries such as food, 
beverage and pharma/life sciences where 
excisable products (such as alcohol) may 
be used in production. 

Other Measures Introduced

Other measures introduced included 
provisions to give certainty on the grounds 
under which Revenue may take samples of 
products and materials used to make such 
products while exercising a search 
warrant.
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Revenue Powers

Tax Penalties

The Minister in his Budget speech referred 
to international tax avoidance structures 
specifically those exposed by the release of 
“Panama Papers” and the steps that would 
be taken to discourage the use of such 
structures. 

Irish tax law currently provides an 
increasing level of penalty mitigation 
provisions that are proportionate to the 
extent and quantum of the tax default. The 
standard penalty is set at 100% of the 
unpaid tax and can be reduced depending 
on the circumstances giving rise to the tax 
default. Furthermore, the penalty can be 
significantly reduced by the making of a 
‘qualifying disclosure’ defined as a 
complete and signed disclosure of the tax 
default furnished to Revenue before the 
commencement of the audit or 
investigation    together with the payment 
of the tax and interest.  Therefore, the 
absence of a qualifying disclosure exposes 
the person to an increased level of 
penalties.

To counteract the use of international tax 
structures or other offshore investments 
and accounts that facilitates tax evasion, 
the Finance Bill introduces measures that 
will remove the opportunity to make a 
‘qualifying disclosure’ after 1st May 2017. 
From that date, any disclosure of 
undeclared taxes from such interests will 
be liable to significant penalties. 
Furthermore, there will be no opportunity 
to avoid publication as a tax defaulter.

The deferral in the removal of the penalty 
mitigation provision affords an affected 
person a 6 month window to regularise 
their affairs with Revenue.

Finally, the benefits of a qualifying 
disclosure will still apply to minor tax 
defaults arising from offshore accounts or 

investments where the person fully 
co-operates with the Revenue 
investigation.

Publication of Tax Defaulters 

There is an obligation on Revenue to 
publish a quarterly list of persons who have 
made settlements that includes a penalty 
for a failure to file complete and accurate 
tax returns. However, publication will not 
apply where the taxpayer, before the audit 
or investigation has commenced, has 
provided a signed statement disclosing the 
nature of the default and pays the tax and 
interest. The publication exception also 
applies to cases where the total settlement 
does not exceed €30,000.

With effect from the date of passing of the 
Finance Act 2016, certain changes are 
being made with regard to the amount to 
be published.  It clarifies that the portion of 
the settlement sum in respect of which a 
qualifying disclosure is made will be 
excluded from publication, and only that 
portion relating to other matters (not 
subject to a qualifying disclosure) will be 
publishable, provided the publication 
criteria in relation to the amount of the 
settlement sum and the level of penalties 
pertaining to those other matters are 
satisfied.  

The Finance Bill also provides that, in the 
case of defaulters who are to be published 
on the list and who have failed to pay the 
settlement sum, the fact of non-payment 
may be included in the published 
particulars.

An amendment is also introduced in the 
Finance Bill to delete the mandatory 
requirement for the Minister for Finance to 
make an order every 5 years increasing the 
publication limit (which is currently 
€30,000) to a discretionary requirement to 
increase the limit “from time to time”.

Conor Kennedy
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