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Budget 2017 Update– Main points 
The Minister for Finance, Michael Noonan, and the Minister for Public Expenditure and Reform, 
Paschal Donohoe, have delivered Budget 2017, the first budget under the minority Government. 
 
 
o DIRT rate to be reduced from 41% to 39% in 2017 and an annual reduction of 2% to 33% by 2020. 
o No reference in Budget Speech to any reduction in the exit tax rate applied to life assurance 

policies and collective investment funds. We await publication of the Finance Bill on 20th October 
for further clarity on this issue. 

o Lower USC rates will be reduced in 2017 by 0.5%; this will lead to a tax saving of up to €353 per 
annum for those earning more than €70,044 per annum. Lower savings will accrue to lower 
earners. 

o The State Pension and all other Social Welfare pensions to increase by €5 per week from 1st 
March 2017 

o No private pension changes announced; no change in the NRE limit of €115,000 or in the 
€2million Standard Threshold limit. 

o Increase in the €550 earned income tax credit to €950 in 2017, for the self-employed and 
proprietary directors who are unable to claim the €1,650 PAYE tax credit. 

o Increase in the CAT Class A Threshold from €280,000 to €310,000; the Class B and C Thresholds 
increased from €30,150 and €15,075 to €32,500 and €16,250 respectively. 

o Introduction of a new Help-to-Buy scheme for first time buyers who buy /build a new home on or 
after 19th July 2016. Such buyers can claim back 5% of the purchase price of the property by way 
of a rebate of income tax (but not USC or PRSI) paid over the previous four years. The maximum 
rebate is €20,000. The scheme ends at the end of 2019. 

o A reduced CGT rate of 10% (was 20% in 2016) to apply to the sale in whole or in part of a business 
up to an overall lifetime limit of €1 million in chargeable gains. 

o Increase in the buy to let mortgage interest offset against rental income for  Income tax purposes 
from 75% to 80%, with a planned phased increase to 100% by 2021.  

 
 

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

 
DIRT RATES 

2016 2017 2018 2019 2020 
41% 39% 37% 35% 33% 

 
However, the Minister made no reference to a similar reduction in the 41% Exit Tax rate, either 
personal or corporate, applying to life assurance policies and investment funds. Thus the exit tax rate 
for personal investors is still 41% and the rate for corporate investors is unchanged at 25%. 
It is likely the life assurance industry will press for a similar reduction in the exit tax rate. The 
publication of the Finance Bill on 20th October 2016 may clarify the issue. 
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 UNIVERSAL SOCIAL CHARGE 
The Government has announced a number of changes to the USC to take effect from 1 January 2017: 
 

• A reduction in the three lowest existing USC rates 
• An increase in the USC entry point for the third lowest rate from €18,669 to €18,773 
 

Total income of €13,000 or less per annum is exempt from the USC. 
 

The lower USC rates have been reduced by 0.5% as follows: 
 

2016 2017 
Income Band USC Rate Income Band USC Rate 
Up to €12,012 1.0% Up to €12,012 0.5% 
Next €6,656 3.0% Next €6,656 2.5% 
Next €51,376 5.5% Next €51,376 5.0% 
Balance 8.0% Balance   8.0% 

 

The USC rate on self-employed income in excess of €100,000 is 11%. 
 

The change in USC bands and rates leads to the following change in USC liability as between 2016 and 
2017 at different levels of gross income: 
 

Gross 
Income 

USC 
2016 

USC 
2017 

Gain 

€30,000 €943 €790 €153 
€40,000 €1,493 €1,290 €203 
€50,000 €2,043 €1,790 €253 
€60,000 €2,593 €2,290 €303 
€70,000 €3,143 €2,790 €353 
€80,000 €3,942 €3,589 €353 
€90,000 €4,742 €4,389 €353 
€100,000 €5,542 €5,189 €353 

 

• The self-employed with non PAYE earned income in excess of €100,000 pay additional (to the 8% 
rate above) USC of 3.0% on such income in excess of €100,000; this continues for 2017. 

• The 3.0% maximum rate currently applying in 2016 to the over 70s (and under 70s holding a medical 
card) with income (excluding Social Welfare pensions)of less than €60,000 will be reduced to 2.5% in 
2017 

 
 

 INCOME TAX 
As predicted there is no change to income tax rates or tax bands. The higher rate of income tax 
remains at 40% and the standard rate of income tax is unchanged at 20%. 
There were some changes to tax credits including the Earned Income Credit for the self-employed and 
certain proprietary directors which increased from €550 to €950. This forms part of a 3 year move to 
bring into line the treatment between the PAYE sector and the self-employed. PAYE workers currently 
get a €1,650 PAYE credit each year. These changes are effective from 1 January 2017. 
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Increase in the earned income tax credit for the self-employed and proprietary Directors. 
 

The self-employed and proprietary directors (and their spouse/civil partner working in the business) 
are not entitled to the €1,650 PAYE tax credit. 
 

In Budget 2016, a tax credit at standard was introduced for 2016 for the self-employed and working 
proprietary directors and their working spouses/civil partners on their earned income, to a maximum 
tax credit of €550 per person. This maximum tax credit is being increased to €950 per person for 2017. 
 
 

 PRSI 
Current rates of PRSI remain unchanged. 
 
 

 CORPORATION TAX 
There is no change to the Corporation Tax rate of 12.5% for trading income and 25% for non-trading 
income. 
 
 

 STATE PENSION  
State Pensions (Contributory and Non Contributory) increase by €5 per week with effect from 1st 
March 2017. The new maximum State Pension (Contributory) will be €238.30 per week or some 
€12,392 per annum. The earliest age at which the State Pension (Contributory) is payable is currently 
age 66. 
 

In the context of the €12,700 guaranteed income requirement before being eligible for an Approved 
Retirement Fun (ARF), this leaves a shortfall of €309 that an individual would need in other pension 
income. It would cost approximately €8,800 to purchase an annuity of €309 at current annuity rates 
(based level single life pension for an individual age 66 at current annuity rate of 3.97%) 
 
 

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

Key Points on Pensions 
• No change to the marginal rate income tax relief on pension contributions 
• No change to the tax exemption that applies on pension investment income 
• No change to retirement lump sum options or €200,000 tax free lump sum threshold 
• No change to the AMRF limit of €63,500 or guaranteed income requirement of €12,700 
 

Maintaining the levels of tax relief is welcome as making adequate provision for retirement is a vitally 
important aspect of financial planning. Providing for retirement through a private pension 
arrangement remains the most tax efficient form of long term saving. 
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Standard Fund Threshold (SFT) 
The SFT remains at €2 million for 2017. 
Once again, the Minister did not address in his speech whether the SFT will be increased in line with 
inflation in the future. Section 787O of the Taxes Consolidation Act 1997 allows the Minister to apply 
an earnings adjustment factor to the SFT. While it is good news that the SFT has not been reduced, we 
would have concerns that the SFT will not keep pace with inflation if not regularly reviewed by the 
Minister. We await details of the Finance Bill as this may be dealt with at that time. Any capital value in 
excess of the SFT or Personal Fund Threshold (if applicable) on retirement is taxed at 40% and is then 
subject to tax at the individual’s marginal rate, and any PRSI and USC applicable on drawdown. 
 

Retirement Lump Sum 
The Budget did not include any changes in relation to the tax treatment of the retirement lump sum. 
The first €200,000 of any retirement lump sum remains tax free with any amount between €200,000 
and €500,000 subject to income tax at 20%. Any lump sum amount paid out in excess of €500,000 is 
taxed at the marginal rate and is also subject to PRSI and USC. Retirement Lump Sums taken on or 
after 7 December 2005 count towards an individual’s retirement lump sum limits. 
 

The Finance Bill will follow in the next couple of weeks and we will be monitoring this in case there are 
any technical changes, and if there are then we will of course let you know. 
 
 

 CAPITAL ACQUISITIONS TAX  
Changes to the three tax-free thresholds:  
 

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

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

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

 

It’s not clear when the increase will take place, i.e. from Budget Day 11th October 2016 or from 1st 
January 2017. The Finance Bill due to be published on 20th October may clarify this: 
 

Threshold 
Class 

Applies to Revised 
Threshold 

A Applies where the beneficiary is a child (including adopted child, stepchild 
and certain foster children) or minor child of a deceased child of the 
disponer. Parents also fall within this threshold where they take an 
inheritance of an absolute interest from a child. 

€310,000 

B Applies where the beneficiary is a brother, sister, niece, nephew or lineal 
ancestor or lineal descendant of the disponer. 

€32,500 

C Applies in all other cases. €16,250 
 

While Minister Noonan did specifically mention the transfer of the family home in his speech when 
announcing the CAT changes, there was no change made in the Budget to Family Home Relief. 
 

The CAT rate stays the same at 33%. 
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Below is an illustration of the impact of the CAT changes on gifts or inheritances from parents to 
children 
 

 2016 2017 
Tax Rate 33% 33% 
Group A Threshold  €280,000 €310,000 
Inheritance Amount Inheritance Tax Liability 
€500,000 €72,600 €62,700 
€1,000,000 €237,600 €227,700 
€1,500,000 €402,600 €392,700 

 
 

 CAPITAL GAINS TAX (CGT) 
The rate of CGT remains unchanged at 33%. 
The CGT rate is being further reduced to 10% (was 20% in 2016) for entrepreneurs on the disposal in 
whole or part of a business up to an overall limit of €1m in qualifying chargeable gains. This is effective 
from 1 January 2017. 
 
 

 HELP TO BUY SCHEME 
First time buyers of their primary residential property on or after 19th July 2016 to the end of 2019 can 
benefit from an income tax (but not USC or PRSI) rebate of 5% of the purchase price of the property 
(max €400k), to a maximum income tax rebate of €20,000. The rebate is limited to income tax paid 
over the previous four years. 
 

Those who will NOT qualify for the rebate include: 
 

• First time buyers who signed a contract to buy a new home before 19th July 2016; 
• First time buyers with a Loan-To-Value Ratio of less than 80%; you must have an LTV or at least 80% 

to qualify; 
• First time buyers buying a home valued at more than €600,000; 
• Non-first time buyers; and  
• A joint purchase between a first time buyer and non-first time buyer; both purchasers must be      

first time buyers 
 
BUY-TO-LET MORTGAGE TAX RELIEF INCREASED  
Buy-To-Let mortgage interest offset against rental income from rented residential property for income 
tax purposes will be increased from its current 75% to 80% in 2017, for both new and existing buy to 
let mortgages. It is planned to increase this percentage by 5% in each of the following years to reach 
100% by 2021.  
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OTHER ITEMS OF INTEREST 
 
COMPLIANCE MEASURES 
Minister Noonan announced plans to tackle offshore tax evasion and increase resources available to 
Revenue to tackle non-compliance. The upcoming Finance Bill will place restrictions on offshore tax 
defaulters using the voluntary disclosure regime from May 2017. A strict liability criminal offence will 
also be introduced to facilitate the prosecution of serious cases of offshore tax evasion. In addition to 
this Revenue will have additional staff working on audit and investigation activities with the aim of a 
direct increase in tax and duty from compliance investigations. 
 
INVALIDITY PENSION  
The Invalidity Pension is being extended to self-employed PRSI contributors from December 2017. 
 
CONSULTATIONS 
In his Budget speech Minister Noonan announced a number of public consultations which will be 
launched shortly. These include 
 

PAYE Modernisation Consultation being launched by the Revenue Commissioners. The aim of this 
consultation is to  
 

• help employees manage their tax affairs, 
• reduce contact between employers and the Revenue. 
• Reduce administration costs for employers and the Revenue 
• Improve compliance  
• Provide up to date information for policy makers 
 

It is planned that PAYE Modernisation will be operational from 1 January 2019. More information on 
this consultation can be found on Revenue.ie 
There is also a proposal for developing a new SME-focussed, share based incentive scheme which will 
be introduced in Budget 2018 next year. 
 

And for those who have a sweet tooth ......... 
 

a Sugar-Sweetened Drink Tax consultation is being launched today and running until 3 January 2017 
with the aim of aligning the Irish sugar-sweetened drinks tax with the UK’s proposal.  
 
 

Please Note: This publication is intended only as a general guide and not as a detailed analysis. In the 
interests of brevity and clarity, detailed information may have been omitted which may be directly relevant 
to an individual’s or an organisation’s circumstances. The information is provided “as is” without warranties 
of any kind, express or implied, including accuracy, timeliness and completeness. It should not be used as a 
substitute for appropriate professional advice. 
Efficient Financial cannot accept responsibility for its interpretation nor does it provide legal or tax advice. 
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Income Tax, PRSI & other information 
 

Income Tax Rates No Change 
Standard Rate 20% 
Higher Rate 40% 

 

Standard Rate Bands No Change 
Single / Widower  
No dependent children €33,800 
With dependent children €37,800 
Married – One Income €42,800 
Married – Two Incomes €42,800 + increase 
Increase is the lower of €24,800 and income of lower 
earning spouse 

 

Income Tax Credits 2017 
Personal  

Single €1,650 
Married €3,300 

PAYE Credit €1,650 
Earned Income Credit (Self Employed) €950 
One Parent Family €1,650 
Age Allowance €245 

 

Income Exemption Limits No Change 
Single / Widowed (aged 65+) €18,000 
Married (aged 65+) €36,000 

 

PRSI Rates A1 S1 
Employee   
All Income  4% 4% 
(earnings less than €352pw exempt) 
Employer   
Income up to €19,552 8.5% n/a 
Income exceeding €19,553 10.75% n/a 

 

Universal Social Charge 
Rates from 1 January 2017 

Employ
ee 

Self 
Employed 

Income up to €12,012 0.5% 0.5% 
Between €12,013 & €18,772 2.5% 2.5% 
Between €18,773 & €70,044 5.0% 5.0% 
Between €70,045 & €100,000 8.0% 8.0% 
Income in excess of €100,000 8.0% 11.0% 
Total income less than €13,000 is exempt from the USC 
Full Medical Card Holders & 
Over 70s 

Employ
ee 

Self 
Employed 

Income up to €12,012 0.5% 0.5% 
Income in excess of €12,013 2.5% 2.5% 
However those with earnings greater than €60,000 will 
pay the normal USC rates 

 

Savings and Investment Tax 2017 
DIRT 39% 
Life Assurance Exit Tax – Personal plans 41% 

                                           Corporate owned 25% 
                                        Wrapper Products 60% 

 

Social Welfare Benefits 
For more information see www.welfare.ie  
 

Social Welfare Benefits March2017 2016 
State Pension (Contributory)   
Personal Rate €238.30 €233.30 
Personal + Adult Dependent (over 66) €451.80 €442.30 
Widow / Widowers (under 66)  €198.65 €193.50 
   
State Pension (Non Contributory)   
Personal Rate €227.00 €222.00 
Personal + Adult Dependent (over 66) €377.00 €368.70 
Widow / Widowers (under 66) €193.00 €188.00 
   
Invalidity Pension   
Personal Rate (65 & under)  €198.50 €193.50 
Personal + Adult Dependent  €340.20 €331.60 
   
Disability Allowance   
Personal Rate  €193.00 €188.00 
Personal + Adult Dependent  €321.10 €312.80 
   
Jobseekers / Illness Benefit   
Personal Rate  €193.00 €188.00 
Personal + Adult Dependent  €321.10 €312.80 
   
Jobseeker’s Allowance   
18 to 24 years of age   
Personal Rate  €102.70 €100.00 
Personal + Adult Dependent  €205.40 €200.00 
Increase for each dependent child €29.80 €29.80 
Where a person aged 18 to 24 has a dependent child the basic 
personal rate of €188 and not the reduced rate applies 
   
Child Benefit 2017 2016 
Rate per child €140.00 €140.00 
 
Capital Acquisitions Tax from 12 October 2016 
Group A €310,000 (child) 
Group B €32,500 (lineal ancestor/ decedent, brother, sister 

or child of brother or sister 
Group C €16,250 (others) 
The annual small gift exemption can be availed of regardless of 
the relationship between the disponer and the beneficiary. The 
exemption is limited to one gift per beneficiary from each 
disponer in a calendar year. It does not impact on the CAT 
Thresholds noted above. 

 
 
 

 

http://www.welfare.ie/

