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High earners restriction —
50% increase in tax rate!
The Finance Act 2010 has
widened the scope of the high
earner restriction and
increased the minimum
effective tax rate applicable
from 20% to 30% (a 50%
increasel).

The thresholds at which the
restriction will now apply have
been reduced significantly and
many individuals not
previously affected may now

see a restriction on certain tax
reliefs for 2010.

Broadly speaking to be
considered a high earner in
2010, you must have ‘adjusted
income’ of €125,000 or more
(down from €250,000 in 2009)
and claim a minimum of
€80,000 of ‘specified reliefs’ in
that tax year.

It is vital that all taxpayers
review their financial affairs as
eatly as possible to

identify any impact the
legislative changes may have.
This should also help identify
any tax planning opportunities
at an early stage.

Rented residential property
There have been a number of
recent changes in taxation of

rent from residential property.

Restriction of loan interest
With effect from 7 April 2009
there is a restriction to 75% on
the amount of loan interest that
can be offset against rent from
residential lettings. The change
does not affect commercial
lettings for which a deduction
of 100% of the related loan
interest is still allowed.

All landlords who have
borrowings against their rental
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portfolios need to take action
to quantify the impact of this
restriction on their tax liability
now. The effect will be noticed
in October when the tax
balance for 2009 is due for
payment along with the 2010
preliminary tax payment,
potentially a doubling of the
cash flow impact!

Private Residential
Tenancies Board (PRTB)
registration

It is a condition of getting a tax
deduction for interest relating
to rented residential property
that the tenancy in question has
been registered with the PRTB.
If there has been a change of
tenant or you are letting a
property for the first time you
must ensure that the tenancy is
registered with the PRTB.
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Non Principal Private
Residence (NPPR) charge-
reminder

A new annual charge of €200
was introduced in 2009 for
owners of Irish residential
property other than an
individual’s sole or main
residence.

While the 2009 liability date
was 31 July, the liability date for
subsequent years is 31 March.
So, for 2010 the payment was
due on 31 March 2010. The
charge must be paid by 30 June
2010 to avoid an interest
charge.

The liability may be paid on line
through www.nppr.ie
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Pensionable earnings cap —
45% less scope to
contribute

It is no longer possible to fund
for pensions for self employed
persons at the level that it was
in 2008 (based on an earnings
cap of €275,238). The single
aggregate earnings cap for
pension purposes has been
reduced to €150,000 with effect
from 1 January 2009.

Further radical changes
afoot regarding pensions!
The Pensions Framework
document (published 3 Matrch
2010) has confirmed the
Government’s acceptance of
the Commission on Taxation
recommendations in the
following areas. These ate
expected to be implemented by
2014.

Pension tax-free lump sum
Currently all pension lump

< sums are tax free.
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Following the recommendation
that tax free lump sums taken
on retirement should be capped
at €200,000, the Government
has decided that arrangements
for the tax treatment of lump
sums greater than that amount
would be considered.

Reduction in tax relief

Tax relief on personal
contributions is to be reduced
to a flat rate of 33%. Such
contributions will also attract
PRSI and Health Levy relief.
This will benefit those who
currently receive 20% tax relief
on pension contributions but
not those who currently enjoy a
41% tax deduction for
contributions.

State pension

It is proposed that the State
pension retirement age will
increase to age 66 in 2014, 67 in
2021 and 68 in 2028.

Mandatory pension
contribution

Mandatory contributions ate to
be introduced. It will only
affect those earning between
approximately €18,000 and
€50,000 and mandatory
contributions to pension
schemes will be 4% employee,
2% State and 2% employer on a
band of earnings.
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George Osborne who replaced
Alistair Darling as Chancellor
of the Exchequer will introduce
an emergency budget on 22
June 2010. Whether this directly
impacts on the proposals
announced in the former
Chancellot's last budget

remains to be seen.

Amongst the highlights from
that budget were that

no changes to the rates of
Corporation Tax, Income Tax,
Capital Gains Tax or VAT were

announced.

In a series of “green” initiatives
accelerated capital allowances
will be available for expenditure
on energy saving and water
efficient plant and machinery

and zero — emission vans.

In addition, no Benefit-in-Kind
(BIK) will apply for employees
provided with zero emission

cars or vans.

The investment allowance for
small firms, whereby they can
claim a year one allowance of
100% on plant and machinery
other than cars, has been
doubled to £100,000 with effect
from April 2010.

The lifetime limit for the so
called “entreprenecurs relief” has
been doubled to /1 million of
lifetime gains. That relief allows
qualifying persons to pay a rate
of 10% on qualifying gains up
to that level. Excess gains are
liable at the standard CGT rate
of 18%.

N

Stamp duty for first time buyers
has been scrapped for homes
costing below £250,000.

The inheritance tax threshold
of £325,000 will remain at that
level until 2015.

From April 2011 people with
annual income of €150,000 or
over will see the higher rate
relief on their pension
contributions tapered. The
effect is that the tax relief on
their pension contributions will
reduce by 1% for every £1,000
of income above this level.
Once income reaches £180,000,
tax relief on pension
contributions will be at 20%
only.

Click here for more on the UK
Budget 2010.
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New domicile levy of

€200,000

The new “domicile levy” is

payable if you:

1. are domiciled in Ireland and
are also an Irish citizen;

2. have worldwide income
over €1m;

3. have an income tax liability
in Ireland of under
€200,000; and

4. have Irish property worth
over €5m (no deduction
allowed for borrowings).

Your place of residence is not
relevant so this charge can
apply to Irish resident
individuals as well as non-
resident lrish citizens.

The domicile levy is payable on
a self assessment basis. 2010 is
the first year for this charge and
the due date is 31 October
2011.

New Revenue form RSS1
(return of share scheme
details)

The Revenue has introduced a
single return of information in
respect of shares and share
options (unapproved). The new
Form RSS1 incorporates the
existing Form SO2 (share
options) and Form CS1
(convertible securities). This
form must be filed annually and
non compliance will give rise to
penalties for the employer.

Due to the late availability of
this form for 2009, the return
filing date for returns of
information in relation to
shares/securities/shatre options
(31 March 2010) has been
extended to 9 July 2010.

The deadline for returns of
information for Revenue
approved share schemes for
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2009 has also been extended by

e-brief 09/10. The following

returns are now due by the

15 May 2010:

* Approved Profit Sharing
Scheme (Form ESS1);

* SAYE Scheme (Form
SRSO1);

* Approved share option
scheme (Form SOS1); and

* Employee share ownership
trust (From ESOT1).
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This briefing is provided for general information purposes
only and is not a comprehensive or complete statement of
the issues to which it relates. It should not be used as a
substitute for advice on individual cases. Before acting or
refraining from acting in particular circumstances,
specialist advice should be obtained. No liability can be
accepted by Grant Thornton for any loss occasioned to
any person acting or refraining from acting as a result of
any material in this briefing. Grant Thornton, Irish member
of Grant Thornton International, is authorised by the
Institute of Chartered Accountants in Ireland to carry on
investment business. www.grantthornton.ie.
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