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Temporary Business Energy
Support Scheme introduced for
Temporary
Business
Energy
tax compliant
trading businesses
Support
introduced
subject toScheme
a monthly
cap of for
tax
compliant
trading businesses
€10,000
per trade.
subject to a monthly cap of
€10,000 per trade.
KEEP, SARP and FED extended
to 2025, KDB extended for 4
KEEP,
SARPnew
andproposed
FED extended
years with
to
2025, KDB
extended
for 4
eﬀective
rate of
10%.
years with new proposed
eﬀective rate of 10%.
Small Beneﬁt Exemption limit
increased from €500 to €1,000
Small
Beneﬁt to
Exemption
limit
and extended
two vouchers
increased
from €500 to €1,000
per annum.
and extended to two vouchers
per annum.

Main tax credits increased by
€75 to €1,775, Standard Rate
Main
tax
credits
Cut Oﬀ
Point
for increased
individualsby
€75
to €1,775,
Standard
Rate
increased
by €3,200
to €40,000.
Cut Oﬀ Point for individuals
increased by €3,200 to €40,000.
Universal Social Charge 2%
rate band ceiling increased
Universal
Social
Charge 2%
by €1,625 to
€22,290.
rate band ceiling increased
by €1,625 to €22,290.

Pre-letting expenses eligible
expenditure limit for landlords
Pre-letting
eligible
increased toexpenses
€10,000, vacancy
expenditure
limit
landlords
period reduced
tofor
6 months.
increased to €10,000, vacancy
period reduced to 6 months.

€500 rent tax credit for
private tenants to commence
€500
rent
taxto
credit
forrent
in early
2023,
include
private
tenants to commence
paid in 2022.
in early 2023, to include rent
paid in 2022.

Residential Development
Stamp Duty Refund Scheme
Residential
extended to Development
31 December 2025,
Stamp
Refund Scheme
Help toDuty
Buy extended
to 31
extended
31 December 2025,
Decemberto
2024.
Help to Buy extended to 31
December 2024.
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Vacant Homes Tax on
residential properties to
Vacant
Homes
Tax at
onrate equal
commence
in 2023,
residential
properties
to 3 times existing
LPTto
rate.
commence in 2023, at rate equal
to 3 times existing LPT rate.
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Key insights on the Budget from Head of Tax, Lorraine Griffin

How quickly things can change in a year!
As we reflect on Budget 2023, it’s a stark reminder of the
dramatic changes we’ve experienced from a geo-political,
energy supply and broader economic perspective. Budget
2022 was unveiled at a time when we were emerging from
the worst of the pandemic, and a strong rebound in the
economy was evident, with Government signalling it would
be returning to more normal fiscal policies. Just 12 months
on, the context for Budget 2023 couldn’t be more different,
with the conflict in Ukraine continuing to negatively affect
the EU economy and setting it on a path towards lower
growth and higher inflation.
This year, we have seen GDP growth of 5.3%, with
inflation running at 8.5% and 5.25% on headline and core
(non energy) inflation respectively. However, excluding
multinational activity, the economy contracted in Q1 2022,
particularly due to falling investment in non-residential
construction. Accordingly, Budget 2023 is set against a
backdrop marked by a range of challenges including rising
energy costs, inflationary pressures not seen since the
1970s and a housing market where demand continues to
outstrip supply.

Notwithstanding the challenging economic environment,
tax receipts remain strong at almost €50billion at the end
of August 2022. The Minister also confirmed a general
Government surplus of €1billion for 2022. Compared to
a general Government deficit of €7billion in 2021, the
surplus is reflective of a strong growth in tax revenues and
the unwinding of COVID19 supports. With the short-term
economic agenda focussed on the cost-of-living crisis, and
how to support households and businesses through the
inflation and energy crisis, the Minister for Finance has
announced an overall package of €11billion, comprising
once off measures worth €4.1billion and budgetary
measures for 2023 worth €6.9billion.

in the Programme for Government and ensuring that the
Irish tax system is well insulated against future risks to tax
receipts.

As part of the income tax package worth over €1.1billion,
a range of measures have been announced including
increases to the standard rate cut off point for income
tax purposes, increases to main tax credits and the
introduction of a renter’s tax credit valued at €500 per
year. Aside from meeting the immediate need to guard
against higher taxation on workers, Budget 2023 and
the upcoming Finance Bill 2022 will be looking to strike a
balance between meeting commitments on taxation made

The Government’s Annual Taxation report issued earlier
this month (September 2022) noted that while tax revenue
flows remained resilient during the pandemic with a
strong rebound in 2021, approximately €1 in every €4
is collected from corporate taxpayers, particularly the
multinational sector. In addition, employment in parts
of the multinational sector generates a significant part
of income tax receipts, further increasing the exposure
of overall tax revenue to this part of the economy. With
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Other key changes have focussed on the core area of
housing, climate change and business supports to name
but a few, with a special recognition from the Minister as
to the importance of small and medium enterprises (SMEs)
and the role they play in the Irish economy.
Key changes and developments on the tax measures
announced have been addressed and analysed by our tax
specialists in detail.

Key insights on the Budget from Head of Tax, Lorraine Griffin

imminent changes to the international corporate tax
landscape, in particular the introduction of tax reform on
Pillar One (reallocation of taxable profits) and Pillar Two
(global minimum tax of 15%), a core focus both for this
Budget and for later years will be on ensuring that the
tax system is sufficiently resilient and the tax base wide
enough to allow for potential reductions in corporate tax
revenues. Continued consultation, dialogue and innovation
with respect to the overall tax framework in Ireland will be
critical in the years ahead, both for the multinational and
domestic sectors.
We hope you will find Deloitte’s commentary on Budget
2023 to be useful and look forward to bringing you further
insights on the Finance Bill when it is released.

Lorraine Griffin
Partner, head of Tax
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Lorraine Griffin
Partner, Head of Tax
+353 1 417 2285
lorgriffin@deloitte.ie
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Personal Tax

Key measures
In the area of personal income tax, a package valued at
€1.1bn has been announced. The package includes the
following measures:
•The standard rate band for personal income tax (the
amount of income that is subject to tax at the 20% rate)
is to be increased by €3,200. This will mean the first
€40,000 will be taxable at the 20% personal income tax
rate.
•The personal tax credit, employee tax credit and the
earned income credit (all currently set at €1,700) will be
increased by €75. The Home Carer tax credit for stay at
home parents is to be increased by €100.
•The Universal Social Charge is to be amended so that
the ceiling for the second-rate band will increase from
€21,295 to €22,920.
•The exemption from the top rate of USC for medical card
holders, and those aged over 70 earning under €60,000
will continue beyond 2022.
•A new rent tax credit has been announced of €500 per
year and applies to rent paid in 2022.

•The deduction for pre-letting expenses for vacant
residential properties has been enhanced by doubling
the amount of the deduction to €10k per property
and reducing the vacancy period from 12 months to 6
months.
•A new Vacant Home tax is to be introduced subject to
certain exemptions where properties are occupied for
less than 30 days per year. The tax will be calculated at 3
times the property’s local property tax rate.
•Some key farming reliefs that were due to expire at the
end of the year have been extended.

Who will be affected?
Self-employed individuals, as well as employees will benefit
from the personal income tax package announced. In
addition, certain farming families will continue to benefit
from targeted reliefs. Tenants will also benefit with the
introduction of the rent credit. Property owners who
have incurred pre letting expenses in relation to vacant
residential properties will benefit positively but other
property owners may be negatively affected by the
introduction of the vacant home tax.
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When? What to do now?
Most measures outlined are to be introduced in 2023 with
the exception of the rental credit for tenants.

Personal Tax

Our view
While the personal income tax measures which
reduce the effective rate of tax for individuals
is welcomed, it is disappointing that the budget
did not go further this year to reform personal
income tax to include a third tax rate band for
middle income earners. However, the Minister
promised a review in 2023 with a view to the
introduction of any resulting changes by 2024. It
is also intended in the medium term to undertake
a broader review of Income tax, USC and PRSI to
provide a roadmap for the future.

Joanne Whelan
Tax Partner and Head of
Private Client Services
+353 1 417 2463
jwhelan@deloitte.ie
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Real Estate and Housing

Key measures
1. Help-to-Buy Scheme
The scheme will continue at current rates for another two
years until the end of 2024.
2. Vacant Homes Tax (“VHT”)
A VHT will apply to residential properties occupied for less
than 30 days in a 12 month period. The applicable tax rate
is proposed to be three times the existing local property
tax (“LPT”) rate.
3. Residential Development Stamp Duty Refund
Scheme
The stamp duty refund scheme will continue until the end
of 2025.
4. Residential Zoned Land Tax (“RZLT”)
Amendments will be made in Finance Bill 2022 to
streamline how the RZLT will be administered.
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5. REIT and IREF Tax Regimes
A review will be undertaken of both the IREF and REIT
regimes to determine how best they can continue to
support housing policy objectives.
6. Rent Tax Credit
A form of rent tax credit is to be restored for tenants
from 2023. This credit will be subject to a maximum of
€500 each year. It is proposed to permit claims based on
qualifying expenditure in 2022.
7. Pre-letting Expenses on Certain Vacant Residential
Properties
The limit for allowable pre-letting expenses is to be
increased from €5k to €10k. The vacancy period for
eligibility is to be reduced from 12 months to 6 months
(both changes effective from 1 January 2023).
8. Levy on Concrete Blocks, Pouring Concrete and
other Concrete Products
A 10% levy was announced in response to the significant
funding required in respect of the defective blocks redress
scheme. This levy applies from 3 April 2023.

Real Estate & Housing

Our view
With affordability remaining a significant
challenge, first time buyers will welcome the news
that the Help-to-Buy scheme will continue in its
current form until the end of 2024.
The purpose of a VHT was stated as to increase
the supply of homes for rent or purchase. It is
positive that exemptions are to be provided to
ensure that owners are not unfairly charged
where a property is vacant for a genuine reason.
These include properties recently sold or
currently listed for sale or rent; properties vacant
due to the occupier’s illness or long-term care;
and properties vacant as a result of significant
refurbishment work. The VHT will not apply to
derelict properties or properties unsuitable
for use as a dwelling which are not captured
under the LPT system. The impact of the VHT
on increasing supply may be modest as existing
vacancy levels in Ireland are considered to be low.

While the extension of the residential stamp duty
refund scheme is important and is welcome, we
await to see whether amendments to the current
scheme will be provided for in the Finance Bill
in response to the industry’s claims that the
conditions for obtaining relief currently present
real difficulties.
It was noted that amendments will be proposed
to the RZLT to facilitate easier administration of
the scheme. Under current rules, there is a real
possibility the landowners who are frustrated in
progressing developments for genuine reasons
will fall within the scope of the tax. It is suggested
that the amendments should take this into
account to ensure that taxpayers are not unfairly
penalised.
As part of announcing a review of the REIT and
IREF regimes, it was recognised that institutional
investment has played a key role in the provision
of housing in recent years. It is hoped that a
balanced review can be undertaken, the outcome
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Real Estate & Housing

of which will see institutional capital continuing
to be a source of key support to real estate and
housing in future years.
The previous rent tax credit was abolished
in 2017. The credit was phased out following
the conclusion that the net effect of the credit
was to increase the cost of private rented
accommodation. The Minister will be hoping that
the existence of RPZ caps today provides more
scope for the credit to benefit tenants.
Landlords will be disappointed to see that today’s
Budget provided no meaningful change to the
current regime. The modification of rules in
connection with pre-letting expenses for certain
vacant units with effect from 1 January 2023 is
unlikely to deter the exodus of “mom and pop”
landlords from the market.

While it is important to consider the funding
of the defective building redress scheme, the
introduction of a 10% levy on concrete will add to
construction inflation. There is a risk this levy may
result in the unintended consequence of further
disincentising construction activity in a time
where viability is a significant issue.
Overall, market participants may feel today’s
budget was conservative and, in some respects,
a missed opportunity. We await the Finance Bill
for more detail on the key measures mentioned
above.
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Shane Wallace
Partner, Tax
+353 1 417 3091
shawallace@deloitte.ie
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Entrepreneurship

Key measures
Entrepreneurs and the businesses they invest in will be
impacted by a number of key measures announced in
Budget 2023.
One of the key measures aimed to support Irish
indigenous businesses in this “cost-of-living” budget is the
introduction of the Temporary Business Energy Support
Scheme to help business with rising energy costs over the
winter months. The scheme is open to businesses that
carry on a Case I trade provided they are tax compliant
and have experienced a significant increase in energy
costs. The scheme will work by comparing the average
unit price for the relevant bill period in 2022 with average
unit price in the corresponding period in 2021. If increase
in average unit price is more than 50% then the business
is eligible for the scheme. The level of support available is
calculated as 40% of the amount of the increase in average
unit price. There will be a cap of €10,000 per month and
there will also be an overall cap which we expect will be
announced in the Finance Bill. This scheme is subject to
State Aid approval from the EU.

Among other measures that will impact Irish indigenous
businesses (and their investors) include an extension to
the Knowledge Development Box regime for a further four
years as well as the extension to the Film Corporation Tax
Credit regime to the end of 2028. The Minister announced
that amendments will be made to the R&D tax credit
regime with respect to how repayments are made under
the scheme. Currently the R&D tax credit is firstly offset
against current and prior year corporation tax liabilities
followed by repayment over three instalments. Under
today’s announcement this will be changed to a new fixed
three-year payment system. Going forward, a company
will have an option to call for payment of their eligible R&D
tax credit or to request for it to be offset against other tax
liabilities, and existing caps on the payable element of the
credit are being removed. Transitional measures will be
introduced for those that already engaged in R&D activities
and claiming the credit.
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The Key Employee Engagement Programme is to be
extended to the end of 2025. A number of other positive
changes are being introduced as well including facilitating
the buy-back of KEEP shares by the issuing company and
increasing the company limit to €6 million. A number
of changes announced in Finance Bill 2019 will now be
brought into effect with respect to group structures and
qualifying employees.
Who will be affected?
The introduction of the temporary energy support
scheme will no doubt be of benefit to many Irish
indigenous businesses struggling with rising costs. The
increase in the standard rate band should also help these
businesses retain staff without having to fund the cost
of rising inflation themselves through wage increases.
Enhancements to the repayable element of the R&D tax
credit scheme should enable Irish businesses access cash
refunds in a more efficient manner. Disappointingly there
is little if anything in the budget that positively impacts
entrepreneurs and encourages them to invest in and grow
the Irish indigenous sector.

Entrepreneurship

Our view
There is no doubt that the focus of Budget 2023
was on the rising cost of living for individuals in
the country. However, the Minister also reiterated
the importance of the Irish domestic economy
and the Irish businesses that provide significant
employment. Previous Budgets have delivered
relatively little in the way of substantive support
for entrepreneurs, a trend we have unfortunately
seen continued in this year’s Budget. Irish
businesses dominate the Irish economic
landscape and this coupled with an over-reliance
on tax receipts from multinationals makes it
imperative from an entrepreneurial perspective
that our tax system incentivises innovation and
encourages longevity.

There is no doubt that a number of
announcements included in Budget 2023 will
impact Irish indigenous businesses in a positive
way. We welcome these changes and while we
may see further changes and enhancements
outlined in the upcoming Finance Bill, it was
disappointing to see no specific tax measures
to unlock increased funding into scaling Irish
businesses given the need for capital in these
businesses. Other measures which were
included in the Deloitte pre Budget submission
and which could have made an impact include
tapered capital gains tax relief to encourage
entrepreneurs to stay the course and scale
business internationally or the introduction of
a lower rate of tax on interest earned on capital
lent to scaling Irish businesses.
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Partner, Tax
+353 1 417 2598
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Partner, Tax
+353 1 417 2206
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Sustainability

Key measures
Budget 2023 introduces a number of measures to protect
our environment and help to move Ireland towards
becoming a low carbon emitting economy as part of the
process of meeting its climate change commitments.
However, it sees a return to some of what have become
the “traditional levers” in progression for this country’s
climate agenda.
Carbon tax has increased in line with expectations set
out in Finance Act 2020 by €7.50 per tonne, bringing the
overall amount charged per tonne of carbon dioxide
emitted to €48.50. This measure is estimated to raise an
additional €114 million in 2023 and €151 million in 2024.
This additional revenue will be invested in energy
efficiency related upgrades, social protection schemes and
measures to incentivise farming in a more environmentally
friendly way.

Furthermore, the current excise reduction of 21 cent per
litre in respect of petrol, 16 cent per litre in respect of
diesel and 5.4 cent per litre in respect of Marked Gas Oil
(MGO), in addition to the 9% VAT rate for electricity and
gas, will all be extended until 28 February 2023. These
measure all in effect counteract the purposes of the
carbon tax increases.

Who will be affected?
The increase of Carbon tax on fuel will add 2 cent per
litre of petrol and diesel (VAT Exclusive). The reduction
of National Oil Reserves Agency (NORA) levy, which is
collected at a rate of 2 cent per litre (VAT exclusive), will
result in an offset and the price at the pump will not go up
as a result of taxes or levies.
The excise reduction in respect of petrol, of diesel and
Marked Gas Oil, and the 9% VAT rate for electricity and gas,
will provide a relief for both consumers and businesses.
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When? What to do now?
The Carbon tax increase on petrol and diesel will apply
from 12 October 2022 for diesel and petrol and from 1
May 2023 for all other fuels (coal, briquettes etc.) to allow
for the winter heating season.
The excise reductions noted above will remain in place
until 28 February 2023.

Sustainability

Our view
The government is keen to tackle climate change,
aiming to achieve net zero emissions by 2050.
However, due to recent international events
and the consequential significant rise of the
energy and fuel prices, the Irish Government has
decided to intervene with temporary measures
to mitigate short-term energy pressures whilst
not addressing the creation of a sustainable
and reliable indigenous energy industry. These
contingent measures, although necessary from
an economical perspective, will result in increased
energy consumption and potentially a delay on
the timeline of the above climate goals.

Much was anticipated of Budget 2023 given
the keen focus of all citizens on climate change,
however, the government has overlooked the
lack of investment in renewable energies in
Ireland, and the introduction of measures to
stimulate the market to focus on climate change
in a meaningful way, for short term measures.
Further incentivisation regimes are needed in the
renewable and energy storage spaces to ensure
that Ireland, in the longer term, fulfils its potential
as a net energy exporter and enables us to avoid
being so heavily influenced by external factors in
the future.
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Cathal Noone
Partner, Tax & Legal
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Ireland Inc. and Foreign Direct Investment

Key measures
We are just shy of one year since Ireland signed up to
the OECD global tax reform agreement. The result of the
OECD Pillar 2 proposals is that, once implemented, the
minimum effective rate of corporation tax for companies
that are part of groups with revenues of €750m and
above will increase to 15%. As negotiations regarding
the implementation of such proposals continue at both
an OECD and EU level, it is no surprise that the Minister
referenced Ireland’s ongoing engagement as part of the
international tax reform discussions in his speech. The
Minister’s reference to a preference for coordinated,
multi-lateral action suggests that Ireland will not take
action in advance of an agreed EU Directive. Whilst these
developments continue, this demonstrates Ireland’s
continued commitment to the international tax reform
while it also offerings certainty for companies into the
future.

The Minister also reaffirmed the commitment to the 12.5%
rate of corporation tax for relevant businesses and this
certainly is welcome.
Given the pace of international tax reform it is vital
that other areas of the tax system and economy must
beare adequately served to ensure that Ireland remains
a competitive location in which to invest and grow
businesses and the Minister acknowledged this in his
speech.
With that in mind, the Minister provided for amendments
to the payable element of the Research & Development
(“R&D”) tax credit, to ensure it aligns with the new
international definitions of refundable tax credits and
this amendment is welcome. We expect that such
amendments will ensure that US multi-nationals (MNCs)
s will continue to be able to benefit from these credits
despite changes to the US foreign tax credit regulations
and to ensure that the R&D tax credit regime is neutral
from a Pillar 2 perspective.
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The Minister also announced an extension of the end
date for the Knowledge Development Box (KDB) regime
by 4 years regime. The KDB which gives an effective rate
of tax of 6.25% for companies engaging in innovation
and qualifying R&D activities. Albeit there has been a
low uptake of the regime since its introduction, it does
encourage the development of the knowledge economy
in Ireland. Based on current proposals, the attractiveness
of the existing KDB regime will be eroded as a result of the
proposed Pillar 2 rules, with no specific carve out in the
EU Directive on Pillar Two for patent boxes. Accordingly,
we also welcome the announcement that the effective
rate of the KDB will increase to 10% that will come into
effect from a date to be set by commencement order. The
policy document released by the Department of Finance
today notes that the commencement of this rate will be
determined by reference to international progress on
implementation of the Pillar 2 Subject to Tax Rule, with the
expectation that this will occur at some point during 2023.

Ireland Inc. and Foreign Direct Investment

The film corporation tax credit will be extended beyond
the current end date of 2024 to the end of 2028. It was
acknowledged that this is in recognition of the long
production cycle for audio-visual productions.

The Minister referenced that in the coming months serious
consideration will be given to the options available for
Ireland to move towards a territorial corporation tax
system.

In Budget 2021, the Minister announced the introduction
of a tax credit for the digital gaming sector. The relief
will take the form of a refundable corporation tax credit
for expenditure incurred on the design, production
and testing of games. The relief will be available at a
rate of 32% on up to €25m per project and is subject to
commencement orders. There was no update today in
terms of when this credit may commence.

Finally, we welcome the Minister’s reference to the
extension of the Special Assignee Relief Programme to
2025 given that supplementing the talent that Ireland
offers with secondees from abroad has been a common
model for Foreign Direct Investment (“FDI”).

The Minister did however announce that he has tasked
his officials to explore the opportunities for Ireland in the
‘unscripted production sector’ to encourage investment
and employment in this sector. We await further details as
this develops.

Who will be affected?
A wide number of companies will be positively impacted
by the measures introduced as part of the Budget 2023
– from SMEs to large multi-national groups that can claim
reliefs such as the R&D tax credit and KDB regime.
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When? What to do now?
Similar to last year, there is an element of “watch
this space” particularly around the international tax
reform measures and how this will impact on our Irish
corporation tax code. Critical technical discussions will
need to continue over the coming months in line with
the framework of the political agreement and we expect
further consultation with the Department of Finance on
Ireland’s transposition of the rules. Consideration should
however continue to be given to the existing transitional
arrangements that are currently live for intragroup asset
transfers that occur post 30 November 2021.
For the changes announced today however, businesses
should consider the impact of same and we also await the
additional detail once Finance Bill 2022 is published.

Ireland Inc. and Foreign Direct Investment

Our view
It is no surprise that Budget 2023, being a cost
of living budget, is reflective of the challenging
atmosphere that we are currently operating in
as a result of factors including risks to European
energy supplies, capacity constraints and
inflationary pressures not seen for decades.
In light of the challenges, the ongoing
international tax developments and the potential
impact of such developments for Ireland, it is
vital that active steps are taken to ensure Ireland
will continue to be regarded as an attractive
location for FDI, both in terms of tax and non-tax
matters. Budget 2023 contains many measures
for the improvement of many non-tax FDI
competitive factors including housing, education,
infrastructure and this is welcome.

In terms of tax matters, the extension of the end
date for KDB and changes to the R&D tax credit
regime are welcome. However, given the ongoing
international proposals, it will be important
that we continue to assess such proposals
and make the necessary changes required to
ensure we remain a competitive location for
FDI. For example, reference to consideration of
changes to our worldwide system of taxation
are welcome and we encourage the Minister
and his Department to continue to engage with
stakeholders as these developments progress to
ensure Ireland remains an attractive location for
investment.
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Global Investment and
Innovation Incentives (Gi3)
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Global Investment and Innovation Incentives (Gi3)

Key measures
A considerable focus of Budget 2023 has been on
attempting to address the increasing cost of energy.
Significant supports have been announced to support
businesses in meeting spiralling energy costs. The Ukraine
Emergency Response Scheme, is a €200 million scheme
which is focused on supporting larger, exporting and
manufacturing companies. The Temporary Business
Energy Support Scheme (TBESS) is focused on Small and
Medium Enterprises. This will be administered by Revenue
and will cover 40% of the increase in electricity or gas bills,
up to €10,000 per month with an annual cap.
In relation to innovation incentives, the budget announced
amendments to the payable element of the R&D tax credit,
to ensure it is considered a “qualifying refundable tax
credit” under BEPS pillar two rules. A company will have an
option to call for payment of their eligible R&D tax credit
or to request for it to be offset against other tax liabilities,
and existing caps on the payable element of the credit are
being removed.

It was also announced that the Knowledge Development
Box (KDB) will be extended for another 4 years. Changes
to the effective rate of the KDB were announced in
anticipation of STTR as part of OECD Pillar two. The new
effective rate of the KDB is 10% resulting in a 2.5% tax
saving for qualifying IP assets.

Who will be affected?
The new energy grants and incentives announced will help
companies most at risk meet their rising energy costs.
Science, technology, engineering and innovative
companies will appreciate the proactive protective
measures to secure core incentives, R&D tax credits and
the KDB, in light of global tax reforms.
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When? What to do now?
TBESS is a self-assessed scheme administered by the
Revenue Commissioners. Businesses will be required
to register for the scheme and to make claims within
the required time limits. The scheme will operate by
comparing the average unit price for the relevant
bill period in 2022 with the average unit price in the
corresponding reference period in 2021. If the increase
in average unit price is more than 50 per cent then the
threshold would be passed and the business would be
eligible for support under the scheme. Once eligibility
criteria are met, the support will be calculated on the
basis of 40 per cent of the amount of the increase in the
bill amount. A monthly cap of €10,000 per trade will apply
and an overall cap will apply on the total amount which
a business can claim. Eligible companies for the €200
million Ukraine Emergency Response Schememust be in
the manufacturing and/or internationally traded services
sectors. Specific details of how to apply for the funding are
yet to be announced.

Global Investment and Innovation Incentives (Gi3)

Our view
The introduction of TBESS and the Ukraine
Emergency Response Schemewill provide
substantial support to help offset the increased
cost of energy and will be welcomed by eligible
companies. It would appear that a cohort of large
companies may be unable to benefit from the
large company scheme, due to the requirement
for “manufacturing and/or exporting”, further
clarification is required to this point.
There is a growing need to reduce energy
consumption and for many companies to invest in
more sustainable technologies. Further incentives
and tax credits supporting actions to achieve
reductions in energy demand and to transition
away from carbon-based energy sources would
be welcomed.
The focus of the budget was clearly on tackling
rising energy costs, the budget failed to announce
meaningful enhancements of innovation
incentives. While the extension of the KDB is

welcomed, pre-emptive measures to ensure
compliance with BEPS Pillar Two requirements
mean that its attractiveness and the scope for
companies to benefit from the incentive have
been further reduced. Similarly, the amendments
to the treatment of the payable element of
R&D tax credits will enable it to align with new
international definitions. However, little was
announced to encourage increased investment
in R&D and generate highly skilled and valuable
jobs.
A range of incentives are required to address
the growing challenges faced by Ireland, be they
macroeconomic, geopolitical or environmental.
Ireland must continue to be seen as a competitive
location for investment and as a leader in the
areas of sustainability and innovation. Tax
incentives and grants play an important role
in encouraging such strategic investment.
Developing and enhancing grant and tax incentive
offerings must be prioritised.
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Indirect Tax

Key measures
The main VAT change in the Budget is an extension until 28
February 2023 of the 9% VAT rate that applies to gas and
electricity. The rate was due to revert to 13.5% on the 1
November 2022.
Effective from January 2023 0% VAT will apply to
newspapers and defibrillators down from 9% and
23% respectively. Hormone replacement and nicotine
replacement therapies as well as small number of period
products will also become liable to VAT at 0%.
The Minister also confirmed that the 9% VAT rate for
the hospitality sector will not be extended beyond
the scheduled date of 28 February 2023 which will be
disappointing for the sector.

Moving to excise duty, the current reduction of 21 cents a
litre on petrol, 16c a litre on diesel and 5.4 cents a litre on
marked gas oil will be extended until 28 February 2023.
There will be no increase in the price of petrol or diesel at
the pumps due the increase in carbon tax which comes
into effect on 12 October as the cost will be offset by a
reduction in a levy on the National Oil Reserves Agency
levy which will mean that there will be no increase in the
price of the fuel on the forecourt.
Similar to last year’s budget excise duty on cigarettes will
increase by 50 cents per pack of 20 cigarettes and pro-rata
changes on other tobacco products. In contrast excise
duty for small producers of cider and pear cider/ Perry will
be reduced by 50 per cent.
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Who will be affected?
The main beneficiaries of the budget will be consumers
particularly due to the extension of the 9% VAT rate
on electricity and gas until the end of February 2023
which will cover the winter months when demand is
at its highest. The reduction in the zero rate of VAT
on newspapers, hormone replacement and nicotine
replacement therapies and certain period products should
also benefit consumers.
The fact that the increase in the carbon tax effective from
12 October will not translate into an increase in cost of
fuel at the pumps should benefit all motorists as will the
extension of the reduction in excise duty on petrol and
diesel until February 2023.

Indirect Tax

Our view
We welcome the benefits for motorists and the
extension of the 9% VAT rate on electricity and
gas, that will benefit the public as energy costs
continue to rise.
The Minster stated that the 0% rate on
newspapers and defibrillators would apply from
1 January 2023 however, he has not specified the
date that the 0% will apply to the sale of hormone
replacement and nicotine replacement therapies,
and certain period products.
So that consumers can benefit as soon as
possible from the reduction in the VAT rate to
0% we would call on the Minster to apply the
reduction on all of the products effective from 1
November 2022.
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Global Mobility & Employment

Key measures
From an income and employment tax perspective there
were a number of key measures:
• There will be an increase in the standard rate income
tax bands of €3,200 bringing the point at which a single
person pays the top rate of tax up to €40,000 per
annum.
• The Universal Social Charge is to be amended so that
the ceiling for the second-rate band will increase from
€21,295 to €22,920.
• There will be an increase of €75 per annum in the
personal tax credit, the employee tax credit, and the
earned income tax credit. There is also an increase of
€100 per annum in the home carers tax credit.
• The Minister announced an additional tax credit of €500
per annum for renters for 2023 and future years. He
stated he is providing that this credit may also be claimed
in respect of rent paid in 2022.

• The Special Assignee Relief Programme (SARP) is to be
extended to the end of 2025. The threshold income to
avail of the scheme is being increased from €75,000 to
€100,000 for new entrants. The Minister has outlined
that existing SARP claimants are not affected by the
change.
• The Key Employee Engagement Programme (KEEP)
is to be extended to the end of 2025 and some key
2019 provisions are to commence following European
Commission approval. KEEP is also being modified to
provide for the buy-back of KEEP shares by the company
from the relevant employee. The lifetime company limit
for KEEP shares is being raised from €3 million to €6
million.
• The annual limit provided in respect of the small benefit
exemption is to increase from €500 to €1,000 and
two vouchers/non-cash awards may be granted by an
employer in a single year under this exemption. These
changes are proposed to apply for 2022.
• Foreign Earnings Deduction (FED) is extended to the end
of 2025.
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Our view
In light of the cost-of-living pressures, it was well
flagged that Budget 2023 would include some tax
giveaways. The increase in the standard rate tax
bands is relatively substantial in a budget context
and reduces the tax burden for a single individual
earning over €40,000 by €640 per year. However,
as our marginal rate remains at 52%, Irish
employees still have one of the highest personal
tax burdens in the OECD.
The reintroduction of a rent credit will be
welcomed by those renting at a time of inflation.
One of the key challenges for Ireland in attracting
talent is the lack of availability of housing. While
the rent credit will be welcomed by those paying
rent it will not impact on the availability of
rental property. For tax equalised employees on
assignment to Ireland, the rent credit will reduce
the employer cost albeit by a relatively small
amount.

SARP is a valuable relief that encourages skilled
individuals to relocate to Ireland by providing
an income tax exemption for earnings in excess
of €75,000 up to a cap of €1m. This relief is
currently available to individuals who arrive
in Ireland up to 31 December 2022 where the
relevant conditions are satisfied. The extension
of the relief to the end of 2025 is a welcome
development for many multi-nationals although
the increase in the qualifying income level to
€100,000 for new entrants will make this relief
even more restrictive. In our view, the current
relief is insufficient and too restrictive. Therefore,
the change announced by the Minister is
disappointing.
The aim of the KEEP is to help smaller firms
who cannot compete with larger firms in cash
remuneration terms to attract and retain talent
in a challenging labour market. However, KEEP
in its current design has ultimately failed to
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provide SMEs with an easy to implement and
cost-effective way to offer shares to employees.
The announcement of the extension to the end of
2025 and the expected commencement of 2019
changes with the additional amendments will
therefore be a welcome development for many
companies.
Currently, companies are facing challenges
of cost increases coupled with a constrained
labour market and these businesses need to
consider alternatives to cash remuneration.
The introduction of KEEP was heralded as a
mechanism to help SMEs retain and reward staff,
but the current KEEP legislation has presented a
number of difficulties in operating the scheme
effectively which has put SMEs on the back foot in
terms of competing in the labour market.

Global Mobility & Employment

The provision for the buy-back of KEEP shares by
the company is a very welcome change. However,
some challenges may remain in relation to KEEP
such as the definition of a holding company for
KEEP and the lack of a safe harbour or Revenue
guidance regarding the valuation of shares.
The Small Benefit Exemption allows an employer
to provide limited non-cash benefits or rewards
to their workers without the payment of income
tax, PRSI and USC. It is welcome that this
exemption is being increased by €500, that an
employer can award two vouchers/non-cash
awards and that the changes are to apply for
this year. Many employers, who will already have
awarded one tax-free award to employees during
2022, will now be able to make a second tax-free
award prior to Christmas 2022.

The summary of tax policy changes states that
Revenue will conduct a range of targeted projects
which will include PAYE compliance interventions
involving a further focus on share schemes.
Employers and employees will need to ensure
compliance with their tax obligations generally
but particularly in relation to share schemes.
The Minister outlined that analysis of the Tax
Strategy Group (TSG) report in relation to a
third tax rate is required and this will commence
immediately. In addition, he referenced the
development of a medium-term roadmap for
personal tax reform taking account of the recent
Report of the Commission on Taxation and
Welfare. Overall, it seems likely there will be
changes over the coming budgets.
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Financial Services

Key measures
What a difference a year makes! Budget 2022 was
delievered as the country emerged from a global
pandemic and against a backdrop of moving to recovery
and “striving for the best”. However, Budget 2023 is
delivered earlier and underpinned by the cost-of-living
crisis.
As a consequence, there have been no meaningful
changes in the Budget announcement today which
fundamentally impact the financial services sector. Similar
to the Budgets of 2021 and 2022, it broadly remains
“business as usual” for the financial services sector with
today’s announcements on Budget 2023.
Similar to action taken last year, the Banking Levy which
was due to expire at the end of 2022 has been extended
again for another year and a review of the future
application of the Banking Levy will be undertaken.

In addition to the review on the Banking Levy, the
government also announced that reviews will commence
on the use of the Section 110 (Securitisation) regime
and a working group would be established to consider
the taxation of funds, life assurance policies and other
investment products. Furthermore, a review will also be
undertaken of the REIT and IREF regimes to consider how
these structures can support housing policy objectives.
Budget 2023 has also extended the Key Employee
Engagement Program (“KEEP”) until the end of 2025 and
Special Assignee Relief Programme (“SARP”) until 2025
which assist in attracting and retaining key talent in Ireland.
Some enhancements are expected to KEEP in Finance Bill
2022 and the qualifying income of SARP will be increased
to €100,000.
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Who will be affected?
There are some developments which merit attention and action
by the financial services industry.
In particular, the Government reiterated its commitment to the
OECD inclusive framework agreement on Pillar One and Pillar
Two. This also comes at a time when the chairman of an EU tax
subcommittee was also looking for a renewed assurance that
Ireland is still committed to a minimum corporate tax rate of
15%. This will impact those in the financial services industry
with turnover of more than €750 million. In addition to the
work required to give effect to the minimum corporate tax rate
under Pillar 2, the Department of Finance will also give further
consideration to a move towards a territorial corporation tax
system.

Financial Services

When? What to do now?
With the publication of technical papers and guidance
on Pillar 2 from the OECD earlier this year and draft EU
directive and model rules, it is important that financial
services groups with turnover of more than €750million
start to undertake modelling and impact analysis in
respect of the increased corporation tax rate and
reporting of current and deferred tax.
As the Department of Finance starts to commence reviews
on the Securitisation, REIT and IREF regimes and establish
working groups on the taxation of funds, life assurance
and investment products, it will be important that the
financial services industry carefully considers the scope
of these reviews and terms of reference of the working
groups so that the voice of the financial services industry
is heard during these deliberations. Engagement with
industry groups and professional bodies will be important
in that regard.

In addition to the above, a reminder that the impact
of last year’s Budget 2022 and Finance Act 2021 are
continuing to have implications for FY2022 for some in
the financial services sector with the introduction of the
Interest Limitation Rules (“ILR”) late last year. While many
companies in the financial services sector may not be
required to submit their FY2022 corporate tax returns
until later in 2023, it is important that due care and
consideration is given to these rules sooner rather than
later. The rules introduced last year may have a material
impact on the effective tax rate of a company and have
cash tax implications. Where applicable, the calculation of
any restriction on tax relief as a result of the ILR may be
time intensive and complex and in-house Finance and Tax
functions are strongly encouraged to examine in detail the
application of the provisions to your own circumstances
as early as possible to identify the potential impact
on the corporation tax liability for accounting periods
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commencing on or after 1 January 2022. Furthermore, the ILR
introduces new concepts and definitions which may mean that
supplementary financial accounts analysis will be required
which, for the initial periods at least, may require significant
manual intervention. To minimise recurring compliance work,
it is recommended that an early stage mapping of financial
accounting and tax rules be undertaken so that the impact of the
rules is known as early as possible.

Financial Services

Our view
It is understandable that the focus and priority
of today’s Budget announcements were centred
on the cost-of-living. However, it was a missed
opportunity to fuel the “Ireland for Finance”
strategy for the development of Irelands financial
services sector and enhance the role that the
Financial Services and FinTech sector could play
in the attractiveness of Ireland as a location for
Sustainable Finance, FinTech and Digital Finance.
The recommitment to a minimum corporate tax
rate (under Pillar Two) will continue to provide
the financial services industry with stability and
clarity on Ireland’s position in the advancement of
Pillar Two. It will also reiterates Ireland’s existing
position on Pillar Two and provides clarity on the
matter to other EU and OECD countries.

It is important that there is proactive engagement
by the financial services industry with the
Government and Department of Finance on
the reviews to be undertaken in respect of the
Securitisation, REIT and IREF regimes and the
taxation of funds, life assurance policies and
other investment products. In addition to these
developments, certain companies in the financial
services industry may need to start considering
the implications of a potential move to a territorial
corporation tax systems.
In line with prior years, the release of Finance Bill
2022 in the coming days should also be closely
monitored for any legislative changes that may
not have been announced today but may impact
the financial services sector.
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Transfer Pricing

There were no specific transfer pricing related measures
in Budget 2023, although other tax developments
(including Ireland’s commitment to the two-pillar solution
and ongoing active engagement with the OECD) will have
overarching effects in the transfer pricing landscape in the
years to come.
Transfer pricing remains a key focus area for taxpayers,
given the increased compliance burden introduced
for 2020 onwards as well as the significant increase in
transfer pricing audit activity in Ireland. Groups should
continue to closely monitor developments and ensure
their compliance with the updated transfer pricing rules in
Ireland.
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