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Budget 2022 – Tax Highlights 12 October 2021

Business Taxes

• In relation to Ireland's agreement to join the OECD Inclusive Framework on a new tax framework to address the tax challenges of 
digitalisation, it was noted that the agreement is balanced, represents a fair compromise and is in Ireland's interests.  When it comes into 
effect Ireland will apply the new minimum effective corporation tax rate of 15% and will continue to apply the 12.5% corporation tax rate 
for companies which have revenues of less than €750 million.

• Ireland will complete its transposition of the EU Anti-Tax Avoidance Directives (ATAD) in Finance Bill 2021 through the introduction of an 
interest limitation rule (ILR) and anti-reverse-hybrid rules.  Both measures are being introduced following a series of public consultations.  

• According to documents published today, the ILR will introduce a limit on deductible interest expenses of 30% of EBITDA for companies 
within scope of the measure, for accounting periods commencing on or after 1 January 2022.  Disallowed interest may be carried 
forward and deducted in future years if the company has sufficient interest capacity.  The €3 million de minimis under ATAD is to be 
introduced as well as exemptions for standalone entities, legacy debt the terms of which were agreed before 17 June 2016, and certain 
long-term infrastructure projects.  Reference is also made to the ability of companies to operate the restriction on a single entity or 
local group basis, and for certain group reliefs to apply where the Irish taxpayer is part of a consolidated worldwide group for accounting 
purposes.  No reference is made to the optional exemption for financial undertakings contained in ATAD. 

• The new anti-reverse-hybrid rules will bring certain tax transparent entities (such as partnerships) within the scope of Irish tax where the 
entity is 50% or more owned / controlled by entities resident in a jurisdiction that regard it as tax opaque and, as a result of this hybridity,  
double non-taxation occurs.  In such cases, the profits of the Irish entity which would otherwise have been untaxed due to hybridity will be 
brought within the charge to Irish tax.  

• A new tax credit for digital gaming, which was announced in principle in last year's budget, is to be introduced subject to a commencement 
order.  The relief will take the form of a refundable corporation tax credit available to digital games development companies for qualifying 
expenditure incurred on the design, production and testing of a digital game. 

Enterprise/SMEs
• The Employment and Investment Incentive Scheme (EII), which provides income tax relief on investments made into qualifying early 

stage and high potential start-up companies, is being extended to the end of 2024 and the scheme is being opened to a wider range of 
investment funds to make the scheme more attractive to investors.

• The existing corporation tax relief for certain start-up companies is to be extended beyond 31 December 2021 to qualifying trades 
commenced up to 31 December 2026 and will be available for the first five years of trading.

"We will remain an attractive location for investment and we will continue 
to play to our strengths" 
The Minister for Finance, Paschal Donohoe, and the Minister for Public Expenditure and Reform, Michael McGrath, announced a budget which, 
for the second year running, unsurprisingly focused on public expenditure in the areas of housing, health, childcare, climate action and supports 
for sectors impacted by Covid-19.  A number of tax measures of interest to the international business sector were also announced which we 
summarise below.

Key highlights include: 
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Personal Taxes / e-Working 
• The income tax standard rate band will be increased by €1,500 for all income tax payers. The personal tax credit, PAYE employee tax credit 

and earned income credit will each increase by €50. 

• In line with the recent Government commitment to facilitate e-Working, an income tax deduction corresponding to 30% of the vouched 
cost of heat, electricity and broadband expenses will be introduced in Finance Bill 2021. 

• No changes were announced with respect to Capital Gains Tax or Capital Acquisitions Tax.

Climate and Environmental Measures
• Further carbon tax increases are proposed, as are changes to Accelerated Capital Allowances schemes for energy efficient equipment.  

Vehicle Registration Tax rates will be increased from 1 January 2022.  To continue to incentivise the purchase of battery electric vehicles 
(EVs), grants available for the purchase of EVs will be extended to the end of 2023, while the existing BIK exemption for EVs will be extended 
on a tapering basis to 2025. 

Real Estate
• A Zoned Land Tax at an initial rate of 3% of the market value of the land is to be introduced to encourage the use of land for building homes 

and will replace the vacant site levy.  The tax will apply to land which is zoned suitable for residential development and is serviced, but has 
not been developed for housing.  The tax is to be introduced on a phased basis with a two-year lead in time for land zoned before January 
2022, and a three-year lead in time for land zoned after January 2022.  

• The Help to Buy scheme which provides first-time property buyers with a refund of income tax and deposit interest retention tax (DIRT) is 
being extended to the end of 2022 and a full review of the scheme will be carried out next year.

• A rental income tax deduction for certain pre-letting expenditure incurred on a residential premises will be extended to the end of 2024.

• No new stamp duty measures have been announced for residential or commercial real estate transactions.

VAT
• The VAT rate of 9% for the hospitality sector (reduced from 13.5%) will remain in place until the end of August 2022.

What's Next?
Further detail on the measures announced in Budget 2022 will be contained in Finance Bill 2021, to be published on 21 October 2021.  
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