BUDGET 2010

The following are the principal items of note relevant to the property industry in Budget 2010:
Property Tax

The Government is to introduce a new Property Tax.  

In his speech, the Minister for Finance said the Renewed Programme for Government accepted the recommendations of the Commission on Taxation on the need for a property tax. 

“Considerable ground work will need to be done before a Site Valuation Tax can be introduced,” he said. “Work will shortly begin on the registration of ownership and the valuation of land.”
Mortgages
The Minister for Finance has asked the Financial Regulator to examine the extension of the six month moratorium on legal proceedings already in the Code of Conduct on mortgage arrears to twelve months for all lenders. 

As a support to homeowners who now find themselves in negative equity the Minister is providing that where entitlement to the relief would expire in 2010 or after, they will now continue to receive it up to the end of 2017.

To encourage those who want to buy a house over the next three years he is also providing that:

· qualifying loans taken out before 1 July 2011 will continue to get relief at current levels for seven years, and

· transitional arrangements will apply to loans taken out in the subsequent 18 months at a reduced level and duration. 

It is the Minister’s intention to abolish mortgage interest relief entirely by the end of 2017. Full details will be set out in the Finance Bill.

Income Tax
Restriction of Reliefs or Horizontal Measure
The restriction of reliefs measure is being amended for 2010 and subsequent tax years in order to achieve an effective rate of income tax of 30% for those subject to the full restriction. The entry level threshold for the restriction will now occur at adjusted income levels of €125,000 and the full restriction will apply at €400,000.
Capital Allowances
Extension of the existing capital allowances scheme for energy efficient equipment purchased by companies from seven categories of eligible equipment to ten.

Corporation Tax
Extension of the existing scheme providing a three year exemption from tax on the income and gains of new start-up companies to include companies who commence trading in 2010. This measure will cost approximately €15m over a three year period.

Relief from Income Levy for certain Farm expenditure
Relief from the income levy will be allowed in respect of certain expenditure incurred by farmers to comply with the requirements of the EU Nitrates Directive 91/676/EEC. This measure will cost approximately €6m over a three year period and will cost €1.8m in 2010.

Vehicle Registration Tax (VRT)
The following package of measures will be introduced:
• Car Scrappage Scheme
• Extension of VRT exemption for Electric Vehicles
• Extension of VRT relief scheme for Plug-in Hybrid Electric Vehicles

A car scrappage scheme is being introduced with effect from 1 January 2010, to run until 31 December 2010. VRT relief of up to €1,500 will be provided where a car of 10 years or older is scrapped in accordance with certain criteria and a new car of emissions bands A or B (i.e. with CO2 emissions of 140g/km or less) is purchased. Further details on the scrappage scheme are set out at Annex F which is available on www.budget.gov.ie.

The existing VRT exemption for series production electric vehicles and the VRT relief of up to €2,500 for series production plug-in hybrid electric vehicles (both of which are due to expire on 31 December 2010) are being extended for two years until 31 December 2012.

Carbon Tax

A carbon tax at a rate of €15 per tonne is being introduced on fossil fuels. The tax will apply to petrol and auto-diesel with effect from midnight, 9 December 2009; and from 1 May 2010 to Kerosene, Marked Gas Oil, Liquid Petroleum Gas (LPG), Fuel Oil and Natural Gas. The application of the tax to coal and commercial peat is subject to a Commencement Order. Exemption from the tax will apply only to participants in the EU Emissions Trading Scheme (ETS) in respect of fuels so covered. Further information on the carbon tax is set out at Annex E which is available on www.budget.gov.ie.

Value Added Tax
Reduction in standard VAT rate from 21.5 per cent to 21 per cent.
The standard rate of VAT will be reduced from 21.5 to 21 per cent with effect from 1 January 2010. This decrease will apply to all goods and services which are currently subject to VAT at 21.5 per cent.

Professional fees

The Government intends to apply further reductions in fees paid by State bodies in respect of professional services, in line with the provisions of the relevant legislation, with a view to generating Exchequer savings of at least €56 million in 2010. Savings will also arise from general reductions in grants and grants-in-aid paid out across Departments.

Credit Review System on Business Lending

Small and Medium Enterprises (SMEs), farm enterprises and sole traders are being given a right of appeal where an application for credit is refused by a participating bank, after the bank’s own internal process has been finalised. Where it is recommended that credit should be granted, the participating institution which refused credit must comply or provide a written explanation.

Where a decision on an application is not given by the participating institution within a reasonable period of 15 working days, or where the terms or conditions attached to a credit facility or its price are excessively onerous, this will be regarded as constructive refusal and creates a right to appeal. A fee will be charged for each appeal, which will be refunded by the bank if successful.

Mr John Trethowan has been asked to oversee the establishment of this credit review system with initial administrative support from Enterprise Ireland.

There will be a regular analysis of appeals and their outcomes in respect of each participating institution, which will be published, but commercial confidentiality of customers will be maintained.

In addition to reviewing individual business decisions, the credit review system will also entail review of the credit policies and practices of the banks, in relation to all SME sectors, paying particular attention to sectors, such as the retail sector, including car dealerships, tourism, and agriculture, where particular stresses have been reported. Mr. Trethowan and his team will review the credit policies of the Banks, including the sectoral availability of credit and to report to the Minister for Finance. This will enable him to decide what further action might be necessary in this area.

