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Supplementary Budget 2009

The Supplementary Budget for 2009 was introduced on 7 April 2009. It dealt mainly with increasing taxation but changes were also announced in social welfare payments as well as plans for further changes. Here we describe the main changes that were announced. The Social Welfare and Pensions Act 2009, which provides the legislative backing for the social welfare changes and the changes to the health levy and the public service pension levy, has been passed. That Act also provides for changes in the regulation of pensions and these and other aspects of pensions will be covered in next month’s Relate. The Finance Bill 2009, which provides the legislative basis for the tax changes, has been published but has not yet been discussed in the Oireachtas. 

Social welfare

The main changes in social welfare are in the area of benefits for young unemployed people, changes in Rent Supplement, further provisions for the education and training of jobseekers, abolition of the Early Childcare Supplement, abolition of the Christmas bonus and changes in PRSI. Indications were given of further possible changes in 2010.
Jobseeker’s Allowance

The rate of Jobseeker’s Allowance (JA) is being reduced for people aged 18 and 19 who do not have qualified children. This applies if you are a new claimant for JA after 29 April 2009. If you were receiving JA before that date, you will continue to receive the same amount as before, provided that you continue to meet the means and other conditions.
The current maximum personal rate of JA is €204.30 a week. In general, this is being reduced to €100 for new claimants who are aged 18 or 19. You will not be affected by this if:
• You are taking part in a full-time Youthreach course for young early school leavers or a full-time course in a Senior Traveller Training Centre

• You qualify for the Back to Education Allowance (BTEA) for full-time second level education or a Post-Leaving Certificate course
• You participate in a full-time FÁS training course
• You have a qualifying child or children
• You have just exhausted your entitlement to Jobseeker’s Benefit and moved onto JA

• You transfer from Disability Allowance to JA

• You were being paid the higher rate, you get a job and then become eligible for JA again within 12 months
• You were in the care of the Health Service Executive at any time in the twelve month period before you reached the age of 18; this applies to care arrangements which are ordered by the courts and to voluntary care arrangements and includes foster care.
If you are aged under 20 and qualify for an Increase for a Qualified Adult, that is also being reduced to €100 a week.  However, it is not reduced if you also have qualifying children.
Supplementary Welfare Allowance

The rate of weekly Supplementary Welfare Allowance (SWA) payable to people aged 18 or 19 is being reduced in the same way as Jobseeker’s Allowance.
Jobseeker’s Benefit/Allowance

You may qualify for Jobseeker’s Benefit or Allowance if you meet certain conditions. These are outlined in the September 2008 issue of Relate. This Social Welfare and Pensions Act 2009 proposes a new condition. This means that you must participate, or agree to participate if requested to do so by the Department of Social and Family Affairs, in a course of education, training or development which is considered appropriate by the Department having regard to your training and education needs and your personal circumstances. 
Information required of claimants

The Act provides for regulations to be made setting out the information which claimants for benefit must provide. This refers to information which would help the Department of Social and Family Affairs or the Health Service Executive (HSE) to make a decision on whether or not a person is entitled to a benefit or to assess the training, education or development needs of the person applying. 
Back to Work schemes

The Back to Work Allowance for people taking up employment is being abolished. It is no longer available to new applicants from 1 May 2009. Existing recipients will continue to receive the allowance until their entitlement runs out.
Changes are being made to the Back to Work Enterprise Allowance (BTWEA) which is for people who become selfemployed. The changes mean that the scheme may be accessed sooner, the duration of the scheme is shortened and a new short-term BTWEA is being introduced. 
At present, you may become eligible for the BTWEA if you have been receiving certain payments, including jobseeker’s payments, for two years. This is being changed so that:
• In general, you may access the scheme if you have been receiving a relevant social welfare payment for at least a year provided you have an underlying entitlement to Jobseeker’s Allowance; the allowance will then be paid for two years instead of four.
• If you are entitled to Jobseeker’s Benefit and either have 104 PRSI contributions paid in the past two years or qualify for statutory redundancy, you may get immediate access to a shorter BTWEA called Short-term Enterprise Allowance. You may then benefit from the scheme for the same period as you would have received Jobseeker’s Benefit, that is, either 9 months or 12 months. In effect, you get the BTWEA instead of your JB.
• If you have already availed of the scheme and have exhausted your entitlement, you may qualify again after five years.
Work experience scheme

2,000 places on a new six-month work experience scheme will be provided on a cost neutral basis where the State’s payment will be equivalent to social welfare jobseeker’s payments weekly rates. The scheme is for individuals who are unemployed and it will include the placement of graduates.
The details of this scheme will be finalised between the Department of Enterprise, Trade and Employment, and the Department of Social and Family Affairs with a view to early implementation. 
Other supports for unemployed people

The Department of Enterprise, Trade and Employment and the Department of Education and Science are providing extra places on their various schemes for encouraging people back to work and education. Additional places will be provided on, among other things:
• The Community Employment scheme – an extra 400 places
• Training Initiatives Strategies (occupation-specific skills courses)
• Pilot Scheme for Short-Time Workers (this is for people who have been put on short time) and
• Various education schemes, including extra places on Post- Leaving Certificate courses and on part-time third-level courses.
The full details of these arrangements are not yet known.
Back to Education Allowance Scheme

Changes are being made in the Back to Education Allowance Scheme. The main changes mean that unemployed people will be able to access the scheme earlier than was the case.
This means that the rules for accessing this scheme are:
• In general, you must be at least 21 years old and have been receiving a relevant payment, for example, JB or JA, for at least six months in order to avail of the second-level option and 12 months in order to avail of the third-level option. The qualifying period for the third-level option is nine months if this is recommended by a FÁS Employment Services Officer under the National Employment Action Plan. The qualifying period will also be nine months if this is recommended by a Department of Social and Family Affairs Facilitator.
• If you are at least 18 years old and have been out of education for two years or more, you may access the scheme if you have been receiving a qualifying payment for at least three months (down from six months) for the second-level option and nine months for the third-level option when recommended by a Facilitator. 
• If you are awarded a statutory redundancy payment, you may access the scheme as soon as you establish an entitlement to a relevant social welfare payment. 

PRSI

The ceiling for the employee PRSI contribution is being increased from €52,000 to €75,036. The Class A rate of employee PRSI remains the same at 4%. Other aspects of PRSI remain unchanged.
The PRSI structure for most employees is now as follows:

• If you earn less than €352 a week, you pay no PRSI; your employer pays 8.5% and you are covered for benefits in the normal way.
• If you earn more than €352 a week, you pay PRSI on all your income between €127 a week and €1,443 a week (€75,036 a year). Your employer pays 8.5% on income up to €356 a week and 10.75% on all income above that. 
There is no ceiling on employer PRSI.
The increased ceiling for employee PRSI comes into effect on 1 May 2009. The vast majority of employees would not have reached the old ceiling of €52,000 by then. If you have already earned €52,000 between January and May 2009 you will have to pay PRSI on the first €23,036 that you earn after 1 May 2009.
Virtually all employees between the ages of 16 and 66 are covered by PRSI.
The health levy and the income levy are distinct from PRSI. The health levy is deducted from your pay with PRSI and the pay slip usually includes the total deduction under one heading. The income levy must be shown separately on your pay slip.
Self-employed

There is no ceiling on self-employed PRSI. The self-employed pay 3% on all their income with a minimum contribution of €253 a year.
Early Childcare Supplement

The Early Childcare Supplement will be abolished at the end of 2009. It is being reduced from 1 May 2009 to €498 a year (€41.50 a month) from €996 (€83 a month).
This supplement was first introduced in 2006 at a rate of €1,000 a year for all children under the age of six. It was increased to €1,100 a year in 2008. In January 2009, it became payable up to the age of five and a half. In March 2009, it was reduced to €996 a year and was payable only up to the age of five.
Child Benefit

The Minister for Finance in his Budget statement indicated that it is the Government’s intention to either tax or means test Child Benefit from 2010. 
Christmas bonus

The Christmas bonus for long-term social welfare recipients and recipients of similar payments will not be paid in 2009. The bonus was never a statutory payment so no legislation is required.
The Christmas bonus was first introduced in 1985. Since then it has been paid annually. The bonus was an extra week’s payment usually paid in early December. In some years the bonus was 75% of the weekly payment. 
Rent Supplement

The Rent Supplement Scheme was described in detail in the February 2009 issue of Relate. There are currently almost 84,000 people receiving the supplement. The following changes are being made to the scheme.
You may qualify only if

• you have been a tenant for at least six months or

• you have just moved from accommodation for homeless people or

• you have been placed on a local authority waiting list after a full housing assessment or

• you are a tenant of a voluntary housing body or

• you are aged 65 or over or

• you are receiving a disability payment
You must make a minimum contribution of €24 (up from €18) a week. This means that your Rent Supplement is calculated to ensure that, after the payment of your rent, you have an income which is not below the weekly rate of SWA less €24.
The maximum rent limits that will apply to new Rent Supplement payments are being reduced. The reductions will vary depending on the area and the size of the household. These reductions will not apply to existing recipients of Rent Supplement. However, the payments being made to them will be reduced by €6 in order to ensure that they make a minimum contribution of €24 and then by a further 8%. 
Domiciliary Care Allowance

The Domiciliary Care Allowance has been transferred from the HSE to the Department of Social and Family Affairs from 1 April 2009. This was provided for in the Social Welfare and Pensions Act 2008 (see Relate, March 2008).
The Domiciliary Care Allowance was a non-statutory scheme but it is now on a statutory basis. It was means tested but the only means which were taken into account were the means of the child. From 1 April 2009, there is no means test at all.
The allowance is a monthly payment made to the carer (usually the mother) of a child with a severe disability who lives at home.
In order to qualify, your child must have a disability and • Be aged under 16 (at 16 the child can apply for a Disability Allowance)
• Live at home
• Need substantially more constant care and attention than a child of the same age who does not have a disability.
The Social Welfare and Pensions Act 2009 includes a provision which allows for the payment of arrears of up six months where a late claim is made. This has been the practice in the HSE so the Act ensures that it continues. The rules about the payment of arrears in the case of a late claim vary between the different payments and are quite complex. 
Childcare

It is proposed to introduce a new pre-school Early Childhood Care and Education Scheme from January 2010. This will be for children between the ages of 3 years 3 months and 4 years 6 months. Under the scheme, children will get a free playschool place three hours a day, five days a week for 38 weeks. Children who are attending a full or part-time daycare service will be able to get a free session of two hours and 15 minutes a day, five days a week for 50 weeks. The scheme will start in January 2010 but will not be fully in operation until the beginning of the following school year – September 2010. 
In general, children who meet the age requirement on 1 September of each year may avail of the scheme. Exceptions will be allowed where children have special needs or it is necessary to accept children at an older age due to the enrolment policy of the local primary school. 

Services which participate in the scheme will receive capitation of €64.50 a week where children attend for 38 weeks and €48.50 where they attend for 50 weeks. Services will receive payments at the start of each term. Where the child is attending full-day or part-time childcare, the service will be required to reduce the child care fees by the amount of the capitation.
Web: www.omc.gov.ie
Community services

The Budget provided for savings across various areas of the Department of Community, Rural and Gaeltacht Affairs, including supports for the community and voluntary sector and local and community development programmes. 
The Scheme of Community Support for Older People has been suspended. It is intended to complete a review of the scheme by September 2009. The scheme was initially introduced in 1996 in order to contribute to the social supports available for vulnerable older people. The emphasis of the scheme has been on providing funds to local community and voluntary organisations to install personal monitored alarms and items of home security, such as door and window locks. Applications which have already been received will be processed as normal. 

The Gaeltacht Housing Scheme has also been suspended. Applications which have already been made are being processed. The scheme of Once-off Grants for Locally-Based Community Groups has been suspended since February 2009. Again, applications which were received before then are being processed.
www.pobail.ie

Enterprise Stabilisation Fund

An Enterprise Stabilisation Fund is being established in the Department of Enterprise, Trade and Employment to provide support to indigenous companies. The Fund will have a total budget of €100 million over the two years 2009 and 2010.
It will be administered by Enterprise Ireland and approvals will be based on business plans submitted by applicant companies. It will be particularly aimed at small and medium-sized enterprises engaged in exporting. 
www.enterprise-ireland.com

Health levy

The health levy is governed by the Health Contributions Acts. The correct legal term is health contribution, but health levy is now the widely used description. The Social Welfare Bill and Pensions Act includes changes in the levy. The main changes are that the rate of the levy is being doubled and the higher rate applies at a lower level of income. The Act also includes a number of provisions which were previously dealt with by regulations but are now in primary legislation.
From 1 January 2009 to 30 April 2009, the health levy payable is as follows:

• If you earn less than €500 a week, you pay no levy

• If you earn between €500 and €1,925 a week (€100,100 a year), you pay 2% on all your income
• If you earn more than €1,925 a week, you pay 2.5% on the amount above €1,925
If you received a redundancy payment in the period 1 January to 30 April 2009, the January – April rates of health levy apply to any part of it that is taxable. The statutory lump sum itself is not taxable nor is a further amount related to your length of service – see Relate, September 2008 for the taxation of such payments. The health levy is chargeable only on the part that is taxable.
From 1 May 2009 to 31 December 2009, the health levy payable is as follows:
• If you earn less than €500 a week, you pay no levy (€26,000 per year for the self-employed) 
• If you earn between €500 and €1,443 a week (€75,036 a year), you pay 4% on all your income 
• If you earn more than €1,443 a week, you pay 5% on the amount above €1,443
The rate payable by self-employed people for the year 2009 will be:
First €75,036 

3.33%

Next €25,06

4 4%

Rest of income 
4.167%

This is based on the old rates applying for one-third of the year and the new rates applying for two-thirds.
You do not have to pay the health levy if you have a medical card or are over 70, if you are getting One-Parent Family Payment, Deserted Wife’s Benefit/Allowance or the Widow’s/ Widower’s Pension.
The health levy is applied to taxable income so it does not apply to the same range of income as the income levy does. 
The health levy does not apply to pension contributions (or Additional Voluntary Contributions) paid by employees but it does apply to pension contributions paid by the self-employed. The income levy applies to all pension contributions.
The health levy, like PRSI and the income levy, is levied on an individual basis. This means that one spouse could be liable to pay it while the other is not.
Public sector pension levy

The public sector pension levy, which was introduced on 1 March 2009, was described in the April 2009 issue of Relate. Some changes are being made to it. It will not be payable on the first €15,000 of income. It will be charged as follows:
Annual pay 




Pension levy

First €15,000 




no levy

Between €15,000 and €20,000 

5%

Between €20,000 and €60,000 

10%

Above €60,000 



10.5%

These changes are provided for in the Social Welfare and Pensions Act 2009 which amends the Financial Emergency Measures in the Public Interest Act 2009.
Taxation

Income levy

The income levy was introduced in January 2009 and is described in the January 2009 issue of Relate. The rates of the levy are being doubled from 1 May 2009 and the exemption limit is being lowered.
From 1 January 2009 to 30 April 2009, the income levy payable is as follows:
• If you are aged under 65 and earn less than €352 a week (€18,304 a year), you pay no income levy
• If you earn between €352 and €1,925 a week (€100,100 a year), you pay 1% on all your income
• If you earn between €1,925 a week and €4,810 (€250,120 a year), you pay 2% on the amount above €1,925 
• If you earn over €4,810 a week, you pay 3% on the amount above this figure
There are higher exemption limits for people aged 65 or over.

They do not have to pay any income levy if they have an income of €20,000 or less for a single person or €40,000 or less for a married couple.
The exemption limits in all cases apply to income from sources other than social welfare payments. So, for example, if you are a married couple over the age of 65, you are liable to pay the income levy only if you have income of €40,000 above your social welfare pension. 
From 1 May 2009 to 31 December 2009, the income levy payable is as follows:

• If you are aged under 65 and you earn less than €289 a week (€15,028 a year), you pay no income levy 
• If you earn between €289 and €1,443 a week (€75,036 a year), you pay 2% on all your income
• If you earn between €1,443 a week and €3,365 a week (€174,980 a year), you pay 4% on the amount above €1,443
• If you earn over €3,365 a week, you pay 6% on the amount above this figure
The 2009 annual rates of the income levy are as follows:
First €75,036 





1.67%

Income between €75,037 and €100,100 

3%

Income between €100,101 and €174,980 

3.33%

Income between €174,981 and €250,120 

4.67%

Income greater than €250,120


 5%

This is based on the old rates applying for one third of the year and the new rates applying for two thirds. 
The income levy applies to all income except social welfare and similar payments such as social welfare payments from abroad and community employment payments. It applies to gross income from all sources before any tax reliefs, capital allowances, losses or pension contributions. 
Medical card holders are exempt from the levy. 
Some taxation changes, including the changes to the income levy, were brought into effect on the night of the Supplementary Budget by means of a resolution under the Provisional Collection of Taxes Act 1927.
The resolution that was passed in relation to the income levy suggests that some aspects of the new rates may apply to payments which were received in the period January to April 2009. This issue has been clarified in the Finance Bill 2009. Any taxable element of a compensation for loss of employment which was paid in the period January to April 2009 is subject to the rates of income levy which apply during this period – there will not be any retrospective increase in the levy.
Mortgage interest relief

From 1 May 2009, mortgage interest relief applies only for the first seven years of the loan. If you are currently getting mortgage interest relief in respect of a mortgage which is more than seven years in existence, the tax relief ends from 1 May 2009. So, if you took out a loan before the 2002 tax year, you are no longer eligible for mortgage interest relief on that loan. If you were getting tax relief and you cease to be qualified because of the new limitation to seven years, then, for the year 2009, you get one-third of the tax relief to which you would have been entitled before this measure came into effect.
Mortgage interest relief continues to be available for the first seven years of a loan. This is not restricted to first-time buyers but first-time buyers do qualify for more tax relief than others. 
The arrangements from 1 May 2009 are as follows:

First-time buyers

First-time buyers get tax relief at 25% for the first two years and 22.5% for the next three years. They then get relief at the standard rate (20%) for the next two years.
The maximum amount of interest that attracts tax relief is €10,000 for a single or widowed person and €20,000 for a married couple.
Other buyers

Non first-time buyers get tax relief at 15% for up to seven years. The maximum amount of interest which attracts tax relief is €3,000 for a single person and €6,000 for a married couple or widowed person. 
The Minister for Finance indicated that, as house prices fall, it is the Government’s intention to keep mortgage interest relief under review and to eventually abolish it. No timescale was given for this.
Residential rental property

If you own property which is let as a residential property you may deduct the full mortgage interest you pay when computing your profit. This is being reduced to 75%. This does not apply to commercial property. 
Deposit Interest Retention Tax (DIRT)

DIRT is being increased to 25%. The retention tax which applies to life assurance policies and investment funds is being increased to 28% (from 26%). These increases apply from 7 April 2009.
Assurance and insurance levies

A new levy of 1% is being introduced on life assurance premiums. It will apply to premiums received by the assurance companies on or after 1 June 2009. Personal pension arrangements are usually in the form of life assurance so the levy will apply to most personal pension contributions.
The current non-life insurance levy of 2% is being increased by 1%. The new rate of 3% will apply to renewals and offers of insurance issued by an insurer on and from midnight on 7 April 2009 where premiums are received by the insurer on or after 1 June 2009. 
The non-life insurance levy does not apply to voluntary health insurance, reinsurance, marine, aviation and transport insurance, export credit insurance and certain dental contracts. It does apply, for example, to motor insurance, house insurance and mortgage protection insurance. 
Capital Gains Tax (CGT)

The Capital Gains Tax rate is being increased from 22% to 25% in respect of disposals made from midnight on 7 April 2009.
Capital Acquisitions Tax (CAT)

The Capital Acquisitions Tax rate is being increased from 22% to 25% in respect of gifts or inheritances received from midnight on 7 April 2009.
The thresholds for CAT are being changed as follows:
Group 

Threshold until 

New Threshold




7 April 2009

Group A

 €542,544 


€434,000

Group B 

€ 54,254


 € 43,400

Group C 

€ 27,127 


€ 21,700
Group A means gifts or inheritances between parents and children; Group B between people who are related to each other, for example, siblings or uncles and Group C is for people who are not related to each other. 
Capital allowances

The special tax relief on the capital costs of investments in private hospitals, nursing homes, mental health centres and convalescent units and associated residential units is being abolished. There will be transitional arrangements for those projects which are nearing completion but the details of these are not yet known. The tax reliefs for palliative care units and childcare facilities will remain. 
Other tax reliefs

The Minister for Finance indicated that it is the Government’s intention to “continue to remove unnecessary reliefs and shelters from the tax system in successive budgets”. He did not say precisely what reliefs and shelters he had in mind.
Health agencies

The abolition of a number of health agencies was announced in the October 2008 Budget. The Health (Miscellaneous Provisions) Bill 2009 provides for:
• The abolition of the National Council on Ageing and Older People and the Women’s Health Council and their integration into the Department of Health and Children • The abolition of the National Cancer Screening Service Board, the Drug Treatment Centre Board and the Crisis Pregnancy Agency and their integration with the Health Service Executive (HSE); the functions of the HSE are also extended in order to give it the statutory power to take on the functions of the Crisis Pregnancy Agency
• The establishment of the Office for Older People within the Department of Health and Children 
It is intended to establish a national advisory council on older people on an administrative basis.
The Bill also proposes to amend the Hepatitis C Compensation Tribunal Act 1997 to remove age limits for the travel insurance benefit provided in accordance with that Act. The Act provides for an upper age limit of 65 and this is being removed.
Other health agencies

Changes to other health agencies were also announced in the October 2008 Budget.
The Post Graduate Medical and Dental Board has been integrated into the HSE since 1 January 2009.
The proposed Health Information Bill will provide for the integration of the National Cancer Registry into the HSE. 
The draft general scheme of a new Nurses and Midwives Bill has been approved by Government. This will include provision for the dissolution of the National Council for Professional Development of Nursing and Midwifery and the incorporation of its functions into the HSE and An Bord Altranais as appropriate.
The legislative changes required to subsume the Children Acts Advisory Board into the Office of the Minister for Children and Youth Affairs will be put in place via the Child Care (Amendment) Bill 2009. 
The method of dealing with the other proposed changes to agencies has not yet been finalised. 
losingyourjob.ie

losingyourjob.ie is a new online resource produced by the Citizens Information Board designed around the needs of users who are newly unemployed or who may be facing a situation of reduced hours or reduced pay at work. The microsite provides information on reduced hours or pay, employments rights in relation to redundancy or dismissal, how to obtain social welfare entitlements (including checklists and links to online forms), help with rent and mortgage payments, options for education and training, going back to work, and money and tax issues. 
The Citizens Information Board have also published a handy reference booklet entitled Have you lost your job? which outlines the benefits and supports that are available and how to access these supports. Copies are available from the Citizens Information Board at the above address. 
Citizens Information 
LOG ON

www.citizensinformation.ie

LO-CALL

1890 777 121 Open Mon to Fri, 9am to 9pm

DROP IN

For your local centre see Golden Pages listing

Head Office

Ground Floor t + 353 1 605 9000

George’s Quay House f + 353 1 605 9099_ 43 Townsend Street e info@ciboard.ie

Dublin 2 w www.citizensinformationboard.ie

The Citizens Information Board is the statutory body which supports the provision of information, advice and advocacy on the broad range of social and civil services to the public. 

It provides the Citizens Information website and supports the voluntary network of Citizens Information Services and the Citizens Information Phone Service.
