Relate March 2006

Social Welfare Law Reform and Pensions Bill 2006

This Bill provides for a number of changes in social welfare legislation and in the names of some payments. 

Finance Bill 2006

This Bill implements the income tax changes announced in the Budget and some other changes as well.

Registration of Births and Deaths

Changes in the registration process for births and deaths came into effect in December 2005.

Implementation of Disability Act 2005

Some provisions of the Disability Act 2005 have recently come into effect.

Social Welfare Law Reform and Pensions Bill 2006

The Social Welfare Law Reform and Pensions Bill 2006 provides for a number of changes which were announced in the Budget and for a number of other changes.  The increases in weekly payments have already been brought into effect by the Social Welfare Act 2005.  This Bill provides for the increases in Child Benefit and Respite Care Grant.  It also provides the legal basis for the new Early Childcare Supplement and proposes a number of other changes.  It proposes to change the names of a number of social welfare payments.  The Bill is being discussed in the Oireachtas as we write and so further changes are possible.  Here we describe those changes which were not already covered in the January 2006 issue of Relate or about which more information is now available.  The text of the Bill and explanatory memorandum are available at www.oireachtas.ie.  Any subsequent changes will also be available on that site.

Change of Name

The Bill proposes to change the names of a number of payments with effect from September 2006.  The following are the name changes proposed:

Old Age (Contributory) Pension - State Pension (Contributory) 

Old Age (Non-Contributory) Pension - State Pension (Non-Contributory) 

Retirement Pension - State Pension (Transition)

Disability Benefit - Illness Benefit
Unemployment Benefit - Jobseeker’s Benefit 

Unemployment Assistance - Jobseeker’s Allowance 

Orphan’s (Contributory) Allowance  - Guardian’s Payment (Contributory) 

Orphan’s (Non-Contributory) Pension -  Guardian’s Payment (Non-Contributory)  Unemployability Supplement - Incapacity Supplement
Old Age (Contributory) Pension/State Pension (Contributory)

People who are receiving Retirement Pension or Invalidity Pension will automatically transfer to the Old Age (Contributory) (State) Pension at age 66.  At present, some people stay on these payments.  There will be only two contributory payments for people over 66 – the State Pension (Contributory) and the Widow’s/Widower’s (Contributory) Pension.

Old Age (Non-Contributory) Pension/State Pension (Non-Contributory)

From September 2006, there will be one State Pension (Non-Contributory) for everyone aged 66 and over who does not qualify for a contributory pension or whose entitlement to a contributory pension is less than they would receive under a non-contributory pension. At present, people aged 66 and over who are not entitled to a contributory pension may be receiving an Old Age (Non-Contributory) Pension, a Blind Pension, a Widow’s/Widower’s (Non-Contributory) Pension or a One-Parent Family Payment.  A small number are receiving a Deserted Wife’s Allowance or a Prisoner’s Wife’s Allowance but these payments have not been available to new applicants since 1997.  There are different means tests for these payments.  There will be one means test from September 2006 for everyone aged 66 or over.  This will be based on the current means test for the Old Age Non-Contributory Pension with some changes.  At present, means of €7.60 may be disregarded – this will be increased to €20 a week.  This disregard applies to means from any source.  The effect of this disregard is that a single person with no other means will be able to have up to €35,000 in capital and still qualify for the maximum rate of pension.  A married couple may have capital of up to €70,000 and still qualify for the maximum rate.  

There will be a new specific earnings disregard of €100 a week.  This disregard applies only to earnings from employment and not to income from capital or other assets.  It is estimated that these changes will allow 34,000 pensioners to get increased payments.

These changes mean that the only non-contributory payment for people aged over 66 will be the State Pension (Non-Contributory) and the Carer’s Allowance.  The Carer’s Allowance is not affected by these particular changes and its means test is different to that for the State Pension (Non-Contributory). 

Other means test changes

The new earnings disregard of €100 a week will also apply to recipients of  Deserted Wife’s and Prisoner’s Wife’s Allowances and of Widow’s/Widower’s (Non-Contributory) Pensions who are aged under 66.  These payments are made to spouses or widowed people (those who do not qualify for Widow’s/Widower’s Contributory Pension) who do not have dependent children.  Those with dependent children qualify for the One-Parent Family Payment. 

The €100 disregard will also apply to recipients of Orphan’s (Non-Contributory) Pension.  This is payable to an orphan’s guardian and is assessed on the means of the orphan.

One-Parent Family Payment (OFP)

As already announced in the Budget, from July 2006 recipients of OFP may earn up to €375 a week while retaining an entitlement to some OFP.  This is being increased from €293.

The Minister for Social and Family Affairs said that he expects to publish two reports in the near future which deal with lone parent supports. The senior officials group on social inclusion was asked to examine obstacles to employment for lone parents and to report back to the Cabinet sub-committee on social inclusion with specific proposals.  The Department of Social and Family Affairs (DSFA) established a working group to examine income supports to see if they could be adjusted better to address the social problems that can arise for those who receive these payments, including the cohabitation rule and the fact that the payment can act as a disincentive to the formation of partnerships.  The National Economic and Social Council (NESC) report on child income supports is also currently in preparation.

PRSI on Income from Childminding in the Home 

It was announced in the Budget that people who mind up to three children in their own home may earn €10,000 from that activity and not be liable for tax on this income.  They will have to pay PRSI at the self-employed minimum rate of €253 a year.  This contribution will help them to qualify for Maternity Benefit and for long-term payments such as Old Age(State) and Widow’s/Widower’s Pensions.  It does not give entitlement to Disability Benefit (Illness Benefit), Unemployment Benefit (Jobseeker’s Benefit) or Retirement Pension (State Pension (Transition)).  They are obliged to declare this income on their tax return and should pay the PRSI by 31 October each year.

Pre-Retirement Allowance

The Pre-Retirement Allowance (PRETA) is being abolished.  Existing recipients are not affected and may continue to receive it.  There were 11,000 recipients at the end of 2005.  PRETA is payable to people aged 55 or over who have been unemployed for some time and who regard themselves as retired rather than unemployed.  It is broadly similar to Unemployment Assistance but you do not have to sign on to receive it.  No new applications will be accepted after a certain date – this date has yet to be announced.  

Homemaker Status

At present, there is no formal statutory decision-making process to decide whether or not a person was a homemaker for the purposes of qualifying for an Old Age (Contributory) Pension.  Certain homemakers may have a number of years disregarded when their average contributions are being assessed.  The Bill provides that a Deciding Officer will decide whether or not a person was a homemaker for these purposes.  The main point about this is that the people affected will then have the right to appeal to the Social Welfare Appeals Office if they are unhappy with the decision.  

Early Childcare Supplement

The Bill provides for the Early Childcare Supplement which was announced in the Budget.  This is a universal non-taxable quarterly payment of €250 in respect of children under the age of six.  It will be paid by the Department of Social and Family Affairs on behalf of the Office of the Minister for Children.  The first payment will be paid in respect of the second quarter of 2006.  The intention is that the quarterly payment will be issued in the months of April, July, October and December.  In 2006, there will be three payments but there is likely to be a delay in making the first payments – the first payment would normally be in July but it will be in August 2006.  

Invalidity Pension

A person who qualifies for an Invalidity Pension from Ireland under EU Regulations will not have that pension reduced if he/she subsequently becomes entitled to a survivor’s

pension or a retirement pension under EU Regulations from another EU Member State.

Recovery of Payments

The DSFA is entitled to recover money from people where that money was wrongly paid, for whatever reason.  The Bill gives the Department the power to recover such money directly from the financial institution into which it was paid by the Department. 

Pensions Ombudsman

The Bill provides for a number of technical amendments to the Pensions Acts.  It also provides for a change in the functions of the Pensions Ombudsman.  At present, the Pensions Ombudsman may not investigate a complaint until the pension scheme’s internal dispute resolution procedure has been exhausted.  The Ombudsman will now be able to bypass this procedure where there is clearly nothing to be gained from it. This will not apply where the scheme’s provisions include a statutory right of appeal.

Finance Bill 2006

The Finance Bill 2006 proposes to implement the tax changes announced in the Budget and a number of other changes as well.  Here we describe the proposed changes in personal taxation which have not already been covered in the January 2006 issue of Relate or about which more details are known.  The Finance Bill is being discussed in the  Oireachtas as we write so further changes are possible.  The text of the Bill, explanatory memorandum and any subsequent changes are available at www.oireachtas.ie
Pension Contributions

There will be a number of changes in tax relief for pension contributions.  Some of these are very complex and technical so we concentrate here on those changes that are relevant for most people.  

Percentage of income which attracts tax relief

The amount of pension contribution which attracts tax relief depends on your income and on your age.  The percentage of income is being increased for those aged 55 and over.  The new rules are as follows:

Age


% of income which attracts tax relief

Aged under 30

15% 

Aged 30 – 39

20%

Aged 40 – 50 

25% 

Aged 50 – 55

30%

Aged 55 – 60

35%

Aged 60 +

40%

The percentage applies in the year in which you reach the relevant age.

Most contributions to pension schemes attract tax relief.  There is an overall maximum earnings limit of €254,000.  Any individual pension contributions on income above that limit are not granted tax relief.  This limit is to be increased in line with earnings from 2007 onwards.

Cap on overall value of fund

There is no limit on the amount which employers may contribute to the pension fund so there is no overall limit on the amount of the pension fund which attracts tax relief.  A limit is being imposed which is to be the amount in an individual’s pension fund on Budget day (7 December 2005) or €5 million, whichever is the greater.  This will be adjusted annually from 2007 in accordance with trends in earnings.  If the fund is greater than the relevant limit, then tax at 42% will be charged on the excess when it is drawn down from the fund.   

The maximum tax-free lump sum which you can take from your pension fund is a quarter of the fund.  So, in general there will be a cap of €1.25 million on all tax-free lump sums.  This cap applies from Budget day. 

Approved retirement funds

Approved retirement funds are generally personal pension funds held by self-employed people.  It is proposed to charge tax on any parts of these funds which are not drawn down.  This 3% tax will be phased in over the years 2007-2009: 1% in 2007, 2% in 2008 and 3% from 2009 onwards, and will apply to approved retirement funds created on or after 6 April 2000.  The charge will not apply until the fund holder is aged 60.  

There are a number of other changes in the tax treatment of funds in an approved retirement fund.  

Investing your SSIA funds in a pension scheme

People who have Special Savings Accounts Schemes (SSIAs) and who have low incomes will get a bonus if they invest some of the SSIA funds in a pension scheme.  Anyone may use their SSIA fund to invest in a pension scheme in the normal way and they will get tax relief in accordance with their age and income.  Low-income earners who pay no tax or who pay tax at the lower rate do not benefit as much from pension scheme investments as do higher-income earners.  

You may qualify for the bonus for lower-income earners if you meet all of the following conditions: 

· you are not liable to pay tax at all or you are only liable at 20%; if you paid tax at the higher rate (42%) in the year before the year in which your SSIA matures, you may not qualify

· your income was less than €50,000 in the year before the year in which your SSIA matures.  So, if your SSIA matures in 2006, your income in 2005 must have been less than €50,000; if it matures in 2007, your income in 2006 must be less than €50,000

· the money must come from your SSIA and go into a Personal Retirement Savings Account (PRSA), a retirement annuity contract or additional voluntary contributions to an occupational pension scheme.  You do not get the bonus if you simply use some of your SSIA to pay your normal pension contributions; the contributions must be extra

The bonus means that the government will add €1 for every €3 you invest.  The maximum bonus is €2,500 – you will get this if you invest €7,500.

You will also get a refund of any SSIA exit tax in proportion to the amount you put into a pension fund.  Exit tax is payable on the interest you receive on your SSIA account – it is not payable on the government payment into that account.  So, if you put half of the proceeds of your SSIA into a pension fund, you will get half of the exit tax back.

The bonus and the refundable exit tax will both operate as refundable tax credits.

Property Tax Relief Schemes

A number of reviews of the various tax relief schemes for property have been published and are available at: www.finance.gov.ie.  

Some of these property schemes are being phased out.  The Bill sets out the end dates and the transitional arrangements for their ending.  The schemes for private hospitals, nursing homes and childcare facilities are being continued.  In these cases, the clawback period is being increased from 10 to 15 years – this will apply to facilities which start after 31 July 2006.

Private psychiatric hospitals

There will be a new scheme for private psychiatric hospitals.  It will be similar to the scheme for private general hospitals.  In order to qualify, the private psychiatric hospital must have at least 20 beds, 20% of the beds must be available for public patients and the hospitals must give the State at least 10% discount for the treatment of public patients.  

Overall Limit on Tax Relief

From 2007, there will be an annual cap on the tax relief from specific schemes which any one person may claim.  This cap will apply to people with an income of over €250,000 a year.  The schemes concerned are mainly the various property-based reliefs and also include donations to charities and other approved bodies and reliefs such as the Business Expansion Scheme and Film Relief.  (It does not apply to reliefs such as pension contributions, medical expenses or to normal business expenses.)  The calculations are complex but the basic idea is to try to ensure that everyone with an income over €250,000 pays a minimum tax of 20%.   Any amount not allowed in any one year may be carried over to subsequent years.

This cap will also apply to the tax relief for artists.  Artists will continue to be exempt from tax on their artistic earnings up to €250,000 a year.  

Remittance Basis of Taxation 

The rules about residence and domicile for tax purposes are quite complex.  In general, if you are living in Ireland you are liable to pay Irish tax.  However, there are a number of exceptions.  People who are living here but are not ordinarily resident or domiciled here may be liable for Irish tax only to the extent of their income which is brought into the country – this is called the “remittance” basis of taxation.  The main people affected are foreign nationals who come here to work for, say, two years with a multinational company and retain their ordinary residence in another country.  They may be paid in their home country or, indeed, some other country and they pay Irish tax only on any money which they remit to Ireland.  This has changed with effect from 1 January 2006.  Income earned from employment in Ireland is now liable for Irish tax.  The remittance basis is continuing for non-employment income. 

Mortgage Interest Relief on Rental Properties

Landlords of rental property are entitled to claim tax relief on the full amount of interest paid on loans to finance the buying of those properties.  This entitlement will, in future, be subject to the landlords meeting the registration requirements of the Private Residential Tenancies Board.  (See Relate, December 2004 for information on these requirements.)

Tax Relief on Donations

The rules about tax relief on donations to approved charities were described in last month’s issue of Relate.  The scheme is being extended to the donation of publicly quoted securities.  They will be treated in broadly the same way as cash donations.  

Irish Heritage Trust

It is intended to establish the Irish Heritage Trust in the near future.  The Bill provides for it to be an approved body for the purposes of tax relief on donations and for a new tax relief for the donation of heritage property to the trust. 

VAT

The threshold at which business are required to register for VAT will be increased from 1 May 2006.  The new thresholds are €27,500 in the case of services and €55,000 in the case of goods. 

Reporting of Interest Payments

The Bill gives power to the Revenue Commissioners to introduce regulations which will require the automatic reporting of certain income.  This includes interest payments by financial institutions and certain payments by government departments.  If you receive interest payments from accounts in financial institutions, then Deposit Interest Retention Tax (DIRT) should normally have been deducted.  You are still obliged to report these payments on your annual tax return even though you do not have any further tax liability.  The details of the proposed new reporting arrangements have yet to be worked out.

Tax Relief on Household Waste Charges

Tax relief (at the standard rate) is given in any tax year for some or all of the household waste collection charges paid in the previous year.  At present, the amount depends on the method of charging – the maximum is €195 where the tag system is in operation and there is no limit where a fixed annual charge is paid.  There will now be an overall limit of €400 a year regardless of the method of charging.  This will apply in the 2006 tax year in respect of charges paid in 2005.  There will be a transitional arrangement for those who paid more than €400 in 2005 and the new rules will be fully in operation in 2007.

Exemption from Leasing of Land
Certain income from the leasing of farm land is exempt from income tax.  The amount is being increased from €7,500 a year to €12,000 for leases of five or six years taken out from 1 January 2006.  Where such leases are for seven or more years there will be an exemption of €15,000 (up from €10,000).  If the land is leased together with entitlements under the EU Single Farm Payments, then that rental income also qualifies for relief from 1 January 2005.  

EU Single Farm Payment 

The EU Single Farm Payment Entitlement will be regarded as an agricultural asset for the purposes of Capital Acquisitions Tax (CAT) provided the farmer in question qualifies for CAT relief on the land being sold or gifted.  This means that its value is reduced in the same way as the value of agricultural land is reduced.

Foster Children

The Bill provides that foster children will generally be treated as if they were natural or

adopted children for the purposes of Capital Gains Tax and stamp duty.  Foster children are already treated as natural children for the purposes of Capital Acquisitions Tax.  This will apply to foster children where the foster child lived with and was under the care of and maintained at the expense of the parent for a period or a number of combined periods of at least five years before the child reached 18

Registration of Births and Deaths

The Civil Registration Act 2004 (see Relate, October 2003) which provides for new rules on the registration of births, marriages and deaths is gradually being brought into effect.  The parts of the Act relating to the registration of births, stillbirths and deaths came into effect on 5 December 2005.  It is unlikely that the new provisions on registration of marriages will come into effect before the end of the year.

Overall responsibility for the registration of births, marriages and deaths rests with the General Register Office.  There are local offices in all counties.

Further information is available from

General Register Office, 

Government Offices,
Convent Road, 

Roscommon.
Tel: (090) 663 2900
Lo-Call: 1890 252 076
www.groireland.ie
Registration of Births

The main changes in the birth registration process is that the parent or parents of a new born child are required to attend, in person, before a Registrar of Births to register the birth and the registration may be carried out at a birth registration office anywhere in the country.  Up to now, the child had to be registered in the district where the birth took place; the process of registration was generally completed in the maternity hospital and the parents did not need to do anything further.  

You must register your child’s birth within three months.  You may do this at any birth registration office.  The registration process is still started in the maternity hospital but it cannot be completed there.  In the maternity hospital, the parents and the hospital staff fill up a Birth Notification Form.  (This is filled up by the parents and the doctor or midwife if the child is born at home.)  This is sent to an office of the Registrar of Births.  However, this does not complete the birth registration process.  The parents must go to a registration office to complete the registration.  Where the parents are married to each other, one or both may sign the register.  

Names

Birth certificates for births registered before 1 October 1997 do not have various details about the parents nor do they include the child’s surname.   

Before 1997, the birth registration system recorded the name and occupation of the father (where the parents were married to each other) and the mother’s maiden name.  It did not record the occupation of the mother or the surname of the child.  

Since 1997, the information on the register includes the mother’s name, address and occupation as well as those of the father. There is no reference to a “maiden name”. Instead any former names of each parent are given.  The register also includes the surname of the child. The child’s surname can be either that of the mother, father or both.  The child’s surname cannot be that of the father unless the father’s details are on the registration.  Another surname can be given if the parents ask for this, in writing, and the  Superintendent Registrar considers that the circumstances warrant this. The birth certificate reflects the information on the register.  Where both parents are recorded on the register, the child’s surname on the register may be changed subsequently only if the parents marry each other.  

It is not essential to have a forename when the birth is registered.  A forename or a new forename may be added to the register at a later stage.

Unmarried fathers

If the parents are not married to each other and the father’s name is not on the first registration then the birth may be re-registered in order to include details about the father.

The rules governing the entitlement of an unmarried father to have his name on the register are as follows:

If both parents want the father’s name registered then they may either

· both go to the Registrar’s office and register the birth or

· one goes to the office and brings either a statutory declaration by the other parent or a court order naming the father of the child.

The mother’s consent is required to have the father’s name on the register except where there is a court order. 

  

If the mother is married to someone other than the father, then further declarations may be required.

Name usage

It should be pointed out that there is no requirement that you continue to use any of the names given to you at birth.  Surnames are acquired by reputation and usage and not necessarily by details in the register of births.  Changing your name can of course give rise to various practical problems. However, if you become known by another name it is perfectly legitimate to use it – you can have official documents such as a passport and driving licence issued in your usual rather than registered name.
You may change your name by Deed Poll if you wish.  You can do this by getting the necessary forms, completing them, competing an affidavit and paying stamp duty.   
Deed Poll Section, 

Central Office, 

Four Courts, 

Dublin 7. 

Tel: (01) 888 6000

www.courts.ie
PPS No. and Child Benefit

Your child is automatically allocated a Personal Public Service Number (PPS No.) when the birth is registered.  A claim for Child Benefit is also started for a first child and the payment is automatically made for subsequent children.

Registration of Deaths

The main changes in the death registration process are that the death may be registered at any Registrar of Deaths office and there are changes in the time limits.  Before 5 December 2005, a death had to be registered in the district where it occurred.  

The main responsibility for registering a death rests with a relative who knows the details in relation to the death.  If there is no such relative then anyone who was present at the death or anyone in charge of the premises where the death occurred or anyone who found the body or who has knowledge of the death may be a “qualified informant”.

If the deceased person died following an illness, the doctor who attended the deceased person must complete the first part of the Death Notification Form and state the cause of death.  The doctor must give this form to a relative if there is one and if that person is capable of acting as a “qualified informant”.  The relative must complete the second part of the form giving various personal details of the deceased including the PPS No.  The form must be given to a Registrar of Deaths within three months of the death.  The relative (or qualified informant) must sign the register of deaths.

If there is no relative capable of doing this, then the hospital authorities (if the death occurred in a hospital) or the undertaker or some other qualified informant must complete the forms.

If the deceased died of any cause other than illness or where a doctor did not attend the deceased, then the coroner must be informed and he/she makes arrangements to register the death.

Implementation of Disability Act 2005

Some parts of the Disability Act 2005 are now in force.  

Obligations on public bodies

The Disability Act 2005 places certain obligations on public bodies – these came into effect on 31 December 2005.  These obligations are:

· to ensure that the provision of access to their services by people with and without disabilities is integrated 

· to ensure that services and goods they are purchasing are accessible to people with disabilities

· to ensure that contents of the communications with people with disabilities are provided in an accessible format 

· to establish procedures in respect of the making and investigation of complaints from people with disabilities

· to give effect to the provisions of the Act relating to the employment of people with disabilities – this means that the 3% quota is now on a statutory basis, and 

· to make their buildings accessible to people with disabilities by 31 December 2015

Assessment of need

Preparations are being made for the implementation of the assessment of need provisions but there is no date yet for this. 

Sectoral Plans

The Act requires that Sectoral Plans (see Relate, October 2004) be prepared by six government departments: the Departments of Health and Children; Social and Family Affairs; Transport; Communications, Marine and Natural Resources; the Environment, Heritage and Local Government; and Enterprise, Trade and Employment.  These plans must be prepared before 28 July 2006.  
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