In keeping with the theme of last week’s article on budgeting and cutting costs, this week I am focusing on entitlements under the PAYE system, which may allow you to claim increased tax credits or claim back money from the Revenue Commissioners.

As taxpayers we are entitled to a number of reliefs and deductions against our taxable income that many of us are unaware of, or believe it’s too cumbersome to claim these benefits. The purpose of this article is to outline some of these reliefs available and to demonstrate that it is quite simple to claim your entitlements and that it is worthwhile to do so. 

If you have not previously claimed a particular relief for past years, it may not be too late to make a claim. However, it is important to note that Revenue allow you to go back only 4 years when making a claim. So, you can now claim tax relief for 2005, 2006, 2007 and 2008. In addition, please note that 31 December 2009 is the deadline for claiming relief for 2005.

If you are unsure whether you are claiming a particular relief, you should check your Certificate of Tax Credits.  This certificate issues from Revenue to you each year.  Alternatively, you can contact Revenue directly.

Tax Credits:

What is a tax credit? Tax Credits effectively reduce the amount of your income that is liable to income tax. A tax credit is deducted from your gross pay, thus reducing your taxable income. Tax credits are non-refundable but are valid for the full tax year so if you have unused tax credits in a pay week or month these are carried forward to the next pay period within the tax year. 

The tax credits an individual is entitled to will depends on personal circumstances, for example married persons tax credit and PAYE tax credit. 

Personal Tax Credits:

We are all familiar with the more common tax credits such as Single person credit of €1,830 per annum and with Married persons credit of €3,660 pa for 2008 & 2009. Less well known credits include:

PAYE (employee) tax credit: This is available to persons whose income is subject to PAYE, with the exception of some company directors.  The credit is €1,830 for 2008 & 2009.

Single Parent Credit: This credit is available to a parent or guardian of a qualifying child who is not entitled to the married person’s credit and the credit is €1,830 for 2009 & 2008.

Widowed Parent Credit: This credit is granted to a widowed parent with one or more dependent children following the death of a spouse. The credit in 2008 & 2009 is €4,000 in the first year, reducing to €3,500 in the second year, to €3,000 in year three and to €2,500 in the fourth year and finally €2,000 on the fifth year. 

Age Credit: The age credit is available to any person age 65 or over any time during the tax year. For married couples that are being assessed jointly the credit is doubled if either spouse turns 65 during the relevant tax year. The current credit is €325 for single and €650 for married individuals. 

Home Carers Credit: This credit is available to married couples where one spouse is the Home Carer and cares for one or more dependent persons. The Home Carer’s income must not exceed €5,080 in the tax year. Carers allowance from the Department of Social and Family Affairs is not taken into account for determining this restriction. Only one credit is available regardless of the number of dependents being cared for. The maximum credit allowed is €900 for 2008 & 2009.

Incapacitated Child Credit: This credit is available to a parent/guardian of a child who is permanently incapacitated either physically or mentally from maintaining himself/herself. The child must have become incapicated either before the age of 21 years or if over 21 years they must have been in full time education for at least 2 years before becoming incapicated. For the tax years 2008 & 2009 the credit is €3,660 p.a.
Blind Person’s Credit: This is a credit available to blind persons amounting to €1,830 in 2008 & 2009. This credit doubles to €3,660 if both spouses are blind. 

Other tax reliefs:

The following are examples of other common reliefs available; (a complete list is available from your local Revenue office.)

Rent relief for private rented accommodation: A tax credit is available to individuals paying for private rented accommodation. The maximum credit is €400 for single people and €800 for married individuals for 2008 & 2009. This is doubled for individuals over age 55 years. This relief can be claimed as a deduction against your gross wages using the PAYE system or alternatively by submitting a Rent 1 form at the end of the year. 

Mortgage interest relief and Medical insurance relief: Tax relief is given “at source” on these payments.  You should check with your bank/building society or medical insurance provider if you are unsure whether you are getting this relief at source.
Refuse Charges – Service Charges. Tax relief is available on service charges or refuse charges paid during the preceding calendar year. For the tax years 2008 & 2009 a maximum of €400 tax relief was available for this purpose. I It be may necessary to show evidence of either an invoice for fixed charge providers or alternatively receipts of amounts paid to local authorities for bin tags or pay by weight systems. 

Trade Union Subscriptions: Trade Union subscriptions are tax deductible at the standard rate of tax and are capped at €350. Therefore the maximum tax credit available for this purpose is €70.

Childminding Tax Relief: 
Since 1 January 2006, an individual minding up to three children in the minder's own home can earn up to €15,000 child minding income per annum without being subject to income tax. It is worth noting however that once the child minding income exceeds €15,000, the total amount is taxable under self-assessment rules. An individual is obliged to return any child minding income in his or her annual tax return. 
Pension Contributions: You are entitled, subject to certain limits, to have the amount that you contribute to a pension deducted from your gross income before that income becomes liable to tax. In effect, tax relief is given at your marginal rate of tax. Future articles will deal with this area in more detail. Should you require further information, please contact your financial adviser. 
Tuition Relief: Tax relief at the standard rate of tax is available for certain full-time and part-time undergraduate and postgraduate courses, as well as for certain training courses in the areas of IT and foreign languages.

Other expenses that can be claimed against taxes paid include:

· Unclaimed medical expenses (in relation to you, your spouse and dependent relatives)

· Non-routine dental treatment

· Permanent Health Insurance

· Donations / Gifts to charitable organisations

· Investment in Business Expansion Schemes

· Investment in the Film Industry

· Seafarer’s allowance

· Guide Dogs

How Do I Make a Claim?

Tax reliefs and exemptions are available on a wide range of services and contrary to common belief are relatively easy to claim. The PAYE self-service facility on the Revenue website (www.revenue.ie) allows you to claim online. Alternatively you can phone your Regional PAYE LoCall service (South West Region is 1890 222 425) or you can complete the relevant claim form and submit it to your local Revenue office or simply file an income tax return (Form 12). 

The Revenue website contains all the information you will need and all forms required can be downloaded from the website. Alternatively you can request the relevant forms from your local Revenue office.  

For further information on any of the above, please contact your local revenue office or www.revenue.ie.

To view past articles and recent PSC Wealth Plus publications, including our ‘Guide to PSC Wealth Plus Products & Services’, please log onto our news section at www.pscwealthplus.com 

We hope you find these articles informative and welcome any feedback or queries you may have. Should you wish to contact us, please phone the Tralee office for Eoin or Bairbre on 066 712 6333 and the Killorglin office for Caroline on 066 976 1275 or by email as above. 

PSC Wealth Plus is regulated by the Financial Regulator as a Multi Agency Intermediary and as a Mortgage Intermediary.
