PUBL|C

The Universal Social Charge Should Apply to
State Contributory Pensions

All agree that a tax system should be fair. But what is fairness ?. One measure of fairness is
that people with the same incomes should pay the same amount of income tax (assuming
other things are equal). Income tax includes Universal Social Charge.

Given that very difficult decisions have to be made in the forthcoming budget, hard choices
are inevitable.

There is one striking anomaly in the Iegislation1 establishing the Universal Social Charge
(USC) which is that the Contributory State Pension and other payments from the
Department of Social Protection are exempt from the USC regardless of the amount of the
recipients other income. Some older people have very substantial incomes including the
State Pension. For example, Revenue data in relation to 2007 shows that 6,623 people over
65 had incomes in excess of €100,000 and 919 had incomes in excess of €275,000.

Older people are generally faring less badly in the recession than rest of population.
According to the 2011 Survey on Income and Living Conditions?, children were almost twice
as likely to be at risk of poverty, almost three times as likely to be suffering deprivation and
almost 5 times as likely to be in consistent poverty than persons over 65.

Poverty and Deprivation Rates % 2011

Age Group At Risk of  Deprivation Consistent
Poverty Rates Poverty

0-17 18.8 321 9.3

18-64 15.9 23.7 6.8

Over 65 9.7 11.3 1.9

All Ages 16.0 24.5 6.9

Child/Pensioner
Ratio 1.9 2.8 4.9

Source :CSO

Bringing the Contributory State Pension within the scope of the USC would improve the
fairness of the tax system, and would raise substantial revenue in a progressive way.

The total amount paid in Contributory State Pensions is about €5.3 billion (2012) and the
yield from charging these payments to USC would be over €300 million

! Section 3 of Finance Act, 2011
? http://www.cso.ie/en/media/csoie/releasespublications/documents/silc/2011/silc 2011.pdf
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