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FOREWORD
Attracting foreign direct investment (FDI) into
Ireland has been a cornerstone of our national
industrial policy since the 1960s and it has
paved the way for the growth and development
of Ireland into the competitive, European
marketplace that it is today.
Our competitiveness and attractiveness
to international business is in no small
part thanks to our skilled and educated
people, the regulatory environment we
have created, the infrastructure that has
been put in place and our membership of
the European Union.
As a result, we have become the European
home to nine of the top 10 global
software companies; 14 of the top 15
medical technology firms; nine of the top
10 US ICT companies; 10 of the top 10
pharma companies; and 15 of the top 25
financial services companies.
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Ireland also has eight of the top 10
Industrial Automation companies; five
of the top 10 Cybersecurity companies;
and four of the top 10 Global Engineering
companies on its shores.
Overall, these firms now employ nearly
230,000 people across our country, with
that employment balanced across Dublin
and our regions.
Our success in building relationships,
attracting new business and continuing to
provide a competitive business landscape
will be put to the test over the coming
years as the United Kingdom leaves the
European Union.

While we regret the UK’s decision to
leave, we are working hard to ensure that
the future trading relationship between
our two countries continues as seamlessly
as possible while securing future
opportunities with businesses seeking to
locate their European presence in Ireland.
The comprehensive information contained
in this report by BDO will serve as a key
building block for businesses looking to
invest in Ireland in the coming years.
Le gach dea-mhéin
Heather Humphreys T.D.
Minister for Business, Enterprise
and Innovation
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INTRODUCTION
This guide is intended to help anyone
wanting to set up a business in Ireland
or to expand their presence here.
Running a business anywhere in the world can be complex and
demanding. However, there are many advantages to trading
in Ireland’s strong and stable business environment, and the
regulatory and financial burdens of running an Irish business
compare very favourably with those in many other countries.

MICHAEL COSTELLO
MANAGING PARTNER

BRIAN McENERY
CORPORATE FINANCE PARTNER,
INTERNATIONAL LIAISON BDO

KEVIN DOYLE
PARTNER
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ABOUT BDO IRELAND

BDO operates in four offices across the island
of Ireland, employing over 560 people offering
tax, audit, advisory and consulting services. BDO
Ireland is the Irish member firm of the BDO
International network with revenues of €70.6m.
link

BDO Ireland

BDO Ireland provides companies with a range of
accounting, tax, audit, compliance and advisory
services to support their growth and changing
requirements within Ireland and internationally.
As your business expands and your needs
change, BDO also offer a coordinated service for
your international accounting and compliance
requirements, providing you with a globally
consistent approach and central control. We
will continue to support your accounting needs
across the globe through a dedicated team
based in the Ireland.
For investors building operations in Ireland BDO
can provide the advice needed to make the right
decisions as well as practical hands on support,
including:
• Advice on what type of entity to create –
choosing business structure
• Creating the trading entity having made
the choice above and providing company
secretarial services
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• Payroll processing
• Registering for, and assisting with, VAT
returns for the Irish entity
• Advising on transfer pricing arrangements
and providing expert guidance on direct and
indirect global tax planning issues
• Delivering a full range of back office
services from bank account operation to
management accounts
• Preparing statutory accounts in Irish GAAP
and IFRS, and producing a year-end file for
audit.
BDO also operate with a series of country desks
comprising professionals who possess insight
and practical experience in specific territories.
desk members have extensive technical and
practical expertise in assisting clients structuring
and establishing business within Ireland.

US$8.99

billion

& Territories

WORKING WITH BUSINESSES
INVESTING IN IRELAND

• Structuring efficient tax planning for
remuneration packages of executives
relocated from overseas

BDO INTERNATIONAL

Countries

The BDO International network provides
business advisory services in 162 countries, with
more than 80,087 people working out of 1,591
offices worldwide. It has revenues of US$8.99bn.

• Selecting and assisting with the
implementation of the right accounting
package according to business needs

2018 REVENUE

1,591 Offices

80,087 Staff

4 560+ Staff
BDO IRELAND

Offices

BDO IRELAND

BDO INTERNATIONAL

162

Accountancy and business
advisory firm BDO Ireland
works with businesses to help
them to fulfill their growth
ambitions, nationally and
internationally.

40 Partners

2016/2017 RESULTS:

€70.6m

Statistics as of 30 September 2018
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IRELAND

INVESTMENT RANKINGS

The BDO International Business
Compass (IBC)* measures the
attractiveness of a country as
a multi-dimensional concept
in three dimensions: economic,
politico-legal and socio-cultural.
The appeal of a country is associated with its level
of development. It is understood as a combination
of economic, politico-legal and social factors. On
the one hand, the attractiveness of a country with
regard to potential investment decisions is at the
forefront, which clearly reflects the economical
perspective. On the other hand, the way economic
factors reflect a country’s situation is limited
because political, legal, social and cultural aspects
also play a part and ultimately have an influence
on a country’s appeal as an investment location.
In 2018, Ireland ranked as the 5th most attractive
country for investment (4th for the economic
factor, 12th for politico-legal and 15th for sociocultural).
* The IBC (http://www.bdo-ibc.com/home) is an online
tool that provides businesses with an overview of market
opportunities and risks in 174 countries. Produced on an
annual basis by BDO in conjunction with the Hamburgisches
WeltWirtschaftes Insititut (www.hwwi.org) the IBC provides
a ranking of countries in terms of their investment potential
based on an evaluation of their social and economic
development, and can assist decision-makers when they
are considering the locations in which they operate.
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In April 2014, the UK Office of Fair Trading and
the Competition Commission merged to form
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‘…work to promote competition for the benefit of
consumers, both within and outside the UK. …to
make markets work well for consumers, businesses
and the economy.’
Its responsibilities include investigating anticompetitive behaviour, and it has extensive law
enforcement powers.
In Spring 2015, the CMA published a study on
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for violations. The study included interviews
with more than 1,000 senior sales people. On
average,
they correctly identifiedNORWAY
only 4.2 of the
DENMARK
ten true/false statements presented to them.
RANK
2018

6

CHANGE
COMPARED

INDEX
VALUE

-1

78,80

RANK
2018

7

SWITZERLAND
INDEX
These
VALUE

NETHERLANDS

RANK
CHANGE
INDEX
results
an alarming
2018indicate
COMPARED
VALUE

RANK
2018

lack of
awareness that could put businesses at serious
84,08
3
03 81,84
4
risk of breaching
competition
law. Additionally,
this lack of awareness may limit a business in
asserting its own rights to protect its position in
the marketplace.

IRELAND

CHANGE
INDEX
RANK
CHANGE
INDEX
Non-compliance
can have
consequences
COMPARED
VALUE
2018 serious
COMPARED
VALUE

for both companies and individuals, including:

03

80,14

5

+2

78,81

• Substantial ﬁnes (up to 10% of group
turnover)

• Void and/or unenforceable commercial
agreements

Businesses operating in the UK are subject
to UK and, until ‘Brexit’ takes place, EU
competition law.

• Civil damages
• Individual criminal sanctions for serious
breaches (particularly for engagement in
cartel activity, with the possibility of up to
ﬁve years in prison and/or substantial ﬁnes)

Anti-competitive behaviour which may
affect trade within the UK is prohibited by
the Competition Act 1998 and the Enterprise
Act 2002. Where this behaviour extends to
other EU states it is prohibited by Articles
101 and 102 of the Treaty on the Functioning
of the European Union (TFEU). Other global
territories - particularly the US - have similar
anti-trust laws.

• Director disqualiﬁcation
• Reputational damage arising from lengthy
investigations.
Body text.

The two main types of anti-competitive activity
prohibited in law are:
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Luxembourg cannot be taken into account in the index, due to its particular situation as a ﬁnancial centre
Source: The BDO International Business Compass 2018 (http://www.bdo-ibc.com/home)
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HEADING TWO

TALENT AND SKILLS

The UK competition regime has a strong global
reputation, and the UK is seen as having
open and fair markets which work well. For
Ø
entrepreneurs looking
to start or expand a > BEST
business in the UK, competition law protects
them from anticompetitive practice in the
market.

These results
indicate
alarming
According
to the
2017 an
Global
Talentlack of
awareness that could
putIreland
businesses
atof
serious
Competitiveness
Index*,
is one
the
risk ofattractors
breachingofcompetition
law. Additionally,
best
foreign businesses,
ranking
this lack
of awareness
may limit
a business
12th
among
the powerhouse
economies
forin
asserting retaining
its own rights
to protecttalent,
its position
growing,
and attracting
and in
the marketplace.
ranking
in the top 10 for enabling and attracting
talent.
Businesses operating in the UK are subject
to UKis and,
until in
‘Brexit’
takes position
place, EUin FDI
This
reflected
its leading
competition
law.transfer and its strong ability to
and
technology
attract foreign talent.
Anti-competitive behaviour which may
affect trade within the UK is prohibited by
the Competition Act 1998 and the Enterprise
Act 2002. Where this behaviour extends to
other EU states it is prohibited by Articles
101 and 102 of the Treaty on the Functioning
of the European Union (TFEU). Other global
territories - particularly the US - have similar
anti-trust laws.

In April 2014, the UK Office of Fair Trading and
the Competition Commission merged to form
the Competition and Markets Authority (CMA).
The CMA sets out to:
‘…work to promote competition for the benefit of
consumers, both within and outside the UK. …to
make markets work
well for consumers, businesses
Ø
> BEST
and the economy.’
Its responsibilities include investigating anticompetitive behaviour, and it has extensive law
enforcement powers.
In Spring 2015, the CMA published a study on
UK business awareness of competition law,
anti-competitive behaviours, and the penalties
for violations. The study included interviews
with more than 1,000 senior sales people. On
average, they correctly identified only 4.2 of the
ten true/false statements presented to them.

2,56

Source: The BDO International Business Compass 2018 (http://www.bdo-ibc.com/home)
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The two main types of anti-competitive activity
prohibited in law are:

* Source: INSEAD www.insead.edu

serious
consequences
•Non-compliance
Ireland has onecan
of have
the most
educated
for workforces
both companies
individuals,
in theand
world.
The shareincluding:
of
25–34 year olds in Ireland with a third level
• Substantial ﬁnes (up to 10% of group
qualification is 52%, compared to an OECD
turnover)
average of 43%
• Void and/or unenforceable commercial
• Ireland has the youngest population in
agreements
Europe
• Civil damages
• According to the annual IMD World
(WCY)
Ireland is
• Competitiveness
Individual criminalYearbook
sanctions
for serious
the
2nd most
competitive
economy in in
the
breaches
(particularly
for engagement
EU,
theactivity,
6th most
competitive
economy
in
cartel
with
the possibility
of up to
the
and
the 3rd
bestsubstantial
economy in
the
ﬁve world
years in
prison
and/or
ﬁnes)
world for business efficiency
• Director disqualiﬁcation
• Ireland continued its strong upward trend in
• Reputational damage arising from lengthy
competitiveness in 2017, ranking in first place
investigations.
in a number of categories including national
culture,
Body
text. labour productivity and attitudes
towards globalisation
• The Government’s technology skills action
plan aims to make Ireland a global leader in
technology talent and skills
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IRELAND

INFRASTRUCTURE

Air

Sea

TRANSPORT

Ireland has excellent international connectivity
from major airports distributed across the
country at:

Irish port traffic accounts for over 90% of
imports and exports moved in and out of Ireland
and facilitates an annual average of 4.5 million
foot and car passengers.

As Ireland’s capital city, Dublin
benefits from exceptional
infrastructure. It is serviced by
an impressive road network,
several ports, Irish Rail and
Luas, Dublin International
Airport and an integrated
city centre public transport
system. Dublin also benefits
from extensive and robust
telecommunications
infrastructure and connectivity.
Ireland has extensive transport
links to Europe and the rest of
the world.
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• Dublin
• Cork
• Shannon
• Knock
Dublin and Shannon are the only
airports in Europe where border
preclearance facilities for the
United States are offered.

Due to the heavy reliance on maritime routes
in and out of Ireland, an efficient national port
infrastructure plays a vital role in the day-to-day
functioning of trade and travel for people and
commodities on the island of Ireland.
There are three ports in Northern Ireland and
13 ports in the Republic of Ireland that offer
transport services, facilities and maritime supply
chain solutions to a number of industry sectors.
Dublin Port handles almost 50% of the Republic
of Ireland’s trade, two thirds of all containerised
trade and is the largest of the three base ports
on the island of Ireland, the others
being Belfast and Cork.

HOW – long it takes to travel by train
from Dublin to:
Cork

2 hours 30 minutes

Limerick

2 hours 10 minutes

Galway

2 hours 20 minutes

Belfast

2 hours 15 minutes
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CORK

GALWAY

BELFAST

Dublin

LIMERICK

KILOMETRES

DIGITAL

DUBLIN

Roads

-

202

260

208

165

Limerick

202

-

99

108

363

Cork

260

99

-

195

261

Galway

208

108

195

-

202

Belfast

165

363

261

202

-

Ireland has one of the most advanced and
competitive telecommunications infrastructures
in Europe. The telecommunications market is
fully de-regulated and numerous companies
have entered the market. Large investments in
recent years have resulted in state-of-the-art
optical networks with world-class national and
international connectivity.
From an international cost comparison
perspective, Ireland ranks in first place for
mobile business broadband (out of the six
OECD countries: Spain, Netherlands, Germany,
Denmark, UK and Ireland). The average price in
Ireland is 37% cheaper than the average price
for all of the countries included in the analysis.
The Government has committed to ensuring
that all premises in Ireland can access high-speed
broadband under the National Broadband Plan.
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REGULATORY ENVIRONMENT
IRELAND AND EUROPEAN UNION

Ireland is part of the EU Single
Market and a member of the
Eurozone.

EU membership is based on four pillars of
freedom:
• The free movement of goods
• The free movement of services and
freedom of establishment
• The free movement of persons
(and citizenship) including the free
movement of workers
• The free movement of capital
These four freedoms are intended to improve
the competitiveness of all 28 EU Member
States involved in the Single Market. As the
UK is in negotiations to leave the EU, there is
uncertainty as to the level of impact that Brexit
will have on trading and the Republic of Ireland’s
land border with Northern Ireland, which is part
of the UK.

MONEY LAUNDERING
Money laundering has been treated as a very
serious offence since the passing of the Criminal
Justice Act in 1994.
The Criminal Justice (Money Laundering and
Terrorist Financing) Acts 2010 & 2013 updates
Irish anti-money laundering and terrorist
financing legislation and brings it in line with
the requirements of the third EU Anti-Money
Laundering Directive (2005/60/EC).
Ireland is also obliged to implement certain
recommendations of the Financial Action Task
Force (FATF) the international anti-money
laundering and anti-terrorist financing body.
The Anti-Money Laundering Compliance Unit
(AMLCU) has been established within the
Department of Justice and Equality. The AMCLU
administers and monitors designated persons
that are assigned by the Act to the Minister for
Justice and Equality.
Section 7 of the Act defines a money laundering
offence in terms of property that is the
“proceeds of criminal conduct”.
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Offences are committed where a person knows
or believes that the property represents the
proceeds of criminal conduct and the person is
involved in:
• Concealing or disguising the true nature,
source, location, disposition, movement or
ownership of the property
• Converting, transferring, handling, acquiring,
possessing or using the property or
• Removing the property from, or bringing the
property into, the State
A conviction on charges of money laundering
carries a maximum penalty of 14 years
imprisonment. It is also an offence for a person
to provide advice or assistance to anyone
engaged in money laundering.
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COMPETITION POLICY

DATA PROTECTION AND GDPR
The Data Protection Commission (DPC) is the
national independent authority in Ireland with
responsibility for protecting individual rights
to data protection and regulating the many
organisations based in Ireland who process
data in business. From 25 May 2018, the key
legislative frameworks are:
• The General Data Protection Regulation
(GDPR)(Regulation (EU) 2016/679)
• The ‘Law Enforcement Directive’ (Directive
(EU) 2016/680) which has been transposed
into Irish law by way of the Data Protection
Act 2018
• Data Protection Act 2018
• The 2011 e-Privacy Regulations
• The Data Protection Acts 1988 and 2003.
A new EU-wide framework known as the
General Data Protection Regulation (GDPR)
came into force across the EU on 25 May 2018.
An accompanying Directive establishes data
protection standards in the area of criminal
offences and penalties. This is known as the Law
Enforcement Directive.
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The GDPR and the law enforcement Directive
provide for significant reforms to previous
data protection rules. They provide for higher
standards of data protection for individuals and
impose increased obligations on organisations
that process personal data. They also increase
the range of possible sanctions for infringements
of these rules.
Under the GDPR, each EU Member State must
have one or more independent public authorities
responsible for monitoring the application of the
Regulation. In Ireland, this supervisory authority
is the Data Protection Commission. The
European data protection supervisory authority
is responsible for ensuring that the GDPR is
applied consistently across the EU.
For further details of data protection visit www.
dataprotection.ie

Irish competition law is detailed in various
pieces of legislation. This legislation is referred
to collectively as the Competition Acts 2002
to 2014. Competition law prohibits businesses
from entering into anticompetitive agreements
or concerted engagement practises. Where this
behaviour extends to other EU Member States,
it is prohibited by Articles 101 and 102 of the
Treaty on the Functioning of the European Union
(TFEU).
The Competition Act lists some specific types of
behaviour that are expressly prohibited:
• The abuse by a firm of a dominant position
• Fixing prices
• Limiting or controlling production or markets
• Applying dissimilar conditions to equivalent
transactions with other trading parties
• Making the conclusion of contracts subject
to acceptance by the other parties of
supplementary obligations that, by their
nature or according to commercial usage,
have no connection with the subject of such
contracts.

The Competition and Consumer Protection
Commission (CCPC) was established on 31
October 2014 under the Competition and
Consumer Protection Act 2014 (2014 Act).
The CPCC’s statutory functions includes
enforcing competition and consumer protection
law, promoting competition and encouraging
compliance with competition and consumer
protection law by publishing practical guidance
on how to comply with the law. The CCPC is
also responsible for promoting compliance with
a new regulatory regime in the grocery sector.
In Ireland, businesses or individuals that breach
competition law may be subject to civil or
criminal sanctions. A business can be fined up
to €5 million or 10% of its annual business
turnover, whichever is greater, if convicted on
indictment. An individual found guilty of an
offence on indictment can be fined up to €5
million or 10% of his or her annual individual
turnover, whichever is greater. An individual can
also be imprisoned for up to 10 years.

CONTENT
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CHOOSING AND SETTING UP A BUSINESS STRUCTURE

Anyone wishing to set up
business operations in Ireland
for the first time has a number
of options for structuring those
operations. There are a number
of different types of Irish legal
entities that can be used.
Many will have different legal
and reporting consequences.
Different types of entities
can also have different Irish
and homecountry taxation
consequences.
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OVERVIEW

ESTABLISHING A LEGAL ENTITY IN IRELAND

This chapter gives an overview of the types of
business entities that are available in Ireland
and the relevant registration and reporting
requirements. It also describes and expands
upon the following commonly used business
structures:

Irish law caters for several types of company
structures that are easy to establish. Non-Irish
nationals or non-Irish residents may hold shares
in an Irish company.

1.

Private limited liability company

2.

Branches

3.

Public limited company

4.

Limited by guarantee

5.

Unlimited company

6.

Partnership

7.

Other Structures.

There are, for the most part, no minimum share
capital requirements. Incorporation can typically
be achieved within five working days.
For both private and public limited liability companies, the liability of members is limited to the
amount, if any, unpaid on shares held by them.

chapter 02
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BUSINESS STRUCTURES
PRIVATE LIMITED LIABILITY COMPANIES
Private limited companies are the most popular
form of business structure. There are two forms
of private limited companies – the model form
known as the private company limited by shares
(LTD) and the designated activity company
(DAC). Both can have up to 149 members. It is
possible to have a single member LTD and the
LTD may have one director, in which case the
company secretary must be a separate person.
A DAC must have at least two directors and
a company secretary (who may be one of the
directors). A DAC can by limited by shares or
limited by guarantee with a share capital. The
minimum share capital requirement is nominal.
DAC limited by guarantee companies are normally seen in not-for-profit ventures or sporting,
charitable or representative organisations.
Branches
A foreign limited company that carries on
business in Ireland can establish a branch in
Ireland without incorporating an Irish company
subject to filing certain information in the
Companies Registration Office (CRO). The
information to be filed includes copies of the
company’s constitutional documents, accounts,
details of its directors and company secretary. It
must also file the name of the person resident in

15

Ireland authorised to accept service of process
on behalf of the company and the name of
the person resident in Ireland responsible for
ensuring compliance with the provisions of EU
branch regulations.
PUBLIC LIMITED COMPANIES
More popular among large companies, a public
limited liability company (plc) can look to the
public for finance and can trade on the stock
market. It also may have one shareholder and
must have at least two directors and a company
secretary (who may be a director). The minimum
allotted share capital for a plc is €25,000, of
which 25% must be paid up before the company
commences business or exercises any borrowing
powers. The 2014 Act codified directors’ duties
in a non-exhaustive list and introduced a new
obligation for directors of plcs and large private
companies to prepare an annual compliance
statement in relation to company and tax law
and to review compliance measures annually.
LIMITED BY GUARANTEE
As a guarantee company does not have a share
capital the members are not required to buy
any shares in the company. Many charitable and
professional bodies find this form of company
to be a suitable vehicle as they wish to secure
the benefits of separate legal personality and of
limited liability but do not require the raising of
funds from members.

UNLIMITED COMPANIES
As its name suggests, the shareholders have
unlimited liability for the debts of the company.
Companies with unlimited liability may have
one shareholder but must have at least two
directors and a company secretary (who may be
a director). An unlimited company can be either
public or private with a share capital, or public
without a share capital.
PARTNERSHIPS
A partnership is where a minimum of two
persons conduct business with a view to making
a profit. It must consist of at least two persons
and there is normally a maximum of 20.
Certain financial partnerships may however have
up to 50 members. A partnership can be made
up of natural persons and bodies corporate. It
is not a separate legal entity - that is to say, a
partnership has no legal personality, separate
and distinct from the various partners which
comprise the partnership. A partnership that
adopts a name that does not consist of true
names of the partners without any addition
must register the name as a Business Name.
The Limited Partnership Act 1907 facilitates
the creation of a partnership in which some
members have limited liability for the debts
of the firm. Their liability is limited to the
extent of their contribution. As with a general

partnership, a limited partnership is not a
separate legal entity.
A limited partnership must consist of at least
one general partner and one limited partner.
The partnership should not consist of more than
20 persons or, if carrying on the business of
banking, of more than 10 persons. The general
partner(s) is/are liable for all the debts and
obligations of the firm. The limited partners
contribute a stated amount of capital and
are not liable for the debts of the partnership
beyond the amount contributed.
6. OTHER STRUCTURES
Societas Europea (SE)
An SE is a public limited liability company
established in any EU Member State. Both
its registered office and head office must be
located in the same Member State.
An SE can be formed by merger or as a holding
or subsidiary SE or by conversion of a plc to an
SE. An SE must have members from different
Member States unless an SE itself is setting up a
subsidiary SE.
European Economic Interest Grouping (EEIG)
Irish companies may form EEIGs with other
EU companies in order to undertake specific
activities both within and outside the EU. EEIGs
have unlimited liability.
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Undertakings for Collective Investment in
Transferable Securities (UCITS)
UCITS are public limited companies formed
under EU Regulation.
CROSS-BORDER MERGER
A cross-border merger is where a company
merges with another company or companies
(at least one of which is an EEA company)
under EU Regulation (Statutory Instrument
157 of 2008) and can involve the formation
of a new company. A cross-border merger can
be achieved in several ways, each with specific
requirements: merger by acquisition; merger
by formation of a new company; or merger by
absorption.

INCORPORATING A COMPANY
To incorporate an Irish company, the following
documents must be filed with the CRO:
• Company’s constitutional documents
• Form A1.
A new private limited company can be
incorporated within approximately five working
days under an express incorporation scheme.
Company names may be reserved for a period
of up to 56 days in advance of incorporation.
The CRO may refuse a name if it is identical, or
too similar, to the name of an existing company,
if it is offensive or if it would suggest State
sponsorship. Names that are phonetically and/
or visually similar to existing company names
may also be refused by the CRO. A company
will not be incorporated in Ireland unless the
company will carry on an activity in Ireland. A
declaration confirming this must be completed
and filed with the incorporation documents at
the CRO.
The minimum capital requirement for an Irish
private company is nominal and shares can
be denominated in any currency. Every Irish
incorporated company is required to have one
EEA resident director unless it holds a surety
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bond to the value of approx. €25,000 or the
Revenue Commissioners have certified it has
a real and continuous link with one or more
economic activities in Ireland. A corporation
is not eligible to be a director, but may be the
company secretary.
A company has certain ongoing statutory
obligations, including:
Maintenance of Statutory Registers
Various statutory registers and books of account
must be maintained by a company under Irish
company law. The registers required include:
register of members, register of directors and
secretaries, register of directors’ and secretaries’
interests in shares and debentures, and a register
of debenture holders. A company is also obliged
to keep minutes of its general meetings and the
directors are also under an obligation to keep
minutes of directors’ meetings.
Certain registers are open to inspection by
members of the general public. In addition, Irish
company law requires the directors to prepare
financial statements for each financial year that
give a true and fair view of the state of affairs
of the company and of the profit or loss of the
company for that period.

In preparing those financial statements, the
directors are required to:
• Select suitable accounting policies and apply
them consistently
• Make judgements and estimates that are
reasonable and prudent, and
• Prepare the financial statements on a going
concern basis, unless it is inappropriate to
presume that the company will continue in
business.
Holding of first Annual General Meeting
(AGM)
It must hold its first AGM within 18 months of
incorporation and AGMs thereafter at intervals
of not more than fifteen months (this may be
dispensed with by LTDs and single member
DACs).
File Annual Return
An annual return must be filed with the CRO
together with the relevant accounts, made up to
a date not more than nine months earlier than
the date of the annual return. The first Annual
Return Date (ARD) is six months after the date
of incorporation and each subsequent ARD is
the anniversary of the first ARD.
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Present Accounts at AGM

KEY TAX PRINCIPLES

It must present the company’s accounts to the
members of the company for consideration at
the AGM.

12.5% CORPORATION TAX RATE

The requirement to file and/or audit accounts
are relaxed for smaller companies. Companies
are required to keep proper books of account.
Audit financial statements
The annual financial statements of Irish
companies are required to be audited by a
registered auditor unless entitled to audit
exemption. The audit includes an examination,
on a test basis, of evidence relevant to the
amounts and disclosures in the financial
statements. It also includes an assessment of the
significant estimates and judgements made by
the directors in the preparation of the financial
statements, and of whether the accounting
policies are appropriate to the company’s
circumstances are consistently applied and
adequately disclosed. There are exemptions from
audit for certain smaller companies. The 2014
Act extended the audit exemption to certain
group structures and to dormant companies.
Irish legislation requires auditors to report to
the relevant authority certain instances of
their clients, or officers, committing indictable
offences under Irish company law and to
report any suspicions of theft, fraud or money
laundering in their client companies.
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Ireland offers one of the lowest headline
corporation tax rates globally with profits from
Irish trading activities taxed at 12.5%. A certain
level of outsourcing of activity should not of
itself pollute the entitlement to the 12.5%
rate; however, active oversight in Ireland of the
outsourced activities is necessary. Qualifying
dividends paid out of certain foreign source
trading profits can also be taxed at 12.5% with a
tax credit for underlying tax suffered, i.e., there
is often a low or effective zero rate of Irish tax on
such foreign source dividends. Non-qualifying
foreign dividends and passive income is taxed at
25%. Irish source dividends are not subject to
Irish corporation tax.
Closely held companies (ultimately owned
by five or fewer participators) are subject to a
20% surcharge on certain undistributed passive
income.
TRANSFER PRICING
Ireland’s transfer pricing regime is based on
OECD principles, and requires that arm’s length
prices are applied to trading transactions
between connected parties. Exemptions are
available to businesses qualifying as SMEs on a
worldwide group basis.

TAX DEPRECIATION FOR INTELLECTUAL
PROPERTY (IP)
Irish tax law permits a tax deduction against
income from managing, developing or exploiting
IP for the cost of acquiring a wide range of intangibles including patents, copyrights, trademarks,
customer lists and associated goodwill. The tax
deduction is provided in line with the accounting
write off of the IP unless an election is made to
write it off over a 15-year period.
The aggregate amount of tax depreciation and
related interest expense is capped at 80% of the
associated annual income.
Many types of IP may be bought or sold free of
Irish stamp duty. There should be no clawback of
depreciation claimed if the IP is sold after five years.
REFUNDABLE CREDIT RELIEF FOR R&D
EXPENDITURE
Ireland operates a refundable credit of 25% of
the qualifying spend on R&D expenditure by
trading companies. The tax credit may be offset
against a company’s corporation tax liability in
the year in which it was incurred. Where there
is insufficient corporation tax payable to fully
utilise the credit, a refund may be sought. Excess
credits may also be carried forward. In effect, a
company may achieve a reduction of 37.5% for
qualifying R&D spend.

KNOWLEDGE DEVELOPMENT BOX
A ‘best in class’ Knowledge Development Box
(KDB) was introduced by the Department of
Finance in 2016. If a company qualifies for KDB,
it may be entitled to a deduction equal to 50%
of its qualifying profits. This means its qualifying
profits may be taxed at an effective 6.25% rate.
TAX TREATY NETWORK
Treaty relief is usually available to reduce
or eliminate withholding taxes. Ireland now
has 74 signed treaties, 73 of which are in
effect, with many more under various stages
of negotiation. Also, EU Directives, such as
the Parent-Subsidiary Directive, may provide
automatic exemption from withholding tax on
certain payments between qualifying connected
companies.
A number of domestic exemptions (including
dividend withholding tax and interest
withholding tax) are also available.
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WITHHOLDING TAX ON OUTBOUND
ROYALTIES
Other than patent royalties and annual
payments, outbound royalty payments should
not be subject to withholding tax in Ireland.
THIN CAP
Ireland does not operate dedicated thin
capitalisation rules. There are restrictions around
certain interest deductions that operate as
an effective thin cap, and care is required in
structuring financing arrangements to ensure
valid entitlement to tax relief on financing costs.
CONTROLLED FOREIGN CORPORATION (CFC)
RULES
In line with EU ATAD requirements Ireland has
introduced CFC rules with effect from 1 January
2019.
HOLDING COMPANY REGIME
With correct structuring, it is possible to avoid
incremental tax in Ireland on inbound dividends
from subsidiaries. In most cases, credit relief is
available for foreign withholding and underlying
taxes. Ireland also has a substantial shareholding
exemption for capital gains tax (CGT) purposes
on the disposal of certain shareholdings.
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ATTRACTING/RETAINING KEY PERSONNEL

VALUE ADDED TAX (VAT)

Measures including the Special Assignee Relief
Programme (SARP) and the Foreign Earnings
Deduction (FED) are available to enhance
Ireland as a base for key senior personnel.

VAT operates as a turnover tax on all relevant
supplies up to a point of final consumption
or deemed consumption. This means that a
taxable business must account for relevant VAT
liabilities in respect of its Irish-based taxable
turnover but has the right to claim a deduction
for VAT incurred on its own purchases,
acquisitions and importations in respect of
which Irish VAT is borne. Ireland’s VAT regime is
dictated by EU legislation with the result that
Ireland’s VAT system is broadly in line with the
pan-European harmonised system. The current
rates of VAT are 0%, 4.8%, 5.2%, 9%, 13.5%
and 23%. The standard rate of 23% is applicable
unless one of the other rates is specified.

The SARP is a relief from a portion of Irish
income tax for high-earning personnel relocated into Ireland by foreign employers.
Finance Act 2018 has introduced an earnings
cap of €1m for an employee who first arrives
in Ireland on or after 1 January 2019. For an
employee who first arrived before 1 January
2019, the earnings cap will apply in 2020 with
no cap in 2019. Application for SARP relief needs
to be made within 30 days of the employee’s
arrival in Ireland
The FED allows a deduction from Irish income
tax for Irish resident personnel making visits to
develop business in designated countries. The
BRICS countries, Mexico, the UAE, and Japan are
among the jurisdictions that qualify.

Ireland operates a special VAT incentive for
exporters of goods. Entities located in Ireland
that supply in excess of 75% of their products
to other EU locations or export to non-EU
jurisdictions may qualify for authorisation to
purchase most goods and services at the 0%
rate of VAT. This can provide a substantial cash
flow advantage for companies establishing their
Europe Middle East and Africa (EMEA) region
operations in Ireland.

In general, VAT applies on all imports of goods
from outside of the EU, the supply of goods
and services within Ireland and to services
received in Ireland from suppliers outside
Ireland. Most categories of services supplied to
customers located outside of Ireland may not be
chargeable to Irish VAT as the place of supply is
deemed to be outside of Ireland.
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STAMP DUTY/CAPITAL DUTY

PAYROLL TAXES

CAPITAL ACQUISITIONS TAX (CAT)

Stamp duty may arise on written instruments
that are executed in Ireland and on written
instruments relating to Irish property or relating
to something done or to be done in Ireland.
The rate of stamp duty varies depending on the
nature of the underlying assets. Generally, the
transfer of shares attracts a 1% rate of stamp
duty, whilst transfers of commercial land and
buildings attract stamp duty of up to 6%. Shares
in certain land owning companies may also be
subject to the 6% rate. Stamp duty is payable
by the purchaser. Transfers of certain intellectual
property rights are exempt from stamp duty.
There are significant reliefs from stamp duty on
the transfer of assets intra group and in merger
and group reorganisation situations. No capital
duty arises on the issue of shares by an Irish
company.

Employment income in Ireland is subject to
a withholding tax known as the Pay As You
Earn (PAYE) system. This PAYE system must
be operated by employers and is effectively
designed to equate the tax withheld by the
employer with the final liability of the employee
in respect of his/her employment income for the
relevant tax year.

It is important for any non-domiciled person
considering moving to Ireland to note the potential exposure to CAT. CAT is the generic name
for the tax imposed on gifts and inheritances in
Ireland, which is charged at 33%.

Pay Related Social Insurance (PRSI) is another
payroll tax operated by employers. Unlike PAYE,
however, PRSI is paid partly by the employer
and partly by the employee. The employer’s
contribution is generally 10.95% of the relevant
employee’s salary, while employees generally
pay 4% of their salary. Employees will also pay a
universal social charge of between 0.5% and 8%
depending on the amount of income earned.

CAT is imposed on any Irish situate assets
comprised in a gift or inheritance. CAT also
applies to non-Irish situate property where, at
the time of the gift or inheritance, either the
donor or beneficiary is resident or ordinarily
resident in Ireland.
The level of tax imposed will depend on the
degree of relationship between the beneficiary
and the disponer.
There is a statutory relief for non-domiciled
individuals. They will not be deemed to be

resident for CAT purposes unless they have
been resident for five consecutive tax years at
the relevant time. Where a non-domiciled Irish
resident has been resident in Ireland for five
consecutive years that person will be within the
Irish CAT charge on their worldwide estates, as
will any trusts of which they are the settlor.
link
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OVERVIEW
Buying an existing company may be a quick
way to acquire a profitable business with
an established customer base, goodwill and
supplier relationships. However, costs and risks
need to be taken into consideration.
THE IRISH MARKET
Ireland has one of the most mature mergers
and acquisitions markets in the world, with
experienced advisers, a clear legal system,
exceptional talent, access to funding, and wellestablished customs and practice.
Ireland also benefits from being part of the
EU Single Market, and having close relations
with the US and many of the fastest growing
economies on the planet. A culture of
entrepreneurial and innovative thinking further
contributes to making Irish companies a natural
target for international investors.
KEY STEPS
Once a business has a clear idea of what sort
of Irish enterprise they are interested in, there
are numerous advisers such as BDO who can
help a potential buyer to map the market and
identify potential investments. Having identified
a target, those advisers can then facilitate an
introduction while maintaining confidentiality
for the potential buyer, and provide support
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around the valuation and transaction
structuring.
The identification of the target and negotiation
of the terms will usually be based on limited
information, provided by the target through its
advisers. A formal ‘due diligence’ process allows
the buyer’s advisers to find out more about the
business and subject the information available
to independent scrutiny to give the buyer a clear
understanding of the target’s viability and value.
DUE DILIGENCE
It is common for vendors to commission
independent vendor due diligence for potential
investors. It is equally common for potential
investors to engage an adviser to comment on
and ‘top up’ this work and suggest what legal
protection should be sought through warranties
and indemnities to be incorporated in the
acquisition agreement.
The value of a comprehensive due diligence
process would be hard to overstate. It can
ensure that prospective purchasers know all the
pros and cons of the business that they intend to
buy before the transfer is completed.
The BDO Transaction Services team focuses
on establishing the precise reason for the
investigation from the outset and works with
you in tailoring it to meet your needs.

WIDER CONSIDERATIONS
The consideration of a suitable acquisition
candidate clearly involves a wider range of
issues than are detailed in this section. The
compatibility of systems and processes,
corporate culture and management style
are just a few. The full scoping of these
considerations is a key value add that an expert
adviser can bring to the process.
KEY INBOUND TAX CONSIDERATIONS
There are a number of tax implications that
may influence how investors structure the
acquisition of an existing operating company.
Some consideration of the vendor’s tax
position is necessary. In effect, the more a
purchaser understands the vendor’s position
and motivations, the easier it is to negotiate
acquisition terms that are acceptable to all
parties.
WHAT TO BUY: ASSET PURCHASE VS. SHARE
PURCHASE
There are essentially two methods of carrying
out the transaction:
• A share purchase
• A purchase of the assets and liabilities of the
business.
It is more common in practice to see

acquisitions structured as a share purchase
than as a trade and assets deal. Although
there may be other commercial and practical
considerations, from a tax perspective the
primary reason for this is the availability for the
vendor of a tax-efficient exit.
The purchase of assets and liabilities approach
to buying a business, on the other hand, has the
advantage of allowing the purchaser to choose
which assets they buy and which liabilities they
will not take on.
DEFIINING THE DIFFERENCE
• A share purchase involves the acquisition of
all of the shares in the company that owns
and operates the business.
–– All assets and liabilities pass as part of the
share transaction, making it particularly
important to have a full understanding
of the impact of those liabilities further
down the road.
• A business or asset purchase involves the
acquisition of the specific assets that make
up the business.
–– The purchaser runs the risk of being
challenged subsequently by a creditor
who has not been paid and whose liability
has not been taken on as part of the
purchase.
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WHAT - is for sale?
If you are the vendor and are planning on
selling only a division of your business,
it may be more practical to structure
the transaction as an asset purchase.
Otherwise, it will be necessary first to
set up a new company and transfer the
relevant division to the newly formed
company, following which the shares in
that company can be acquired by the buyer.

LIABILITIES

EMPLOYEES

If a company is sold by share sale, all of the
liabilities of the business remain with the
company and a vendor’s post-sale liability
will usually be limited to the warranties and
indemnities given to the buyer.

In a sale, the employees continue to be
employed by the company being sold and their
status remains unchanged. In an asset sale,
the new owner is legally obliged to take on
the seller’s employees on identical terms and
conditions.

If the asset sale route is chosen and the liabilities
of the business are not specifically transferred to
the buyer, they then remain with the company,
meaning that ultimately the new owner will
have to deal with them.
TAX

ADDITIONAL CONSIDERATIONS
VAT IMPLICATIONS
If assets (such as property, plant and equipment)
are sold then VAT may be chargeable on the
sale of those assets at the appropriate rate.
However, where a transfer of a trade is taking
place, it may be possible to claim the transfer of
a business as a going concern exemption.

Before deciding whether to go down the share
purchase or asset purchase route, it is important
to obtain tax advice, as this will often be the
main driver in deciding the structure.
The base cost of the shares or assets and the
tax efficiency of who receives the consideration
(the vendor or their company) are tax factors
for a seller. The main buyer tax is stamp duty,
which is 1% on shares, (6% on certain land
owning companies and funds) or 6% on most
other assets.

The seller and buyer are also obliged to notify or
consult with employees in connection with the
proposed transfer, normally 30 days before the
transfer is carried out. It is very difficult to make
an employee redundant as part of a transfer, as
it will normally constitute an unfair dismissal.
IMPORTANCE OF ADVISERS
As a pragmatic, commercially focused and
highly experienced team, BDO Corporate
Finance can provide excellent advice to you
through the wide suite of services we offer.
Our team have been very active in advising and
supporting clients on their acquisition strategy.
BDO Corporate Finance project manage the
entire process from initial planning through to
integration.
link
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HOW TO FINANCE THE ACQUISITION

THE BASIC OPTIONS

ALTERNATIVE FUNDING

SOURCES OF FINANCE – DEBT

Ireland is a highly developed economy and
many diverse sources of funding are available
to businesses although stringent vetting
and security is often required. There are a
wide range of financial institutions that offer
business finance in different ways, ranging
from traditional banks through to peer- to-peer
lending and online platforms.

For traditional financing, security is usually
required by the lending institution with a charge
being taken over one or more of the company’s
assets (see below). Depending upon the
company’s risk profile and credit rating, personal
guarantees may be also required.

Alternative funding sources have become more
prominent and are likely to play a key role in
both the funding of and scaling-up of indigenous
SMEs, particularly those with a strong export
offering. In some cases, they will also play a role
in transforming these businesses into dynamic
corporate entities.

For a business that requires capital to finance its
operations and investment in fixed assets, there
are a number of different sources of finance
available, each with their own advantages and
disadvantages.

The funding landscape can be divided into the
following five categories
• Equity funds
• Bank funding
• Non-bank funding
• Government SME supports
• Alternative funding options.

A simple option is to negotiate an overdraft
facility on current accounts, although security
may be required, as with loans. Overdrafts are
usually repayable on demand and charges can
be higher than other borrowing.
The management of cashflow in a trading
business can be assisted by debt factoring. The
general principle is that the supplier company
sells the right to receive the invoice amount to
the factoring company in return for a percentage
of the face value of the debt, receivable
immediately. The full debt is later collected
either by the factor or the supplier. Costs and
the percentage paid will vary depending upon
the nature of the trade debtors.
Reducing capital costs is a key consideration in
financing a business. Often, businesses starting
out do not want to incur large initial capital
expenditure meaning that leasing is a widely
used method of acquiring assets.
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The framework for this new landscape has been
provided by Government through the Ireland
Strategic Investment Fund (ISIF). Funds like
the BDO Development Capital Fund also
represent an important component of this
landscape.
While businesses in Ireland find themselves in
a much more diverse funding landscape than
was the case a number of years ago, there can
be some resistance to exploring the opportunity
that alternative funding represents. An idea
often prevalent among more traditional and
family-owned businesses is that alternative
funding will lead to a dilution of ownership.
The reality of many such forms of funding is that
they are focused on keeping management in the
driving seat of the business.

A secured loan is a loan obtained with the use of
property or other business assets as security for
the loan. Borrowers will need to have a suitable
credit rating to be approved for a secured loan.
The bank will set a term for the loan along
with a schedule of repayments (amortisation)
and lending covenants that must be complied
with. Occasionally, it may be possible to agree
a single bullet repayment at the end of the
loan, or a mixture of amortisation and bullet.
The bank will want to see a business plan
covering the use of the loan, including financial
projections and supporting documents, such
as tax returns, bank statements, credit history
and other financial information. Loans may be
fixed rate or floating rate, and will usually have
an arrangement fee and a margin over base
lending rate.
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SECURED LOANS (cont.)

SOURCE OF FINANCE – EQUITY

Advantages

VENTURE CAPITAL OR PRIVATE EQUITY

• Relatively cheap source of finance

Private equity investors are institutions that
invest in companies where they can see a
growth opportunity evidenced by a compelling
business plan.

• Interest is usually a deduction for tax.
Disadvantages
• Not achieving the funding target may mean
returning any pledged amounts to funders
• Failed applications can risk damage to the
reputation of the business
• Getting the rewards or returns wrong could
mean giving away too much of the business
to funders
• Having to communicate with a large number
of disparate funders may be time consuming
and difficult
• The need to make repayments over the
life of the loan along with set-up costs and
documentation required to obtain
• The quantum may be limited by the amount
of security, profits and covenants
• Aside from property, loans are not usually for
periods of longer than five years.
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Private equity investors look for a strong
management team, a large potential market
and a unique product or service with strong
competitive advantage. Some will take a
minority investment in a company, while others
may prefer a controlling interest. In any event,
they will have some legal form of investor rights
and protections as they are not actively involved
in managing the company.
Advantages
• Private equity investors will usually come
with the capacity to add additional funding in
the future which allows for future expansion
opportunities and the ability to up-scale the
business
• They may also have other investments where
some mutual business benefits could be
obtained.

Disadvantages
• Some equity sources are more private equity
in nature, preferring to invest in more mature
businesses than start-ups or early stage
businesses
• They are returns and exit driven meaning
that they will need to agree a valuation and
a share of the equity that will deliver their
required return (typically two to three times
their investment and more for an earlier
stage company), and will require an exit in a
typical three to five-year investment horizon.
If the purchaser is not buying the business
wholly with cash, assessing whether it is better
to fund the purchase with borrowing or through
a share issue is vital because it can have a
significant impact on short- term costs and the
overall return from the investment.

link
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STATUTORY ACCOUNTING REQUIREMENTS AND PRINCIPLES
REQUIREMENT TO KEEP ACCOUNTING RECORDS

Irish law requires companies
to keep adequate accounting
records, and prepare accounts
for each financial year which
must be filed with the CRO.

There is no specific legal requirement for sole
proprietors to keep accounting records.
However, tax legislation requires the retention
of records used in the completion of tax returns,
and these must be adequate to support the
figures shown on the tax return. Partnerships
must keep records of all receipts and payments,
and all sales and purchases of goods.
Generally, tax legislation requires that
accounting records be kept for at least six years.
If accounting records are kept outside the State,
accounts and returns sufficient to disclose the
financial position of the business and to enable
directors to prepare a balance sheet and a profit
and loss account, must be sent to and kept in
Ireland.
The Companies Act 2014 doesn’t specify the
form in which the accounting records are to be
kept, but they must be sufficient to:
• Correctly record and explain the company’s
transactions (i.e., all sums of money received
and expended, and the reason for the
receipts or expenditure)
• Disclose with reasonable accuracy, at any
time, the company’s financial position (its
assets and liabilities) at that time
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• Enable the directors to ensure that any
accounts required to be prepared comply
with the requirements of the Act, and
• Enable those financial statements of the
company to be audited.
If the company’s business involves dealing in
goods, records must be kept of the following:
• All stock held (inventory) at the date to
which the accounts have been drawn up,
and all stocktaking records from which such
statements have been prepared
• All goods sold and purchased, including the
identity of the buyers and sellers (except
in the case of goods sold in ordinary retail
trade).
If the company’s business involves dealing in
services, records must be kept of the following:
• All services provided and purchased,
including the identity of the buyers and
sellers (except in the case of services
provided or purchased in ordinary retail
trade).
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ACCOUNTING PERIOD
All companies must report in respect of each
financial year-end. Typically, this will be for 12
months but may be up to 18 months if the company has changed its financial year-end. Listed
companies must also prepare half-yearly reports
as required by their respective listing rules.
For all new companies, the first annual return
date is set as the six month anniversary from
the date of incorporation. No accounts are
required to be filed with the first annual
return. The subsequent annual return date will
automatically be the same date each year.
Subsequent annual return dates are successive
periods of 12 months, unless the company elects
to alter its annual return date. It is possible to
shorten an annual return date as required, but
there are limitations on the ability to extend it.
This can be done once every five years and the
financial year end cannot be more than nine
months prior to the annual return date. If accounts for a particular financial year-end become
overdue it is too late to change the annual return.
The CRO must also be notified of the financial
year-end of the company and the company must
notify it of any changes to this date.
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ACCOUNTING FRAMEWORKS FOR DIFFERENT
SIZE COMPANIES
There is an overriding requirement for a
company to prepare accounts for each financial
year that show a true and fair view. A company
is permitted to prepare its accounts under either
Irish GAAP (generally accepted accounting
principles, i.e., Irish reporting standards
and all related rules and guidelines) or IFRS
(International Financial Reporting Standards as
adopted by the EU).
Once a company elects to prepare its accounts
under IFRS, it cannot revert to Irish GAAP,
except in specific circumstances. Companies
listed on a recognised European Stock Exchange
(e.g. Irish or London Stock exchange) or
alternate exchanges such as ESM and AIM
are required to use IFRS in their consolidated
financial statements.
Both accounting frameworks require the
presentation of comparative information.

A company can qualify as a micro-entity, a small company, a medium company or a large company.
The size of the company determines both the legal and accounting options available to individual
accounts as follows:
IFRS

FRS 1011

FRS 1022

FRS 105

Small









Medium









Large







1

Effectively, EU adopted IFRS but with reduced disclosure requirements

2

The main Irish reporting standard

3

 small company applying FRS 102 will follow the standard recognition and measurement
A
principles but is not required to make the same volume of disclosures

Generally, a company will qualify as the respective size if it meets at least two of the three following
conditions for both the current accounting year and the previous accounting year:
MICRO-ENTITY

SMALL

MEDIUM

Turnover

Not more than €700,000

Not more than €12m

Not more than €40m

Balance sheet total

Not more than €350,000

Not more than €6m

Not more than €20m

Number of Employees

Not more than 10

Not more than 50

Not more than 250

Companies that do not meet the criteria to be classed as Small or Medium will qualify as Large
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There are some exclusions where an entity
will not qualify as the respective size despite
meeting the relevant quantitative criteria.
For example, charities, charitable companies
and cannot qualify as micro-entities under
any circumstances, and many companies that
are subsidiary companies will not be eligible.
The exclusions are complex, and entities
would be well advised to discuss their specific
circumstances with an adviser to determine the
correct size classification for their business.
Dormant companies can also claim exemption
but are required to file an abridged balance
sheet and notes with the CRO. A company is
dormant in circumstances where no significant
accounting transactions have arisen during the
financial period.

FINANCIAL STATEMENTS
The directors of a company must prepare a
balance sheet, a profit and loss account and,
in most cases, a cashflow statement for each
financial year. The relevant rule for the size of
the company prescribes the form and content
of the balance sheet, profit and loss account
and additional information to be provided by
way of notes, for example, details of directors’
remuneration.
In addition to the financial statements, the
annual report must include a directors’ report
(unless the company qualifies as a microentity). Where the company is listed on a main
stock exchange it must present, in addition
to a directors’ report and strategic report, a
directors’ remuneration report and a corporate
governance statement.
The accounts may also need to be accompanied
by an auditors’ report.
Small Companies
Companies that qualify as small are entitled to
prepare accounts in accordance with the small
companies’ regime. Although these are still full
accounts, they are in a shorter form. This option
is not available to IFRS reporters or, for example,
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traded companies defined as ‘a company any
of whose transferable securities are admitted
to trading on a regulated market’. However, a
company in the same group as a plc, or an AIMlisted company, may still qualify for the small
companies’ regime (because its own shares are
not traded) provided other relevant criteria are
met. Companies in the same group as a fully
listed company will not, however, qualify for the
small companies’ audit exemption.
Small companies may also elect to prepare and
file ‘abridged’ accounts in place of the ‘shorterform’ full accounts. A company may elect to
prepare for its members an abridged balance
sheet, an abridged profit and loss account, or
both.
Parent Companies
Parent companies must prepare group accounts
consolidating their subsidiaries, unless entitled
to an exemption. Certain companies are
exempt from the requirement to prepare group
accounts. For example, companies that are
themselves included in the group accounts
of a larger group with consolidated financial
statements publicly available are exempt,
subject to conditions.

FILING REQUIREMENTS
Accounts Signatories
A company’s annual report and accounts must
be approved by the board of directors and signed
on its behalf. The accounts must be signed by at
least one director. The directors’ report must be
signed by two directors.
The signature on the accounts must be on the
company’s balance sheet. The date on which
the directors approved the accounts should
be stated, ideally next to the signature on the
balance sheet.
Filing a Public Record
Private limited companies must file their
accounts and reports with the CRO within 28
days of their annual return dates (or 56 days
if they avail of electronic filing) and public
companies within six months of the financial
year-end. For those filed late, private companies
face a penalty of between €100 and €1,200
approx., while plcs could be fined between £750
and £7,500.
Accounts and reports are available for public
inspection, on payment of a small fee, at the
CRO. Quoted companies must file a complete
set of accounts and reports with the CRO (which
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will also include a directors’ remuneration
report), and must also publish their accounts
and reports on a website maintained by the
company, or on its behalf.
These must remain freely available on the
website until the following year’s accounts and
reports are published.
The following exemptions from preparing or
filing accounts are allowed:
• An intermediate parent may be exempt from
preparing group accounts if certain criteria
are met, which include filing the group
accounts in which it is included (see above)
• A dormant company that is a subsidiary may
be exempt from filing accounts if certain
criteria are met, including the giving of a
guarantee by its parent.
Circulation of Accounts
A copy of the accounts, together with the
directors’ report and auditors’ report on those
accounts, must be sent to the shareholders,
debenture holders (if any), and any persons who
are entitled to receive notice of general meetings
(unless the company does not have their current
address). This should happen by no later than the
end of the period for delivering the accounts and
reports or, if earlier, the date on which it actually
delivers its accounts and reports for filing.
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Companies are permitted to send the
accounts and reports to the relevant persons
electronically provided they have received their
consent in advance. A company can either send
the documents to an address notified to the
company by the person, or it can publish the
documents on a website, having advised the
person of the name of the website where the
documents can be accessed.
A public company’s accounts must be laid
before shareholders at a general meeting
(known as an accounts meeting). This is usually
done at the AGM, but any general meeting can
be used for this purpose.
Overseas Companies
Overseas companies with a presence in Ireland
(i.e., an Irish establishment), are required to
register with the CRO. The type of accounts
required for filing in Ireland by the overseas
company will depend on whether it is required
to prepare, have audited, and publicly disclose
its accounts in the country of incorporation.
Companies that are required to publicly disclose
accounts in their home territory must file a copy
of those accounts, together with any directors’
report and auditors’ report, with the Registrar of
Companies.
Overseas companies incorporated within the
EEA that are not required to deliver accounting

documents under their own national law do not
have to file any accounting documents with the
Registrar of Companies.
A company incorporated outside of the EEA
that is not required to disclose accounts publicly
under the law in its country of incorporation
must prepare accounts under one of the
following accounting frameworks:
• The law of the country of incorporation
• IFRS as adopted by the EU.
There is no requirement that the accounts
must be audited, but the accounts must state
whether an audit has been performed. If the
accounts have been audited in accordance
with generally accepted auditing standards, the
accounts must state the name of the body that
issued those standards. If an overseas company
is a parent company, the directors must prepare
group accounts for the year instead of individual
accounts, subject to certain exemptions.

ANNUAL RETURN
An Annual Return must also be filed with the
CRO giving details of a company’s officers and
shareholders as at a certain date, and details
of any transfers of shares since the last annual
return date.
Register of Beneficial Owners
EU Anti-Money Laundering Directives requires
all EU Member States to put into national
law provisions around beneficial ownership
information for corporate and legal entities.
The Department of Finance has advised
that legislation in the near future will assign
separate legal responsibility to the Registrar
of Companies for the establishment and
maintenance of the central register of beneficial
ownership of companies and industrial and
provident societies (I&Ps).

HOW – much does it cost to file an
Annual Return?
A fee of €50 must be paid to file an Annual
Return electronically or €100 if a business
files a paper form. Of course, businesses that
engage a professional adviser to complete and
file the form will also have to pay professional
charges.
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AUDIT REQUIREMENTS

• Meet lenders’ or creditors’ expectations

WHAT IS THE ROLE OF AN AUDITOR?

AUDIT EXEMPTIONS

• Reassure directors that they have met their
accounting responsibilities for the benefit of
shareholders who are not directors

The auditor will examine the accounts and
accounting records of the company, and
prepare a report for the company’s members:
this report will be included in the company’s
published report and accounts. The auditors’
report must state whether the accounts have
been properly prepared in accordance with the
relevant financial reporting framework (e.g.,
IFRS as adopted by the EU); have been prepared
in accordance with the Act; and whether they
give a true and fair view. The auditor must also
report on whether the information given in the
directors’ report and any separate corporate
governance statement, is consistent with those
accounts, and whether the reports have been
prepared in accordance with applicable legal
requirements.

There is no specific requirement under tax
law for the production of audited accounts.
However, Revenue insists on receiving
audited accounts where these are required
by the Companies Act 2014 or other relevant
legislation.
Generally, although subject to specific detailed
exceptions, accounts do not have to be audited
for years ending on or after 1 January 2016 if
the company meets two out of three of the
following tests in two out of three consecutive
years
• Has total assets of less than €6m
• Has total turnover of less than €12m

• Minimise questions from the tax authorities
• Provide feedback to the directors on their
systems and controls, although the auditor
will not necessarily perform a detailed
assessment of the entire system
• Improve the company’s credit rating
• Provide an independent check on the
company’s accounting function
• Get the company used to having audits if
it expects to grow and would need to be
audited in the future.

In forming their opinion, auditors must also
consider whether the following conditions have
been satisfied:

• Has less than 50 employees at the balance
sheet date.
• If there is any doubt, advice should be sought
to determine whether or not the company is
exempt from the audit requirement.
Of course, many entities consider that an audit
is beneficial and will continue to be audited even
where they fall within the exemption. Some
of the main benefits of a company having its
accounts audited are to:
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WHO – needs an audit?
At the time of publication, all Irish
businesses incorporated under the
Companies Act must have their accounts
audited, unless they qualify for exemption.

• Have adequate accounting records been
kept?
• Are the annual accounts in agreement with
the accounting records?
• Have they received all information,
explanations and returns necessary to form
this opinion?

If they are not satisfied on any of these issues,
the auditors must say so in their report. If the
required disclosures for directors’ remuneration
have not been made by the company, the
auditor must, as far as he or she is able to do so,
give that information in his or her report. If the
directors have prepared accounts in accordance
with the small companies’ regime, or prepared
a strategic report or directors’ report in
accordance with small companies’ exemptions
when they are not entitled to do so, the auditor
is required to state that fact in the audit report.
WHO CAN ACT AS AN AUDITOR?
The eligibility and qualifications for acting as an
auditor are set out in company law. Eligibility
is also governed by ethical considerations. An
auditor must be independent of the company,
so a person cannot be appointed as an auditor if
he or she is:
• An officer or employee of the company or an
associated company
• A partner or employee of such a person
• A partnership of which such a person is a
partner.
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APPOINTING AN AUDITOR
Where a company is required to have its
accounts audited, it must appoint an auditor.
An auditor must be appointed for each financial
year of the company. A company’s first auditors
are usually appointed by the directors.
For a public company, the auditor will generally
be appointed before the conclusion of the
accounts meeting at which their re-appointment
is approved.
An auditor’s term of office for a private company
will usually run from the end of the 28-day
period following circulation of the accounts
until the end of the corresponding period in the
following financial year. For a public company,
it will run from the conclusion of the accounts
meeting to the conclusion of the next accounts
meeting. If an auditor of a private company
has not been re-appointed by the end of the
next period for appointing auditors, the current
auditors will be deemed to be re-appointed,
except in certain circumstances.
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CAN AN AUDITOR PROVIDE OTHER
SERVICES?
Yes, subject to observing ethical standards to
ensure that the auditor’s independence is in no
way impaired. There are stricter ethical rules for
auditors of listed companies.
link

BDO Audit
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OVERVIEW OF IRISH TAX REQUIREMENTS

This chapter elaborates
further on some of the key tax
principles set out in chapter
two and gives a brief overview
of the most relevant Irish taxes.
The principal Irish taxes are income tax,
corporation tax, capital acquisitions tax (CAT)
and capital gains tax (CGT). Pay related social
insurance (PRSI) and the universal social
charge (USC) are also charged on salaries and
an individual’s self-employment earnings. In
addition, certain indirect taxes are charged on
transactions entered into by both individuals
and businesses, such as VAT, stamp duty and
customs duty.

WHO – runs the tax system in
Ireland?

The assessment and collection of taxes
in Ireland is administered by the Revenue
Commissioners (Revenue). There are a
number of regionally based tax offices
dealing with taxpayers across the country.
There are also many specialist divisions and
units, including an international division
and a large cases division, which reviews
the more technical areas of Irish tax and
deal with the more substantive or serious
cases. All corporate taxpayers and certain
individuals are required to assess their own
tax liabilities, and are required to make
returns. Returns and payments are made
electronically.
INCOME TAX
Income tax is charged on the total income of
individuals and unincorporated businesses in
each calendar year (i.e., the tax year). In general,
Irish resident individuals are assessed on their
worldwide income, whereas non-resident
individuals are assessed on income arising from
an Irish source (subject to the terms of any
applicable double taxation treaties). Special
rules apply for Irish residents who are legally
domiciled outside of Ireland.
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An individual’s tax liability is calculated by
aggregating all income, deducting relevant
allowances and reliefs, and then applying the
appropriate rates to income over the taxexempt threshold.
CORPORATION TAX
Corporation tax is levied on the worldwide
profits of Irish resident companies and on the
profits of non-resident companies attributable
to a branch or permanent establishment located
in Ireland.
A company is Irish tax resident if it is
incorporated, or its business is centrally
managed and controlled in Ireland. Where a
company is resident in both Ireland and another
country, if there is a double tax agreement
between Ireland and that country, it will need
to be reviewed to determine whether there
is a tiebreaker clause which dictates in which
territory the company is to be treated as
resident for tax purposes.
A company’s taxable profits are based on its
annual accounts. Trading profits are taxed at the
12.5% rate of corporation tax with non-trading or
passive income (e.g. rents) taxed at the 25% rate.
Corporation tax is payable by way of
preliminary tax. The amounts and frequency
of preliminary tax payments depend on the
size of the company for Irish tax purposes.

A ‘small company’ is a company whose tax
liability for the prior period was less than
€200,000. Small companies pay preliminary
tax one month before the end of the taxable
period, with the balance paid on filing the tax
return which is due by the 23rd day of the ninth
month after the end of the taxable period. All
other companies (i.e., ‘large companies’) pay
preliminary tax in two instalments, the first of
which falls due six months and 23 days into the
taxable period with the second payment due
one month before the period end. The balance
of tax is paid upon filing the return.
As referred to above, an Irish company must
submit a tax return within nine months of the
end of its taxable period. Companies have to
file their corporation tax return online and pay
any corporation tax and related payments due
electronically (for example, by direct debit). In
most cases, the accounts must be submitted
in an electronic format called iXBRL (inline
extensible business reporting language).
CAPITAL GAINS TAX (CGT)
Both companies and individuals are subject
to tax on capital gains. Corporate gains are
subject to corporation tax, while gains made
by individuals and trusts are liable to CGT. CGT
only applies to disposals of chargeable assets.
The most frequently encountered chargeable
assets are interests in land and buildings,
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shares, goodwill, and intellectual property. The
current rate of CGT is 33%.
For companies, individuals and trusts, the
taxable gain is the difference between the
disposal proceeds and the acquisition cost.
CAPITAL ACQUISITIONS TAX (CAT)
CAT is chargeable on the value of an inheritance
and on certain lifetime gifts. An Irish CAT liability
arises on gifts or inheritances where the donor
or donee are resident or ordinarily resident
in Ireland. If neither the donor or donee are
resident or ordinarily resident in Ireland, the CAT
charge is confined to Irish situate assets. The
CAT rules are complex and individuals should
seek advice from specialist advisers, especially
with regard to protecting offshore assets from
Irish CAT if there is an intention to live in Ireland
for some time.
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VAT AND CUSTOMS DUTIES
VAT is a tax on sales that is applied to the
value of most goods and services supplied by
businesses in Ireland.
There are a variety of VAT rates from 0% to the
current standard rate of 23% with the nature
of each specific supply being made determining
the VAT rate applicable to each specific product
or service.
Business that are obliged to charge VAT on
supplies are generally entitled to reclaim
any VAT incurred in the course of making
those supplies, although VAT is not generally
reclaimable on certain expenses including food,
drink, accommodation, entertainment and
personal expenses.
It should be noted that VAT cannot be reclaimed
on costs incurred during the course of making
supplies that are exempt from VAT and that if a
business is making both taxable (i.e., VATable)
and exempt supplies, any VAT credits relating
to the exempt supplies are not reclaimable.
Furthermore, in any such circumstances there
is also an obligation on businesses to apportion
VAT incurred on overhead costs, which relate
to both taxable and exempt supplies, to take
account of the mix.

Similar to VAT systems across the globe, the net
burden of Irish VAT falls on the end-consumer
and on VAT exempt entities, with businesses
making taxable (i.e. VATable) supplies acting as
unpaid collecting agents for the Government.
Although there are certain annual turnover
registration thresholds that must be exceeded
before VAT registration is obligatory for Irish
established businesses, these thresholds do
not apply to non-Irish established businesses.
Therefore, careful consideration must be given
to any VAT-related obligations that may apply to
non-established businesses making supplies of
goods and certain services in Ireland.
In general, once a business registers for VAT, it is
obliged to charge VAT in accordance with Irish
VAT legislation and to file six bimonthly VAT
returns and an Annual Return of Trading Details
each year. The VAT returns filed reflect any Irish
VAT charged on its supplies together with any
VAT credits due on purchases and imports. Any
net VAT liability is payable by 23rd day of the
month following the end of each VAT period,
which is the latest filing date for each VAT
return. VAT refunds due are often queried by
Revenue prior to being processed.

Although it is possible for most Irish established
businesses under common control to group
register for VAT, thus avoiding the necessity to
charge VAT on most inter group transactions,
non-established businesses cannot be part of an
Irish VAT group.
Under Irish VAT legislation, VAT is payable on
the importation of goods from outside the
EU and Irish established businesses are also
obliged to self-account for Irish VAT in respect
of the receipt of certain services from outside of
Ireland. There is also an obligation on Irish VAT
registered entities to self- account for Irish VAT
in respect of the intra community acquisition of
goods from VAT registered businesses in other
EU Member States.
Business that are engaged in making fully
taxable (i.e., VATable supplies) are generally
entitled to an equivalent VAT deduction when
self-accounting for Irish VAT on goods and
services that are bought in during the course of
making taxable (i.e., VATable) supplies as well
as VAT on import paid in respect of any goods
imported for onward supply.
link

BDO Corporate Tax Planning
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MANAGEMENT REPORTING AND
BUSINESS INFORMATION
As businesses become established and begin
trading, they require a different range of
accounting, advisory and compliance functions
to support their growth.

During the pre-trading phase, BDO’s work
involved:

Management reporting and timely business
information is essential. BDO recommend
businesses ensure a focus on:

• Confirming charts of accounts, providing
due diligence on the systems and
procedures

• Relevant and timely management
information
• Clear performance reporting

• Setting up company and compliance as
required (company secretarial, payroll,
yearend reporting, management accounts,
VAT)

• Compliance with Irish regulations

• Setting up financial reporting.

• Access to experts when required
• Flexible solutions to support as the business
changes
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A major overseas food business set up a subsidiary in Ireland, as part of its market entry into both
the Irish and European markets. BDO was invited to provide a full-outsourced accounting, tax and
compliance service for the business, on a phased basis.
The next phase involved:
• Building links to the stock system
• Undertaking VAT, payroll and other
ongoing compliance
• Ongoing financial reporting, including KPIs
and monthly reporting
• Preparation of year-end financial
statements and dealing with audit queries
in relation to the following year.

Later phases have consolidated this work and
helped facilitate the continued growth and
overseas expansion of the business.
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INTRODUCTION

TAX EVENTS

• Taxes arising on exit from the property

There are four common purchase scenarios for
land:

In broad terms the purchaser will want to
consider:

• O
 ther taxes that might apply i.e. Local
Property Tax

• Land for development into property

• What Irish taxes arise on the purchase

• VAT arising on the sale of the property.

• Developed property to be used in a trade

• W
 hat taxes arise during the period of
ownership of the property

LEGAL MATTERS

• D
 eveloped property to be rented to
unconnected third parties
• D
 eveloped property that is already let to
third parties.
Within each of these scenarios, the property
could be used for residential, industrial, office or
retail purposes or indeed a mix of these.
STRUCTURES
There are a variety of structures that can be used
and that need to be evaluated based on tax law
at the time of purchase. It should be taken into
consideration that tax law changes annually,
sometimes with retrospective effect and that
the efficiency of a structure might change over
time. Sometimes, it is possible to restructure to
overcome these changes but, more often, it is
not possible to do so.

• What taxes arise on the sale of the property.
TAX CONSIDERATIONS
Typically, the purchaser has to consider all of the
following taxes:
• Stamp duty on the purchase
• VAT on the purchase
• C
 GT withholding tax clearance on the
purchase
• Taxes on income from the property
• W
 hat deductions are available against
the income from the property for Irish tax
purposes including any tax depreciation
• Mitigation of Irish withholding taxes on:
–– Rents
–– Interest costs
–– Dividends
• VAT arising on income from the property
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Under Irish property law, ownership of property
is held either freehold or long leasehold. Title
to property can only pass by written contract
and the payment of the consideration by the
purchaser to the vendor. Usually, there is a
comprehensive due diligence performed by the
purchaser in advance of closing. This will cover:
• Tenancies, and
• Warranties from the developer’s insurance
At the signing of the contract, the purchaser is
required to pay a deposit to the seller. This may
or may not be refundable if the contract does
not complete.
On the closing of the contract, the remainder of
the consideration becomes payable.
The buyer usually takes out new insurance on
closing as appropriate. The date of completion
of contract becomes the tax point (and the date
of acquisition) for capital gains tax purposes. The
vendor is usually responsible to discharge any
outstanding debt on the property at the time of
closing.
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IRISH TAX LAW
In general, Ireland retains taxing rights on
income from and gains on Irish situated
property. These charges are not usually relieved
even if the owner is tax resident in a country
with which Ireland has a double tax agreement.

Structures
The possible structures for the acquisition of
Irish property are:
1. Direct ownership by a:

The VAT aspects of Irish situated property
usually depends on the status of the property
and is the usually the same regardless of what
structure is used.

–– foreign individual

In most cases, the stamp duty aspects of the
purchase of Irish property will be the same
regardless of what structure is used.

–– foreign fund.

There are exceptions to these general points as
noted later on in the chapter.

–– foreign partnership
–– foreign company or
2. O
 wnership of the property in Irish tax
resident company
3. O
 wnership of the property in a non-resident
company
4. Ownership of the property in an Irish
regulated fund.
In addition, in the case of larger scale property
there may be joint venture parties and these can
affect the chosen structure.

TAX TREATMENT

RELEVANT TAX RULES

It is necessary to consider the facts and
circumstances of the property purchase in order
to determine the tax treatment.

Resident and non-resident companies are widely
used to buy Irish property.

Broadly, property is either held on trading
account or capital account for Irish tax purposes.
This distinction is important as different tax
heads apply to trading (income tax, corporation
tax) and capital (CGT) and the present tax rates
are different. It is not the case that the taxpayer
can elect into one of the categories. The facts
that would support holding on a capital account
are the purchase of fully developed property
and let of property for a medium (five years) to
long- term hold. The property would be capable
of servicing the interest cost of financing the
purchase from rental income of the property.
The facts that would support holding on a
trading account are the purchase of land
with the intention of developing and selling
completed properties on the land after
construction is completed.
There are many possible scenarios between
these ends of the spectrum.

Income from development of property for resale
carried out by the company qualifies for the
12.5% corporation tax rate.
Rental income after allowable expenses is taxed
at 25% in a resident company and 20% in a
non-resident company.
Deductions against rental income is more
restrictive than against trading income and
only limited expenses are allowable. The same
deductions generally apply for resident and nonresident companies.
If an Irish resident company is ‘close’, the
after-tax rental surplus is liable to a further tax
of 20%. This does not apply to a non-resident
company.
Irish tax resident companies are within dividend
withholding tax rules on dividends (there are
exemptions), whereas non-resident companies
are not. Interest paid by an Irish tax resident
company to a connected company may not be
tax deductible.
Where rents are paid by a tenant to a nonresident landlord, withholding tax at 20% may
apply in the absence of the appointment of a
rent collection agent.
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TAX DEPRECIATION
A common question is whether there is any
relief for tax on income for the purchase
price of the property. The general rule is no:
land and buildings do not qualify for Irish tax
depreciation.
However, the integral plant content within a
building may be eligible for tax depreciation
against the related rental income provided the
property is on capital account. Tax depreciation
does not apply to property held on trading
account (even if it rented).
The tax depreciation requires the lease to be
reviewed by a tax professional and the purchase
price to be reviewed by a chartered surveyor in
order to determine the cost of physical plant in
the building.
The rate of tax depreciation is 12.5% over eight
years.
The subsequent sale of the building will give rise
to a recapture of the tax deprecation claimed.
TRANSFER PRICING
Where property is bought and sold with
connected parties, market value rules apply in
capital transactions.
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Transfer pricing rules can apply in trading
transactions where the overall group is
considered ‘large’.
Usually, the property will be financed by
a combination of senior debt from an
unconnected financial institution and
subordinated interest bearing debt and equity
from a connected party.
The rate of interest charged by connected third
parties should be evaluated as to whether it
meets an arm’s length rate and documentation
of this by way of a benchmarking study would
be common in the larger transactions.
IRISH REAL ESTATE FUNDS
These entities are regulated by the Central Bank
of Ireland.
They carry advantages in that all income
and gains are outside the scope of Irish tax.
Historically, there was no withholding tax on
distributions to non residents and therefore
non-resident investors could potentially invest
totally tax free in Irish property.
The total exemption only applies in very limited
circumstances. From Finance Act 2017, where
the unit holders select the Irish property, the
fund is regarded as a Personal Portfolio Irish

Real Estate Fund (PPIREF). Distributions from
and the sale of units/shares in a PPIREF are
now subject to a 20% withholding tax. Irish
Real Estate Funds carry significant incremental
annual running costs compared to other
structures. They are generally only suitable
for consideration where the gross value of the
property is greater than €25m.
STAMP DUTY
Stamp duty is a tax arising on the transfer
of ownership of Irish property. The vendor
needs to prove title to sell the property to the
purchaser. Unstamped title documents may
not be admissible in legal proceedings. The law
has changed to prevent stamp duty avoidance
where the beneficial ownership transfers to the
purchaser and the registered ownership remains
with the vendor. This was known as ‘resting on
contract’ and such contracts are now liable to
stamp duty.
The current rates of stamp duty on Irish
property are:
Residential property
• 1% on transfers up to €1m, 2% on the excess
Commercial property
• 6% on consideration > 80,000

Shares in Irish incorporated companies
• Normally 1%
Historically, it was advantageous to undertake
property transfers using the purchase and sale of
shares as the stamp duty rate was considerably
lower than 6%. The Finance Act 2017 has
removed that advantage and provides that the
transfer of shares of certain property holding
companies will be chargeable to stamp duty at
6%.
Stamp duty forms part of the cost of the
property for Irish tax purposes (both on
trading and capital account) for the purpose
of calculation the profit of gain on a future
disposal.
Interest on monies borrowed to finance the
payment of stamp duty do not qualify for tax
relief against rental
Income for Irish tax purposes.
Where land is acquired, a 6% rate charge
applies. Where the land is subsequently
developed into residential property it is possible
to get a refund of the excess 4% provided this
the development occurs within a certain time
frame.
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CAPITAL GAINS TAX (CGT)

CAPITAL ACQUISITIONS TAX (CAT)

CONCLUSION

CGT applies to gains on the disposal of property
that is held on capital account.

CAT applies to gifts and inheritances. The rate of
tax is 33%. There are exempt limits depending
on the relationship between the donor and
donee.

There are many factors that come into
consideration in acquiring Irish property.

The rate of tax is 33% and it applies to disposals
by individuals, trust and companies whether
resident or non resident.
No relief is available for the inflation content of
the gain.
No relief is available if the proceeds from the
disposal is reinvested in other replacement
property.
Interest costs are not deductible.
Certain expenses of acquisition and disposal are
deductible.
The CGT charge can also apply to gains on
shares in any company (including a non-resident
company) deriving more than 50% of its value
from Irish land and buildings. There are antiavoidance rules in place to prevent tax planning
around this.
The charge to Irish CGT is not generally tax
relieved for non residents who are resident in a
country which has a double tax agreement with
Ireland.
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The tax does not apply to arm’s length
transfers of property where full market value
consideration is paid between related parties.
A gift or inheritance of Irish situated property
owned by individuals and trusts can give rise to
Irish CAT. The tax is payable by the donee. This
is the case even where the donor and donee of
the property transferred are not tax resident in
Ireland.
The transfer of shares in an Irish company by
way of gift or inheritance are also within the
charge to Irish CAT as the shares are considered
to be Irish situated property.

The purchase must make economic sense
and stand up financially and the commercial
downsides need to be covered off in so far as
possible.
Financing considerations often influence the
choice of final structure. The structure must
also work from the senior and junior lenders
viewpoint. In particular, where these are not
tax resident in Ireland, it is necessary to ensure
that there is no exposure to Irish tax or Irish
withholding tax on interest income in so far as
possible.
Tax considerations although important are
usually secondary to the above matters.

NOTE: This chapter is written in general
terms and assumes that the reader is not
a tax expert. Specific tax advice should
always be sought before embarking on any
Irish property transaction.

link

BDO Reconstructions &
Reorganisations
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EMPLOYING STAFF FOR THE FIRST TIME

There are a number of aspects
to consider when employing
staff for the first time. The
following may be considered a
non-exhaustive checklist
• Decide how much to pay the employee. They
must be paid at least the National Minimum
Wage (€9.80 p/hr)(January 2019)
• Check if they have the legal right to work in
the Ireland (employers may have to do other
employment checks as well)
• Check if there is a legal requirement to apply
for a Garda (police) vetting
• Check if the business operates in a field that
requires one, e.g., working with children,
vulnerable people or security
• Take reasonable steps to verify the PPSN
provided by employees (e.g. check it against
a Public Services Card, P45 or other Revenue
or Department of Social Protection (DSP)
correspondence and where the employee
does not hold a PPSN, they should contact
the DSP to apply for one
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• Get employment insurance/employers’
liability insurance as soon as a business
becomes an employer
• Register all employees with Revenue (i.e.,
P45 or P46 where the employee has no P45).
Where the new employee has not worked in
Ireland before, the employee must register
the employment online using the Jobs and
Pension service available in myAccount.
The Jobs and Pension service can also be
used by employees who are changing from
one employment to another. Once the
employment has been registered, Revenue
will issue a tax credit certificate

HEALTH AND SAFETY
Irish employers have to comply with a number
of health and safety standards in relation to
their employees that are governed by the Health
and Safety Authority.
Under the Safety, Health and Welfare at Work
Act 2005 employers must ensure employees’
safety, health and welfare at work as far as
is reasonably practicable. In order to prevent
workplace injuries and ill health, employers
must:
• Provide and maintain a safe workplace,
machinery and equipment

• Ensure that they hold a complete PAYE, PRSI
and USC record for each employee at the end
of the tax year

• Prevent risks from the use of any article or
substance and from exposure to physical
agents, noise and vibration

• Provide each employee with a written
statement of his or her terms and conditions
of employment. An employee is also entitled
to written statements showing the gross
wages payable and the nature and amount of
deductions applied

• Prevent any improper conduct or behaviour
likely to put the safety, health and welfare of
employees at risk (‘horseplay’ and bullying at
work come under this category)

• Inform Revenue by registering as an
employer. Registration can take place up to
four weeks before new staff are paid
• Check if employees need to be automatically
enrolled in a workplace pension scheme.

Employers are also obliged to prepare a ‘safety
statement’. This is a report setting out how
employers intend to secure the safety, health
and welfare of their employees in the workplace
and to provide for safety representatives chosen
from employees.
OFF PAYROLL
A contract for service applies in the case of an
independent or self-employed contractor.
TEMPORARY ASSIGNEES
Revenue has updated its guidance on the
application of the Pay As You Earn (PAYE)
system in relation to non- Irish employments
exercised in the State. The payroll tax position
on assignments to Ireland is now dependent on
the following:

• Provide instruction and training to employees
on health and safety

• Whether the individual is resident in a
country with which Ireland has a double
taxation agreement (DTA) or in a country
with which we do not have a DTA (referred to
as non-DTA countries)

• Provide protective clothing and equipment to
employees (at no cost to employees)

• Whether a DTA resident’s Irish workdays are
more or less than 60 days in one tax year

• Appoint a competent person as the
organisation’s safety officer.

• Whether a DTA resident’s Irish workdays
are more or less than 60 days over two
consecutive tax years

chapter 07

CONTENT

THE EMPLOYMENT OF STAFF, INCLUDING LOCAL HIRE AND EXPATRIATE
(INBOUND AND OUTBOUND)

• Whether a DTA resident has Irish workdays
over more than two consecutive tax years.

accept that this condition is met where the
assignee is:

If resident in a non-DTA country then the above
60-day threshold is reduced to 30 days

• Working for an Irish employer where the
duties performed by the assignee are an
integral part of the business activities of the
Irish employer, or

DTA TEMPORARY ASSIGNEES > 60 WORKDAYS
The position for temporary assignees who
are resident in a DTA country, are present in
Ireland for a period, or periods, of more than
60 workdays but are in Ireland or present in
Ireland for less than 183 days is that there is
no automatic release from the obligation to
operate Irish payroll taxes. However, if all of the
following conditions are met then an employer
may apply to Revenue for this release:
a) Assignee suffers withholding taxes at
source in the ’home’ country on the income
attributable to the performance of the duties
of the foreign employment in Ireland
b) There is a genuine foreign office or
employment
c) The remuneration is paid by, or on behalf of,
an employer who is not a resident of Ireland
d) The remuneration is not borne by a
permanent establishment, which the
employer has in Ireland.
For the purposes of (c) above, Revenue will not
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• Replacing a member of staff of an Irish
employer, or
• Supplied and paid by an agency (or other
entity) outside the State to work for an Irish
employer.
DTA TEMPORARY ASSIGNEES < 60 WORKDAYS
The updated guidance clarifies that there is
an automatic release from the obligation to
operate Irish payroll taxes if the assignee has
less than 60 working days in Ireland in one tax
year.
However, the guidance has stated that this
automatic release will not apply if:
• The assignee exceeds this 60-day threshold
over a two-year period, e.g. 40 days in year
one and 30 days in year two
• The assignee is required to work in Ireland
for a period each year, e.g. assignee is
required to carry out a site visit lasting five
days each year

• The position is rotated among a number
of assignees to remain below the 60-day
threshold, e.g. four assignees spend 50 days
each in Ireland performing the same role. In
this case, the payroll position will need to be
considered in respect of the role as a whole.
If an assignment falls into any of the above
categories then an application for release from
the obligation to operate PAYE will need to be
submitted to Revenue. Otherwise, Irish payroll
taxes must be operated on income attributable
to their Irish duties.
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SHARE PLANS AND INCENTIVES

APPROVED PROFIT SHARING SCHEMES (APSS)

TAX IMPLICATIONS FOR THE EMPLOYEE

Ireland is quite unique in the
extent of the tax advantaged
share schemes it offers for
employees. The main intention
of these schemes is to move
share-related gains out of
income tax and into CGT,
which are taxed at a lower rate
for those employees resident
in Ireland.

An employee can be allocated up to a maximum
of €12,700 worth of shares tax free in any one
year. In certain circumstances this limit may be
increased to €38,100 for year one only where
the shares are appropriated to the APSS from
an Employee Share Ownership Trust (ESOT).
Participants are given the right to convert
a profit sharing bonus into shares in their
employing company or its parent. An element
of salary sacrifice towards the purchase of the
shares is allowed. The salary sacrifice is limited
to 7.5% of basic salary or the amount of the
employer-funded bonus (whichever is lower).

No income tax charge arises on appropriation.
However, a charge to USC and Employee PRSI
arises. Shares may be sold or held personally
after two years but income tax, USC and
employee PRSI apply. No income tax, USC or
employee PRSI is payable on the transfer of
ownership from the trust to the employee at the
end of three years. No employer PRSI applies
under either of the above scenarios. Capital
Gains Tax may arise on the ultimate disposal of
the shares by the employee on the difference
between the disposal proceeds and the market
value of the shares on appropriation.

All employees who have been employed
for a minimum period of three years must
be entitled to participate in the scheme.
Generally, similar terms must be offered to all
relevant employees but scope to offer differing
terms to employees by reference to length of
service or salary. An employee trust must be
established and shares must be held in trust for
a minimum of two years. Revenue approval is
required. The employer must also certify within
30 days of arrival, that the conditions to claim
the relief are met.

KEY EMPLOYMENT ENGAGEMENT
PROGRAMME (KEEP)
The main purpose behind this new share plan
is to enable SME companies to retain and
recruit key personnel by allowing them share
in the growth of the company in a tax efficient
manner. With KEEP, no tax liability arises on
the exercise of share options. The taxable event
only arises at the date of disposal of the relevant
shares. In addition, the gain will be subject to
CGT instead of income tax, USC and employee

PRSI. Therefore, the incentive provides for a
saving of 19%, based on current tax rates, in
the tax payable by an employee on the gain as
compared to standard share option gains.
Share Options
Revenue approved savings-related share
option schemes allow employees to save for
and purchase share options in their employer’s
company tax effectively. Revenue and the
employer should be consulted as to what rules
apply to share options and when employees are
liable to pay tax.
• Restricted Share Plans
• Save As You Earn (SAYE)
• Share Option Schemes
• Employee Share Ownership Plans
• Share Clog Schemes
• Incentive Stock Options.
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NON-IRISH BASED EMPLOYEES
If there are non-Irish based employees working
for an Irish business, there are a number of
factors to consider .
IMMIGRATION
The citizens of nearly all EEA countries, as well
as citizens of Switzerland, have the right to live
and work in the Ireland. This includes setting up
a business. This is the ‘freedom of movement’
for EU citizens and EEA nationals.
VISAS
The Immigrant investor programme
Approved participants in the Investor
Programmes and their immediate family
members are allowed enter the State on
multi-entry visas and to remain here for a
defined period. Ordinarily, this is for a period
of five years, reviewable after two years.
The sort of investments envisaged by the
programme include a specially created low
interest Government Bond, capital investment
in an Irish business that may need it for the
protection or creation of jobs, or in some cases
the purchase of property – including that held
by the National Asset Management Agency
(NAMA). Endowments in the cultural, sporting
educational or health areas are also considered.
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The level and duration of financial commitment
required from the investor depends on the
nature of the investment but generally ranges
from €500,000 for endowment-related
investments to €2 million in the new immigrant
investor low-interest bearing Government Bond.
The start-up entrepreneur programme
The Start-up Entrepreneur Programme provides
that migrants with both a strong business idea
in the innovation economy and funding of
€75,000 can be given residency in this State
for the purposes of developing their business.
No initial job creation targets are set as it
is recognised that such businesses can take
some time to get off the ground. Projects are
evaluated by an evaluation committee with
State agencies playing a key role in selecting
those that demonstrate potential.
Applications for these two programmes are
considered by an evaluation committee
comprised of representatives of:
• IDA Ireland
• Enterprise Ireland.
The following government departments:
• Finance
• Jobs, Enterprise and Innovation

• Foreign Affairs and Trade
• Health
• Department of Justice
• and other government departments as the
need arises.
Successful applicants will be granted a residence
permission for two years, renewable thereafter
provided the business is still operational and
the applicant is earning a living without being a
burden on the State.
HEALTHCARE
Nationals of the European Economic Area (EEA)
or Switzerland and those normally resident in
Ireland are entitled to receive the same level of
health care as Irish citizens. Depending on the
individual’s income, they may be eligible for a
medical card, which entitles the individual to
the full range of medical services at no cost.
Those who are not from an EEA Member State
or Switzerland will be entitled to certain services
free of charge and must pay for the remainder.
Many people take out private medical insurance
in order to receive more prompt treatment. This
also gives them more control over the timing of
any hospital visit required and the standard of
accommodation provided. However, the cover
provided by insurance will often not include

major surgery or the treatment required for
serious chronic conditions.
Nationals of the EEA or Switzerland who are
visiting Ireland temporarily can apply for a
European Health Insurance Card which covers
medical care if they become ill or have an
accident.
In general, nationals of a non-EU or non-EEA
country (with the exception of Switzerland), are
regarded as ordinarily resident in Ireland if the
individual can prove to the HSE the intention to
live in Ireland for at least one year.
Those staying for a shorter period are regarded
as visitors and do not have any entitlement to
free or subsidised health services.
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The VAT and customs duty
implications of selling into
or out of Ireland depend on
whether goods or services are
supplied; the nature of the
goods; whether they are sold
to/from another EU Member
State or outside the EU; and
whether the customer is in
business or a private consumer.

After Brexit, businesses trading with the UK are
likely to be subject to rules similar to those for
non-EU established businesses.
SELLING INTO IRELAND FROM ABROAD
GOODS INTO IRELAND
Selling goods to Ireland from outside the EU
Goods imported from outside the EU are
normally subject to VAT and/or customs duties
at the time and place they are imported into
the EU. Generally, the EU tax area and customs
territory coincides with the collective territory of
the EU Member States but there are a number
of minor exceptions. For instance, the Channel
Islands are part of the EU and its customs
territory, but not its tax area. Rates of customs
duties are harmonised throughout the EU.
All goods have a commodity code that must be
declared at import that determines the duty rate
applicable to the shipment, as well as a range of
other requirements and reliefs such as import
licensing, quotas and tariff suspensions. Import
VAT is also payable, at the rate applicable in the
Member State through which they are imported.
Using an incorrect commodity code can result
in paying the wrong amount of duty and/or VAT
and other errors with customs requirements and
reliefs. As with customs duty rates, commodity
codes are harmonised throughout the EU.
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It is often possible to obtain a preferential
duty rate when the goods have been sourced
from particular countries. It can be difﬁcult for
importers to accurately determine origin of the
goods and a formal Revenue ruling may have to
be sought in cases of doubt.
If the customer is responsible for clearing the
goods through customs and paying any duties
and VAT on importation, the selling company
is not regarded as making any supplies for VAT
purposes and is not liable to be VAT registered in
Ireland. However, if the overseas business selling
into Ireland is responsible for the importation of
the goods and delivering them to its customer
that overseas business will be required to pay
the duty and VAT. It may also be required to
register for VAT in Ireland in respect of the
onward sale, irrespective of whether or not it
has an Irish presence. The agreed freight terms
should specify whether the buyer or the seller is
responsible for importation.
Currently, the reliefs apply to low value
consignments (up to €150 for customs and up
to €22 for VAT). However this relief does not
specifically apply to online sales. It is expected
that the low value consignment relief for VAT
will be abolished in the next few years and
replaced by a VAT registration requirement.
There are several other EU harmonised duty
relief schemes intended to make EU economic

operators more competitive in the global
marketplace. Such schemes offer cost savings
opportunities, but are tightly regulated and
require the importer to put adequate controls
in place.
Selling goods to Ireland from another EU
Member State
For business-to-business (B2B) transactions,
VAT is accounted for by the Irish purchaser on
acquisition of the goods in Ireland. If the seller
is based within another EU Member State,
the supply is not subject to VAT, provided it
obtains the customer’s VAT registration number
and quotes it on the VAT invoice. Where such
supplies are made, it is often possible to register
for VAT for intra-EU trade in just one EU State.
For business-to-consumer (B2C) transactions,
VAT is accounted for at the rate applicable in
the supplier’s member state until sales exceed
the ‘distance selling’ threshold. Once such sales
to customers have exceeded that amount, the
supplier must register for VAT in Ireland, and
account for Irish VAT.
Supplies of goods between EU Member
States are not classed as imports or exports
and, accordingly, no import duties are levied.
Additionally, it is not necessary to make an
import declaration on an acquisition of goods in
Ireland from another EU Member State.
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There are a few exceptions - the territories
below, although part of the EU, are outside the
EU customs territory, so duties would arise.
• C
 yprus: those areas in which the Government
of the Republic of Cyprus does not exercise
effective control.
• Denmark: the Faroe Islands and Greenland.
• F rance: New Caledonia, Mayotte, Saint-Pierre
and Miquelon, Wallis and Futuna Islands,
French Polynesia and French Southern and
Antarctic Territories.
• G
 ermany: the Island of Heligoland and the
territory of Büsingen am Hochrhein.
• I taly: the municipalities of Livigno and
Campione d’Italia and the national waters
of Lake Lugano which are between the bank
and the political frontier of the area between
Ponte Tresa and Porto Ceresio.
• Netherlands: territories outside Europe.
• Spain: Ceuta and Melilla.
All businesses undertaking imports and exports
within the EU must keep additional records of
the transactions so that they can submit EC
sales lists (sales to other EU Member States) and
Intrastat returns (details of all their EU imports
and exports).
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SERVICES INTO IRELAND

register in more than one Member State.

The VAT position of cross-border services is
determined by EU ‘place of supply’ rules, which
are broadly the same, regardless of whether the
services are provided to an Irish recipient by an
EU or a non-EU business.

No reverse charge applies to inbound B2C
transactions. Any VAT chargeable is always the
supplier’s responsibility.

For B2B transactions, the general rule is that
the service is deemed to be received where the
recipient belongs. Therefore, an Irish business
receiving the service from an overseas business
must account for VAT as a ‘reverse charge’ at
the rate applicable in Ireland. This VAT may be
recoverable by the recipient of the service. No
VAT would be payable by the supplier, who is
not required to register for VAT in Ireland.
However, there are some speciﬁc exceptions
to this rule. This includes land-related services
that are subject to the VAT rules of the country
where the land is located; and the supply of
admission to an event, which is deemed to take
place in the country where the event is held.
If that supply takes place in the EU, it may be
necessary to register for VAT in the EU Member
State in which that supply takes place. If the
place of supply of the service is not in the EU, no
VAT need be accounted for.
The place of supply of B2C services varies
according to the precise nature of the supply.
A supplier of B2C services may be required to

Some B2C service providers with customers in
Ireland (e.g., suppliers of digital services such
as software, music, and e-books) may either
register and account for VAT in Ireland (and
all other EU Member States where they have
customers) or opt for a simpliﬁed registration
in one Member State under the Mini One Stop
Shop (MOSS) scheme.
In practice, place of supply can be difﬁcult to get
right, and any errors in determining the precise
nature of the service, or the country in which the
recipient is established, can completely change
the outcome for VAT purposes.
SELLING FROM IRELAND TO OVERSEAS
CUSTOMERS
GOODS OUTBOUND FROM IRELAND
Selling goods from Ireland to a non-EU
destination
No VAT is chargeable on the sale of goods
that are physically exported from Ireland to
a destination outside the EU, provided the
exporter obtains and keeps documentary proof
of export (e.g., a copy of the goods departed

message). It is, however, usually beneﬁcial for
the exporter to be VAT registered in Ireland to
recover any VAT incurred on the purchase of the
goods or general business overheads.
Exports of certain goods, such as military and
dual-use equipment, sensitive technology,
artworks, plants and animals, medicines and
chemicals, may require a licence from the
appropriate Government department. In
addition, Ireland upholds trade sanctions against
certain listed persons, entities and countries.
Trading with such denied parties may still be
possible should the goods be of humanitarian
aid or where an export licence has been acquired
from the Government. When selling goods
from Ireland to another EU Member State For
B2B transactions, VAT is accounted for by the
EU purchaser on acquisition of the goods in its
Member State. An Irish seller is not required
to register for VAT in the EU Member State of
destination provided it obtains the customer’s
VAT registration number, quotes it on the VAT
invoice, and retains documentary evidence that
the goods have been despatched from Ireland.
For B2C transactions, VAT is accounted for at
the rate applicable in the Member State of
supplier until sales exceed the ‘distance selling’
threshold of that Member State (either €30,000
or €100,000). Once B2C sales to customers in
another EU Member State have exceeded that
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threshold, the supplier must register for VAT in
that Member State and account for local VAT.
As noted above, supplies of goods between EU
Member States are not classed as imports or
exports – subject to few very limited exceptions.
Accordingly, no import duties are levied in the
destination country, nor is it necessary to make
an import declaration on an acquisition of goods
from Ireland to another EU Member State.
SERVICES OUTBOUND FROM IRELAND
The VAT position of cross-border services is
determined by EU ‘place of supply’ rules, which
are broadly the same, regardless of whether
the services are provided to an EU or a non-EU
business.
Where an Irish business sells a service to a
business located overseas, the general rule is
that the service is deemed to be received where
the recipient belongs. Therefore, the sale is
outside the scope of VAT and no Irish VAT need
be charged. The seller should obtain commercial
evidence to show that the customer belongs
outside Ireland and receives the supply for a
business purpose (e.g., their VAT registration
number). It may be possible for the UK supplier
to register for VAT in IRELAND to recover any
Irish VAT incurred on general business overheads.
There are some exceptions to the general rule,
such as land-related services, which are subject
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to the VAT rules of the country where the land is
located; and the supply of admission to events,
which are deemed to take place in the country
where the event is held. If the place of supply of
the service is within the EU, it may be necessary
to register for/charge VAT in the Member State
where the supply takes place.
The place of supply of B2C services varies
according to the precise nature of the supply. A
supplier of B2C services to EU customers may be
required to register in more than one Member
State. B2C suppliers of digital services (e.g.,
software, music, e-books) must register for and
account for VAT in all EU Member States where
they have customers, or opt for a simpliﬁed
registration in one Member State under the
MOSS scheme.
Some non-EU countries have similar schemes
requiring foreign suppliers of B2C digital services
(e.g., software, music, e-books) to register and
account for VAT in their country.
In practice, place of supply can be difﬁcult to get
right, and any errors in determining the precise
nature of the service or the country in which the
recipient is established can completely change
the outcome for VAT purposes.
link
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An investor may cease to have
a business presence in Ireland
in a variety of ways, with the
primary methods addressed
below.
DISPOSAL OF A BUSINESS OR
SUBSIDIARY
The disposal of an Irish business will
involve various legal, commercial and tax
considerations.
LEGAL AND COMMERCIAL CONSIDERATIONS
Legal agreements drafted to cover the sale
of a business can be very complicated, and
typically include provisions for indemnifying
the purchaser should any unforeseen liabilities
arise. These are called vendor warranties. It
is therefore vitally important, when selling
a business in Ireland, that specialist legal,
accounting and taxation advice is obtained.
TAX CONSIDERATIONS
Any capital profit on the disposal of an Irish
business will only be taxable in Ireland in the
hands of the seller assuming the seller is Irish
resident, or has an Irish establishment. If this is
not the case, the seller will need to consider their
own domestic tax laws in relation to the sale.
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An Irish resident seller may suffer tax on the
capital profit arising on the sale of shares in a
company. Where the business is unincorporated,
capital profits can arise on assets such as land
and buildings, goodwill, intellectual property, or
equipment if sold for more than cost.
Where the vendor is an Irish resident company,
it may be exempt from tax on gains arising on
the sale of shares in a trading company where it
has held at least 10% of the share capital of the
other company for a minimum of 12
months (see Chapter 4).
Where the owner is an individual, they may
qualify for a number of tax reliefs on sale of
business including among others Entrepreneurial
Relief on the sale of shares/assets which can
reduce the applicable tax rate on the first
€1m proceeds to just 10% depending on the
circumstances.
WINDING-UP OR STRIKING A COMPANY
OFF THE REGISTER
A business could cease to have a presence in
Ireland because the owners decide to close it
down by a process of winding-up (also known
as ‘liquidation’); or because the company has
become inactive and the owners wish to cancel
its registration at the CRO.
It is important to note that Irish workers have
various employment protections so statutory

redundancy payments will need to be made and
other termination of employments costs will
arise when an Irish business ceases trading.
TAX CONSIDERATIONS
When a company goes into liquidation, it is
still required to pay tax and to continue to
file a tax return (although the administrative
responsibility for this will fall on the company’s
liquidator rather than the company). One
of the main tax planning considerations will
be maximising the use of any trading losses.
These losses cannot be carried forward beyond
the cessation of trading and, therefore, it is
important to ensure the most tax-efficient
timing of events. There are no special tax rules
for corporate insolvency, winding-up or striking
off. A business will normally prepare a tax return
to the same date as its annual accounts, but this
will be brought forward to the date of cessation
of trade, if earlier.

WHAT – happens if the business shuts
down because it is making losses?
Loss making businesses can opt to carry losses
back to the previous year to set against profits
in that year and possibly get a tax refund.
There is an extension to this rule for any
trading losses incurred in the last 12 months
of trading, such losses can be carried back and
offset against the profits of the previous three
years.
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COMPANY MIGRATION

LEGAL CONSIDERATIONS
Sometimes the words ‘insolvency’ and ‘windingup’ are used interchangeably, although a
company can be wound up by its shareholders at
any time without it actually being insolvent, this
is called a members voluntary liquidation (MVL).
If the company is insolvent, a professional
insolvency practitioner must be appointed to
realise the company’s assets for the benefit
of its creditors. Only when the creditors have
been paid in full will the company’s owners be
entitled to any remaining assets.
The Companies Act 2014 requires a liquidator to
be appropriately qualified and hold a Practicing
Certificate from an approved professional body.
Where the company has not yet gone into
liquidation, but the directors ought to know
that the company has no reasonable prospect
of avoiding that situation, the directors may
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be personally liable for additional liabilities of
the company – unless they can show that they
took reasonable precautions to minimise the
potential loss to the company’s creditors. The
Companies Act 2014 codified for the first time
the duties directors owe to a company, i.e.,
fiduciary duty (Sec 228 CA 2014).
The liquidation and winding-up process can
be expensive. Therefore, where possible, many
businesses prefer to close down their operations
by striking the company off the register at
the CRO. However, the striking-off process is
less conclusive than winding-up since, on the
application of any interested party, the courts
can restore the company to life on the register
within a period of 20 years, in order to deal
with claims for repayment to former creditors
of the company.

It is possible for a company to become nonresident for Irish tax purposes. This could happen
to an Irish incorporated company as a result
of having its place of effective management in
another treaty jurisdiction outside Ireland. Most
of Ireland’s tax treaty tie-breaker clauses deem
the tax residence of a company to be in the
country of effective management. Likewise, a
non-Ireland incorporated company could move
its place of central management and control
outside Ireland. In such a case, it would not be
dependent upon the provisions of a tax treaty
to establish its non-resident status. For tax
purposes, in each case there is a deemed disposal
at market value of certain types of chargeable
assets held by the company (principally land,
buildings and goodwill) at the time of migration.
An eligible company may apply to enter into an
exit charge payment plan if it ceases to be

resident in Ireland and becomes resident in
another EEA state. On ceasing residence, the
company must carry on a business in an EEA
state and not be treated as resident in a nonEEA territory for the purposes of any double tax
arrangements.
Alternatively, exit charges are avoided altogether in respect of assets that remain in use for the
purposes of a trade carried on by the company
through a permanent Irish establishment after
the company has ceased to be resident. Before
a company migrates, it must inform Revenue of
its intention, and provide a statement of its tax
liabilities and how it proposes to settle them. A
company will be liable to penalties for non–compliance with this requirement.
link
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USEFUL ORGANISATIONS, CONTACTS
AND FURTHER INFORMATION

National and Regional support organisations
support the inward investment journey as well
as helping businesses seeking to expand their
presence in Ireland.
For the Department of Foreign Affairs and Trade
visit www.dfa.ie.
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DUBLIN
• Dublin Chamber
LIMERICK
• Limerick Chamber

For the umbrella organisation of the Irish
Chambers of Commerce visit
http://www.chambers.ie.

CORK

Enterprise Ireland www.enterprise-ireland.com

BELFAST

IDA Ireland www.idaireland.com

• Invest Northern Ireland

BDO has worked with all the organisations
named. There are also localised sources of help
and information. See BDO contacts around the
Ireland.

• Northern Ireland Chamber of Commerce and
Industry

• Cork Chamber

• Belfast chamber of Trade and Commerce
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BDO CONTACTS AROUND IRELAND

MICHAEL COSTELLO
Managing Partner
mcostello@bdo.ie

KATHARINE BYRNE
Partner, Corporate Finance
kbyrne@bdo.ie

PETER CARROLL
Partner, Outsourcing
pcarroll@bdo.ie

JOHN GILMOR-GAVIN
Partner, Tax
jgilmor@bdo.ie

BRIAN McENERY
Partner, Corporate Finance
bmcenery@bdo.ie

TERESA MORAHAN
Partner, Audit
tmorahan@bdo.ie

IVOR FEERICK
Partner, Indirect Tax
ifeerick@bdo.ie

DENIS HERLIHY
Partner, Tax
dherlihy@bdo.ie

KEVIN DOYLE
Partner, Tax
kdoyle@bdo.ie

CIARÁN MEDLAR
Partner, Tax
cmedlar@bdo.ie

CAROL LYNCH
Partner, Customs &
International Trade
clynch@bdo.ie

DAVID McCORMICK
Partner, Corporate
Secretarial
dmccormick@bdo.ie
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This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad
statements only. This publication should not be used or relied upon to cover specific situations and you should not act, or refrain
from acting, upon the information contained in this publication without obtaining specific professional advice. Please contact
BDO to discuss these matters in the context of your particular circumstances. BDO, its partners, employees and agents do not
accept or assume any responsibility or duty of care in respect of any use of or reliance on this publication, and will deny any
liability for any loss arising from any action taken or not taken or decision made by anyone in reliance on this publication or any
part of it. Any use of this publication or reliance on it for any purpose or in any context is therefore at your own risk, without any
right of recourse against BDO or any of its partners, employees or agents.
BDO is authorised by the Institute of Chartered Accountants in Ireland to carry on investment business. BDO, a partnership
established under Irish Law, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent members firms.
BDO is the brand name of the BDO network and for each of the BDO member firms.
BDO Northern Ireland, a partnership formed in and under the laws of Northern Ireland, is licensed to operate within the
international BDO network of independent member firms.
Contents and Data included in this document should not be replicated without prior written consent from BDO.
Copyright © January 2019 BDO. All rights reserved. Published in the Republic of Ireland.

v0.20190204

www.bdo.ie

56

