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Introduction

The main positive point to mention from a
business perspective is the retention of the
12.5 % corporate tax rate. It is welcome news
for all companies doing business in Ireland
and should help to give Foreign Direct
Investment a degree of certainty. 

Another welcome measure is the
introduction of the Employment and
Investment Incentive (EII) scheme, subject to
approval from the European Commission. In
the meantime the BES Scheme and the CSC
Scheme will continue to operate. Together
with the extension of tax exemption for start
up companies who commence business in
2011, these measures should have a positive
impact on companies in the SME sector to

bring their ideas to market and also give
stimulus to Foreign Direct Investment in this
area.

The income tax base has been widened and
a number of reliefs have been abolished.
Households will feel the impact of these
measures but it is argued that it was
necessary under the current circumstances,
to reduce our fiscal deficit and to get on to
the road of recovery.

The proposed restrictions to section 23 type
and other property tax reliefs will now not
come into effect immediately, but an
economic impact study will be undertaken
first. This is welcomed as the restrictions
could have led to a loss of trust in our

taxation system, as well as indirect economic
effects.

Overall, the Finance Act contains a number
of important measures which companies and
individuals should consider carefully.

We hope you find our summary useful and
you should note that some of the issues
contained in the Act were already discussed
in further detail in our Budget 2011 summary
which is available on our website. We would
be very happy to answer any of your queries
or discuss any of the topics raised in further
detail.

We look forward to hearing from you.  

The ByrneWallace Tax Team

The Finance Act was
passed by the Dáil and the
Seanad in record time.
Reflecting on the times we
live in, this was necessary
to give some stability to
our tax system and provide
potential investors with
some degree of certainty
as to Ireland’s commitment
to fiscal stability. The Act,
for the most part, simply
brings into legislative
effect the measures
announced in the recent
Budget. 
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Employment and 
investment incentives
As previously announced in the National
Recovery Plan 2011-2014, and mentioned in
the recent Budget, the Act introduced
legislation providing for the Employment
and Investment Incentive (EII) (the
replacement for the outgoing Business
Expansion Scheme (BES)) which is intended
to stimulate employment and growth in the
indigenous small and medium enterprise
(SME) sector.  While the EII is now provided
for legislatively, it is subject to a Ministerial
Commencement Order due to the necessity
to seek approval from the European
Commission.  Until such approval is received,
the old BES legislation will still apply.

Despite the lengthy nature of the provisions
of the Act in connection with the EII, many of
the features and provisions of the old BES
legislation have been retained.  In effect, the
EII is “BES plus”.  There are, however, some
key changes:

• the restriction in relation to “qualifying
trades” has been dropped.  The EII
should be available to a much more
significant cross-section of SMEs across
all industry sectors and types.  In order to
qualify, the requirement is simply that a
company is carrying on a taxable trade,
although of the course there are
exclusions to this for specific activities
including, amongst others, land dealing
companies, financial services companies,
certain companies in the hospitality
sector and closely held professional
services companies.

• companies that have not yet
commenced the restriction in relation to
“qualifying trades” has been dropped.
The EII should be available to a much
more significant cross-section of SMEs
across all industry sectors and types.  In
order to qualify, the requirement is simply
that a company is carrying on a taxable

trade, although of the course there are
exclusions to this for specific activities
including, amongst others, land dealing
companies, financial services companies,
certain companies in the hospitality
sector and closely held professional
services companies.

• companies that have not yet
commenced trading but who are
engaged in certain qualifying research
and development activities can qualify
for the EII but relief will only become
available once the company commences
to trade or has spent at least 30% of the
proceeds raised on research and
development activities.

• the holding period in which individuals
must continue to hold the shares in the
qualifying company has been reduced
from 5 down to 3 years.

• the rate at which relief is given is initially
reduced to 30% (formerly 41% under
BES), however this can be increased after
a period of 3 years by an additional 11%
where certain employment or research
and development targets are met.

• the lifetime limit on funding that a
company may raise through the EII has
been increased to €10m (was €2m under
BES).

• the maximum that a company may raise
in any given year has been increased to
€2.5m (was €1.5m under BES).

• the certification process for approval
under the EII has been streamlined as
compared to BES.

Interest deductions
The Act has introduced provisions which
tighten up the legislation surrounding the
ability of companies to claim a tax deduction
for interest payments.  The changes focus on
two areas: intra-group borrowings and
interest as a charge.

On intra-group borrowings, with certain
limited exceptions, a tax deduction will no
longer be available on interest incurred on
such borrowings where they used to finance
the purchase of assets from another group
company.  These changes are very wide in
scope and could potentially affect corporate
groups with centralised purchasing functions
as well as certain financial services
companies such as group treasury
management.

The Act also introduces new anti-avoidance
measures in relation to the deductibility of
interest available to companies on loans
applied in lending to or acquiring shares in
other companies (Section 247 TCA 1997 –
“interest as a charge”).  As the provision only
applies to loans made on or after 21 January
2011, existing loan arrangements should not
be impacted.

The provisions in relation to Section 247 are
as follows:

• in order for interest on a loan to qualify
for relief under Section 247, the
borrowed money must be used wholly
and exclusively for the purposes of a
trade, the purposes of property rental or
for acquiring trading or property rental
companies.

• the company qualifying for interest relief
must have a material interest in the
company that ultimately uses the
borrowed money and these companies
must have a common director.

• relief will be restricted where the
companies which use the borrowed
monies are not within the charge to Irish
corporation tax and are in receipt of
interest on those monies.

• interest relating to monies used for the
purpose of a trade will be relieved at the
12.5% rate of corporation tax  on trading
income.

• the recovery of capital rules are
amended to permit companies to elect
that they do not apply in the case of an
exchange of shares.

Tax on Business
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Property tax incentive 
scheme restrictions
In the face of significant criticism and
lobbying, the implementation of the
proposed restrictions to Section 23-type
reliefs and other property related capital
allowances schemes announced in the
Budget has been delayed.  Given the
potential impact to employment and the
economy in general it is welcome that there
is to be an assessment of what this impact
will be in comparison to whatever saving
could be achieved to restricting these
allowances.

The provisions in relation to the restrictions
have been included in the Act, however they
are subject to a Ministerial Commencement

Order.  This Order can only be issued after
the publication of the impact assessment
report and thus, in practical terms, the
earliest that the restrictions could now apply
is 1 January 2012.

Reform of relevant 
contracts tax
Significant changes to the relevant contracts
tax (RCT) system are contained in the Act.
Similar to the provisions in relation to the
property related tax reliefs, these changes
are also subject to a Ministerial
Commencement Order.

Though the new provisions do not appear to
broaden the scope of the RCT system, they
do substantially change the nature of its
operation.  The key changes are:

• the abolition of the old C2 certification
system and the introduction of a three
level system with a different withholding
tax rate for each level: 0%, 20% and 35%.

• significant changes to the administrative
elements of the system and in particular
a push towards electronic reporting and
returns.

Until the Ministerial Commencement Order,
the old RCT rules will apply, however, once
the Commencement Order is in place, the
new system will apply to all relevant contracts
still on going, including those signed pre the
commencement date.

Financial Services

The Act introduces a number of changes to
Ireland’s structured finance regime which is
centred on the tax designation provided to
certain securitisation vehicles under Section
110 TCA 1997.

The most significant change has been to
broaden the scope of the range of assets
and nature of activities that a qualifying
company may undertake for the purposes of
Section 110.  Qualifying assets for the
purposes of Section 110 now includes

physical commodities (such as gold, silver
etc.), plant and machinery (i.e. aircraft) and
certain carbon offsets.  This expansion
recognises the shift in structured finance
away from the more traditional areas of
RMBS and CMBS towards areas such as the
Green IFSC and is intended to reinforce
Ireland's position as a world leader for
structured finance.

The Act also introduces certain anti-
avoidance measures which seek to limit the

ability to claim a tax deduction for certain
profit dependent interest payments and total
return swap payments where the recipients
are  resident in a non-tax treaty jurisdiction.
The changes are complex but are targeted
at manipulation of the Section 110 rules for
certain tax avoidance purposes. It is likely
that most capital market transactions will fall
outside the scope of these provisions given
that payments to investors holding quoted
Eurobonds and wholesale debt instruments
are exempted from the provisions.

Property related measures

Section 110



ByrneWallace I Finance Act 2011 I 5

This document is for general guidance only and should not be regarded 
as a substitute for professional advice.

Universal Social Charge
As previously signalled in the Budget, a new tax
known as the Universal Social Charge (USC) has
been introduced with effect from 1 January 2011.
The USC effectively merges the pre-existing health
and income levies into one streamlined charge and
thus is not a new tax in the true sense.  The Charge
will have the following rates and thresholds:

• 0% < €4,004

• 2% €0 to €10,036

• 4% €10,037 to €16,016

• 7% > €16,016

• 10% > €100,000 (only for the self-employed)

This is broadly in line with that the Minister
announced in the Budget, however there were a
couple of key changes.  A reduced rate of 4% will
apply to income over €16,016 where the individual
holds a medical card or is aged 70 or over at any
time in the relevant tax year.  In addition, for the
self-employed there is a new higher rate of 10% for
income over €100,000.  This new higher rate does
not however apply to the self-employed aged 70
or over, to which the 7% rate still applies for
income over €100,000.  These additional changes
are not intended to be permanent and shall not
apply for tax years 2015 onwards.

Payment date for 
self-assessed income tax
The proposed changes (contained in the first draft
of the Finance Bill) in relation to the payment date
for self-assessed income tax and return deadline
for income tax returns have been dropped.
Therefore, the pay and file date for self-assessed
taxpayers remains 31 October, with a small
extension for those taxpayers paying and filing
online using the Revenue On-line System (ROS).

Bankers bonus tax
As previously promised by the Minister, the Act
contained provisions for a new special punitive tax
on bonuses paid to certain employees of financial
institutions covered by the Government guarantee
for the banking sector (i.e. Eligible Liabilities
Guarantee Scheme).

Essentially the tax increases the USC to 45% on
performance related bonuses of over €20,000 paid
to relevant employees of the covered financial
institutions.  When combined with the marginal
rate of income tax (currently 41%) and PRSI (up to
4%) this potentially increases the rate of tax on
such bonuses to 90%.

Tax on Individuals

Key Contacts
ByrneWallace is one of
Ireland's largest law firms
and advises in relation to all
aspects of taxation.  For
further information please
contact one of the
following: 

Andrew Kenny
Tax Adviser

Tel: +353 1 691 5500
alkenny@byrnewallace.com

Ursula Tipp
Partner & Head of Tax 

Tel: +353 1 691 5283
utipp@byrnewallace.com



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


