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Irish taxation discussion

* |rish landscape

« Offshore rules

* |rish gift and inheritance tax
* Reporting obligations

* Revenue focus

» Use of offshore structures

* A simple checklist
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The Irish landscape

* |rish taxation is modelled on the UK system

« 31 December tax year

* |rish offshore anti-avoidance rules were mostly copied
from the UK rules

* |rish gift/inheritance tax has significant differences to
the UK system
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The Irish landscape - continued

 Current rates of tax

* Top rate of tax on income 52% or 55%
« Capital gains tax 33%
 Gift/inheritance tax 33%

e Stamp duty 1%/2%

» Corporation tax 12.5%/25%
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The Irish landscape — continued

Irish tax residence

« Statutory tax residence rule since 1994

* Physical presence test — 183 days/280 days

* Ordinary residence is important

Foreign domicilaries

* Remittance basis available for income tax and capital gains tax
* No remittance basis charge

« After 5 years non doms are in the gift/inheritance tax net
 |reland offers significant opportunities
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The Irish tax landscape - continued

Isle of Man/Ireland Double Taxation Treaties

« 2008 “Income” Treaty that deals with
» Pensions
» Government service
» Students, professors and teachers
» Profits of associated enterprise

 |Information Exchange Agreement 2008
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The Irish tax landscape - continued

Non residents

* Irish property sales are always subject to Irish CGT

* |reland has an effective withholding tax on property sales
* Rent from Irish property is liable to income tax

All Irish assets are within the Irish gift/inheritance tax
system

Dividends from Irish companies are subject to Irish
dividend withholding tax (20%)

Domicile levy
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The offshore rules

 OurIT and CGT legislation was copied from UK
legislation in 1974/1975

« Small amendments up to 1999
 Significant changes in 1999
« Minor changes since 1999

* Irish offshore rules are not as advanced as the current
UK system
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The offshore rules - continued

Income tax

« Transfer of asset abroad rules

« Transferor and non transferor charge

Capital gains tax

« Attributions of capital gains in non resident trusts and companies
Legislation guide

UK Ireland

S.721/727 s.806/807A TCA 1997
s.13 s.590 TCA 1997
S.86/87 s.579/579A TCA 1997
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Offshore companies

* This should be described as non resident companies

* |f you have Irish tax resident and domiciled
shareholders then capital gains tax and income tax can
be attributed to the shareholders

 Exclusion for non Irish domiciled shareholders

* Our rule in section 590 (CGT) Is very similar to the UK
section 13
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Offshore companies — Example 1

Irish tax resident/domiciled shareholders

[Holds UK property]

* Income is attributed to Irish resident and domiciled shareholder(s)
« Capital gains on UK property sales are attributed to Irish resident/domiciled
shareholder(s)
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Offshore companies — Example 2

Foreign resident/domiciled shareholder

!

[Holds Irish property]

* |OM company pays 20% income tax on rent
* |OM company will pay Irish CGT on sale
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Offshore trusts

» Again, should be correctly called “non resident trusts”

* An Irish tax resident settlor or beneficiary can have
Income and capital gains attributed

* We have a settlor and non settlor charge

 Our income tax attribution rules are modelled on the
UK rules but the capital gains tax attribution rules differ
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Offshore trust — Example 1

> Irish tax resident beneficiaries

 Attribution of iIncome/gains to Irish settlor/beneficiary

V—lr 1
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Offshore trust — Example 2

» Holds Irish property

 Irish CGT on sale
 |rish iIncome tax on rent
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Offshore rules

* No EU letter to make the rules “EU friendly”
* No real Revenue interpretations on rules

* Very little published Revenue material

* Almost no Irish case law

* We look to the UK material/case law
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Irish gift and inheritance tax

* Our capital acquisitions tax comprises:
o GIft tax
* Inheritance tax
* Discretionary trust tax

* Tax Is charged on the recipient

* Residence and ordinary residence determines the
charge (of disponer and recipient)

TWOMEY Bl MORAN 17 23 September 2014



Irish gift and Iinheritance tax - continued

* |rish assets are always within the charge
* Each recipient has a lifetime tax free amount

EUR
Child 225,000
Brother/sister/parent etc 30,150
Others 15,075
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Examples of Irish gift/inheritance tax - 1

IOM trust

(Post 1999)

> Irish tax resident beneficiaries

* Irish tax resident beneficiaries are liable to gift/inheritance tax on
appointment
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Examples of Irish gift/inheritance tax - 2

» Holds Irish assets

« Even if trust has no Irish beneficiaries a charge to Irish tax arises on
an appointment of Irish assets

« Solution is to make an appointment of non Irish assets
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Examples of Irish gift/inheritance tax — 3

o Settlor dies
 Trust holds Irish assets

» Discretionary trust tax (6% once off) and 1% annual tax on can apply to value of Irish
assets

« Charge is avoided if Irish assets are sold

* Look through rule can apply to underlying foreign companies holding Irish assets
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Irish taxation discussion

* |rish landscape

« Offshore rules

* |rish gift and inheritance tax
* Reporting obligations

* Revenue focus

* Use of offshore structure

* A simple checklist
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Tax return filing obligations

* Income tax/capital gains tax return (31 October)
« Gift/inheritance tax return (31 October)

Date of gift/IHT Pay and file
1 January — 31 August 2014 31 October 2014
1 September — 31 December 2014 31 October 2015

* Discretionary trust tax return (30 April)
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Other reporting obligations

Non resident company/trust Shareholder/trust beneficiary Only if requested by Revenue

Property is transferred to non Transferor 3 months
resident trust

Set up of non resident trust Settlor 3 months
Set up of non resident trust Third party involved in making 4 months
settlement
Trustee becomes non resident Trustee 3 months
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Revenue offshore focus

“DIRT inquiry concludes after 26 days of evidence”

Final Report
Parliamentary inquiry into D.I.R.T.
Examination of the report of the Comptroller and Auditor General

of Investigation into the administration of deposit interest retention
tax and related matters

during 1 January 1986 and 1 December 1998
3 April 2001
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Revenue offshore focus

 Recent investigations
» DIRT Iinquiry
» Revenue offshore project
o Offshore funds
o Life assurance products
» Trusts and offshore structures
» Fund transfers to Ireland
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Revenue offshore focus

Revenue data:

* Revenue’s own sources/data warehouse
* Foreign Revenue exchange of info

* Public bodies

» Banks/intermediaries/brokers

* Government departments

* High Court
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Revenue e
Cains agius Custaim na hGircann
brish Vo and Custanis

ifty na gLotmisingirnd foncaim

An Bannan imscraduithe agus lnnchoscisni
An Grapa Sechiphainni Cischosta

Geata Ghaite an Asaigh

Bothar na hUlaimhe

Baite Atha Chath 15, Eire

Res Offshore Enquiry

Dear Sir/Madam,

WV TEVENC. e

(Hitcy of Whe Hivenue Commissioners
nvashigahions & Prosecations Division
Otishare Assels Gloup

Ashigwngate

Navan Road

Dublin 15, frefand

Arising from a High Cowrt Order obtained by Revenue, T have received details of eredit and debit card
transactions invoiving cards issued {rom an ofishore jurisdiction. A number of these transactions have been
associated with you.  If information in respect of these matters has already been included in a return or
supplied by you please advise me of the date of the correspondence and the address of the Revenue office to

which i was sent,

Otherwise, I should be obliged if you would address the following matters urgently:
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Qffice of the Revenue Commissioners
Investigations and Prosecution Divisio;}
Oltshore Agsets Group, ,
Block D, Ashtowngate,

Navan Rd,,

Dubiin 15,

12 Mar 2012
Enquiries: 01 82??5023

Re: Offshore Enguiry

Dear Sir/Madam,

Arising from a High Count Order obtained by Revenue | have been notified of altransaction with which you were
associated relating to an offshore account, | am unable 10 6SRITTT rom Revenue voluntary disclosure or audit records
that yolrmade a setlemsnt with Revenie regarding undeclared tax liabilities.

it information in respect of these matters has already been included in a return or supplied by you please advise me of
the date of the correspondence and the address of the Revenue office to which it was sent.

Otherwise, | should be obliged if you would address}h_e following matters urgently:
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Use of offshore structure (1)

Non Irish dom/non
resident settlor

\ Non Irish

discretionary Non Irish beneficiaries
trust

Foreign company.

Acquires/holds Irish property

TWOMEY MORAN 30 23 September 2014




Use of offshore structure (2)

Common structure today:
Foreign investor

Foreign Co/fund

Irish TradeCo Irish
property
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Use of offshore structure (3)

Typical non-filing structure:
Irish HoldCo Ultd

IOM Lta

IOM Ultd

Irish Trader Ultd
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Irish tax checklist

For trusts

o Settlor of the trust
> \Was or is the settlor of the trust Irish tax resident/Irish domiciled?

« Appointments to beneficiaries
» Are any of the beneficiaries Irish tax resident?

« Appointments of assets
» Are any of the assets to be appointed Irish assets?

 Death of the settlor
> \Was the settlor of the trust Irish resident or domiciled at date of death?
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Irish tax checklist — continued

For companies

 Shareholders

» Are any of the shareholders Irish tax resident/Irish
domiciled?

* Assets
» Does the company hold any Irish assets?
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Thank you.

T
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