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7th September 2016

Irish SPVs holding Financial Assets

secured on Irish Real Estate –

Proposed Legislative Amendments

On 6
th

September the Irish Minister of Finance announced proposed

amending legislation to Section 110 of the Taxes Consolidation Act,

1997 focused exclusively on financial assets (loans, shares, etc) that

derive their value, or the greater part of their value, directly or

indirectly from land in Ireland (“specified property business”).

In announcing the proposed amendments the Minister for Finance

acknowledged that a number of concerns had been raised recently

about the possible uses of section 110 companies to avoid paying

tax on Irish property transactions and it was “in light of these

concerns, and due to the highly technical and complex nature of the

amendment, that he was publishing the proposed amendments to

protect the Irish tax base. The Minister also acknowledged that

“further targeted proposals in relation to the use of funds in the Irish

property market are being considered.”

Under the proposed amendments, with effect from 6
th

September the

specified property business of a section 110 company (SPV) should

be treated as a separate business and although generally speaking

will be taxed similarly to other business of an SPV, the deductibility

around payments of interest, to the extent that it is in excess of an

arm’s length rate and/or profit participating, will be restricted to

payments made to certain Irish and EU/EEA persons. These new

rules apply to profits arising after the date of the announcement.
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Note that these new proposed amendments will have no effect on SPVs used to acquire financial

assets that do not derive the greater part of their value from Irish land, so these amendments

should have no effect on the vast majority of SPVs. Indeed the Minister for Finance when

announcing the amendments strongly reiterated the importance of the SPV industry to Ireland

stating that “the securitisation regime was designed to improve Ireland’s offering as a location for

the conduct of financial services and that it has achieved that broad goal as “the financial services

industry now makes use of these securitisations as a support to financial intermediation”. He further

acknowledged that “such financing is useful for the productive economy as it can underpin the

supply of finance to industries and companies in Ireland, Europe and further afield and that the

“importance of securitisation has further been recognised by the European Commission through

their work on Capital Markets Union, of which one of the aims is to seek to build a sustainable

securitisation regime across the European Union.”

The draft legislation (including any further amendment to same in the interim) will be included in the

upcoming Finance Bill which will be published in mid-October and typically signed into law by the

end of 2016.
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