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Over the last six months there have been considerable 
improvements in the Irish economy, Ireland’s sovereign 
rating has been upgraded by Moody’s, Exchequer returns 
to the end of April are ahead of target and in April 2014, 
Ireland’s seasonally adjusted jobless rate fell for the 
fourth straight month to 11.7 percent. At the same time, 
the electorate have now felt the effect of a full years Local 
Property Tax charge. In addition Water Charges are in 
sight on the horizon. The outcome from the recent election 
results is that, notwithstanding positive economic news, 
the current Government parties have faced a substantial 
backlash from the electorate. 

The Government parties will obviously want to obtain 
credit for the positive improvements in the economy. 
However, it is clear from the election results that the new 
taxes and the ongoing austerity measures are not making 
the Government popular with the electorate and are over 
shadowing any improvements in the general economy. 

One implication of the signifi cant slide in support for the 
Government parties is that they will be very much attuned to 
the mood of the electorate for the remainder of the lifetime 
of the Government in an effort to shore up popularity in 
advance of a General election.

With this in mind, I expect there will be increasing pressure 
on the Government parties in Budget 2015 to ease up on 
austerity, especially if the positive economic conditions 
continue. I believe that the Government will be forced to 
reduce the tax burden on the “squeezed middle” as they 
seek to regain electoral support. 
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Earlier this month the Government launched Construction 
2020, a package of measures aimed at stimulating activity 
in the construction industry, with the intention of “tripling 
housing output by 2020”. This is welcome news for the 
construction sector and is essential for a functioning  
economy. A lack of housing supply is already generating a 
“property bubble” in the Greater Dublin area. 

In light of the Government’s renewed focus on stimulating 
this sector, it is worth considering some of the more recent 
provisions of tax legislation dealing with the fall out of the 
previous stimulation of the property market. 

 > Debt Release – Trading stock / land dealers

There are a number of provisions in tax legislation 
introduced over recent years to specifi cally deal with the 
treatment of debt releases or loan forgiveness / write-offs. 
Previous Finance Acts introduced legislation targeted at 
individuals carrying on land development/dealing trades. 
Where an individual who borrowed funds to purchase or 
develop land which is held as trading stock enters into a 
debt release agreement with a bank the amount of the debt 
released can be treated as taxable income. 

In addition there are provisions effectively restricting the 
tax deductibility of losses arising from the write down in 
the value of land held as trading stock in circumstances 
where the loss is unrealised and where the loss arises from 
“accrued” interest on borrowings applied in acquiring land 
as trading stock. These provisions do not apply to corporate 
taxpayers as arguably such loan write downs were already 
caught under existing legislation applicable to companies.

 > Debt release - Investment assets

Finance Act (No. 2) 2013 introduced a provision aimed 
at situations where capital assets are disposed of. The 
provision applies where capital assets (including real 
estate other than trading stock) was directly or indirectly 
fi nanced by debt and the debt has been released / written 
off. Where the provision applies the loss on the disposal of 
the asset is reduced by the lesser of (1) the amount of the 

debt released and (2) the amount of the loss arising on the 
disposal of the asset. Other provisions also apply where 
the loan write down takes place in a taxable period after 
that in which the asset is disposed of.

It is clear that the intention on the part of the Department 
of Finance is to seek to restrict tax losses to situations 
where there has been a real “economic loss” suffered by 
the taxpayer. However in the current environment these 
provisions can have broad ranging consequences for 
distressed taxpayers. These provisions make matters 
more complicated for taxpayers and can have the result of 
creating additional tax liabilities for distressed taxpayers. 
Loan write off’s arise by virtue of an inability to repay 
debt. Replacing bank debt with a Revenue debt does 
not necessarily solve a taxpayer’s problems and may 
needlessly prolong the taxpayer’s fi nancial diffi culties. 
The legislation is quite complex and the critical issue for 
taxpayers to be aware of is that, if a loan is being written 
off, they need to consider the tax implications.

 > Termination of carry forward of certain unused 
capital allowances

Taxpayers should be aware that Finance Act 2012 provided 
for a termination of the carry-forward of certain unused 
capital allowances after the tax life of the respective building 
has ended. The arrangements apply only to the various 
accelerated property and area based capital allowance 
schemes and apply solely to passive investors.

With effect from 1 January 2015, any unused accelerated 
capital allowances which are carried forward beyond the 
tax life of the building or structure to which they relate 
are immediately lost. Any taxpayers with unused capital 
allowances should seek professional advice.

 > Windfall Gains

The NAMA Act 2009 introduced a penal 80% rate of tax 
on profi ts derived from windfall profi ts or gains arising from 
rezoning. Consideration therefore needs to be given to any 
sale of property where rezoning has occured.

Property
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With the focus at the moment on water taxes and local 
property taxes it is worth recapping on some more positive 
tax reliefs and incentives, recently introduced.

 > Employment & Investment Incentive (formerly  BES)

Finance Act (No 2) 2013 seeks to increase the use of the 
Employment and Investment Incentive (“EII”) by excluding 
it from the High Earners’ Restriction. This restriction limits 
the use of relief by certain high earners. This measure 
which will apply to the subscription for eligible shares made 
between 16 October 2013 and 31 December 2016 and is a 
welcome development.
 

 > Home Renovation Incentive

The Home Renovation Incentive provides for a tax credit 
of 13.5% where qualifying expenditure is incurred by 
homeowners in the period 25 October 2013 to 31 December 
2015. Income tax is reduced by the Taxpayer claiming a 
credit over a two year period following the year in which the 
work is carried out. The amount qualifying for relief, is the 
VAT element of the payment to the contractor, subject to a 
minimum amount of €675 (€5,000@13.5%) and maximum 
amount of €4,050 (€30,000 @ 13.5%). Any sum in excess 
of €30,000 will not qualify for relief.

The relief will apply to:

 > Qualifying expenditure that is subject to the 
13.5% VAT rate incurred on repair, renovation or 
improvement work,

 > Carried out on a principal private residence situated 
in Ireland, 

 > Using the services of a tax registered and tax 
compliant builder

The relief will not apply to rental properties, holiday homes, 
new builds or a complete restructure of an uninhabitable 
house. As part of the scheme, Revenue has introduced an 
online system to handle claims. 

 > Entrepreneurs Relief

This provides a form of relief from CGT for individuals who 
reinvest the proceeds of previous asset disposals into new 
qualifying business assets. 

In order to qualify:

 > CGT must have been paid by the individual in 
respect of the disposal of an asset after 1 January 
2010

 > Some or all of the proceeds on sale must be 
reinvested in “chargeable business assets” in 
the period from 1 January 2014 to 31 December 
2018. Chargeable business assets are assets used 
wholly for the purpose of a new trade carried on 
by the individual or ordinary shares in a company 
controlled by the individual where it carries on a 
new trade.

Where the conditions are satisfi ed, a gain arising on the 
disposal of the new asset is reduced by the lesser of 50% 
or the tax paid on the disposal of the original asset.

The relief is very restrictive and effectively requires CGT 
to have been paid on the original disposal. Potential 
investors may have losses to shelter such gains and 
therefore can’t avail of the relief. In addition there is no 
immediate cash fl ow benefi t for the investor (reducing the 
funds available for reinvestment in the “new” assets), the 
tax saving only arising on an ultimate gain (if any) on the 
disposal of the “new asset”. 

Reliefs and Incentives
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 > Tax Credit for Research and Development: 
Positive Changes

Finance Act (No.2) 2013 made some further enhancements 
to the R&D Tax Credit regime following the conclusion 
of a review on the effectiveness of the regime by the 
Department of Finance.  

Firstly, there has been an increase from €200,000 to 
€300,000 in the qualifying expenditure that can now benefi t 
from the R&D tax credit without reference to the 2003 base 
year i.e. that effectively qualifi es on a volume basis. 

The Act also increased the amount of R&D expenditure that 
can be subcontracted out by a company to non-universities 
to the greater of 15% of the company’s expenditure on R&D 
(this was previously 10%) or €100,000. The subcontracted 
expenditure is capped at the amount of research and 
development expenditure incurred by the company itself, 
i.e. its inhouse spend. These provisions are positive and 
enhance the Irish R&D tax credit regime. 

The amendments are effective for accounting periods 
commencing on or after 1 January 2014.

 > Relief for Certain Disposals of Land / Buildings

Finance Act 2012 introduced a valuable relief from CGT in 
respect of investors who acquired real estate (other than in 
the context of a trade) and held same for a period of at least 
7 years from the date of acquisition. This relief has been 
extended to include land and buildings acquired in the 
period to 31 December 2014. Whilst it is possible that the 
relief could be further extended in the Budget, Taxpayers 
considering investing in real estate should be aware of the 
cut off date.

Contact Us:

If you would like to discuss how any of the above measures 
impacts you or your business, please contact us.

Disclaimer

While every effort has been made to ensure the accuracy of information within 
this publication is correct at the time of going to print,  Russell Brennan Keane 
do not accept any responsibility for any errors, omissions or misinformation 
whatsoever in this publication and shall have no liability whatsoever.  The 
information contained in this publication is not intended to be an advice 
on any particular matter.  No reader should act on the basis of any matter 
contained in this publication without appropriate professional advice. 
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