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A&L Goodbody
Introduction

Setting up operations
in Ireland

More than 1,200 multinational companies have chosen Ireland
as their platform for international expansion, employing almost
230,000 people in Ireland as of January 2019. This includes
some of the world's largest companies from sectors such

as technology, life sciences, financial services and fintech,
internet, engineering and business services. Many of these
companies are undertaking strategic activities in Ireland
including advanced manufacturing, research and development
(R&D) and global business services.

Ireland's ability to continually attract foreign multinationals

is a testament to the breadth of incentives available to
prospective investors, as well as its sophisticated, but flexible,
business environment. Key incentives for foreign investors
include the positive attitude of the Irish Government

towards promoting foreign direct investment (FDI), Ireland's
committed membership of the European Union, its highly
skilled and English-speaking workforce, its favorable
corporate tax regime and the general ease of doing business
in Ireland.
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At A&L Goodbody, we have
partnered with countless
multinationals to guide them
through the full range of legal,
tax and commercial issues

that arise when establishing or
expanding operations in Ireland.

We have compiled this Guide as
a general overview of the key

issues that our clients typically
encounter and we hope you will
find it useful as you expand into
Ireland and beyond.

‘ Why Ireland
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FLEXIBILITY

Ranked 1st in the
world for flexibility and
adaptability of workforce

INVESTMENT
INCENTIVES

Ranked 1st in the world
for investment incentives

©

YOUNG & DIVERSE
WORKFORCE Ranked 12th most
Youngest population competitive economy in
in Europe the world

COMPETITIVE

&)
&

EFFICIENCY

Ranked 2nd in the world
for efficiency of large
corporations

ACCESSIBLE

Five international airports
and five regional airports

TRACK RECORD CORPORATE TAX
Leading international technology, 12.5% corporate
life sciences & financial services tax rate

companies choose Ireland

S
(=

500M CONSUMERS

Access to a European
market of 500m
consumers

ENGLISH SPEAKING

Only English speaking
country in the eurozone
and committed member

of the EU

REAL GDP GROWTH

Ranked 1st in the World
for Real GDP growth

VALUE ADD

Ranked 1st in the world
for value added in
knowledge and technology
intensive industries
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01 Ireland overview

Ireland’s attractive value proposition,
combining talent, track record, technology

and a 12.5% corporate tax rate, continues

to resonate strongly with foreign investors.
Other factors that continue to cement Ireland’s
reputation as a leading jurisdiction for foreign
investment are described below.

‘ o iy Economy
O W e S 'ril_‘_—-L“

— Ireland is a small, highly globalized economy, with a large
exporting sector, and a significant number of multinational
corporations.

Over the past decade, Ireland’s economy has grown at a rate
consistently among the highest of OECD countries. The Irish
economy entered its eighth year of economic growth in 2018,
with growth in consumer spending, tax revenue, building and
construction, manufacturing and services.

The Irish Government is keen to ensure that there are very
few barriers to entry for international trade or investment.
Through organizations like IDA Ireland (the Irish Government's
inward investment promotional agency), the Irish Government
seeks to foster a pro-business environment which has led

to the country being one of the most open economies in

the world. Ireland has been ranked first in the world for
investment incentives and is ranked as the best country in
Western Europe to invest in.
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Ireland overview

In the 2019 IMD World Competitiveness Yearbook, Ireland
ranked seventh out of the 63 countries benchmarked
globally, making it one of the most attractive business
locations in the world.

Demographics

Numbers: Ireland’s population is currently in excess of 4.9m
people, more than a third of whom are under 25 years of age.
This makes Ireland the youngest population in the EU. Our

young workforce is capable, highly adaptable and well-educated.

The United Nations ranked Ireland third in the 2019 Human
Development Index Ranking out of 189 countries, reflecting
excellent education levels and high GNI per capita.

56% of Irish 25 to 34 year olds have a third-level degree which
ranks higher than any other country in the EU, ranking fourth
globally, and which is well above the OECD average of 44%.

Language: English is the principal language spoken in Ireland,
making it the only eurozone country in which English is the
principal language.

Cultural diversity: Ireland’s young population is also culturally
diverse. Net migration has been positive in Ireland for five
consecutive years, with 12.7% of the population now being
international. Ireland has proportionally the third highest
international workforce in Europe and over half a million Irish
residents speak a foreign language fluently.

Ireland remains an attractive location for young, educated
people, ranking third globally for attracting high-skilled
personnel. Companies such as Google employ people from

over 65 countries speaking more than 50 languages in Ireland.

Infrastructure

Telecommunications: Ireland has one of the most advanced
and competitive telecommunications infrastructures in
Europe. Large investments in recent years have resulted in
state-of-the-art optical networks with world-class national
and international connectivity.

Transport: The past decade has seen the implementation
of Transport 21 in Ireland, a €34.4bn national transport
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investment programme, which has resulted in a rapid
improvement in Ireland’s road and motorway network.

Ireland has five international airports in Dublin, Belfast,
Shannon, Cork and Knock. It is possible to travel to most
European cities within two to three hours flying time. Ireland
is also well connected by air to the US with many direct routes
operating daily between US airports and Dublin, including to
most major US cities on the East and West Coasts.

Talent and education

Ireland’s education system is among the best in the world. The
United Nations ranks Ireland’s quality of education sixth globally.

The Irish Government has put a number of programs in
place to address the demand for skilled employees required
by companies in Ireland. For example, the Government’s
Technology Skills Action Plan and National Skills Strategy
2025 aims to make Ireland a global leader for technology
talent and skills.

Political & legal system

Ireland is a stable parliamentary democracy. The head of the
government is the Taoiseach (prime minister). The President
serves as head of state and has a largely ceremonial role.

The Irish judicial system, which is based on the English
common law tradition, is similar (but not identical) to that

of the US. The common law system in place is transparent
and upholds the sanctity of contracts. Ireland is a committed
member of the EU with 85% of the country’s population being
supportive of Ireland’s EU membership. Ireland’s membership
of the EU means that EU law and decisions made by the
Court of Justice of the European Union are also enforceable
and effective in Ireland.
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Ireland overview

Labor costs

Since 2008, Irish labor costs have remained relatively

stable compared to a number of EU countries which have
experienced significant increases in wages and salaries during
this period. On average, salaries in Dublin are approximately
20-30% lower than in London and the difference can be up

to 50% lower in locations outside of Dublin. In return, OECD
figures show Ireland as first in the world for labor productivity.

Tax

The key features of Ireland’s tax regime that make it one of
the most attractive global investment locations include:

= Corporate tax rate of 12.5% which applies to all Irish

f\ corporate trading profits.

TN i ""g;;;ﬂj‘ | Generous tax incentives for research and development
e and an excellent intellectual property regime.

Access to an extensive double taxation agreement network.
Effective zero tax rate for foreign dividends.

Open and transparent regime which complies fully with
OECD guidelines and EU competition law.

i More detail on Ireland’s tax regime is set out in Chapter 3.
)

Real estate

Most inward investment projects will involve the acquisition
of some interest in Irish real estate by way of purchasing

or leasing premises. To meet the increasing real estate
demands of the growing international business community
in Ireland, there are currently a significant number of new
office construction projects underway. Dublin offers more
competitively priced commercial rent than many European
locations such as London, Paris, Geneva and Zurich, with
commercial real estate costs up to 50% lower than London.
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Incorporating a company in Ireland is a
straightforward and inexpensive process, with
minimal red tape. Incorporation applications
are processed by the Irish Companies
Registration Office (CRO), which is the central
repository for public statutory information
regarding Irish companies.

Incorporating an Irish company

What is the main type of entity used by multinational
companies doing business in Ireland?

The vast majority of multinational companies choose to do
business in Ireland through a private company limited by shares
(LTD). The main advantage of using an LTD is that shareholders
enjoy limited liability and the on-going compliance burden is low
compared with a public limited company.

Some multinational companies choose to do business in
Ireland through unlimited liability companies. The principal
advantage of using an unlimited liability company is that it
can offer privacy and flexibility from a corporate governance
and compliance standpoint in certain areas. The principal
disadvantage is that the shareholders could theoretically be
exposed to unlimited liability for the company’s debts in the
event of insolvent liquidation.
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Establishing Irish operations
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A body corporate can act as company
secretary and many multinational

companies opt to delegate this function
to professional company secretarial
service providers.

Other multinational companies opt to incorporate a public
limited company (PLC) in Ireland. The advantage of using a
PLC is that it can be traded on a public market, such as the
main market of the Irish Stock Exchange or the New York
Stock Exchange or NASDAQ. In that context, PLCs were the
vehicle of choice in the inversion transactions that were a
common feature of the Irish corporate/M&A landscape in
previous years.

In addition to the above, foreign companies can also do
business in Ireland through certain other company types or
alternatively through branches or partnerships.

What is involved in the incorporation process?

Incorporating a company in Ireland is straightforward.

Once the proposed shareholder(s) and officers have been
identified, the applicant(s) must prepare an incorporation
application (Form A1). The Form A1 must be filed at the

CRO, together with the company’s constitutional document
(being a one-document constitution in the case of a LTD;

and a memorandum and articles of association for all other
company types) which sets out the company’s parameters and
regulations. If the company will have no EEA-resident director
(see further below), a non-resident bond must be obtained
from a local insurer in Ireland and this must also be filed with
the incorporation paperwork.

Where the CRO'’s express incorporation scheme is used,
a company can be incorporated in as few as three to five
business days.

What is the management structure of an Irish company?

Under Irish company law, the management of the business of
the company is delegated to the board of directors (subject to
any contrary provisions in the company’s constitution and/or

any directions given by resolution of the shareholders).
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An LTD may have as few as one director (other company types
must have at least two). However, for practical, logistical

and internal governance reasons, most Irish subsidiaries of
multinational companies will typically appoint at least two
directors to their boards.

At least one of the directors must be resident of a member
state of the European Economic Area (EEA) (that is, the EU,
plus Iceland, Liechtenstein and Norway) or alternatively the
company must obtain and file at the CRO a non-refundable
insurance bond to the value of €25,000 (the purpose of the
bond is to secure the company’s compliance with its Irish
company law obligations). A company can also avoid the EEA
resident director requirement where it obtains a certificate
from the CRO confirming that it has a real and continuous link
with one or more economic activities in Ireland.

Every Irish company must also have a company secretary.
The company secretary is essentially the chief administrative
officer of the company and is responsible for maintaining

(or procuring the maintenance of) the company'’s statutory
records. The directors of the company have a duty to ensure
that the secretary has the skills necessary to enable him or
her to carry out his/her duties. A body corporate can act as
company secretary and many multinational companies opt
to delegate this function to professional company secretarial
service providers.

How is the share capital of an Irish company typically
structured?

Irish companies can have as few as one shareholder. The
nominal share capital of an LTD can be as large or as small
as the shareholder(s) wishes and many multinationals will
incorporate a single-member Irish subsidiary with a paid- up
share capital as low as one share of €1.00. The capital can
be in any currency denomination, although typically it is

expressed in Euro.
O JCORNOY
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Establishing Irish operations
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A director will not be held liable for
breach of duty for a mere error of
judgment where he/she has otherwise
acted honestly and responsibly with

regard to the company.

Shares of different classes can be issued and the rights and
restrictions attaching to the different classes will be set out in
the company’s constitution.

A PLC must have a share capital of at least €25,000, of which
at least 25% of the nominal value and the entire premium
must be paid up.

Are there any restrictions regarding choice of company name?

An LTD must include the word “Limited” or “Ltd” (or the Irish
language equivalent - “Teoranta” or “Teo”) in its name. The
CRO may refuse a name if it is identical to, or too similar

to the name of an existing company, if it is offensive or if

it would suggest Irish State sponsorship. Names which are
phonetically and/or visually similar to existing company
names will also be refused by the CRO. A company name
may be reserved for a period of up to 56 days in advance

of incorporation. Note that registration does not give the
company any proprietary rights in the company name.

How are Irish companies typically funded?

As mentioned, an LTD can be incorporated with a paid up
share capital of as low as €1. Post-incorporation, there

are many options for providing additional funding to the
company, if required, including share subscriptions, loans
from the shareholders or external sources and capital
contributions. You should speak to your legal and tax advisors
prior to engaging in any funding transaction to ensure that
the transaction is completed in accordance with applicable
company law requirements.

How does a company set up a bank account in Ireland?

Generally, the company will be required to complete a form
of bank mandate which must be formally approved by a
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resolution of the directors in accordance with the bank’s
requirements. As part of the account opening process, the
company will be required to comply with the bank’s “know-
your-client” requirements, in line with Irish and EU anti-
money laundering legislation.

Directors’ duties

What are the fiduciary duties of a director of an Irish
company?

The directors of an Irish company are subject to a range of
fiduciary duties under Irish law, which are codified in the
Irish Companies Act 2014 (the Companies Act). These duties
include:

= the duty to act in good faith and in the best interests of
the company
= the duty to act honestly and responsibly

= the duty to act in accordance with the company’s
constitution and exercise his/her powers only for
purposes allowed by law

= the duty not to use the company’s property, information
and opportunities for his/her own benefit

= the duty not to restrict his/her power to exercise
independent judgment

= the duty to avoid conflicts of interest

= the duty to exercise the care, skill and diligence of a
reasonable person

Directors are also subject to a number of statutory duties
under the Companies Act.

@<~



Establishing Irish operations

A director will not be held liable for breach of duty for a
mere error of judgment where he/she has otherwise acted
honestly and responsibly with regard to the company.
Attendance at regular board meetings will be an important
factor in demonstrating that a director has discharged his/
her fiduciary duties.

Can an Irish company indemnify its directors against liability?

The extent to which an Irish company can indemnify
directors is limited. An Irish company may only indemnify a
director for liability that does not involve negligence, default,
breach of duty or breach of trust. Any provision whereby

an Irish company purports to indemnify a director for such
matters will be unenforceable. With that in mind, directors
of Irish companies will frequently obtain a broader indemnity
from another non-Irish company in the group (e.g. a US
holding company) and/or any existing group directors and
officers insurance coverage will be extended to cover their
Irish directorships.

Board and other meetings

How many board meetings do we need to hold every year?

Irish company law does not prescribe a minimum number of
board meetings to be held each year. However, the number
of meetings must be sufficient to enable the directors to
discharge their fiduciary duties to the company. Depending
on a company'’s activity levels, quarterly board meetings are
generally considered good practice.
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Irish company law permits telephonic board meetings (subject
to the provisions of the company’s constitution) and also
allows the directors to make unanimous written decisions

in lieu of a board meeting. Minutes should be taken of all
resolutions passed and proceedings taking place at board
meetings and placed on the company’s minute books.

Are there any other mandatory company meetings?

An Annual General Meeting (AGM) of the shareholders

must be held once in every calendar year. Usual business
transacted at the AGM is the presentation of statutory
financial statements, review by the members of the company'’s
affairs, the election and re-election of directors and the re-
appointment of auditors.

Post-incorporation obligations

What are the principal company law compliance obligations
that will apply to the company post- incorporation?

Maintenance of statutory registers

An Irish company must maintain various statutory registers,
including a register of members, register of directors and
secretaries, register of directors’ and secretaries’ interests
in shares and debentures, register of debenture holders

and register of beneficial owners. Certain of these statutory
registers are open to inspection by the public on request.

An Irish company is now obliged to take certain steps to:

i. hold accurate information in respect of its beneficial
owners and

ii. maintain a beneficial ownership register.

@< =0
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Establishing Irish operations

This information on an Irish company’s beneficial ownership
register will also be publically available on the Central Register
of Beneficial Ownership, in accordance with EU anti-money
laundering legislation.

More information on this can be found in our guidance note
here.

A company also has to keep minutes of its general meetings
and the directors are obliged to keep minutes of all directors’
meetings.

Maintenance of accounting records

An Irish company and its directors are obliged to keep
adequate accounting records to ensure that the accounts of
a company are up to date, accurate and allow the financial
position of the company to be determined with reasonable
accuracy. It is an offence for a director or any other officer to
destroy or interfere with a company’s books and records.

Preparation of annual audited financial statements

The directors must arrange for the preparation of financial
statements for each financial year which give a true and

fair view of the state of the affairs of the company’s assets,
liabilities, financial position and profit or loss for that period.
The directors must ensure that the financial statements are
prepared in accordance with either International Financial
Reporting Standards (IFRS) or in accordance with the
Companies Act and accounting standards generally accepted
in Ireland. The financial statements must be laid before the
company'’s shareholders at its annual general meeting and will
be publicly filed in the CRO. There are exemptions from the
audit requirement for certain smaller companies or groups of
companies and dormant companies.

A&L Goodbody

For Irish companies over a certain size (balance sheet of

over €12.5m and turnover which exceeds €25m), the annual
financial statements must include a directors’ compliance
statement in which the directors must acknowledge
responsibility for securing compliance by the company with
tax law, and certain company law provisions; and confirm that
certain things have been done or provide explanations as to
why those things have not been done.

Preparation of annual return

Irish companies are obliged to publicly file an annual return
with the CRO once a year. This document contains details
of the company'’s directors and its issued share capital. The
timing of the annual return filing depends on the company’s
annual return date (ARD). The first ARD for a new company
will be the date which is six months after its incorporation.
The annual return must be filed within 28 days of the ARD,
although it is possible to change and in some cases extend a
company’s ARD. Subject to limited exceptions, the audited
financial statements must be annexed to the annual return
(other than the first annual return). These will become publicly
available information on the company’s file at the CRO.

Display of company name and other details

The company’s name, registered office address, registered
number and the name and nationality (if not Irish) of all directors
must be included on all business letters. This information
(excluding director’s names) must also be included on the
company’s website. The company name must be stated in

all notices and other official publications, bills of exchange,
promissory notes, endorsements, checks, orders for money or
goods, invoices, receipts and letters of credit. The company name
must also be displayed on the outside of every office or place in
which its business is carried on and at its registered office.
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Cash repatriation

There are several ways in which an Irish company can return
cash to its shareholders including: loans, share buy-backs
and redemptions, share capital reductions and dividends. You
should speak to your legal and tax advisors prior to engaging
in any repatriation transaction to ensure that the transaction
is completed in accordance with the applicable procedures
and rules set out in the Companies Act.

Other matters

Various transactions and activities that the company may
engage in from time to time may require specific notifications
to be made to the CRO and/or other statutory bodies,
including but not limited to:

m  change of directors, secretary or auditors

m  changes in share capital (increase or reduction of share
capital, transfer of shares etc.)

m  change of name
= amendment of constitution

= change of company status (limited to unlimited private to
public, etc.)

®  significant transactions with the company’s directors

m  provision of financial assistance (loans etc.) in connection
with the acquisition of shares in the company or its
holding companies

= changing the company’s financial year end
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Dissolving a solvent Irish company

Dissolving a solvent Irish company is a relatively
straightforward administrative procedure. There are two
principal options available - members’ voluntary liquidation
and voluntary strike-off. Where there are EU or Irish
companies in the group, it may also be possible to dissolve the
company in the context of a domestic or cross-border merger.
For more information on these restructuring options, please
contact a member of the A&L Goodbody team.

Grants and other incentives

Are there any grants or assistance available when
establishing in Ireland?

IDA Ireland is Ireland’s inward investment promotional
agency with national responsibility for promoting foreign
direct investment into Ireland. With offices across the US
and worldwide, IDA Ireland can offer invaluable practical and
logistical assistance to multinational companies considering
establishing Irish operations.

In addition to practical assistance, IDA Ireland can, in certain
cases, offer grant assistance to multinational companies
establishing or expanding their Irish activities. For the

most part, grant assistance is linked to job creation and is
contingent on the company submitting a formal business
plan to IDA Ireland. Any potential grant aid is negotiated on
a project-by-project basis and is subject to approval of the
board of IDA Ireland. Total grants are subject to ceilings as
dictated by EU state aid rules.

For more information on IDA Ireland and the assistance that
they can offer to multinational companies, please visit their
website at: www.idaireland.com.

@< =0


https://www.algoodbody.com/services-people/restructuring-insolvency
http://www.idaireland.com

“ ‘\ 03 Taxation _

i

A&L Goodbody

Ireland has for many years used tax incentives
as a powerful tool to attract inward
investment; and has been extremely successful
in this regard, particularly in terms of US
investment. Key to that success is the 12.5%
rate of corporation tax on trading profits.

To complement the 12.5% rate, Ireland has introduced tax
legislation intended to make Ireland an attractive location for
holding companies and regional headquarters, particularly for
EMEA operations (e.g. no capital gains tax on gains from the
sale of certain shares and reduced tax on foreign dividends).
Other key tax benefits of investing in Ireland include:

m  tax relief on the acquisition cost of Intellectual Property
(IP) and other intangibles

a general R&D tax credit system giving an effective tax
deduction of 37.5% for qualifying expenditure

the first OECD compliant patent box regime (the
Knowledge Development Box (KDB) with 6.25% effective
tax rate on profits arising from certain types of IP)

extensive domestic exemptions from withholding tax on
interest and dividend payments

no withholding on royalties paid to EU/Treaty countries
and potentially on payments to non- EU/non-Treaty
countries

no thin capitalization rules
no capital duty

a wide, and growing, treaty network
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Taxation

Corporate 12.5%  Applies to trading income (including
tax qualifying foreign dividends paid
out of trading profits)
25% Applies to all other income
(including non-trading income and
non-qualifying foreign dividends)
Capital 0% Participation exemption on
Gains qualifying share sales
Tax 33% Standard rate for gains (subject to
various reliefs/exemptions)
Customs Various No duty on Irish goods moving
duty intra-EU. Various rates apply to
goods being imported from outside
the EU
Stamp 1-2% Payable on certain documents
duty relating to, e.g. transfers of
residential property and share
sales (subject to various reliefs/
exemptions
7.5% Payable on certain transfers of non-
residential property
Tax 74 74 treaties signed with 73 currently
treaties in effect with many major business
jurisdictions
Value 23% Standard rate
Added 13.5%  Heating fuel, electricity, building
Tax .
services, hotels, restaurants,
catering services etc.
9% Entertainment, tourism and

hospitality sectors, newspapers,
sports facilities and e-books etc.
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Corporate taxation Residence

A company incorporated in Ireland is tax resident in Ireland
unless, under the terms of a double tax treaty, it is considered
to be tax resident elsewhere.

A non-lIrish incorporated company may still be resident in
Ireland for tax purposes if it satisfies the central management
and control test. Factors important to satisfying the test
include the location at which the meetings of the board of
directors take place and the tax residence of the directors of
the company.

Principles and rates

Corporation tax is charged at 12.5% on profits of a trade
carried on at least partly in Ireland subject to certain
exceptions while non-trading income (e.g. investment income)
is taxed at 25%.

There is no statutory definition in Irish tax law as to what
constitutes a “trade” although the UK courts have set down a
number of general principles which are broadly followed. The
primary characteristics of a trade are operational substance,
profit motive, the taking of risk to generate a profit, dealing
with a number of (ideally third party) customers, etc.

The concept of “trading” pre-supposes a certain level of
activity by the company - it must be actively engaging in its
business and deriving profits from its business, rather than
simply passively receiving investment income. However,
the “trading” analysis is not industry or function specific -
any revenue-generating activities can potentially qualify

as “trading” activities benefitting from the 12.5% rate. In
addition to traditional activities such as manufacturing, many
multinationals with decentralized models locate activities
ranging from back office to marketing/customer support
functions in Ireland, availing of the 12.5% rate. Examples of

such activities include:
@< =0
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Taxation

®  treasury/cash management functions (including insurance,
hedging and risk management)

m  |T/technical support and data management

= supply chain management

= |P management and exploitation

= marketing/customer support activities

= back office functions (such as legal, finance and HR)
m R&D activities

Any gain made on the disposal of a capital asset of a company
is taxed at 33%.

Taxation of non-resident companies

Subject to applicable double tax treaty provisions, a non-
resident company carrying on business in Ireland through,
for example, a branch will be liable to corporation tax on its
branch profits. If the company has no taxable presence in
Ireland (e.g. no branch) it will be subject to income tax on any
Irish source income it has.

A non-resident company is generally outside the scope of
Irish capital gains tax except for example on disposal of
Irish real estate.

Taxation of dividends paid to foreign corporate shareholders

As a general rule, dividends and other distributions paid

by Irish resident companies are subject to 25% dividend
withholding tax (DWT). However, there are wide domestic
exemptions applying. For example, there is no DWT on
dividends paid to a non-Irish tax resident company (i) which
is resident in an EU Member State or a country with which
Ireland has a double tax treaty, provided that company is not
controlled by any person or persons resident in Ireland, or (ii)
which is ultimately controlled by a person or persons resident
in an EU Member State or a country with which Ireland has a
double tax agreement.

Taxation of foreign dividends received by Irish companies

Ireland does not give a participation exemption for dividends
from foreign companies but instead operates a foreign tax
credit system. In taxing foreign sourced dividends, credit is
generally available for any foreign withholding taxes suffered
and for underlying taxes on profits out of which the dividend
is paid.

Broadly speaking:

= Foreign dividends paid by companies resident in the EU or in
tax treaty countries out of trading profits are taxed at 12.5%.

= Dividends paid out of trading profits by a company
resident in a non-treaty country are taxed at 12.5% where
the company paying the dividend is a 75% subsidiary of a
quoted company.

m  The 12.5% rate also applies to “portfolio” dividends
(where there is a holding of not more than 5%) from EU/
treaty partner country regardless of whether paid out of
trading profits.

A&L Goodbody

m  Otherwise, foreign dividends paid by companies resident
in the EU or in tax treaty countries out of non-trading
profits are normally taxed at 25%.

= Taxation of interest paid to foreign corporate
shareholders

= |nterest paid by an Irish company to a non-Irish resident
is subject to interest withholding tax, currently at the rate
of 20%.

However, there are wide domestic exemptions from this
withholding tax. For example, where the interest is paid by an
Irish company in the ordinary course of its trade to a company
which is tax resident in an EU Member State (other than
Ireland) or a country with which Ireland has signed a double
tax treaty and that country imposes a tax that generally
applies to foreign source interest. This assumes, however,
such interest is not paid in connection with an Irish branch
trade or business.

Taxation of royalties paid to foreign corporate shareholders

Patent royalties are eligible for a domestic withholding
exemption where the payments are made by a company in the
course of a trade or business to a company resident in an EU
Member State (other than Ireland) or in a tax treaty country.
The payments must be made for bona fide commercial
reasons to a company in a territory that generally imposes a
tax on royalty payments receivable from outside that territory.
The exemption does not apply where the royalties are paid

in connection with a trade carried out in Ireland through a
branch or agency by the receiving company.

In addition to the statutory exemptions from withholding

on patent royalties, a further category of exemption can be
obtained under an administrative statement of practice issued
by the Irish Revenue Commissioners (the Irish tax authority).
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Taxation

Permission for payment of patent royalties without deduction
of tax can be applied for where the recipient is not resident in
the EU or in a tax treaty country once a number of conditions
are satisfied. The royalty must be paid in respect of a non-Irish
patent by a company in the course of its trade, and under

a licence agreement executed and subject to law outside
Ireland. There are restrictions on the recipient company, which
must be the beneficial owner of the payment, and must be
neither resident in Ireland nor carrying on a trade in Ireland
through a branch or agency (even if that branch or agency is
unconnected with the royalty payment).

Withholding is not imposed on other forms of royalties (e.g.
copyright), nor on payments such as aircraft lease rentals unless
exceptionally the payments could be regarded as “annual
payments” - payments in the nature of pure income profit.

Thin capitalization rules

Ireland does not have thin capitalization rules, so that a
company can be primarily debt-financed. However, there
are certain restrictions on interest deductibility - e.g. where
the interest is “connected with” shares in the company, is
“excessive” or is paid to a 75%+ non-EU parent company.

CFC rules

Ireland introduced controlled foreign company (CFC) rules

in line with the EU Anti-Tax Avoidance Directive (ATAD)
requirements from 1 January 2019. ATAD allows Member
States to determine whether the income of a CFC should be
attributed to its parent using one of two options. Ireland has
opted for option B.

Option B attributes undistributed income arising from
non-genuine arrangements put in place for the essential
purpose of obtaining a tax advantage. It focuses on bringing
the income that is artificially diverted from Ireland to a

low tax jurisdiction back into the Irish tax net. There are a
number of exclusions from the scope of the CFC charge. For
example, the CFC charge does not apply where securing a tax
advantage was not the essential purpose of the arrangement
giving rise to the CFC'’s income or where the CFC has profits
of less than €75,000 or low value activities.

In addition Ireland has certain “close company” rules which,
in certain cases, can attribute a gain of a foreign subsidiary to
the Irish company.

Transfer pricing rules

In 2019, Ireland revised its transfer pricing rules to bring

the rules in line with the 2017 OECD Transfer Pricing
Guidelines (the 2017 Guidelines). The new rules take effect
for accounting periods beginning on or after 1 January 2020
and provide that what constitutes an “arm’s length price” will
be determined in accordance with the 2017 Guidelines. In
addition, the changes mean:

m  [rish transfer pricing rules now apply to certain non-
trading transactions, certain larger capital transactions
and to previously “grandfathered” transactions that were
agreed pre-1 July 2010

m there are enhanced Irish transfer pricing documentation
requirements in line with the 2017 Guidelines
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m  the Irish Revenue Commissioners may invoke a “substance
over form” provision to disregard and recharacterise a
transaction in certain circumstances

®  subject to the execution of a Ministerial Order, Irish
transfer pricing rules will apply to transactions involving
small and medium enterprises (SMEs).

Exit Tax

Pursuant to the ATAD, Ireland introduced exit tax provisions
in Finance Act 2018 (which provisions were subsequently
broadened pursuant to Finance Act 2019). The measures
provide that where:

® 3 company migrates its tax residence from Ireland, or

®m 3 company transfers assets from its Irish permanent
establishment to its head office or to a permanent
establishment in another territory or transfers a business
(including the assets of a business) carried on by an Irish
permanent establishment to another territory,it will be
deemed to have disposed of and immediately reacquired
the assets at market value.

The deemed disposal and reacquisition will be regarded as

a chargeable event giving rise to a chargeable gain (or loss),
subject to tax at a rate of 12.5%. The charge will not apply
where Ireland retains taxing rights on a subsequent disposal of
the assets (i.e. where they remain within the charge to Irish tax).

Wide treaty network

Ireland has a wide network of treaty partners. Comprehensive
double taxation agreements have been signed with 74

countries (see page 18), 73 of which are currently in effect. The
agreements generally cover direct taxes, which in the case of
Ireland includes income tax, corporation tax and capital gains tax.
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List of 74 countries with which Ireland has signed a Double
Taxation Agreement as at 1 March 2021

(of which 73 are currently in force)

Albania Canada France Japan Moldova Romania Thailand
Armenia Chile Georgia Kazakhstan Montenegro Russia Turkey
Australia China Germany Korea Morocco Saudi Arabia Ukraine

Austria Croatia Ghana Kuwait Netherlands Serbia United Arab Emirates
Bahrain Cyprus Greece Latvia New Zealand Singapore United Kingdom
Belarus Czech Republic Hong Kong Lithuania Norway Slovak Republic ~ United States
Belgium Denmark Hungary Luxembourg Pakistan Slovenia Uzbekistan
Bosnia & Egypt Iceland Macedonia Panama South Africa Vietnam
Herzegovina Estonia India Malaysia Poland Spain Zambia
Botswana Ethiopia Israel Malta Portugal Sweden

Bulgaria Finland Italy Mexico Qatar Switzerland
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Personal taxation

The tax treatment of an individual depends on whether the
individual is considered resident, ordinary resident and/

or domiciled in Ireland. Broadly speaking, an individual is
“resident” in Ireland if he/she spends 183 days in Ireland in a
calendar year. A “day” refers to presence at any time during
the day. An individual is ordinarily resident in Ireland where he
has been resident in Ireland for each of the three preceding
years. Domicile is broadly speaking the individual’s natural
home unless a new domicile is acquired.

Taxation of employees - operating payroll taxes

Employment income is subject to a system known as Pay
As You Earn (PAYE) which provides for the deduction at
source by an employer of employee taxes i.e. income tax,
the Universal Social Charge (USC) and Pay Related Social
Insurance (PRSI), on that income.

Income tax is charged at two rates. For the tax year 2021, the
standard rate is 20% and the higher rate is 40%. The amounts (in
Euro) beyond which the higher rate is relevant are as follows:

Single Person 35,300

Married Couple (one earner) 44,300

Married couple (two earners) 70,600
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USC is payable on gross income of individuals in addition to
income tax. For the year 2021 the following rates apply:

First 12,012 0.5
Next 8,472 2
Next 49,560 4.5
Remainder 8

PRSI contributions in respect of employed individuals are paid
partly by the employer and partly by the employee as follows:

Employer 11.05

Employee 4

Taxation of employees - special assignment relief programme

An employee assigned to work in Ireland by their existing
employer for a period of at least one year may be entitled,
subject to certain conditions being satisfied, to claim a
deduction from their employment income tax liability under
the Special Assignee Relief Programme (SARP).

The purpose of SARP is to attract mobile talent by reducing the
equalization cost to companies of assigning skilled individuals
and key decision makers from abroad to take up positions

in Ireland. SARP offers relief from income tax on 30% of the
employee’s income between €75,000 and €1,000,000.
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Personal tax implications of residence and domicile

Yes Yes/No Yes Worldwide income

|! Taxation

Yes Yes/No No Irish source income; foreign employment income to the extent duties of the
employment are performed in Ireland; and other foreign income to the extent that it is
remitted into Ireland.

No Yes Yes Worldwide income with the exception of: income from a trade or profession no part of
which is carried on in Ireland; income from an office or employment, all the duties of
which are carried on outside Ireland (apart from incidental duties); and other foreign
income, provided that it does not exceed €3,810.

No Yes No Irish source income and foreign income to the extent it is remitted to Ireland. Income from
the following sources is not liable to Irish income tax, even if remitted to Ireland: income
from a trade or profession no part of which is carried on in Ireland; income from an office
or employment, all the duties of which are carried on outside Ireland (apart from incidental
duties); and other foreign income, provided that it does not exceed €3,810.

No No Yes/No Irish source income and income from a trade, profession or employment exercised in Ireland.

Other taxes Capital Gains Tax (CGT)

Irish tax resident companies are subject to tax on their
chargeable gains while non-Irish tax resident companies are
outside the scope of Irish CGT except on the disposal of
certain specified assets (e.g. Irish real estate). The current
rate of CGT is 33% and broadly applies to the difference
between the sale proceeds and acquisition costs. In certain
circumstances, such as transactions between connected
parties, market value attribution rules will apply to deem
the disposal to be for a consideration equal to the market
value of the asset. There are various reliefs from CGT on the
transfer of assets intra-group and in the context of company
reconstructions and mergers.

Stamp duty and capital duty

Stamp duty applies to documents implementing certain
transactions and is payable within 30 days of signing. Broadly
speaking, transfers of non-residential property are subject to
stamp duty at 7.5% while transfers of Irish shares are subject to
stamp duty charged at 1%. There are exemptions from stamp
duty in certain cases, including for qualifying IP and certain
financial instruments while various reliefs apply in the case of
company reconstructions and intra-group transfers. There is no
capital duty on the issue of shares by an Irish company.
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Taxation
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Value Added Tax (VAT)

VAT applies to the supply of goods and services by businesses
and to the importation of goods into Ireland. The standard

rate is currently 23% but a broad range of goods and services
benefit from lower rates (currently 13.5% and 9%), zero

rating and exemption. There is a relatively broad application

of exemption to outsourced services in the financial services
industry which is particularly important. VAT group registration
is also available and widely used in the financial services
industry in particular.

Capital Acquisition Tax (CAT)

CAT arises in instances where individuals become beneficially
entitled to property, either by way of a gift or inheritance. The
charge generally arises where

m the donor (giver) is resident or ordinarily resident in Ireland

= the donee (recipient) is resident or ordinarily resident in
Ireland or

® the subject matter of the gift or inheritance is situated
in Ireland. Special rules apply to non-domiciled donors
and donees. The CAT rate is currently 33% and is applied
above certain tax free thresholds. Where CGT and CAT
arise on the same event, a credit may be available in
respect of the CAT liability.

Customs duty

Intra-EU transfers of goods are free of customs duties. Goods
imported from outside the EU may be subject to customs duty,
the rate of which can depend on various factors including

the tariff classification of the goods and their origin, this can
include importation of goods from the UK, subject to the
appropriate rules of origin
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04 Employee relatlons

Irish labor law is broadly shaped by the
laws of the European Union. Generally,
Ireland implements European legislation on
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a “minimum standards” basis which means
Irish labor laws are more flexible than other
European countries

Employers in Ireland enjoy broad freedom of contract with
limited statutory requirements relating to minimum wage,
vacation entitlements, maximum working hours and rest
breaks. Legislative protection is afforded to employees in the
areas of dismissals and redundancies.

Employees who perform their role in Ireland are afforded the
protections of the mandatory laws of Ireland, notwithstanding
the choice of law which governs their employment contract.

The Workplace Relations Commission (the WRC) is the body
responsible for adjudicating the majority of employment law
disputes in Ireland. It is a two-tiered system - all employment
complaints are dealt with by an Adjudication Officer in the
first instance, with a right of appeal to a three member
Labour Court. There is no provision for awarding costs to the
successful party, and accordingly parties to all employment
complaints at the WRC bear their own costs.

The WRC provides a mediation service to any complaint
which the WRC deems may be capable of resolution. Each
party to a complaint has an absolute right to object to
mediation being used.
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The form of mediation used depends on the nature of the
complaint, the parties and the mediation officer; however,
in general it is done either by a series of phone calls or a
mediation hearing.

The Irish Constitution also informs Irish employment law. All
employees have a constitutional right that the procedures
followed in an employment matter are applied fairly and

in accordance with natural justice. Additionally, every
individual has a constitutional right to join a union of their
choice. However, there is no obligation on employers to
“recognize” trade unions and employers are not required to
enter into negotiations or agreements with trade unions in
relation to their employees. It is for this reason that many US
corporations in Ireland do not have unionized employees.

The regulation of the employment relationship

Employment law in Ireland is regulated by a combination of
Irish and European Union laws. Some of the most important
of these are as follows:

A&L Goodbody

Written
contract of
employment

Employers are obliged to provide a written statement of relevant and important work information (such
as identity of employer, working hours, salary, benefits and duties of employment) within a specified
timeframe. Most employers comply with this requirement by incorporating the required terms and
conditions into the employee’s contract of employment.

Maximum 48 hour maximum average working week, calculated over a reference period of four months.

working

week

Vacation Employees accrue paid vacation based on time actually worked, subject to a statutory minimum of four

entitlements

working weeks (20 days) for full-time employees. Employees are also entitled to a paid day off or an
additional day’s pay in respect of Irish public holidays (currently nine in total).

Protected
leave

Ireland provides for statutory leave in a number of situations. While employers are not obliged to pay
employees during maternity, adoptive or paternity leaves, many do pay basic salary (less the State benefit)
during all or part of the basic portion of the leave, depending on the industry.

Maternity Leave - 26 weeks' basic leave, with an option to take an additional 16 weeks’ unpaid leave
(giving a total entitlement of 42 weeks’ maternity leave). A State maternity benefit payment is payable by
the Department of Employment Affairs & Social Protection during the 26 weeks basic leave. The payment
is currently capped at €245 per week.

Adoptive Leave - 24 weeks’ basic leave, with an option to take an additional 16 weeks’ unpaid leave (giving
a total entitlement of 40 weeks’ adoptive leave). A State adoptive leave benefit payment is payable by the
Department of Employment Affairs & Social Protection during the 24 weeks basic leave. The payment is
currently capped at €245 per week.

Paternity Leave - two weeks' leave. A State paternity benefit payment is payable by the Department of Employment
Affairs & Social Protection for the two weeks’ leave. This payment is currently capped at €245 per week.

Carer’s Leave - 104 weeks' unpaid leave. Available to employees with over one year’s service to take care
of a “relevant person”. Eligibility to take the leave is strictly subject to the Department of Employment
Affairs & Social Protection formally approving the employee’s application to take the leave.

Parental Leave - 22 weeks unpaid leave. Available to employees with over one year’s service to take care
of a child in respect of whom they are the natural or adoptive parent or in loco parentis. In most cases the
child must be under 12 years old. The leave must be taken in blocks of at least six weeks (unless employer
consents to taking the leave in less than six week blocks).

Parent’s Leave - two weeks’ leave. Available to employees during the first year of their child’s birth
or adoption. A state parent’s benefit is available from the Department of Employment Affairs & Social

Protection, which is currently capped at €245 per week.
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Employment Irish legislation prohibits discrimination in relation to access to employment, promotional opportunities,

equality equal pay, working conditions, training or experience, dismissal and harassment (including sexual
harassment) on any of the following grounds: sex, civil status, religion, age, race, disability, family status,
sexual orientation and membership of the Traveller Community (the Protected Grounds).
Discrimination is defined as treating one person in a less favorable way than another person based on any
of the Protected Grounds and exposes the employer to a potential claim under the Employment Equality
legislation, irrespective of whether the individual becomes an employee. Irish law protects employees from
direct discrimination, indirect discrimination, harassment and victimization.

Transfer of The Transfer Regulations (or TUPE) can be a relevant consideration for parties to a business sale,

undertakings acquisition, reorganization, restructuring or outsourcing.

(commonly

referred to Broadly speaking, if TUPE applies to an acquisition of a business (or part of a business), it transfers the

as TUPE) employees of that business from one employer to the other (generally from the seller to the buyer). The

employees of that business transfer on their existing terms and conditions (with a limited exception in
relation to pensions), with their accrued service preserved, and also with the benefit of any collective
agreement which was in force immediately prior to the transfer. In addition to the above, all pre-existing
liabilities also transfer with any transferring employees.

TUPE will only apply where there is transfer of a business (or a distinct part of a business), from one
employer to another (as a result of a legal transfer or merger), and the transferring business retains its
identity following the transfer. By way of example, TUPE would not apply to the acquisition of a business
by way of share sale, because there would be no change to the employing entity.

If TUPE applies, both parties are obliged to inform the employees affected by the transfer. Consultation
obligations arise where measures are envisaged in relation to the employees.

If TUPE applies, all dismissals connected to the transfer are deemed to be unfair. However, a buyer is
permitted to reduce the workforce (as required) post-transfer, if it can demonstrate that the dismissals are
for economic, technical or organizational reasons (commonly referred to as the ETO Defense).
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Employees are statutorily obliged to give an employer a minimum of one week’s notice of termination, and
employers are obliged to provide an employee with a minimum notice of termination (ranging from one
week to eight weeks) depending on the employee’s length of service.

However, in practice, most employers in Ireland provide for longer notice provisions in the contract of
employment. The length of notice generally depends on the employee’s role, seniority and the length of
time if would take the employer to replace the individual. In addition to providing longer notice provisions
in the contract, employers also often reserve the right to pay in lieu of notice, and to put the employee on
garden leave in the event that notice is served by either party.

In circumstances of gross misconduct, the employee may be summarily dismissed without notice,
following a disciplinary process.

Unfair
dismissal

“Employment at will” does not exist as a concept in Ireland and employees are protected against dismissal
without cause. A dismissal is unfair, unless an employer can prove that it was fair. For further information,
see the “Termination of Employment” section on the next page.

Redundancy/
severance

Irish legislation provides specific protection for employees, where their position ceases to exist and they
are not replaced. It mainly covers situations where there is a reduction in the number of employees in a
business. However, it may also include a reorganization or restructuring, where the duties of an employee
are to be undertaken by other employees, or transferred to other teams. In cases of redundancy, it is vital
that a genuine and valid redundancy situation exists, and that any selection process is fair.

The specific statutory rights for employees being made redundant are as follows:

= an entitlement to statutory redundancy pay (calculated on the basis of two weeks’ pay per year of
service plus one weeks’' bonus pay (a week’s pay is capped at €600)) provided the employee has two
years continuous service

= paid time off to look for alternative employment or arrange training

Depending on the industry, employers may pay enhanced severance terms, subject to the employees
signing waiver agreements, however this is not mandatory.

Collective
redundancy

Where a “collective redundancy” situation arises, specific statutory consultation obligations and
notifications to the Minister for Employment Affairs and Social Protection and to the employees are
triggered for the employer. These obligations and notification requirements apply to employers with a
workforce of 21 employees or more.

A “collective redundancy” is one that involves making a specified number of employees redundant (i.e. at
least five) within a 30 consecutive day period. A failure to comply with the notification and consultation

requirements is very serious and could result in substantial penalties.
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Consultation

As a result of our European Union membership, Ireland has
implemented legislation imposing obligations on employers
to consult with its employees in the situations set out below
- the first two scenarios are the most common situations that
require employers in Ireland to consult with their employees.

= TUPE - as noted previously, where TUPE applies, the
transferor and transferee in the context of a business
transfer must inform (and in certain situations consult
with) representatives of the employees that are affected
by the transfer.

»  Redundancy - as noted previously, employers must
consult with employees in all redundancy situations (both
collective redundancies and individual redundancies).
Employers are required to consult on the proposal to
restructure the role (or make the required reductions in
the workforce), prior to making a final decision in relation
to the redundancy of that role. This is on the basis that
employers must act in a reasonable manner and follow
fair procedures in relation to any dismissal, including
a redundancy. As part of the consultation, employers
should also consider any alternative roles which might
be available and consult with employees about such
alternative roles before making a final decision in relation
to redundancy.

= European Works Councils - multinational organizations
which employ at least 1,000 employees throughout
the EU, of which at least 150 are employed in each of
two EU member states, may be required to establish
European Works Councils to inform and consult on a

range of management issues relating to transnational
developments within the organization.

m  Request to consult - a business employing at least 50
employees is required to put in place a process to inform
and consult with its employees where such a request to
do so is made by 10% of employees (subject to a minimum
of 15 and a maximum of 100 employees - the “employee
threshold”).

Termination of employment

Dismissal of employees is regulated by statute and the
employment contract. All employers are obliged to have in
place a disciplinary procedure setting out the steps to be
followed by an employer in dealing with issues of concern
such as conduct and performance. The procedure must be fair
and allow not only for the employer to bring issues of concern
to the attention of the employee, but also for the employee
to defend him or herself before any decision is made as to
disciplinary action. Failure to follow fair procedures, and/or
establish a fair reason for dismissal, may lead to a finding of
unfair dismissal against the employer notwithstanding the
giving of notice of termination.

The primary piece of legislation governing the dismissal of
staff is the Unfair Dismissals Acts 1977 - 2015 (the Unfair
Dismissal Acts). The Unfair Dismissal Acts provide that every
dismissal is deemed to be unfair unless it is based on one of
the fair grounds for dismissal:

1. capability 5. competence of the

. conduct employee

2
3. qualification 6. statutory prohibition
4

some other substantial
reason justifying dismissal

redundancy of the role 7.

The Unfair Dismissal Acts provide that the onus is on the
employer to show that not only was the dismissal for a fair
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reason, but also that fair procedures are followed in effecting
the dismissal. The extent of fair procedures to be followed will
depend on the circumstances and the reason for effecting the
dismissal.

Subject to a number of limited exceptions, the Unfair
Dismissal Acts apply only to employees who have at least one
year'’s service.

Employees may bring a claim for discriminatory dismissal under
the Employment Equality Acts where their dismissal is connected
with one of the nine Protected Grounds (see page 23). There is
no minimum service pre-requisite to bring this claim.

The maximum compensation available under the Unfair
Dismissal Acts is (i) two years’ remuneration (or five
years’ remuneration in the case of dismissal connected to
whistleblowing); (ii) re-engagement; or (iii) re-instatement.

As an alternative to a statutory unfair dismissal claim, an
employee may also take a wrongful dismissal action in relation
to a breach of contractual rights. Wrongful dismissal is an
action at common law which is taken by an employee in
circumstances where a contract is terminated by the employer
and the employer fails to comply with an express or an
implied term in the employee’s contract of employment.

Damages would usually be something in the order of what
the employee would have been entitled to had the contract
not been unlawfully terminated.

In Ireland there is also a risk of an employee applying to

the High Court for an employment injunction, often to
prohibit their employer suspending, dismissing or otherwise
disciplining them on the basis that fair process and/or
natural justice has not been afforded to the employee. The
costs of defending such an injunction can be very high,
with the potential for costs awards being made against the
unsuccessful party.
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Protected Disclosures Act 2014

The Protected Disclosures Act 2014 (the Protected Disclosure
Act) introduced pan-sectoral whistleblowing protection for
the first time in Ireland. The Protected Disclosure Act applies
to a wide variety of workers, including employees, contractors,
agency workers, and members of the Garda Siochana (the

Irish police force). The legislation promotes the disclosure

of information relating to wrongdoing in the workplace

by offering protection for all workers from penalization in
circumstances where they make a protected disclosure.
“Relevant wrongdoings” is broadly defined by the legislation
and includes the commission of an offence, a miscarriage

of justice and non-compliance with a legal obligation which
comes to their attention in the workplace.

Equity incentives

Equity incentives are a well-established means of compensating
employees in Ireland. Many multinationals are able to extend
their existing plans into Ireland without having to make many
changes to the key terms. Market practice concerning equity
incentives in Ireland is strongly influenced by international

trends, particularly US and UK practice. Practice can also vary by
sector e.g. banking and financial institutions have curtailed cash-
based bonuses and are using more share based arrangements
with elements of deferral and forfeiture.

Options or other conditional rights to acquire shares in

a company (such as restricted stock units or “RSUs”) are
the most common means by which senior management
equity incentives are structured in Ireland. Equity in

the form of shares remains an attractive proposition for
companies compared to cash due to the fact that share-
based compensation, where the shares are in the employer
or a company controlling the employer, remains exempt
from employer social security charges (PRSI). This results
in a saving of 11.05%. However, tax legislation offers only
limited opportunities to minimize the employee’s exposure
to income-based charges (income tax, universal social
charge, employee PRSI) where incentives are awarded on
a discretionary basis. There are some tax efficient schemes
set out in legislation, but these must be available to all
employees, or are limited to small unquoted companies.

Given the limited scope to avail of statutory tax reliefs for
executive schemes, other structures have evolved that aim to
minimize tax by bringing the value delivered into the Capital
Gains Tax regime. Ireland’s Capital Gains Tax rate (currently
33%) compares favorably to the charge on income (up to 52%
for employees).

Pension, death and disability benefits

Outside of any contractual commitments, there is currently
no legal obligation on an employer to establish a pension
plan for employees based in Ireland. There is also no
obligation to provide death or disability benefits. However,
the Government has indicated its intention to legislate for
auto-enrolment to private occupational pension plans (under
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which it is likely that an employer would have a statutory
obligation to make contributions). No implementation date
has yet been set and it is unclear what the contribution

rate might be. Under the Irish Pensions Act 1990, where an
employer does not provide an occupational pension plan

or, where it provides a plan but (i) eligibility for that plan is
limited; or (ii) the waiting period for entry exceeds six months;
or (iii) the plan does not allow for payment of additional
voluntary contributions by employees, the employer must
provide access to a standard personal retirement savings
account (PRSA). PRSAs are available from life offices, banks
and investment firms. There is no obligation on an employer
to pay contributions to a PRSA.

Occupational pension plans are often established voluntarily
by employers and may be established on a defined benefit
or defined contribution basis. Defined contribution pension
plans are now more common as the benefits provided under
such plans are determined by the amount of contributions
paid in, investment return achieved and annuity rates at
retirement. Unlike defined benefit pension plans, there is

no guarantee as to a specific level of retirement benefit and
so no funding liability for an employer can arise beyond

the obligation to pay contributions at the prescribed rate.
Occupational pension plans are nearly always established
under trust in order to be capable of approval by the Irish
Revenue Commissioners, conferring significant tax advantages
for the sponsoring employer and the employees.

In addition, larger employers often provide employees with
death in service and disability benefits. In order to provide
lump sum death in service benefits in a tax efficient manner a
trust structure is required and, for this reason, they are often
provided as part of an occupational pension plan. Disability
benefits, however, are provided through separate long term
disability arrangements. In both cases, the benefits are usually
insured with a life office.
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An EEA national may work in Ireland without any
need for a work permit. For non-EEA nationals,

there are a number of options available.

Subject to limited exceptions, non-EEA nationals require
an Employment Permit from the Department of Enterprise,
Trade, and Employment (DETE) before commencing
employment in Ireland. There are nine different types of
permits which may be applied for depending on the type of
employment involved.

We have set out below a high level summary of the most
popular forms of permits:

1. Critical skills permit - reserved for employment in highly
skilled roles or occupations where there is a perceived
skills shortage in Ireland, with the aim of encouraging
permanent residency. Eligible occupations include ICT
professionals, engineers, scientists, health professionals,
accountants, management consultants etc. Eligibility for
such a permit requires the following: (i) a job offer of at
least two years; and (ii) an annual salary of €64,000 or
more (salaries between €32,000 and €64,000 may be
accepted for roles on the DETE's critical skills occupations
list and where the individual holds a relevant degree
qualification or higher).

A critical skills permit is valid for two years, and on
expiration, the employee may apply for “Stamp 4”
permission to remain and work in the State without an
employment permit. This permission is renewable on an
annual basis. Once the individual has legally resided in
Ireland for five years, they may then be eligible to apply
for Irish citizenship.

Spouses and partners of critical skills permit holders have
an automatic right to work in Ireland.
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2. Intra-company transfer employment permits - key staff
and management, as well as qualifying trainees, of a
multinational company can be temporarily transferred to
an Irish branch of the company with this permit.

3. General employment permit - this may be used where the
role in question fails to satisfy the criteria for a Critical
Skills Employment Permit. However, applications for this
permit can be subject to delay as roles must be advertised
in a specific manner for 28 days in advance of a permit
application as part of a “labour market means test”.

4. Contract for services employment permits - this enables
the transfer of non-EEA employees to work in Ireland
whilst remaining employed under their contract of
employment outside of the State.

5. Internship employment permits - this permit is available to
full time students, enrolled in third level education outside
of the State, who are required to undertake an internship or
work experience in Ireland as part of their course.

Legally resident dependents, spouses or partners of
employees with permits may also apply for specific
employment permits to allow them work in Ireland.
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Application process

The employer or the employee can apply for a permit by
submitting the appropriate completed application form
(including a signed contract) together with supporting
documentation and appropriate fees. Fees for employment
permits vary but are generally €1,000 for a 24-month permit
and €500 for a six-month permit.

Visas

In addition to the requirement to hold an employment
permit, certain non-EEA nationals may also require an entry
visa before entering Ireland. This cannot be applied for until
the individual has secured their employment permit (as
necessary).

Trusted Partner Initiative

Employment permits are ordinarily processed within two to
six weeks of application. However, where employers are likely
to require multiple work permits, it is possible to sign up for

a fast-track scheme, known as the Trusted Partner Initiative.
For employers with “Trusted Partner” status, processing time
is reduced to approximately one to four weeks
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Like the US, Irish real estate law derives from
and is largely similar to English real estate law.

The law in Ireland was modernized with the
enactment of the Land and Conveyancing Law
Reform Act 2009.

Nature of ownership

Property in Ireland is generally held under either freehold title
or long leasehold title.

A freehold title amounts to absolute ownership of the land
and all of the buildings on the land.

A long leasehold title confers ownership for the period of
years granted by a lease and in Ireland leases for terms of
anywhere from 200 years to 999 years are common. The
leasehold interest of a tenant is derived from the superior
interest of the landlord (which may be freehold or a superior
leasehold interest) and this interest is subject to the rent,
covenants and the conditions contained in the lease. The
rent reserved under long leases is generally nominal in nature
and frequently not demanded - reflecting the fact that

the economic interest of a party holding a long leasehold
interest in a property is for all intents and purposes the same
economic interest as that held by a freehold owner.
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Foreign ownership

There are no legal restrictions on the ownership or leasing

of real estate by non-resident entities in this jurisdiction.
However, professional service firms (including lawyers and real
estate agents) in Ireland are required to carry out standard anti-
money laundering checks prior to commencing work for new
clients, whether the entity is domestic or foreign.

Where a foreign company is party to a property transaction,
a legal opinion may also be required from local counsel in
the jurisdiction of that company confirming, for example,
that the transaction documents have been correctly
executed by the company in accordance with the laws of its
jurisdiction of incorporation.

To buy or to let?

The majority of inward investment projects will require the
acquisition of commercial real estate and the main decision
to be made is whether to purchase a property or alternatively
seek to enter into a lease. Occupiers will obviously often
prefer to lease an office building or floors within a building
rather than purchase the building as leasing provides greater
flexibility. There is also increasing availability of co-working
space in the larger urban areas - where space can be licensed
from WeWork and similar operators.

Process for leasing commercial real estate

The process for leasing commercial real estate in Ireland is
similar to that in the UK. Commercial agents acting for the
landlord and the tenant will agree heads of terms which will
document the parties to the lease, the annual rent, the term
(including any break option) and any other points which have
been commercially agreed. Lease terms vary depending on the
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nature of the property, the availability of suitable space and
the bargaining power of the parties. A brief summary of some
of main points are set out below:

= The term of the lease will vary and could be for up to 20
years. Typically, lease terms in Ireland have been longer than
those in Europe but there has been a downward trend.

= Tenants will often seek to negotiate break options into a
lease which provide the tenant with an ability to terminate
the lease early. This right can either be on one or more
fixed dates or on a rolling basis and may be subject to
certain conditions. The conditions in the break option
should be carefully negotiated by the tenant to avoid
difficulties when exercising the break option.

®  Most commercial leases in Ireland are on an FRI (full
repairing and insuring) basis, which means that the
tenant will be subject to full repairing obligations.
These obligations will be imposed directly by a repairing
covenant entered into by the tenant or, in the case of a
multi-let development indirectly through the payment of a
service charge.

This will include reimbursing the landlord for repair work to
the structure and common areas of the development. In the
case of recently developed property, the landlord may provide
the tenant with collateral warranties to address concerns
regarding design and construction defects.

®m  Tenants are responsible for the payment of rent and all
outgoings in respect of the property during the term of the
lease including local authority rates, insurance and service
charges (if applicable). Depending on the nature of the
property, tenants may be offered incentives to enter into the
lease such as a rent-free period or a contribution from the
landlord towards the cost of the tenant’s fit-out works.
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Typically, if the lease is for a term of over five years, one
would expect to see provisions dealing with the review
of the annual rent payable at five year intervals in a

lease. While historically Irish leases contained rent review
provisions on an “upwards only” basis, the Irish Government
introduced legislation in 2009 which rendered ineffective
the “upwards only” element of any rent review provision in a
lease. For leases entered into after 28 February 2010 the rent
is usually reviewed to open market rental value at the time
of the review on an upwards/downwards basis. However,

if taking an assignment of a pre-2009 lease, the incoming
tenant may still be bound by existing “upwards only” rent
review provisions.

There is a specific Irish statutory provision which provides
that a landlord cannot unreasonably withhold consent to
a tenant applying for consent to assign its lease to a third
party. The tenant must, however, prove that the proposed
covenant is sufficient to pay the rent and other outgoings
under the lease.

A commercial tenant that has been in continuous
occupation for a minimum of five years has a statutory
right to a new tenancy (subject to certain exclusions

which would include planning permission of the landlord
to rebuild or reconstruct the premises). The statutory
right to a new tenancy applies to all commercial property.
However, contracting out is permitted and landlords often
make it a pre-condition for relatively short term leases

= Thereis a register in Ireland which contains details of
commercial lease terms. Tenants who have entered into
commercial leases on or after 1 January 2010 must submit
information to the commercial lease register which is
operated by the Property Services Regulatory Authority. This
register contains details of the annual rent payable under the
lease and other key details such as information regarding rent
reviews, capital contributions and rent-free periods.

Process for purchasing commercial real estate

The process for purchasing commercial real estate is also
similar to that in the UK. Ireland was deemed to have had
the eight most transparent real estate market in the world
and fourth most transparent in Europe according to the JLL
Global Real Estate Transparency Index 2020. Ireland scored
particularly highly in the “Transaction Process” category
finishing in joint 1st place in Europe.

As is the case with commercial letting, the commercial
property agents employed by the vendor and purchaser will
agree commercial terms for the purchase of the property at
the outset. Once the heads of terms, including the purchase
price have been agreed, this document (which should be
“expressly stated” to be non-binding and subject to contract)
will subsequently form the basis of a separate and legally
enforceable contract for sale which the parties will enter into
for the sale of the property. The Law Society of Ireland has a
standard form Contract for Sale which is widely used to cover
the general contractual terms. The parties then agree special
conditions which cater for the specific issues affecting the
particular property.
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The lawyer acting for the vendor is responsible for drafting
the Contract for Sale and must also deal with any pre-contract
due diligence enquiries. A 10% deposit is typically paid by a
purchaser when signing contracts and, once contracts have
been exchanged, the sale will usually complete within a few
weeks. On the closing date, the balance of the purchase price
is payable and the purchase deed is executed by the vendor
which transfers title to the purchaser.

The parties should also account for the possibility that the
purchaser may need to make a notification to the Competition
and Consumer Protection Commission (the CCPC). Such an
application is required in circumstances where a transaction
involves the acquisition of an asset that constitutes a business
to which a turnover (which includes rental income from a
commercial property) is attributable. The below thresholds
must first be satisfied before this mandatory obligation is
triggered:

m  aggregate turnover in Ireland of the companies involved is
not less than €60m

= annual turnover in Ireland of each of the companies
involved is not less than €10m

In 2019, the CCPC notification process took on average 25
working days before clearance was received (in cases where
there were no issues). However, clearance can take longer in
more complex cases (e.g. up to 120 working days or more) if,
for example, the CCPC requests additional information.

It is standard practice for commercial properties to be sold
without any warranties being provided as to the state and
condition of the property or compliance with planning and
environmental laws. In all cases, it is advisable for a purchaser
to have a building survey carried out before signing contracts
and, depending on the nature of the property, it may also

be necessary to have planning and environmental issues
investigated and reported on.
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Private Residential Sector

The Private Residential Sector (PRS) has experienced
significant growth. PRS accounted for 44% of all commercial
property transactions in the Irish market in 2019 with 2.36
billion euros invested in PRS (according to analysis by agent
Hooke & MacDonald).

Transaction arch-types within this sector range from (i)
portfolio acquisition of existing apartment/housing stock,
(ii) mixed use and (iii) build-to-rent developments. Key
considerations for this area (amongst others) include:

Security of Tenure: A tenant who has been in occupation for
more than 6 months will have security of tenure. Tenants will
have security of tenure for 4 years if a tenancy was created
prior to 24 December 2016 or 6 years for tenancies created
after that date (each, a Part 4 Tenancy). Parties cannot
contract out of these legislative provisions but a landlord can
terminate a Part 4 Tenancy in certain limited scenarios where
certain specified grounds are met and the requisite notice is
served on the tenant.

Rental Controls: The Irish Government has introduced rental
controls for areas designated as a rent pressure zone (RPZ).
If an area is designated as a RPZ, the rents within that area
cannot be increased by more than 4% per annum for both
existing and new residential lettings. These classifications are
subject to certain very limited exemptions.

Green leases

“Green leases” have become more common in the Irish
market. In certain cases, standard commercial leases are being
modified to include specific “green clauses”. Under these
“green clauses”, the landlord and tenant agree (amongst other
things) to co-operate in the monitoring and management of
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utilities consumed and waste generated in the building with
a view to the parties improving the energy efficiency of the
building and benefitting from the consequent savings.

Many new office developments in Ireland are now being
constructed in line with internationally recognised environmental
standards. Buildings which have been developed to meet
certain environmental standards may be granted environmental
certifications such as the Building Research Establishment
Environmental Assessment Method (BREEAM) and the
Leadership in Energy and Environmental Design (LEED)
certifications which we are seeing in the market (particularly
for new build/refurbished properties). These certificates are an
attractive offering for certain multinational companies which
are bound by internal policies requiring them to minimize the
company’s footprint on the environment.

Planning & building control

Any material change of use of property or construction on land
must have permission from the local authority or the planning
appeals board (An Bord Pleanala). Certain specified changes of
use and limited forms of development are exempted.

Applications for planning permission are made to the local
authority in the first instance. The application is available
to the public for the purposes of receiving observations
and submissions.

The applicant can appeal a refusal of permission and objectors
can appeal a grant of permission to An Bord Pleanala. The
legality (but not the planning merits) of planning decisions can
be challenged in the High Court.

Several fast track procedures exist for strategically important
developments: Parts of the State are designated “Strategic
Development Zones (SDZ).” In these areas, the planning
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authority must put in place a plan that prescribes in detail the
development it envisages within the SDZ. The plan is subject
to consultation. Once it is made, any member of the public,
including any developer, not satisfied with the plan can appeal
it (in whole or in part) to An Bord Pleanala. Where a plan is in
force, the planning authority’s usual discretion is curtailed. It
must grant permission for any development that is consistent
with the plan. There is no appeal to An Bord Pleanéla for a
grant or refusal of permission in an SDZ.

Applications for permission for certain large scale
infrastructure developments must be made directly to An
Bord Pleandla if certain criteria are satisfied. The developer is
obliged to consult with An Bord Pleanala before applying for
permission for any such development. An Bord Pleanala will
consider whether the development would:

®  be of strategic economic or social importance to the State
or affected region

= contribute substantially to the fulfilment of any of the
objectives in the National Planning

= Framework or any regional spatial and economic strategy
affecting the area

= have a significant effect on the area of more than one local
authority

If An Bord Pleandla is of the opinion that it would, the
developer must apply directly to An Bord Pleanéla for
permission. If An Bord Pleandla is not of that opinion, the
application must go to the local authority in the usual way.

Applications for permission for 100 residential units or 200
student bed spaces can also be made directly to An Bord
Pleanala must be made directly to An Bord Pleanala if certain
criteria are satisfied. The developer is obliged to consult with
An Bord Pleanala before applying for permission for any such
development. An Bord Pleanala will review all of the proposed
planning application documents. If it is of the opinion that the
documents constitute a reasonable basis for an application,
the application may be made directly to An Bord Pleanala.

If it is not of that opinion, the developer will, as a matter of
practice, revise the documents and reapply.

The developer must obtain an Opinion on Compliance from
the architect or engineer who was responsible for overseeing
the development upon completion of works pursuant to
planning permission as a system of self-certification applies.

When buying or leasing a property in Ireland, it is important
to obtain satisfactory evidence of compliance with

planning permission and building regulations regarding

the construction of the property and any significant post-
construction works. Unlike the UK, there is no statutory

planning register which can be checked in isolation in order to
verify that a building has been constructed in accordance with
the relevant planning permission(s).

Building control regulations regulate the design and
construction of buildings, their material alteration and
extension, their services, fittings and equipment and certain
material changes in use. They deal with, among other things,
health, safety and welfare of users, accessibility for disabled
persons and energy efficiency. Fire Safety Certificates and
Disability Access Certificates must be obtained from the
Building Control Authority in respect of the design of works
before they commence. Once the relevant works have

been completed the developer must obtain a Certificate

of Compliance on Completion from an Assigned Certifier

in order to verify that the works comply with building
regulations. This certificate must be registered in the national
Building Control Management System.
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Taxation

Stamp duty

Stamp duty must be paid on instruments which result in the
transfer of ownership of property. The current rates are:

1% of the consideration chargeable up to €1m euro and
2% for any consideration above €1m for transfers of
residential property and

m  7.5% of the consideration chargeable for transfers of
commercial property (with a refund entitlement which can
potentially reduce the 7.5% rate to 2% where residential
development, which satisfies certain conditions, occurs on
development land within a specific timeframe).

Stamp duty is also payable on occupational leases and it is
charged at 1% of the average annual rent (where the term of
the lease does not exceed 35 years).

The 7.5% commercial property stamp duty rate also applies
to certain transfers of shares (or the relevant equivalent
interest) in companies (both Irish and non-Irish), funds and
partnerships, where:

m the shares of such entities derive the greater part of their
value from Irish immovable non-residential property; and

» aresult of the