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Introduction Benefits of operating in Ireland

Ireland is one of the most favoured locations
for investment in Europe. Notwithstanding
Ireland’s location on the western edge of
Europe, its well-developed infrastructure
combined with competitive operating costs,
low corporate taxes and financial incentives
makes Ireland one of the most preferable
locations in Europe for overseas investors.

Despite the challenging global economic
environment Ireland remains the location of
choice for foreign direct investment. This is
evidenced by the fact that Ireland ranks 1% out
of 29 countries for internationalisation and
openness according to the Global Benchmark
Report 2009. It is also further supported by the
2009 Global Innovation Survey which ranked
Ireland 1% in foreign direct investment and 1°
for corporate tax regime.

Environment

The 2008-2012 Business

Ranking of the Economist Intelligence Unit
placed Ireland 11th globally out of 82
countries. Almost 1,000 companies — including
some of the world’s best known brands — have
chosen Ireland as the hub of their European
networks.

The benefits of setting up a trading company
in Ireland are as follows:

1. Low corporation tax rate of 12.5%,

2. Deductions for interest on borrowings,

3. Exemption from corporation tax for new
companies for the first three years subject
to certain conditions outlined below,

4. Extensive capital allowance scheme,

5. Advantageous intellectual property (IP)
system,

6. Favourable research and development
(R&D) tax regime,

7. Participation exemption relief on the
disposal of shareholdings in subsidiaries,

8. Exemption from dividend withholding tax
(DWT) on distributions from Ireland in a
number of circumstances,

9. Extensive network of double taxation
agreements,

10. No thin capitalisation rules or controlled
foreign companies (CFCs) regulations, and
limited transfer pricing rules.
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Corporation tax

Tax rate

Ireland’s 12.5% corporate tax rate on trading
income is one of the lowest corporation tax
rates in the world. Trading profits include a
broad range of commercial activities including
intellectual property (IP) and dividends from an
EU/tax treaty country paid out of trading
profits. The Irish Government is committed to
retaining the 12.5% corporate tax rate on
trading income. A tax rate of 25% applies to
non-trading income (passive income) such as
interest income and rental income. The 25%
rate also applies to capital gains on disposal of
capital assets such as land, buildings or
goodwill.

If a company is resident in Ireland it will be
chargeable to corporation tax in respect of its
total profits. This covers world-wide profits
irrespective of where they arise and whether
or not they are remitted to Ireland. If the
company is considered to be trading then its
profits would be subject to corporation tax at
12.5%. A deduction is available for expenses
incurred wholly and exclusively for the purpose
of the trade. A company not resident in Ireland
is liable to Irish corporation tax on profits
arising from a business conducted through an
Irish branch. No withholding tax arises on
repatriation of branch profits to the foreign
head office.
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With  some  exceptions, a company
incorporated in lreland is automatically
considered to be Irish tax resident. A company
that is centrally managed and controlled in
Ireland will also be resident for tax purposes in
Ireland. The centre of management and
control of a company is generally located
where the board of directors meet in order to
make the major decisions concerning the
company’s affairs, where the important
guestions of company policy are determined,
and where the negotiation of major contracts is
undertaken and contracts are concluded.

It is necessary to have two directors of an Irish
resident company for Irish company law
purposes. At least one director must be
resident in an European Economic Area (EEA)
member state (Ireland, EU, Norway, Iceland or
Liechtenstein) or, alternatively, there is the
option to put in place a bond instead of having
an EEA resident director.

Losses

Trading losses are computed in the same
manner as trading profits. A trading loss can
be offset against any other income either in
the current or preceding period of equal
length. Any excess losses can be carried
forward indefinitely against future profits of the
same trade. Trading losses subject to the
lower rate of tax can be offset against income
taxed at the higher rate of tax on a value
basis. The effect of this is to give a credit
against corporation tax payable for the value
of the losses.

Trading losses for tax purposes may be offset,
on a current period basis, against taxable
profits of another group company where the
parent company and all of its 75% subsidiaries
are tax resident in Ireland or in another
member state of the EEA. Capital losses
cannot be surrendered within the group.
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Interest on borrowings

Interest on borrowings used for the purposes
of the trade is tax deductible subject to specific
exceptions.

An Irish tax deduction is also available for
interest on monies borrowed to finance the
acquisition of shares subject to certain
conditions. Interest is allowed as a deduction if
it is used in acquiring any part of the ordinary
share capital of a trading company, a company
whose income consists mainly of real estate
rental income or a holding company of such a
trading or real estate rental company. A
deduction is allowed for interest on funds used
to lend to such companies which is used
wholly and exclusively for the purpose of the
borrower’s trade or business or that of a
company connected with it. Certain conditions
must be met in order for the interest deduction
to be allowed.

Ireland does not have thin capitalisation rules.
This allows company’s to expand their
operations through debt financing. However
the rate of interest should not exceed a
reasonable rate.

Exemption from corporation tax for start up
companies

An exemption from corporation tax on income
and gains up to specific limits is available for
companies where the new trade commences
in 2009 or 2010. The company must be a new
company which is incorporated in the
European Economic Area (EEA) on or after 14
October 2008.

Total relief in respect of corporation tax
(including  corporation tax arising on
chargeable gains) on a new qualifying trade is
available provided the corporation tax does not
exceed a maximum of €40,000 in a twelve
month period. Therefore if the total profits of
the company from a qualifying trade did not
exceed €320,000, a corporation tax liability
would not apply. Marginal relief applies where
the total corporation tax liability is between
€40,000 and €60,000.
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The relief is not available where the
corporation tax exceeds €60,000. The relief is
available for each of the first three years from
commencement within the prescribed limits.
The relief will only apply to trading income
arising in the new company. If income is
deemed to be non-trading income, relief will

not apply.

Capital allowances

Accounting depreciation is not deductible in
computing  business  profits  for  tax
purposes. Capital allowances are granted in
lieu of depreciation for tax purposes. Capital
allowances are available as follows:

Plant and machinery

An allowance for the wear and tear of plant
and machinery in use for the purpose of the
trade is available at the end of the accounting
period. The allowance is calculated by
reference to the cost of the item less grants.
The write off period for the annual wear and
tear allowance is eight years (i.e. rate of
12.5% per annum straight line).

Energy efficient equipment

Accelerated allowances of 100% in year 1 are
available for the purchase of certain new
energy efficient equipment by companies
where certain conditions are met.

Motor vehicles

The annual allowance for motor vehicles is
12.5% on a straight line basis. From 1 July
2008 the availability of capital allowances will
depend on the level of carbon emissions of the
car.

Software

Expenditure on acquired software can be
written off over eight years at 12.5% on a
straight line basis where the software is used
for business purposes.

Industrial buildings

The annual allowance for industrial buildings is
4% on a straight line basis on the cost of the
building exclusive of grants.
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Intellectual property (IP)

Ireland’s reputation both as a world leader in
Intellectual Property and an innovator in Green
and Clean Technology has led to a number of
exciting and unique projects locating in
Ireland. An example of this is IBM’s €30 million
investment in a Green Data Centre and Global
Supply Chain hub in Dublin. Our intellectual
property tax regime has been a major factor

for several companies relocating here.
Ingersoll Rand, Tyco International, Shire
Pharmaceuticals, Henderson, Charter and

Regus among others have relocated to Ireland
recently.

Tax deduction for IP assets

Ireland’s favourable IP tax regime provides
extensive tax relief for IP acquisition costs
incurred by Irish resident company. A
company carrying on a trade will be entitled to
claim a tax write off for the capital cost of
acquiring or developing qualifying intangible
assets.

The range of assets qualifying for relief is
extensive and includes the acquisition of, or
the license to use, patents, designs,
inventions, trademarks, brands, copyrights,
know how and goodwill directly attributable to
such intellectual property.

The tax write off will be granted as a capital
allowance and the write off will be available in
line with the depreciation or amortisation for
accounting purposes. Alternatively, a company
can elect to take the write off against its
taxable income over a 15 year period. A rate
of 7% will apply for years 1-14 and 2% for year
15. The capital allowances that are available
can only be offset against income generated
from exploiting intangible assets or as a result
of the sale of goods or services that derive the
greater part of their value from the intangible
assets (i.e. relevant trade).
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The aggregate amount of deductible
allowances that are available will be capped at
80% of profits from the relevant trade in a
given accounting period. Unused allowances
can be carried forward and treated as an
allowance in succeeding accounting periods.

Disposal of IP assets

There will be a clawback of the capital
allowances claimed if the intellectual property
is sold within 10 years of its acquisition.
Acquisition of IP from a related Irish
company

Intellectual property acquired from a related
party can qualify for the tax depreciation
subject to the amount incurred not being in
excess of arm’s length.

Stamp duty

Intellectual property will also qualify for the
Irish stamp duty exemption on acquisition
subject to certain restrictions.

Licensing
Charges in relation to licence fees and
royalties are deductible where the costs are
incurred for business purposes and are not
excessive.
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Patent royalty income

In addition to the low corporate tax rate,
Ireland’s tax legislation contains an exemption
for income derived from ‘qualifying patents’ by
Irish tax residents. ‘Qualifying patents’
includes patents where the research, planning,
processing, experimenting, testing, devising,
designing, developing or other similar activity
leading to an invention was carried out in
Ireland or elsewhere in the EEA (European
Economic Area). The patents do not have to
be registered in Ireland.

Quialifying patent income is subject to a ceiling
of €5 million for the exemption in any one year.
The exempt income is any royalty, or other
sum, paid by the user of the invention
patented. As a company usually holds the
patent, this income is firstly exempt from tax in
the hands of the company. Irish tax legislation
also allows the patent income to be passed to
shareholders tax free by way of dividends from
a company that qualified for the patent income
exemption.

Research and development
(R&D)

Ireland has a favourable R&D tax credit
system which effectively provides a write off
for R&D expenditure of 37.5%. This additional
tax benefit makes Ireland one of the most
attractive locations for R&D activity. R&D
activities are defined as systematic,
investigative or experimental activities in a
field of science or technology. The R&D credit
may be claimed within twelve months of the
end of the accounting period in which the R&D
expenditure was incurred.

Tax credit

A tax credit of 25% of the incremental
research and development expenditure can be
offset against a company’s corporation tax
liability in the year in which it is incurred, in
addition to the general tax deduction at 12.5%.

This gives an effective write off for R&D
expenditure of 37.5%. A tax credit is also
available for construction or refurbishment
work carried out on a building used for
qualifying R&D activities. The credit is
equivalent to 25% of the qualifying cost of
construction or refurbishment and may be
claimed in full in the year in which the
expenditure is incurred.

The R&D tax credit is generally available to
companies within the charge to Irish tax that
undertake qualifying R&D activities in Ireland
or anywhere with the EEA. It is important to
note that only net expenditure in carrying out
the qualifying activities will be allowed after the
deduction any grants received or receivable. It
is possible for a company to claim a tax credit
for sums paid for work subcontracted to a
university or institute of higher education.
There is a monetary restriction on the amount
which will qualify. The relief is restricted to 5%
of the expenditure incurred by the company
itself on research and development.

Base period

The R&D tax credit system is based on
incremental expenditure of R&D with the base
year set at 2003.

Qualifying expenditure

The expenditure must be tax deductible in
Ireland and not in any other country. The
expenditure must be incurred on systematic,
investigative or experimental activities in a
field of science or technology. Revenue
guidelines have stated that an advance in
technology means an advance in the overall
knowledge or capability in the relevant field
and to a company’s own knowledge.
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Capital gains and holding
companies

Participation exemption provides for an
exemption from capital gains tax on the sale of
shares by an lIrish company and enables
Ireland to function effectively as a holding
company location. A holding company in
Ireland provides access to Ireland’s double tax
agreements and the EU tax directives. The
double tax agreements provide for withholding
tax relief's on dividends received and a
complete exemption from tax on capital gains
in the country of residence of the company
that is sold. The EU tax directives eliminate
withholding tax on dividends received in
Ireland and also enable mergers and
corporate reorganisations to be undertaken in
a tax efficient manner.

Participation exemption

Companies are chargeable to capital gains tax
in respect of gains arising on the disposal of
capital assets. The resulting gain is taxable at
25%. The gain arising on the disposal by an
Irish resident company of shares in a company
resident in Ireland, another EU country, or a
treaty country is exempt from capital gains tax
provided certain criteria are satisfied. A
number of conditions apply. The holding
company must own a minimum of 5% of the
shares in the subsidiary. This shareholding
must include the right to 5% of the profits of
the company and the right to 5% of the assets
on a winding up. The minimum holding
requirement can also be satisfied where the
holding company is a member of a group and
the shareholdings of members of the group
are taken into account. This holding
requirement must be satisfied for a continuous
12 month period and the disposal must take
place within a two year period after meeting
the holding requirement.
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The activity of a subsidiary company must
consist wholly or mainly of the carrying on of a
trade at the time of the disposal. This
requirement can also be satisfied where the
business of the holding company and
companies in which the holding company has
a direct or indirect ownership interest of at
least 5%, consist wholly or mainly of the
carrying on of one or more trades.

Subsidiaries located in Ireland will also qualify,
but the company cannot derive its value from
Irish land, buildings, exploration or exploration
rights or mineral rights. If the Irish holding
company is unable to meet the minimum
holding requirement but is a member of a
group (a parent company and its 51%
subsidiaries) the gain arising on the disposal
will still be exempt if the holding requirement
can be met by including holdings of other
members of the group. Thus the Irish company
may be exempt from capital gains tax on a
disposal of shares even if it does not directly
hold a significant shareholding. The
exemption also applies to a disposal of assets
related to shares, such as options and
convertible debt. Capital losses arising on the
disposal of a shareholding where a gain on
disposal would be exempt under the
participation are not deductible.

Unilateral credit relief

Relief is available in Ireland for capital gains
paid in certain countries including Belgium,
Cyprus, France, Germany, Italy, Japan,
Luxembourg, the Netherlands, Pakistan and
Zambia. Ireland signed treaties with these
countries prior to the introduction of capital
gains tax and therefore are not relieved from
capital gains tax under the relevant tax
treaties. In addition individuals or companies
that are liable to capital gains tax in Ireland but
are also taxed on the gain in another country
will be credited for foreign tax paid against
Irish capital gains tax arising on the disposal.
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Group capital gains

A deferral of capital gains tax is available on
intra-group transfer of capital assets from a
resident company to another resident
company in a 75% group. It is also possible for
an Irish resident company and an lIrish branch
of an EEA resident company in the same
group to transfer capital assets without
crystallising a capital gains tax charge
provided the asset remains within the charge
to Irish capital gains tax. The charge to capital
gains tax will crystallise when either the asset
is sold outside of the group or the company to
which the asset was transferred leaves the
group while still owning the asset.

Investing into Ireland

Foreign dividend income

Dividends paid by a company resident in EU
or a country with which Ireland has a double
tax agreement, to an Irish resident company,
are liable to corporation tax at the 12.5% rate
provided the dividend is paid out of trading
profits. This also applies to companies
resident in non-treaty countries where at least
75% of the company is owned by a publicly
guoted company in Ireland or other treaty
country. If part of the dividend is paid from non
trading profits and part from trading profits, the
non trading balance will be taxed at 25%.

However in accordance with EU legislation
Ireland follows the ‘de-minimis rule’ which
states that under certain condition the whole
dividends are to be taxed at 12.5% regardless
of whether a portion is derived from non
trading profits. In order to comply with the de-
minimis rule at least 75% of the dividends
must consist of trading profits from a company
resident in the EU or in a country with which
Ireland has a double tax agreement. In
addition the aggregate value of trading assets
must be greater than 75% of the aggregate
value of all their assets.
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In addition foreign dividends received by
portfolio investing companies (i.e. companies
with a holding and voting rights of less than
5%) are now exempt from corporation tax
where they form part of the trading income of
the recipient.

Ireland operates a system of both treaty credit
relief and unilateral credit relief whereby credit
for foreign taxes is available against Irish tax
on dividends received by an Irish holding
company from certain foreign shareholdings. A
tax credit for underlying foreign tax is available
provided there is a 5% shareholding
relationship between the companies. These
provisions apply to dividends received from all
countries and not just EU Member States or
countries with which Ireland has a double tax
treaty.

Tax credit pooling

“Onshore pooling” allows the foreign dividends
to be pooled together, before they are offset
against the Irish tax liability. The tax credits do
not need to be utilised in the year that the
dividend is received. They can be carried
forward indefinitely and offset against Irish tax
on future foreign dividends. Foreign tax credit
relief has been extended to royalty income
from non-treaty countries generated by
companies as part of trading income.

EU Parent Subsidiary Directive

The European Union Directive requires that
Member States eliminate double taxation of
dividends received by a parent company
located in one Member State from its
subsidiary located in another either by
exempting the profits distributed by the
subsidiary from any taxation or by granting a
credit against its own tax in relation to the tax
already paid.
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Repatriation of profits from
Ireland

Profits may be repatriated from an lIrish
company through dividend payments, interest
charges, royalties, central cost recharges or
other means.

Dividends

In general dividends paid and other
distributions made by an Irish resident
company is liable to dividend withholding tax
(DWT) at the standard rate of tax currently
20%. However Irish legislation provides an
exemption from DWT for distributions where
certain conditions are met, which effectively
means that the distribution will be paid gross
(without deduction of DWT) to dividend
recipients. The Irish legislation implementing
the EU Patent Subsidiary Directive allows an
Irish company to make distributions free of
withholding tax to EU tax resident companies
which comply with the conditions of the
Directive and hold at least 5% of the share
capital of the Irish company.

Interest

Interest withholding tax at the rate of 20%
applies to interest payments made on loans.
However, where the interest is paid in the
course of a trade or business to a company
resident in an EU or treaty country (i.e. a
relevant territory), an exemption from this
withholding tax applies, provided that the
interest is not paid to the company in
connection with a trade or business which it
carries on in Ireland through a branch or
agency. The relief will only apply where the
recipient of the interest payment is liable to tax
in the relevant territory.

Royalties

Royalties in respect of registered patents
attract withholding tax at 20%, except where
the recipient is resident in a treaty country and
the relevant treaty provides for a reduction or
elimination of withholding tax.
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Royalty payments to related companies in the
EU may be exempt from withholding tax in
accordance with the EU Interest and Royalties
Directive. A favourable development in the
context of attracting foreign investments into
Ireland is in relation to the provisions to enable
royalties to be paid by Irish resident
companies/branches to person
resident/carrying on a trade in a jurisdiction
with which Ireland has a double taxation
agreement free of withholding tax. In addition
such foreign residents will not be liable to Irish
income/corporation tax in respect of such
income.

Central cost recharges
Central cost recharges do not attract
withholding tax.

Double tax agreements
(DTAS)

In order to facilitate international business,
Ireland has generated an extensive network of
double taxation agreements. To date Ireland
has 56 tax agreements, of which 48 are in
effect. These provide for the elimination or
mitigation of double taxation. Ireland is
continuously expanding its network of double
tax agreements.

In addition, where a double tax agreement
does not exist with a particular country, there
are unilateral provisions within the Irish Taxes
Acts, which allow credit relief against Irish tax
for foreign tax paid in respect of certain types
of income.
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Miscellaneous

Transfer pricing

Ireland has recently introducing provisions in
relation to transfer pricing to align Ireland with
international standards by adopting the OECD
arms length principles. The provisions apply to
transactions between associated trading
company. The provisions have a number of
important exclusions, including, small and
medium size enterprises, land dealing
transactions and capital allowances.

Thin capitalisation

The ability of a holding company to finance its
operations by means of borrowing is restricted
in may territories due to the impaosition of thin
capitalisation rules requiring that companies
be financed in part by equity. Ireland does not
have thin capitalisation rules. However the rate
of interest should not exceed a reasonable
rate. This allows company’'s to expand their
operation through debt financing.

Controlled foreign companies (CFCs)
Ireland does not have any CFC regulations
and therefore it is possible for an lIrish
company to hold shares in companies that are
resident in other jurisdictions and not require
the profits of the entity in the other jurisdictions
to be repatriated to Ireland. Many other
international  holding company locations
include CFC rules which can limit the range of
countries into which they can invest.
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Conclusion

As a result of its extensive network of double
taxation agreements and its domestic tax
relief's Ireland has become a very attractive
place for companies to locate its business.
The low corporation tax rate on trading profits
of 12.5% and the exemption from dividend
withholding tax on distributions to treaty
countries act as huge incentives for
companies seeking to re-locate.

UHY Farrelly Dawe White Limited can assist
investors of all sizes in utilising Ireland as a
vehicle for overseas investment. Our
specialised inward investment team are
equipped with the international expertise to
identify an optimum tax structure suitable to
the investor and oversee the successful
implementation of the structure chosen.
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Appendix 1 — Structuring your investment in Ireland

UHY FDW Limited service

As part of our inward investment service, we
manage and coordinate the delivery of the full
range of services needed by an investing
company through our robust investment team.
UHY Farrelly Dawe White Limited is part of
UHY International and this allows us to offer
international expertise to investors.

Corporate structure

We will firstly understand your objectives and
then identify the correct investment structure in
order to meet those objectives. We tailor our
approach to meet the individual needs and
requirements of each particular investment.

We will assist you in determining the
appropriate legal form for the Irish entity and
consider any Irish and foreign tax
requirements. We will manage executive and
employee tax immigration issues and advise
on accounting and reporting requirements. We
can assist companies to register the entity and
then register the entity for all relevant taxes.

Tax incentives

As seen above, Ireland offers attractive
taxation incentives to overseas investors. It is
important to determine the applicable
corporation tax and the tax incentives
available. We can report on the amendments
required to achieve the low corporation tax
rates and if necessary make a submission to
the Revenue Commissioners requesting a
ruling on the case.

Grant aid

We can provide details of grant schemes
available to investors both from government
and from European sources. We can assist
companies in preparing grant claims and
provide auditor certificates that must
accompany these claims. UHY Farrelly Dawe
White Limited will continue to ensure that the
entity is fully compliant with tax and company
law regulations and ensure that corporate
structures are adapted to changing

circumstances.
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Appendix 2 — UHY Farrelly Dawe White Limited

Adding value through excellence

UHY Farrelly Dawe White Limited is a
professional accountancy practice dedicated to
providing excellence through all aspects of our
work. We will provide a professional and efficient
service to all of our clients.

We provide a level of service and expertise that
is second to none. We have the proficiency and
international reach of a global firm combined with
the focus on client service normally associated
with a local firm. This allows us to provide a cost
effective service that is truly world class. Our aim
is to maximise value for all our clients while
keeping our professional services continually
updated and in line with all accounting, auditing
and statutory rules and regulations.

The firm strives towards being a good corporate
citizen and this is embodied in the work we do
for our clients.

With offices in Dublin City, Skerries, Dundalk and
Newry, UHY Farrelly Dawe White Limited are
ideally located to cater for your needs. In today's
increasingly complex business world, there is a
need for professional service combined with
expert advice. UHY Farrelly Dawe White Limited
will provide this for you and your business.

The UHY difference

UHY Farrelly Dawe White Limited is a member of
UHY. Established in 1986 and based in London,
UK, UHY is a network of independent accounting
and consulting firms with offices in nearly 240 major
business centres in 78 countries. Over 6,300 staff
generated an aggregate income of US$583 million
in 2010, ranking UHY as the 237 largest
international accounting and consultancy network.
Each member of UHY is a legally separate and
independent firm. The UHY network is a member of
the Forum of Firms.

Our services

We currently have 50 staff including four partners.
We have four divisions consisting of UHY Farrelly
Dawe White Limited Registered Auditors &
Accountants, Farrelly Dawe White Corporate
Compliance Limited, Blackthorn Financial Services
Limited and UHY Business Advisory Limited.
Across our four divisions we offer a full range of
services to our clients including:

Annual audit services

Tax compliance & planning
Accounts preparation

Company secretarial services
Business & strategic planning
Personal & corporate finance
Wealth management & review
Business performance review
Insolvency & recovery assistance
Litigation support and forensic

accounting
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Appendix 3 — The team

If you require further information please do not hesitate to contact a member of our Inward
Investment Team directly.

Alan Farrelly Richard Berney

Managing Director Audit Director

Tel: + 353 42 9339955 o S | Tel: + 353 1 8491633

Email: alanfarrelly@fdw.ie ;;,WT Email: richardberney@fdw.ie
Kevin Dawe Roisin Duffy

Audit Director Tax Director

Tel: + 353 42 9339955
Email: roisinduffy@fdw.ie

Tel: + 353 42 9339955
Email: kevindawe@fdw.ie

Michael Bellew
Audit Director

Tel: + 353 42 9339955
: Email: michaelbellew@fdw.ie

UHY Farrelly Dawe White Limited (the “Firm”) is a member of Urbach Hacker Young International Limited, a UK company, and forms part
of the international UHY network of legally independent accounting and consulting firms. UHY is the brand name for the UHY international
network. The services described herein are provided by the Firm and not by UHY or any other member firm of UHY. Neither UHY nor any
member of UHY has any liability for services provided by other members.




