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Ireland has a challenging road ahead to meet its environmental goals for 
2030 and beyond. To demonstrate its commitment to climate action, one of 
the key levers available to the Government is tax policy. They can use it to 
stimulate behavioural change throughout society, and in business. Budget 
2022 presents an opportunity to set a range of tax policies with climate goals 
in mind. 

Finance Bill 2020 set out minor amendments to existing legislation to address 
climate change. The scene has been set for Carbon Tax increases up to 2030 
and the VRT / motor tax regime, therefore, we have made limited reference 
in this document to these key areas. However, we have set out more robust 
changes to the accelerated capital allowances regime, which also featured in 
Finance Act 2020. 

Looking forward, this Submission focuses on the tax levers available to the 
Department of Finance which could be considered which will positively signal 
Ireland’s commitment to tackling climate change and support decarbonisation 
efforts across the economy and society as a whole. The ideas we present 
have a direct or indirect link to promoting investment, encouraging job 
creation and contributing to socio-economic prosperity.  

With a backdrop of Brexit and the COVID-19 
pandemic, the design of Budget 2021 was heavily 
influenced by both. Budget 2022 offers a clearer 
opportunity to allocate resources and funding to 
build back greener and put Ireland on a trajectory 
towards achieving its ambitious targets set at both 
an EU and domestic level.

   

Executive Summary
The opportunity for Budget 2022
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Part 1: Supporting renewable 
energy deployment and adoption 

We have made recommendations across a number 
of tax areas which could assist in supporting the 
renewable energy sector:

» Extension of participation exemption to early 
stage renewable energy projects

» Implementation of the ATAD Interest Limitation 
Rules for long term infrastructure projects

» Investment in renewable energy companies 
through Employment Incentive Investment 
Scheme (“EIIS”)

» Relief for investment in renewable energy 
generation

» Capital allowances on grid connection costs

» Utilisation of pre-trading expenses

» Research and Development tax credit

» Extension of s56A authorisation to 
development / construction stage renewable 
energy projects

» Monthly VAT reclaims

» Application of Relevant Contracts Tax (‘RCT’) 
regime to renewable energy projects

Part 2: The role of environmental 
taxes and incentives 

2.1. Customs and Trade

Supporting the renewable energy sector through a 
review of customs duty rates

Customs classification of specific environmentally 
friendly products 

2.2. Mineral Oils Tax

Use of biofuels and biogas within Mineral Oils 

2.3. Capital allowances on energy efficient 
equipment 

We have focused on four key areas that we believe play a critical role in 
Ireland’s decarbonisation journey and have considered the complexity of 
implementation and subsequent impact:
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Part 3: Ireland as a 
‘Green Finance Hub’ 

3.1. Promoting investment in ESG funds

» Reducing the rate of Investment Undertaking 
Tax (“IUT”) and Life Assurance Exit Tax (“LAET”)

» Promoting Ireland as a holding company 
location

» Introduction of a withholding tax exemption for 
dividend payments made by Irish qualifying 
ESG companies

» Expansion of the Employment Incentive 
Investment Scheme (“EIIS”) 

3.2. Promoting the establishment of  
ESG funds

» Promoting the use of the Investment Limited 
Partnership (“ILP”)

» Legislative changes to the taxation of carried 
interest 

3.3. ESG and the Implementation of the  
ATAD Interest Limitation Rules

» Exemption for long-term public infrastructure 
projects

3.4. ESG in the Irish Aviation Industry

» Expansion of the accelerated capital 
allowances regime
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Part 4: The role of consumer 
behaviour in decarbonising 
the economy   

4.1. Ireland’s housing supply and approach 
to retrofitting

» ‘Help to insulate’ (extension of ‘help to buy’ to 
apply to purchasers of second hand homes 
with low BER (D-G))

» Tax credit for retrofit costs

» CGT relief on disposal of properties which 
have been retrofitted

» Stamp duty on acquisition

» Improvements to grant scheme 

4.2. Promoting positive corporate and 
consumer behaviour in the area of mobility 

Use of public transport:

» Claiming tax back on public transport

» Introducing a tax deduction for commuting 
expenses

» Promoting investment in park and ride 
facilities

Adoption of electric vehicles

» General scheme of tax incentives for  
hybrids / electric vehicles

» Lower rates of VRT or motor taxes for hybrid 
vehicles

» Incentives for companies using electric 
vehicles as company vehicle fleet

» VAT on hybrid / electric vehicles

» Trade of old vehicles for electric bikes 

4.3. Single use plastics 
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Source

1. Click to view the Bill.
2. Click to view.
3. Click to view the Tracker.
4. Click to view the  

CEO Survey.

Introduction
Context

In March 2021, following on from a series of positive developments 
in Ireland regarding Climate Action, the Government approved the 
Climate Action and Low Carbon Development (Amendment) Bill 2021 
which will set Ireland on the path to net zero emissions by 2050.   

This Bill will ensure that Ireland has a legally 
binding framework to guarantee that the 
necessary commitments and targets set out 
in the Climate Action Plan as well as the EU 
commitment to climate neutrality by 2050 
are being met1. The Bill aims to see a 51% 
reduction in emissions by the end of this 
decade. 

Throughout 2021, there will be a number of 
developments at EU level which will have 

an impact nationally. Most significantly, the 
European Commission is expecting to present 
draft legislation to increase 2030 targets 
through the ‘Fit for 55 package’ and the 26th 
UN Climate Change Conference of the Parties 
(‘COP26’) will be hosted in Glasgow from 1-12 
November 20212. In 2021, the raising of the 
2030 climate targets require action across all 
sectors of economies. All major energy and 
climate legislation is to be amended and the 
proposals are expected to be presented in 
July 2021, including but not limited to, the EU 
Emissions Trading System; the Renewable 
Energy Directive and the planned carbon 
border adjustment mechanism (‘CBAM’). 

The need for action

The transition to carbon neutrality has major 
implications for society, the economy and 
organisations. The efforts needed to secure a 
more sustainable country require contributions 
from all members of society from individual 
households to businesses to Government. 

Positively, awareness and concern is growing 
amongst society. Specifically we note that: 

» 89% of adults aged over 18 are in support of 
taking environmental action according to the 
RED C Consumer Sustainability Tracker3. 

» 79% agree that their own actions can help 
and make a difference, potentially leading to 
a shift towards consumer behaviours that  
are more sustainable and environmentally 
friendly. 

» In the business community, PwC’s 24th 
Annual Global CEO Survey presented that, 
78% of Irish CEOs said that climate change 
and environmental damage is a risk to their 
business but only 32% of Irish CEOs4 said 
they have factored climate change into their 
strategic risk management activities. 

https://www.gov.ie/en/publication/984d2-climate-action-and-low-carbon-development-amendment-bill-2020/
https://ukcop26.org/
https://www.redcresearch.com/consumer-sustainability-tracking-majority-of-irish-want-immediate-action-on-the-environment/
https://www.pwc.com/gx/en/ceo-agenda/ceosurvey/2021.html
https://www.pwc.com/gx/en/ceo-agenda/ceosurvey/2021.html
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Overview

In order to support continued economic growth 
and an expected increase in the population of 
Ireland in the coming decades, Ireland’s electricity 
supply will need to grow and it will need to grow 
in a greener, more sustainable way to support 
our decarbonisation journey. The energy needed 
to support Ireland’s forecast future growth and 
economic activity is expected to increase from  
170 TWh in 2020 to circa 205 TWh in 2050. 
Renewable energy is one of the most critical 
aspects of this journey.    

Supporting renewable energy 
deployment and adoption1 Part 
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Source

6. Click to view.

Note

5. We would note that this 
target may be increased to 
80% in order to facilitate 
lower carbon reductions 
in sectors which are more 
difficult to decarbonise 
which was being considered 
at the time of this report.

The Climate Action and Low Carbon 
Development Bill 2021, once ratified, will put 
targets including, 70% renewable electricity  
by 20305, and a net zero emissions economy  
by 2050 on a statutory footing6. This target may 
be further increased to 80%.

From an economic perspective, the transition to 
renewable energy can become a gross domestic 
product (“GDP”) growth area. A fundamental 
strength of the Irish economy is its openness 
and international connectivity. The Irish economy 
has extensive global trading links and is also an 
attractive location for international business, 
both of which are evident in the number of 
multinational companies located and 
headquartered in Ireland. In an ever changing 
and evolving international policy landscape, it is 
important that Ireland can adapt, and continue 
to host and attract multinational companies. 
Marketing Ireland as a low carbon economy 
undergoing a significant energy transition  
could create new foreign direct investment 
opportunities. Ireland’s location and 
geographical landscape provide a platform  
which is conducive to production of renewable 
electricity e.g. onshore wind, offshore wind, 
wave / tidal, solar, and also to the production of 
renewable fuels such as green hydrogen.   

The development, deployment and operation  
of clean technologies and low-or-zero carbon 
energy and associated infrastructures  
would result in the creation of new job 
opportunities. It is important that the domestic 

policies in place regarding renewable energy 
production encourage investment and stimulate 
global trade in the renewable energy industry. 
Ireland’s emergence as a country where 
renewable energy underpins its energy system 
would be well timed to take advantage of the 
emerging trend amongst Governments and 
companies seeking to reduce the carbon 
footprint of their energy consumption. 

The international precedents for energy transition 
exist, thus evidencing that if done correctly, this 
transition is not an economic gamble. The 
development of the renewable energy sector 
contributes to increased economic activity, 
stimulation of new and existing supply chains, 
generation of tax revenues and creation of jobs. 

There are opportunities for renewable energy 
project developers / landowners to engage with 
renewable energy focused funds or corporates 
in agreeing the development of early stage 
development projects. Stimulation measures by 
the Irish Government, in addition to tax measures 
which frees up cash during the development 
stage will support and encourage a more active 
sector. While onshore wind has been a very 
successful sector, the technologies which 
would benefit from further support include 
solar, offshore wind, wave / tidal and green 
hydrogen. Investment and innovation in the 
areas of security and storage solutions is 
critical to the success of these renewable 
technologies. They are necessary for managing 
the demand and supply of renewable energy. 

https://www.gov.ie/en/publication/984d2-climate-action-and-low-carbon-development-amendment-bill-2020/
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Source

7. Click to view.

There are also areas of the sector which would 
benefit from tax incentives and reliefs in order 
to support and stimulate research and 
development. 

Specifically, gaining access to Ireland’s 
offshore wind potential requires a combination 
of fixed and floating wind technology. Investing 
in this would allow Ireland to tap into abundant 
natural resources given its geographical 
location. This would likely result in Ireland not 
only being able to meet its own requirements 
but also having additional capacity which can 
be exported to Europe. This sector is somewhat 
underdeveloped in Ireland and requires a 
significant focus in this decade in order to allow 
us to meet our renewable energy ambitions. 
This sector will significantly benefit from some 
of the stimulation measures we note below.  

Recommendation

We have identified a number of tax measures 
which would support the renewable energy 
sector: 

» Extension of participation exemption to 
early stage renewable energy projects: 
early stage development projects which are 
divested will often have a substantial capital 
gains tax impact on the seller. However, from 
a climate perspective, it is critical that these 
early stage development projects are being 
divested to renewable energy developers with 
the necessary expertise and capital to bring 
the project to a financial investment decision 
or operational status. A proven mechanism 
for stimulating any sector is reviewing and 
assessing the tax cost of the transaction. In 
Ireland, that would involve considering the 
capital gains tax cost on disposal and 
availability of reliefs to reduce or mitigate the 
associated tax costs. 

» Interest limitation rules for energy 
infrastructure projects: As noted in Part 3 
of this submission, we believe the long term 
public infrastructure exemption as provided 
for in The Anti Tax Avoidance Directive 
(“ATAD”) should encompass renewable energy 
infrastructure projects funded by way of third 
party and connected party debt. In the absence 
of doing so, the risk is that there is a barrier to 
deployment of capital for such projects. The 
impact of which may unnecessarily inhibit the 

number of projects undertaken. For those 
projects undertaken and impacted by the 
rules, the new rules would increase the cost 
of capital for funding the projects which will 
ultimately be absorbed by the consumer 
paying higher electricity costs. As noted in our 
PwC response to the “ATAD Implementation 
Article 4 Interest Limitation – Public 
Consultation”, a broad implementation of the 
exemption long-term public infrastructure 
projects is therefore critical to ensuring that 
the country meets our renewable energy 
targets on the transition to net zero.

» Investment in renewable energy 
companies: The employment and investment 
incentive scheme (“EIIS”) provides tax relief 
for individuals for investment in corporate 
entities. The Community are an important 
stakeholder of renewable energy projects and 
one such method of attaining Community 
“buy in” is having Community investment. 
The structure of such Community investments 
is generally through a corporate vehicle.  
A stipulation of the most recent RESS auction 
was that a Community led project must  
be at least 51% owned by the Community 
(corporate entity known as Renewable 
Energy Community). In the RESS auction in 
2020, there were eight successful Community 
projects7. This requirement meant that the 
Community led projects were not eligible for 
EIIS as the project entity was controlled by a 
Renewable Energy Community. For EIIS to 
apply, the project entity must be a “qualifying 
company” which inter alia requires the entity 
to not be controlled by another person/body 
corporate. We believe there should be a 
technical amendment to Section 490 TCA 97 to 
provide for bone fide structuring requirements 
of such Community Led Projects i.e. that a 
“qualifying company” for the purposes of  
EIIS includes a company controlled by a 
Renewable Energy Community. 

» Relief for investment in renewable energy 
generation (s486B TCA 97) - This relief was 
introduced into tax legislation in Finance Act 
1998 and was singled out in the Budget 
Speech delivered by Minister for Finance 
Charlie McCreavey on 3 December 1997 in 
which he said “Given our need to reduce 
emissions and to promote environmentally 
friendly energy sources, it is clearly desirable 
to provide reasonable financial assistance by 

https://www.eirgridgroup.com/site-files/library/EirGrid/RESS-1-Provisional-Auction-Results-(R1PAR).pdf
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way of tax relief to get such projects off  
the ground”. The relief acted as a stimulus 
measure at the time for the newly emerging 
green economy. However, this relief became 
less attractive to investors when the corporate 
tax rate became 12.5% in 2003, and the relief 
ultimately ceased in 2014. We believe this 
relief should be re-examined but through the 
lense of the current renewable energy sector 
in Ireland and how the 2030 and 2050 targets 
will be met. 

 Similar to the way in which EIIS is structured 
for individuals, the relief would allow a route for 
corporate shareholders to invest in renewable 
energy projects.

» Capital allowances on grid connection 
costs: strictly speaking, capital costs incurred 
by the renewable energy developer in 
establishing a connection from the electricity 
producing assets (i.e. wind turbines, solar 
cells) to the national transmission grid are 
considered non-qualifying for capital 
allowances purposes. Such costs can make 
up a significant element of the total capital 
expenditure for the project and are a 
fundamental aspect of developing and 
constructing it. The capital allowances rules in 
the UK provide relief for grid connection costs 
which is often noted by incoming investors.  
A revision to this tax measure would have a 
substantial impact on the cost of building a 
renewable energy project and could ultimately 
reduce the cost to the consumer. 

» Pre-trading expenses: energy infrastructure 
projects by their nature take several years 
from the point of initial investment, until the 
project becomes operational. A potential 
amendment could include changes to the 
treatment of pre-trading expenses and losses 
during the development and construction 
stages of renewable energy projects. This 
could include the elimination of the 3 year 
cap on pre-trading expenses or the ability to 
monetise losses and / or offset against other 
taxes which would free up cash. Lengthening 
the pre-trading period would allow for the 
alignment of tax relief with the life cycle of a 
renewable project. Notably, the equivalent 
relief in the UK has a 7 year look back period. 

» Research and Development tax credit:  
the R&D tax credit has a high bar with regard 
to “qualifying R&D activities”. In the area of 

sustainability, innovation is critical to 
developing new solutions to renewable 
energy, energy efficiency and conservation. 
We recommend a consultation is launched to 
understand the current scope of the R&D tax 
credit in the context of sustainability innovation 
and consider whether an extension of the 
scope of the R&D tax credit to include 
innovation in the area of sustainability (to the 
extent there is no uncertainty but opportunity 
to improve and change) is needed. Ireland 
has the opportunity to become an ‘innovation 
hub’ for renewable energy, we expect to see a 
significant amount of research, development 
and innovation as we continue to expand 
onshore wind and solar, develop fixed and 
floating offshore wind farm projects, 
construct biofuel plants, recondition fossil 
fuel power stations and develop the green 
hydrogen sector. 

» Extension of s56A authorisation to 
development / construction stage 
renewable energy projects: a temporary 
zero rating of inputs for renewable projects 
up to operational status (i.e. generating 
revenues) could be introduced to ease the 
cash flow burden on renewable energy 
developers. Similar to companies who export 
more than 90% of their goods, they are often 
suffering VAT and reclaiming it until they are 
generating revenues where they move to a 
VAT payable position. Substantial VAT costs 
arise during development and construction 
so an ability to acquire zero rated inputs 
avoids the cash flow impact of suffering and 
reclaiming VAT. 

» Monthly VAT Reclaims: alternatively, offering 
companies in this space an opportunity to 
make VAT reclaims on a monthly basis, rather 
than bimonthly, would alleviate cash flow 
issues for those in this sector as it would 
bring VAT refunds more in line with payment 
terms so that VAT would be refunded at much 
the same time as it is incurred. It is currently 
possible to file monthly VAT returns if you are 
in a constant repayment position, however 
confirmation that this can apply to companies 
up to the point of operating their renewable 
energy business would be beneficial to the 
sector. 

» Relevant Contracts Tax (“RCT”): RCT is a 
withholding tax that applies on payments 
made to subcontractors for certain works.  
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In Ireland, it is a key tax which is applied to 
renewable energy developers / contractors. 
The regime is very prohibitive to new 
companies engaged as subcontractors to 
work on substantial construction of energy 
projects. In practice, there is a 3 years waiting 
period for new companies before the company 
can demonstrate they are tax compliant for 
RCT, which means in these initial years, RCT 
of up to 35% may apply to payments made to 
the subcontractor. It is not uncommon for 
contracts to include a gross up clause for 
withholding taxes thus increasing the business 
cost to the operator. 

 To continue to attract international investment 
in the market and promote Ireland as an 
easy place to do business in the renewable 
energy sector, the RCT regime should be 
updated to allow for guarantees / bonds or 
letters of good tax standing / compliance 
for entities established outside of Ireland 
so they can avail of the 0% rate. Together 
with this, consideration should be given to 
the introduction of a special reduced rate of 
RCT of 5%/10% for participants engaged 
in renewable energy projects to ensure that 
the RCT regime does not act as a barrier to 
attracting the necessary skills and expertise 

required to complete these projects in a 
timely manner. 

 Another measure that could be considered 
involves the ‘own use’ exemption which can 
apply where in the course of their business a 
company erects buildings or develops land 
for the use or occupation of such person or 
employees of such person, however, the 
exemption is limited in respect of the category 
of entities to whom it may apply. By widening 
the scope of the ‘own use’ exemption to 
include renewable energy projects, this would 
greatly reduce the administrative burden 
placed on companies investing in this sector 
in Ireland and it would remove the potential 
for our tax regime to effectively act as a 
barrier to companies with the required skills 
and expertise to perform the work required  
to ensure projects are delivered on time.  
This would be consistent with the CIS scheme 
in the UK which provides for a broader 
exemption in this regard which applies to 
construction contracts for property used in 
the company’s own business, or the business 
of a group company, which applies to 
renewable energy developers/operators 
constructing renewable energy projects for 
their own business.  

‘‘The development 
of the renewable 
energy sector 
contributes 
to increased 
economic activity, 
stimulation of 
new and existing 
supply chains, 
generation of tax 
revenues and 
creation of jobs.
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Overview

Environmental taxes act as a key deterrent to 
behaviours that are contrary to our climate 
action goals. The majority of countries are 
introducing new measures to assist with the 
transition to a low carbon economy.

The role of environmental 
taxes and tax incentives2 Part 
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Source

8. Click to view.

From an environmental taxes perspective, excise 
taxes are paving the way towards a low carbon 
economy. It is an area we expect to see a lot of 
further development which may create further 
cost and compliance burdens for companies. 
For example, as part of the Green Deal, the 
carbon border adjustment mechanism or ‘CBAM’ 
is being developed which will place a carbon 
charge on imports to circumvent carbon leakage 
i.e. non-EU products which are not subject to 
the same carbon measures as EU produced 
products. As the EU ramps up measures to 
address carbon emissions, it must also ensure 
that these measures cover imports into the EU. 
The mechanism will cover imports of the 
“power sector and energy-intensive industrial 
sectors like cement, steel, aluminium, oil refinery, 
paper, glass, chemicals and fertilisers”8. This 
will include both semi-finished and finished 
products of which these key items are a 
component of. The CBAM will add a ‘carbon 
price’ to these products on import into the EU. 
Having been recently approved at WTO level, 
the EU is now considering how CBAM will be 
introduced, for example, as a type of import 
duty similar to customs or anti-dumping 
measures, as a type of carbon tax applicable, 
or leakage to the Emissions Trading System 
(ETS). We will likely see this unfold over the 
coming months.

The Green Deal has set ambitious targets for 
the EU in terms of achieving climate neutrality 

by 2050. To meet this target, Ireland must play 
a pivotal role in the reduction of greenhouse 
gas emissions. The current system of excise 
taxation plays a powerful role in achieving 
these ambitions.  

In terms of excise taxes, the previous budgets 
have had a large focus on increasing the rate of 
carbon tax year on year to achieve a target of 
€100 per tonne by 2030. In addition, a number 
of new revisions were introduced in Budget 2021 
with equalisation between petrol and diesel 
prices, overhaul of VRT rates and a new rate of 
motor tax in line with the introduction of the 
‘Worldwide Harmonised Light Vehicle Testing 
Procedure’ (WLTP). These changes are most 
welcome. While not a central focus in this 
document, it is important to note that there is 
always scope to renew and bring these taxes 
forward.

On the other hand, environmental tax 
incentives such as accelerated capital 
allowances for energy efficient equipment are 
a valuable cash flow benefit for businesses 
but to date, there has not been a significant 
take up of this relief. There is an opportunity to 
improve this relief through widening the scope 
of qualifying assets, simplifying the scheme 
and reducing the administrative burden on 
taxpayers substantiating their claims and on 
the Sustainable Energy Authority of Ireland who 
manage the scheme.

https://www.europarl.europa.eu/doceo/document/A-9-2021-0019_EN.html
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2.1. Customs and Trade
Supporting the renewable energy sector 
through a review of customs duty rates 

Trade in renewable energy is essential in order 
for the EU, and in turn, Ireland to meet their 
renewable energy targets. There has been a long 
history of protectionism within the renewable 
energy sector, in particular with high positive 
customs duty rates and anti-dumping duties 
targeted at green energy/renewable energy 
sectors in order to derive a fair price for such 
goods on the EU market. There are a number of 
WTO disputes ongoing in respect of solar panels, 
most of which are unresolved. The impact of 
this leads to additional price increases and 
trade difficulties which inhibit this sector. 

The EU’s principles of fair competition are an 
important consideration in this regard. However, 
the protectionist policies for this sector need to 
be reassessed in light of the ongoing world 
climate crisis. 

Recommendation

It is worthwhile to consider utilising existing EU 
reliefs to help promote trade in the renewable 
energy sector. End-use provides a relief from 
import duties where products are put to a 
‘specific use’. The end-use system also extends 
the tariff suspension system to certain products 
that are predestined to a specific end-use.  
This mechanism can be utilised in a similar 
fashion for parts used in the development of 
new technology and infrastructure to promote 
renewable energy. Such a scheme would  
need to be formalised at EU level, however, we 
encourage Ireland to lead on such ideas at a 
pan European level.

At a national level, the following actions can be 
pursued to further promote trade in the 
renewable sector:

a) Release of guidance for temporary admission 
and how this applies to the renewable energy 
sector through the use of ‘means of transport’ 
or ‘professional equipment’ import provisions 
- Ireland has a large number of non-EU 
traders importing capital equipment to assist 
in the building of off-shore wind farms and 
other renewable energy structures; 

b) Creating general awareness amongst traders 
in this sector for other alternative relief 
mechanisms such as Inward Processing, 
Outward Processing, Customs Warehousing 
for example.

Customs classification of specific 
environmentally friendly products  

A number of key goods that are paving a way 
towards our climate action goals attract a 
positive rate of customs duty and consideration 
should be given at EU level to whether this is 
contributable to our overall climate goals. 

For example, there is no distinction in the EU’s 
tariff system for items that are made up partially 
or wholly of recycled or repurposed materials. 
Items made of biodegradable plastics or 
recycled textiles are subject to higher rates of 
duty – generally at 6.5% and 12% respectively. 

In addition, transport, such as electric vehicles 
or buses attract a high rate of customs duty 
which inhibits trade in the transport sector for 
electric vehicles. 

Recommendation

The Government should consider working with 
the EU to introduce changes or amendments to 
the classification system in order to recognise 
the efforts made by traders investing in this 
space and to consider a lower rate of duty for 
these products in order to promote trade and 
investment in this area. 

2.2. Mineral Oils Tax
Use of biofuels and biogas 
within Mineral Oils 

A revision of the Energy Taxation Directive 
(2003/96/EC) is due to take place as part of  
the Green Deal. This provides Ireland with  
an opportunity to revise the tax exemptions 
currently available for Mineral Oils Tax (‘MOT’) 
in Ireland. 

An area of focus is the use of biofuels and 
biogas within MOT. Biofuels offer lower 
greenhouse gas emissions, and will reduce 
emissions within the transport sector. Current 
MOT legislation provides for an exemption from 
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the carbon charge component of mineral oils 
where the mineral oil is a biofuel/biogas or it 
forms an element within the mineral oil. The 
Energy Taxation Directive encourages Member 
States to promote the use of biofuels through 
mineral oil tax exemptions or reliefs. The Biofuels 
Obligation Scheme in Ireland introduced the 
requirement to ensure that a percentage of 
mineral oil placed on the market in respect of the 
transport sector is produced from renewable 
sources. 

Recommendation

It may be possible to extend the requirements 
under the Biofuels Obligation Scheme to  
other sectors where mineral oils are utilised.  
An example of this may be the heating sector 
where there is already a high usage of fossil 
fuels. Much of Ireland’s private housing sector 
consists of older and poorly insulated homes 
dependent on fossil fuels for heating. The cost 
of renovating these homes can be too much  
for private individuals, even with the assistance 
of grants. 

Expanding the Biofuels Obligation Scheme 
provides the opportunity for a number of 
off-grid and older homes to decarbonise and 
become more fuel efficient. The percentage 
levy can be lower to begin with and increase 
over time subject to availability of sufficient 
biofuel and energy resources. Penalties should 
be introduced for suppliers unable to meet 
these demands unless there is an overall 
market incapacity to meet required supply.  

Fuel poverty must also be addressed with any 
expansion to the Biofuels Obligation Scheme 
and whether this places an additional financial 
burden on households. Similar to any carbon 
tax increases, a scheme or rebate must be 
considered to offset heating cost increases for 
low-income households.

These requirements should be further extended 
to MOT exemptions, whereby in order for 
traders to claim an exemption from mineral  
oil for biofuels, they must also meet these 
requirements. In addition, such requirements 
may also be extended to the Diesel Rebate 
Scheme on a phased basis which would see 
transport providers, hauliers and road transport 
operators comply with the requirement to source 
mineral oils with renewably sourced content.

We believe broadening the remit of the Biofuels 
Obligation Scheme would be a positive 
development, however, care is needed to 
ensure it is complimented by other aspects of 
policy which support the proposed change.

2.3. Capital allowances on 
energy efficient equipment
Energy efficient equipment (EEE) can be 
relieved for tax purposes through accelerated 
capital allowances (ACAs). ACAs provide a tax 
deduction equal to 100% of the costs incurred 
on qualifying EEE in the year the expenditure 
was incurred. The main advantage of this relief 
from a taxpayer’s perspective is a positive cash 
flow impact as this equipment would usually  
be written-off over eight years. ACAs were 
established through Finance Act 2008. The 
scheme has been extended a number of times 
and was recently extended to 31 December 
2023 through Finance Act 2020.

This allowance should play a significant role in 
assisting Ireland in meeting its targets for energy 
savings and reduction of carbon emissions, 
and incentivising taxpayers to invest in EEE 
through the improved cash flow generated by 
writing off the costs in the first year, as opposed 
to over eight years. However, our practical 
experience is that this allowance is under-utilised 
because it is administratively burdensome to 
substantiate a claim and is in need of reform 
and stream-lining. 

The Department of Finance published “A Review 
of the Accelerated Capital Allowances Scheme 
for Energy Efficient Equipment” in October 
20179. This paper showed that in the seven year 
period from 2009 to 2015, a total of 501 claims 
for ACAs were made in Ireland. These claims 
resulted in total tax savings of €7.4m, generated 
by €59.5m invested in qualifying EEE. In the 
same period, total corporation tax receipts 
collected by Revenue were approximately 
€30.98bn10 11. The tax savings generated from 
ACAs claims represent 0.024% of total 
corporation tax receipts in this period.

We believe that this form of tax relief should be 
better utilised than it is at present and is not 
meeting its policy objective to “promote 
investment in energy efficient products and 
equipment”12. 

  

Source

9. Click to view.
10. Click to view.
11. Click to view.
12. Click to view.

http://www.budget.gov.ie/Budgets/2018/Documents/ACA_Scheme_for_EEE_Review.pdf
https://www.revenue.ie/en/corporate/documents/statistics/archive/statistical-report-2011.pdf
https://www.gov.ie/en/publication/2857fa-annual-taxation-report-2020/
https://www.seai.ie/business-and-public-sector/business-grants-and-supports/accelerated-capital-allowance/
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We have outlined below some examples of the 
administrative difficulties we have seen in practice 
in respect of substantiating a claim for ACAs.

» Matching the equipment to a product on 
the Sustainable Energy Authority of Ireland 
(‘SEAI’) register: The level of technical 
information required to ensure the product 
installed is registered with SEAI can be 
burdensome to obtain and analyse, especially 
where a major building development is subject 
to review rather than the purchase of a one-off 
piece of equipment. The maintenance of the 
register for thousands of products also places 
an administrative burden and puts a strain on 
resources on SEAI.

» Obtaining the cost of a registered product. 
For example, we have instances where a 
particular light fitting is listed on the SEAI 
register but have been unable to obtain the 
costing for that specific light fitting from the 
entire cost of the lighting installations. 

In our view the intention of the policy and the 
benefits derived from it, both for assisting the 
country in meeting its energy and carbon 
emissions targets and for businesses as a tax 
incentive, make the ACAs scheme an ideal  
tool to promote Ireland as a progressive and 
innovative location to carry on business. 
However, we believe that the scheme will only 
reach its full potential if it is simplified and the 
administrative burden is reduced.

Recommendation

We have outlined below a number of 
recommendations to increase the utilisation of 
this key relief. Our ideas include widening the 
scope of qualifying assets and simplifying the 
current scheme. The ideas could all be used in 
conjunction with each other to create a more 
attractive and effective scheme.

» Widening the scope of the relief beyond 
EEE to whole buildings that receive a 
recognised accreditation for overall 
energy performance. This would reward 
investments in buildings that have been 
constructed with energy performance central 

to the design. This could be based on existing 
certification schemes already widely used in 
the construction industry such as Leadership 
in Energy and Environmental Design (LEED), 
Building Research Establishment 
Environmental Assessment Method (BREEAM) 
and Nearly Zero-Energy Buildings (nZEB), or 
adaption of existing certification schemes 
operated by SEAI.

» Addition of new product categories for 
other EEE and water-saving technologies 
such as efficient toilets, efficient taps, 
rainwater harvesting equipment and greywater 
recovery equipment.

» Remove the condition for products to be 
registered with SEAI and instead base  
the eligibility of products meeting the 
performance criteria for their particular 
category. As mentioned above, building 
owners installing EEE are reliant on the 
manufacturer registering the product with 
SEAI. The performance criteria would be 
amended each year to take into account 
advances in technology so as to ensure only 
the most energy efficient products are eligible 
for the relief.

» Introduce a tax credit for companies which 
can be monetised where the company is 
loss-making for the element of their loss 
generated by the ACAs claim. This would 
incentivise loss-making companies to invest in 
EEE that otherwise would not. A precedent 
for a similar mechanism has already been set 
through the R&D tax credit scheme.

» Remove the condition that the equipment 
must not be leased, let or hired, which 
precludes landlords and lessors from 
availing of this relief. The removal of this 
condition would incentivise landlords, who 
are a major investor in real estate in Ireland, 
to invest in EEE.

» Introduce an enhanced rate of relief above 
the current 100% first-year allowance. 
This would result in lower cost of installing 
EEE, which would encourage taxpayers to 
invest in EEE.

‘‘Broadening the 
remit of the 
Biofuels Obligation 
Scheme would  
be a positive 
development, 
however, care is 
needed to ensure it 
is complimented 
by other aspects  
of policy which 
support the 
proposed change.
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Overview

Ireland has committed to making considerable 
capital investments in the area of sustainability  
in the coming years in pursuit of the country’s 
plan to transition to a low carbon, climate resilient 
and environmentally sustainable economy.  
The Financial Services sector has a key role to 
play in this initiative and can do so in a manner 
which, most importantly, improves Ireland from  
an overall sustainability perspective while 
simultaneously facilitating economic growth.     

Ireland as a  
‘Green Finance Hub’3 Part 
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Source

13. Click to view.
14. Click to view the plan.
15. Click to view.

2020 was a landmark year for the global 
financial services sector. Environmental, social 
and governance (“ESG”) considerations have 
become more important than ever to investors, 
who have been identified as a key driver of the 
global push towards sustainable investing. The 
European Commission has recognised that the 
financial services industry can play a crucial 
role in supporting the advancement of both 
climate change and sustainable finance more 
generally through the advent of both the EU 
Sustainable Finance Action Plan and the 
Sustainable Finance Disclosure Regulations 
(“SFDR”) which stand to transform sustainable 
finance from an optional consideration to a focal 
point of the European fund industry. A range of 
new regulations are currently being introduced, 
bringing in a new set of non-financial standards 
for investors, financial advisors and financial 
market participants.

ESG investment has also been steadily 
increasing in Ireland. According to PwC’s 
report, entitled “2022 – The growth opportunity 
of the century – Are you ready for ESG 
change?”, Ireland currently has 5.6% of global 
ESG assets under management by domicile13. 
Furthermore, the World Bank Group has been 
using Dublin as a centre of excellence for the 
issuance of sustainable and development bonds 
and Euronext Dublin recently saw an increase in 
ESG bond listing of 112% across January and 
February 2021 compared with the first two 
months of 2020. Cumulative ESG bond issuances 
on Euronext Dublin now stand at €79.515 
billion. The Government’s recent commitment, 
under the Ireland for Finance Action Plan 202114, 

to developing a Sustainable Finance Roadmap, 
to guide Irish green and sustainable finance 
activities has been another positive step. 

This momentum behind ESG has been highly 
conducive to the market’s growth, pushing  
the transition towards sustainable standards  
of investing. This changing focus offers 
opportunities for individuals, companies and 
governments. Yet it also presents a risk that, if 
we do not address the issue, we could be left 
behind and lose the opportunities for growth. 
With more than 37,000 people15 working in  
the financial services industry in Ireland, the 
sector has the people with the skillset, initiative 
and drive to position Ireland as the leading 
international domicile for ESG products and 
investments. 

We believe that a greater focus on promoting 
the establishment of Irish ESG funds and 
investment therein is required. With some 
further tweaks to our current domestic tax 
regime and by implementing future tax 
legislation (notably the ATAD Interest Limitation 
Rules), in a broad manner as outlined below, 
Ireland can continue to attract key talent and 
boost it’s image as a center of excellence for 
sustainable finance in the years to come. 

In addition, it is important that the Irish aviation 
industry is supported in it’s push towards 
decarbonisation. In our view, by making some 
minor amendments to our accelerated capital 
allowances regime to include fuel efficient 
aircraft, Ireland can consolidate its position as 
a global leader in this space.

https://www.pwc.lu/en/sustainable-finance/esg-report-the-growth-opportunity-of-the-century.html
https://www.gov.ie/en/publication/88ff4-ireland-for-finance-action-plan-2021/
https://www.ilim.com/media/1611/sif-report-2020.pdf
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Source

16. Click to view.

3.1. Promoting investment 
in ESG funds
Reducing the rate of Investment 
Undertaking Tax (“IUT”) and Life 
Assurance Exit Tax (“LAET”) 

In order to encourage Irish investors to invest  
in sustainably focused projects and initiatives, 
we recommend that the rate of investment 
undertaking tax (“IUT”) for funds which invest in 
such initiatives is reduced. The tax rate for Irish 
deposits is currently 33% and we would suggest 
that a more attractive reduced rate is offered  
to encourage large scale investment and to 
overcome the inertia that would inevitably exist 
if only an equal or marginally better rate was 
offered. In addition, given that a number of 
investors in Irish funds are located outside of 
Ireland, the Irish financial services sector could 
benefit from significant positive publicity in 
promoting such an initiative with potentially very 
little loss of overall revenue to the Irish economy.

Internationally, we have seen the introduction  
of similar incentives in other prominent 
investment fund domiciles, such as 
Luxembourg. In Luxembourg, retail funds are 
generally subject to an annual subscription tax 
(“tax d’abonnement”) at a rate of 0.05% on their 
net assets. From 1 January 2021, a reduction in 
the annual subscription tax rate will be granted 
to regulated investment funds, investing in any 
kind of economic activity that qualifies as 
environmentally sustainable in line with article 3 
of EU Regulation 2020/85216 (the “EU taxonomy 
for sustainable activities”). In order to benefit 
from the reduced rate of subscription tax, the 
Luxembourg tax authorities will expect the 
percentage of eligible assets to be disclosed  
in the annual report of the fund and this  
must be signed off by a certified auditor.  
The reduction will be based on the percentage 
total of net assets invested in sustainable 
assets as follows: 

Percentage of net 
assets invested in 
“sustainable assets”

Over 5%

Over 20%

Over 35%

Over 50%

Subscription  
tax rate                            

0.04%

0.03%

0.02%

0.01%

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN
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The introduction of this incentive is a key element 
of government strategy to promote Luxembourg 
as the number one green market place in 
Europe. As such, there is a risk that Ireland  
will fall behind our competitors in this space 
where we fail to introduce similarly progressive 
incentives. In order to align the position of 
insurance products with investment funds, it 
would also be necessary to similarly reduce the 
rate of LAET on insurance investment products. 

Recommendation

We would suggest the introduction of a similar 
system whereby the rate of IUT and LAET 
attributable to qualifying funds and life assurance 
products which invest in sustainable activities 
is reduced in line with the “EU taxonomy for 
sustainable activities”. In order to simplify the 
operation of this incentive as much as possible, 
we believe that a 20% rate of IUT and LAET 
should be introduced for funds and insurance 
products which exceed a minimum threshold  
of sustainable assets. Similar to the system 
introduced in Luxembourg, the percentage  
of eligible assets should be disclosed in the 
annual report of the “qualifying fund”, which is 
signed off by a certified auditor. An equivalent 
reporting obligation could be established for 
qualifying insurance products.

Promoting Ireland as a holding 
company location  

Ireland was the fastest growing of the 5 largest 
European fund domiciles in 2020 and this 
growth was driven in no small part by the 
flexibility of Irish funds to invest in a broad 
spectrum of global assets. As noted, Ireland 
currently has 5.6% of global ESG assets under 
management by domicile17. In order to ensure 
that this figure continues to grow and that 
Ireland maximises the opportunity to become  
a hub for global green financing activities it is 
important to ensure that the holding of ESG 
assets through Irish structures is not prohibitive 
when compared with other competitor fund 
domiciles. Additionally, in a domestic context,  
it is essential that there are no barriers to 
investing in Irish sustainable infrastructure 
projects. This will be important to ensuring that 
Ireland meets its carbon emissions reduction 
targets. 

Recommendation

In this regard, Ireland should review the operation 
of its participation exemption for capital gains on 
disposals of substantial shareholdings. Currently, 

in order to benefit from this exemption, Section 
626B(2)(c) TCA 1997 states that at the time of 
the disposal:

i. the activities of the investee company must 
consist “wholly or mainly of the carrying on  
of a trade or trades”; or 

ii. the business of the investor company and  
its subsidiaries and the investee company 
and its subsidiaries when taken as a whole 
“consists wholly or mainly of the carrying on 
of a trade or trades”.

ESG assets may not meet this trading 
requirement, particularly at the early stage of 
development of infrastructure projects. This can 
result in a substantial CGT impact on the seller 
where such holdings are divested. From a climate 
action perspective, as noted in Part 1 of this 
submission, it is critical that these early stage 
development projects are being divested to 
renewable developers with the necessary 
expertise and capital to bring the project to a 
financial investment decision or operational 
status. As such, Ireland should consider a 
relaxation of the requirement for the investee 
company to be considered ‘trading’ where the 
economic activity undertaken by the company 
qualifies as environmentally sustainable in line 
with article 3 of EU Regulation 2020/85218  
(the “EU taxonomy for sustainable activities”). 

This would also bring Ireland into line with other 
competitor European fund jurisdictions such as 
the Netherlands and Luxembourg and secure 
Ireland’s position as a hub for global ESG 
investment.

In line with the above, we would further 
recommend that Ireland consider an expansion 
of Section 21B TCA 1997. This section currently 
extends the 12.5% rate of corporation tax to 
certain dividends received by Irish companies 
where they are paid out of the trading profits of 
non-Irish resident companies that are resident in 
an EU Member State or in a country with which 
Ireland has a double tax treaty. Ireland should 
consider a relaxation of the requirement for the 
profits of the investee company to be considered 
‘trading profits’ where the economic activity 
undertaken by the company qualifies as 
environmentally sustainable in line with Article 3 
of EU Regulation 2020/85219 (the “EU taxonomy 
for sustainable activities”). These changes will 
help to further enhance Ireland’s attractiveness 
as a holding company location for ESG assets 
and promote Ireland as a hub for global green 
financing activities.

Source

17. Click to view.
18. Click to view.
19. Click to view.

https://www.pwc.lu/en/sustainable-finance/esg-report-the-growth-opportunity-of-the-century.html
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN
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Introduction of a withholding tax 
exemption for dividend payments made 
by Irish qualifying ESG companies  

To further increase Ireland’s attractiveness as  
a location for inward investment and to further 
promote the adoption of sustainable practices 
by Irish companies, Ireland should strongly 
consider the introduction of a withholding tax 
exemption for companies that undertake 
environmentally sustainable activities. The 
Government has long had a policy of promoting 
inward international investment to provide 
support to viable and fundamentally sound  
Irish SMEs and start-up businesses and  
also to drive infrastructure projects where 
significant capital outlay can be required at the 
development stage. The introduction of a 
withholding tax exemption, would help to 
further promote international investment and 
help the growth and development of Irish 
companies in this sector. It will also be a further 
demonstration of Ireland’s commitment to 
achieving its targets on the road to climate 
neutrality by 2050.

Recommendation

In this regard, we believe that Chapter 8A TCA 
1997 (Sections 172A to 172M) should provide 
for an exemption from dividend withholding  
tax in respect of dividends paid by Irish 
resident companies that exceed a minimum 

threshold of sustainable activities by reference 
to article 3 of EU Regulation 2020/85220 (the 
“EU taxonomy for sustainable activities”).

3.2. Promoting the 
establishment of ESG funds
Promoting the use of the Investment 
Limited Partnership (“ILP”) 

Ireland’s historic success in developing the 
financial services industry has been built on 
having the right fund structures in place. Over 
time this has begun to attract more middle and 
front office operations to Ireland. The revised 
Investment Limited Partnership (“ILP”) structure 
offers an attractive option for the alternative 
investment industry, particularly within the 
context of ESG focused funds. Transparent 
structures can lend themselves well to these 
initiatives in that they facilitate direct exposure 
to the underlying asset class for an investor. 
With it’s flexibility on investment restrictions 
and borrowing as well as the speed-to-market 
for the product, the ILP should become one of 
the more popular categories of ESG funds in 
future. As such it is important that the benefits 
of this structure in an ESG context are properly 
promoted. In this regard, the government’s 
recent commitment to the promotion of the ILP 
as part of the Ireland for Finance Action Plan 
2021 is welcomed21.

Source

20. Click to view.
21. Click to view.

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN
https://www.gov.ie/en/publication/88ff4-ireland-for-finance-action-plan-2021/
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Recommendation

At present, Section 172C(2)(d) TCA 1997 sets 
out that a “collective investment undertaking” 
shall be an “excluded person” for the purposes 
of dividend withholding tax. Section 172A(1)(a) 
defines a “collective investment undertaking”, 
for the purposes of Chapter 8A and Schedule 
2A, as follows:

i. a collective investment undertaking within  
the meaning of section 734,

ii. an undertaking for collective investment 
within the meaning of section 738,

iii. an investment undertaking within the 
meaning of section 739B (inserted by the 
Finance Act 2000) or

iv. a common contractual fund within the 
meaning of section 739I (inserted by the 
Finance Act 2005), 

not being an offshore fund within the meaning 
of section 743.

As such, an ILP as defined in Section 739J, does 
not fall within the Section 172A(1) definition of a 
“collective investment undertaking”. We do not 
believe there is any policy reason for excluding 
ILPs from this exemption.  While it is a tax 
transparent entity, we note that so are common 
contractual funds (“CCFs”) to which the 
exemption applies. Consequently, there is no 

particular distinction (from a tax perspective) 
between ILPs and CCFs. In our view, ensuring 
that ILPs have parity of treatment in respect of 
dividend withholding tax will be a critical factor 
in ensuring that the ILP is a successful fund 
vehicle.

We believe that including investment limited 
partnerships (as defined in Section 739J)  
within the definition of “collective investment 
undertaking” in Section 172A is a straightforward 
legislative amendment which would be in line 
with the aims of the reform of the wider ILP 
regime. It would also align with the existing 
inclusion of CCFs, which are treated in a similar 
way for Irish tax purposes.

Legislative changes to the 
taxation of carried interest  

In addition to having the right fund structures in 
place it is important that Ireland can attract the 
right people. Attracting and retaining local and 
international senior people with the requisite 
experience and skills is a necessary step in 
developing Ireland as a location for ESG 
investment funds. In this regard, Ireland’s  
high personal tax rates are likely to remain an 
impediment to such key employees deciding to 
move to Ireland. While the Special Assignee 
Relief Programme (“SARP”) is helpful, a new 
form of tax relief designed to incentivise senior 
employees of fund managers to remain in 
Ireland or come to Ireland is required. The 
employment of these individuals in Ireland will 
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result in the recruitment of local staff to support 
their activities as well as the local recruitment  
of trainee fund managers who will be able to 
develop their skills while working in Ireland. 

Recommendation

The incentive regime should be focused on the 
taxation of carried interest. Carried interest is  
a common feature of the private equity fund 
industry and is designed to align the interests 
of managers with the performance of funds 
under management.  Carried interest provisions 
typically provide managers and individual 
employees with a return (usually in the form of 
shares / units or bonuses) where certain hurdle 
rates have been met and capital commitments 
have been wholly or partly repaid to investors. 
Under current law such remuneration is subject 
to income tax, PRSI and USC at marginal rates 
and because shares / units fall within the “exit 
tax” regime for funds, any gain realised on the 
sale or redemption of such shares or units by an 
Irish resident individual is subject to income tax 
at 41%. Deemed disposal provisions also apply 
where the shares or units are held for 8 years. 
By contrast, a non-resident would generally not 
be subject to any Irish taxes on either receipt, 
sale or redemption. This taxation treatment is 
often cited as one of the reasons why fund 
managers are reluctant to base themselves in 
Ireland as ultimately their ability to recruit and 
locate senior personnel in Ireland will be 
partly-driven by the after-tax remuneration 
which their key employees will earn.

The only exception to the above is provided for 
in Section 541C TCA 1997 which applies capital 
gains tax treatment (at a rate of 15%) to carried 
interest for certain venture fund managers of 
qualifying venture capital funds in the form of 
partnerships. The relief afforded by Section 
541C should be widened to apply to carried 
interest earned by senior Irish resident 
employees of an ESG fund manager in respect 
of “qualifying funds” with qualification being 
linked to economic activity that qualifies as 
environmentally sustainable in line with article 3 
of EU Regulation 2020/852 (the “EU taxonomy 
for sustainable activities”). We believe that a 
similar criteria to the IUT incentive regime 
(noted in Section 2 above) should be utilised for 
this relief, whereby a fund would be viewed as  
a “qualifying fund” where a 20% threshold of 
sustainable assets is reached. The percentage 

of eligible assets should be disclosed in the 
annual report of the “qualifying fund” and this 
must be signed off by a certified auditor.

The international nature of the funds business 
means that Irish-resident fund managers may be 
involved in the management of funds based in 
multiple jurisdictions. While some of these funds 
may not be based in Ireland, the establishment 
of the fund management operations in Ireland 
with Irish-resident employees is clearly of 
benefit to the nascent Irish ESG funds industry 
as well as the broader economy (not least in 
respect of direct and indirect employment). As 
a result, it is important that the relief should 
apply irrespective of where the fund under 
management is established (or its legal form 
which may vary from country to country and 
from fund to fund). This will ensure that the 
regime is attractive to all Irish-resident 
managers of ESG funds.

In our view, this is the most effective way to 
encourage senior fund manager personnel to 
locate in Ireland.  As the relief would only apply 
to certain key employees of a fund manager, it 
would not have general application across 
employees in the asset management sector. It 
would also only benefit those key employees 
who are or become Irish residents and would 
therefore encourage them to locate in Ireland 
as well as encouraging existing Irish resident 
employees to seek to fill or indeed create those 
important roles.

3.3. ESG and the Implementation  
of the ATAD Interest Limitation 
Rules
Exemption for long-term public 
infrastructure projects 

In line with the provisions of the EU Anti Tax 
Avoidance Directive (“ATAD”), the Department 
of Finance is currently in the process of drafting 
fixed ratio rules which would limit interest 
deductibility to a prescribed level of EBITDA. 
The interest limitation rules, which are expected 
to be effective in Ireland from 1 January 2022, 
will operate to deny a deduction in respect of 
net interest expense (being gross interest 
expense less interest income, including income 
deemed “economically equivalent income”) 
that exceeds 30% of the taxpayer’s EBITDA. 
However, the ATAD provides for an exemption 



26  |   Pre-budget submission 2022

from interest limitation rules in respect of 
long-term public infrastructure projects22 and 
we believe that a broad view should be taken 
on what loans qualify in this category. 

Renewable energy projects are often funded by 
significant levels of debt, as substantial capital 
outlays are typically required to fund the 
development and initial operational phases of 
these projects. As such, renewable energy 
projects which follow standard industry funding 
models may be in breach of the 30% of EBITDA 
threshold in their early years due to these high 
levels of debt. Ireland has a long-established 
policy of encouraging private sector investment 
in infrastructure projects and this is reflected in 
the fact that the main investment in renewable 
energy in Ireland comes from the private sector. 
ATAD Article 4 provides that a long-term public 
infrastructure project must be a “project to 
provide, upgrade, operate and /or maintain a 
large-scale asset that is considered in the 
general public interest by a Member State”23. 
As such, while it is important that all long term 
infrastructure projects have a public benefit 
there is no requirement under the Directive that 
should limit this exemption to loans raised by 
public bodies. Further, the provisions of the 
exemption should take account of the funding 
structures which are commonly utilised within 
the Irish renewable energy industry. A common 
practice within the market is to establish an Irish 
holding company to lend funds to a subsidiary 
company which will operate the renewable 
energy trade (known as a HoldCo – OpCo 
structure). A holding company of a qualifying 
infrastructure company should equally be able 
to avail of this exemption. 

In order to ensure that investment in Irish 
renewable energy projects and sustainably 

focused initiatives remains an attractive prospect 
to investors, it is critical that the interest limitation 
rules be implemented in such a way that ensures 
such projects are not adversely impacted.  
As noted in our PwC response to the “ATAD 
Implementation Article 4 Interest Limitation – 
Public Consultation”, a broad implementation of 
the exemption for long-term public infrastructure 
projects is therefore critical to ensuring that the 
country meets our renewable energy targets on 
the transition to net zero.

Recommendation

To apply an exemption from the interest 
limitation rules in respect of appropriate  
green long-term infrastructure projects.  
As noted in our PwC response to the “ATAD 
Implementation Article 4 Interest Limitation 
– Public Consultation” this could be achieved 
by providing a list of strategic projects that 
could be updated by the Minister from time to 
time as required.

3.4. ESG in the Irish  
Aviation Industry
Expansion of the accelerated 
capital allowances regime 

COVID-19 has disrupted economies and 
businesses, locked down billions of people, 
closed borders and brought the aviation industry 
to a standstill. Environmental issues and 
sustainability may have taken a back seat as 
airlines deal with immediate existential issues, 
but they have neither gone away nor diminished 
in importance. The industry has set some 
extremely challenging targets, including a  
50% reduction in carbon emissions by 2050 
compared to 2005.

Source

22. Click to view.
23. Click to view.

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32016L1164&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32016L1164&from=en
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Achieving these goals will require considerable 
investment in developing new technologies. 
However, the challenge is considerable: 
reversion to the pre-COVID-19 industry growth 
trend will push aviation’s share of man-made 
GHG emissions from 2.5% to 10%, and 
potentially as high as 24%, by 2050 if the pace 
of technological change does not accelerate, 
and additional measures will likely be required. 

Electric and hydrogen technologies and fuel 
sources will have some impact in the context  
of achieving net zero (circa 25%) but the lion’s 
share is expected to come from sustainable 
aviation fuels (SAF) - initially biofuels and over 
time, synthetic fuels. The latter is important as 
it allows the existing fueling infrastructure to 
stay and also importantly, conventional aircraft 
to continue to operate, i.e. arguably limited 
value destruction compared to changing the 
complete platform. The aviation industry is 
establishing a Council on Sustainable Aviation 
Fuels Accountability (CoSAFA), which intends 
to accelerate the industry’s movement toward 
further decarbonising aviation and increasing 
the adoption of SAF. SAF is low-carbon 
synthetic jet fuel derived from sustainable 
feedstocks, including cellulosic biomass, 
wastes and residues, waste steel mill gases, 
and captured CO2. The formation of CoSAFA  
is aimed at supporting and complementing the 
industry’s commitment to SAF deployment, 
particularly in multi-party transactions.

Ireland’s development into a global aircraft 
leasing hub has been driven in no small part by 
our specialised and skilled workforce in this 
area. Our competitive and transparent tax 
regime supported by the 12.5% corporate tax 
rate in addition to our extensive treaty network 
has also helped to promote Ireland as an 

attractive location to establish an aircraft 
leasing platform and encourages world players 
in this industry to conduct their leasing business 
through and with Ireland. In order to consolidate 
Ireland’s position as a leader in this space we 
have set-out some minor amendments to the 
tax code which would greatly support this 
industry in it’s push towards decarbonisation.

Recommendation

As noted above, accelerated capital allowances 
for energy efficient equipment (“EEE”) is an 
attractive regime and provides a very valuable 
cash flow benefit for businesses however this 
regime is under-utilised generally in practice as 
the process to claim this relief is administratively 
burdensome. The current tax depreciation relief 
available for qualifying EEE provides a tax 
deduction equal to 100% of the costs incurred on 
qualifying EEE in the year the expenditure was 
incurred. Accelerated capital allowances are 
available for assets which satisfy the qualifying 
conditions under Section 285A TCA 1997. At 
present, assets placed on lease to a third party 
do not qualify for this favourable regime. 

In order to support Ireland’s position as a 
global aircraft leasing hub, we propose 
extending the accelerated capital allowances 
regime under Section 285A TCA 1997 to apply 
to any energy efficient aircraft or aircraft 
converted to enable the use of sustainable fuel 
types, including such aircraft placed on lease 
to third parties.

In our view, including fuel efficient aircraft within 
the scope of the ACA regime would be an 
opportunity to encourage aircraft lessors and 
airlines alike to focus on developing a more fuel 
efficient fleet. 

‘‘By supporting the 
aviation industry 
in its push towards 
decarbonisation, 
Ireland can 
consolidate it’s 
position as a 
global aircraft 
leasing hub.
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Overview

Consumer behaviour in the areas of housing / 
retrofit, mobility (use of public transport and 
adoption of electric vehicles), in addition to 
use of single-use plastics, are key focus areas 
for society in tackling climate change.   

The role of consumer behaviour 
in decarbonising the economy  

Part 4 
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4.1. Ireland’s housing supply 
and approach to retrofitting 

Overview

As Ireland is made up of large amounts of old 
housing stock, houses can often have a low 
Building Energy Rating (BER) or inefficient 
energy consumption patterns. The Government 
has proposed a target to retrofit 500,000 houses 
to increase the energy efficiency of homes and 
install 600,000 heat pumps by 203024. The 
Government has also put in place regulations 
that require households carrying out major 
renovations to ensure that their entire home  
has a BER of B2 or above. This will encourage 
households who are considering renovating to 
allocate costs for energy efficiency improvements 
in order to meet this requirement.

Households may be deterred from improving 
their home’s energy efficiency for a number of 
reasons including; high upfront costs, lack of 
information about the process of retrofitting and 
negative attitudes towards solar panels. Although 
there are currently grants in place to help 
finance retrofitting, they only cover a portion of 
the costs which may still be challenging for some 
households (up to an estimated 40%-50%).

Another critical aspect to this topic since 2020 
is that COVID-19 has accelerated the move from 
office buildings to homes. Energy management in 
offices tends to be generally more sophisticated 

than in individual houses. Ireland’s approach to 
retrofitting is therefore key if working from home 
is to become a sustainable alternative to the 
commute and office based working. A focussed 
approach to retrofitting homes (including 
associated upskilling) would not only stimulate 
activity in the economy, it would also help 
provide for much more healthy, ergonomic and 
energy efficient workspaces for the new wave 
of e-worker.  

Recommendation

The Government could introduce the following 
incentives to encourage individuals to invest in 
the energy efficiency of their homes or support 
them in the financing of the retrofit: 

» ‘Help to insulate’ (extension of ‘help to 
buy’ to apply to purchasers of second 
hand homes with low BER (D-G)): Taking 
the ‘Help to Buy’ scheme as a guide, creating 
a new tax initiative whereby an individual 
taxpayer acquiring an older house which 
needs to be retrofitted. This scheme could be 
limited to owner occupied homes or extended 
to landlords. This type of purchase doesn’t 
qualify for the current ‘help to buy’ rebate, 
however, if the provisions were extended to 
include ‘help to insulate’ then some relief 
could be available. For example, if a similar 
relief was applied to renovation costs for 
insulation / retrofit (est at c€25k to €60k) then 
the relief could operate as repayment of a 

Source

24. Click to view.

https://www.gov.ie/en/publication/7e05d-programme-for-government-our-shared-future/
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certain percentage of the amount paid to the 
contractor (similar to help to buy it would be 
offset against VAT for the contractor). In order 
to qualify for the relief, the works would need 
to be appropriately certified and could include 
spending on heat pumps, smart meters, 
external / internal wall insulation, solar panels 
etc. The relief could be based on the after-
grant spend and could be up to 20-30% of 
that net spend. 

» Tax credit for retrofit costs: To broaden out 
the current grant offering for homeowners 
retrofitting their homes, an additional scheme 
which provides for a refund of property tax 
paid could be implemented. The credit could 
be calculated based on a certain percentage 
of the costs incurred in carrying out the 
retrofit. Consideration could be given to 
restricting the scheme to owner occupied 
residential properties and minimum BER 
improvements to BER ratings could also be 
required to qualify for the tax credit.   

» CGT relief on disposal of properties which 
have been retrofitted: Consideration could 
be given to relief available on the disposal of 
properties which are held as investment 
properties. This could be designed as a 
percentage reduction in the CGT rate or a 
credit in the calculation of the tax payable. 
This should neutralise the impact of an 

increase in value due to retrofit therefore 
making it very attractive to property investors. 
The cost incurred in retrofitting a property 
should form part of the property owner’s 
base cost for CGT purposes. In addition to 
this, an additional relief for retrofit costs 
would either reduce the tax rate or allow for a 
credit in the CGT calculation. 

» Stamp duty on acquisition: Consideration 
could be given to a reduced rate of stamp 
duty on the acquisition of houses which 
either meet the requisite BER or an ability to 
claim back the stamp duty for reinvestment in 
retrofit (these would need to be an equivalent 
percentage reduction / reclaim amount to 
ensure the relief would be fair for all taxpayers). 
The economic impact of refunding the stamp 
duty would be offset against the tax revenues 
derived from direct and indirect taxes derived 
from the retrofit activity. 

» Grant scheme: Regarding the availability of 
grants for retrofit, improvements could be 
made to allow for greater accessibility of the 
grants or an increased amount of funding to 
allow for higher grant payments. The process 
could also be simplified by removing the 
qualifying condition that a minimum BER of 
B2 must be achieved post retrofit but rather 
demonstrating a certain incremental change 
(i.e. G to C for example).  
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4.2. Promoting positive 
corporate and consumer 
behaviour in the 
area of mobility

Overview

There is a significant cultural and societal 
element to reforming the transport system and 
addressing behaviours in Ireland. Specifically 
with regard to use of public transport, congestion 
and use of personal vehicles. Positive measures 
can be introduced to promote positive consumer 
behaviour and over time, more punitive measures 
can be introduced to mitigate negative 
consumer behaviours. We believe ‘big bang’ 
impact measures would do more harm than 
good initially. 

We have focused on two keys areas in the area 
of mobility: 

» Promoting the use of public transport, and 

» Encouraging the adoption of electric vehicles. 

Use of public transport  

Public infrastructure such as public transport is 
widely used by the population, however, certain 
parts of the country suffer from unreliability and 
lack of sufficient infrastructure. 

By 2030, the Government’s goal is to reduce 
greenhouse gas emissions by 45-50% in the 
sector. They are committed to providing 500,000 
additional public transport journeys daily by 
2035, in addition to providing more walking and 
cycling infrastructure25. 

Reducing greenhouse gas emissions will 
improve air quality, especially in cities. It is 
expected that more people will use public 
transport when more journeys and routes are 
available, reducing the need for personal 
transport in cars. An increase in walking and 
cycling paths should also reduce the use of 
personal transport which was a key point noted 
in Budget 2021.

As noted above, an additional important 
consideration will be the impact of COVID-19 
on the public’s attitude to public transport and 
the way in which public transport will be utilised 
post-pandemic. This will be impacted by the 
extent to which remote working becomes a 
permanent feature of the future of work. This 
could have a knock on impact on the level  
of utilisation of public transport, the peak 
congestion times and also the key locations 
where transport infrastructure is needed.

Recommendation

Specific measures that the Government could 
consider introducing once adequate public 
transport is in place include:

» Claiming tax back on public transport: 
There may be an opportunity to offer a tax 
credit for travel costs associated with public 
transport (similar to medical expenses). 
Currently, all employees of companies 
(including company directors) that choose  
to participate in the Tax Saver scheme are 
eligible, provided the commuter tickets are 
applied for and supplied by the employer. 
Consideration could be given to expanding 
this initiative to include all ad hoc public 
transport journeys as well as daily and 

Source

25. Click to view.

https://assets.gov.ie/10206/d042e174c1654c6ca14f39242fb07d22.pdf
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monthly tickets to encourage an increased 
use of public transport. Consideration could 
also be given to also extending the scheme to 
include costs of using vehicle sharing apps 
(e.g. GoCar, Yukoo etc). Other ways to expand 
the scheme would include relief for individuals 
who may not be in current employment (e.g. 
particularly persons who are out of work as a 
result of COVID-19) but who have been subject 
to income tax at some point during the year 
in question. As part of the expansion of this 
initiative, the mechanism for claiming back 
the tax relief / credit could be simplified via 
the PAYE Anytime / ROS system relying on 
the data from transport tickets. This would 
allow for consumers to receive tax savings on 
their public transport tickets directly while also 
allowing for a traceable system. In addition, 
the current annual tickets are primarily 
designed for employees who commute to 
and from work each day in order to be cost 
effective. Therefore, if the Government hopes 
to encourage decentralised/remote working 
as well as an increase in the use of public 
transport, then tweaking the relief to facilitate 
a move away from annual tickets to a more 
flexible model should allow transport users 
who are not commuting five days per week  
to avail of the relief. This is an important 
consideration given that the post-COVID 
working world is likely to be more flexible  
(i.e. hybrid working models etc) in nature.

» Introduce a tax deduction for commuting 
expenses: A tax deduction could be 
introduced for commuting costs incurred  
by individuals. This could be structured so  
as to differentiate between different types of 
transport and distances covered. Relief  
could be calculated based on the method of 
commuting such as public transport, cycling 
or through use of park and ride facilities. 

» Investment in park and ride facilities:  
In order to encourage increased investment 
in park and ride facilities, the Government 
could consider reintroducing specific 
incentives for private development of these 
facilities (similar to the scheme under TCA 
1997 s 372V introduced by Finance Act 1999). 
This could take the form of accelerated capital 
allowances or tax credits for expenditure 
incurred in the development of designated 
park and ride facilities. 

The Government could use any funds raised 
from the increased use of the transport system 
to reinvest back into the infrastructure needed.   

Adoption of electric vehicles (‘EVs’) 

In order to achieve the required reduction in the 
level of emissions set out by 2030, changes to 
purchasing behaviours with regard to personal 
vehicles are needed by both businesses and 
individuals but this needs to be supported by a 
market which facilitates such decision making. 
There are currently levies on petrol and diesel 
but despite this, consumers still remain more 
likely to purchase petrol or diesel run motor 
vehicles. 

In 2019, there were approximately 10,000 
electric vehicles (‘EVs’) on the road. As Ireland 
aims to have 936,000 EVs on the road by 
203026, the Government must consider  
further incentivising tax and other policies  
to encourage the switch to electric vehicles. 
These EVs are hoped to be made up of 840,000 
passenger EVs, 95,000 electric vans or trucks 
and 1,200 electric buses27. This is a huge ask 
and would require around 60% of all new 
passenger cars per annum to be EVs between 
now and 2030.

Current issues that may prohibit consumers from 
making the switch to electric vehicles include: 

» Lack of infrastructure for charging stations, 

» Lack of second hand car market for EVs 
(although hybrid car market is a lot more 
mature),

» A need for changes to our electrical grid 
capacity, 

» Cost of batteries and a lack of familiarity 
among the public. 

Recommendation

In order to alleviate the costs and barriers to 
purchasing such vehicles, the Government 
could follow one of the following policy 
changes made by other countries:

» Australia introduced grants to pay for battery 
electric vehicle fast-charging stations in public 
spaces in cities and key regional centres. 

» In Sweden, they have announced a target for 
100% of their vehicles to be fossil fuel free by 
2030. In order to make this a possibility they 
have offered EV owners tax incentives, while 
simultaneously increasing taxes on petrol  
run cars. 

Source

26. Click to view.
27. Click to view.

https://www.gov.ie/en/publication/7e05d-programme-for-government-our-shared-future/
https://assets.gov.ie/10206/d042e174c1654c6ca14f39242fb07d22.pdf
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» Norway has adopted several incentives ranging 
from tax / VAT incentives to substantially 
lower fuel, parking and toll costs. As Norway’s 
domestic energy source comes from 
hydropower this made the switch to EVs even 
more efficient not only financially but also 
environmentally. These incentives made the 
choice of purchasing petrol/diesel run cars 
seem financially unsensible and therefore the 
cultural norms of buying a petrol/diesel car 
were no longer deemed to be a persuading 
factor.

If Ireland were to adopt similar initiatives to 
Norway and Sweden such as lower toll and 
parking fees for electric vehicle owners this 
could incentivize consumers in Ireland to make 
the switch to EVs. Although the upfront costs  
of electric vehicles can be quite expensive, the 
day to day running costs are noticeably lower in 
comparison to petrol and diesel run vehicles. 

Specific measures that Government could 
consider introducing include

» General scheme of tax incentives for 
hybrids / EVs: The Government should 
introduce tax incentives for those looking to 
purchase Hybrids / EVs. There are currently 
grants available for €5,000 for the purchase of 
new battery powered EVs, however, the grants 
available for Plug-In Hybrid Electric Vehicles 
(PHEVs) will be reduced from €5,000 to €2,500 
from 1st July 202128. If the Government is 
planning to reduce these grants available for 
PHEVs, then they should reinvest these funds 
into expanding the current €5,000 grants for 
EVs to make the switch to EVs even more 
accessible for consumers. As mentioned 
previously, if Ireland were to leverage Australia’s 
policy to invest in battery electric vehicle 
fast-charging stations in public spaces and 
key regional centres around the country, this 
would help encourage consumers to switch 
to EVs.

» Lower rates of VRT or motor taxes for 
hybrid vehicles: VRT relief for these vehicles 
was not extended beyond 2020. Such lower 
rates should be considered going forward given 
the low availability of second hand EVs and 
higher cost associated with EVs at present. 

» Incentives for companies using electric 
vehicles as company vehicle fleet: 
Provision of subsidies or grants for companies 
and employers promoting the use of electric 
vehicles for their employees and the installation 
of charging stations for electric vehicles in 
employee car parks. The limit on capital 
allowances for EVs could also be increased 
to make the acquisition of such vehicles  
more attractive. 

» VAT on electric cars / hybrid cars: 
Consider the VAT rate of electric and hybrid 
vehicles in order to bring the cost of such 
vehicles to a more competitive level. 

» Trade in old vehicles for electric bikes:  
In addition to a focus on EVs, some countries 
are introducing policies to encourage the 
adoption of electric bikes. The Government 
could create a similar scheme to one proposed 
in France which encourages the transition 
from fossil fuel run cars to electric bikes which 
offers owners of old cars €2,500 in exchange 
for trading in these cars to purchase an 
electric bicycle. Such a policy could be 
particularly effective for consumers who live 
in the city or for those only using their car for 
short journeys.

Although there are various challenges 
associated with encouraging consumers to 
switch from petrol fuelled vehicles to EVs and 
electric bicycles, if the Government were to 
adopt grants, tax incentives, and initiatives to 
improve the accessibility of owning an EV or 
electric bike, they could significantly reduce the 
level of carbon emissions produced. 

4.3. Single use plastics 
Since its introduction in 2002, the plastic bag 
levy has been successful in reducing the amount 
of plastic going to landfill and has worked to 
further encourage the use of reusable bags. 

Due to its success, this levy should be looked 
at more broadly, in particular as the EU and 
other institutions are looking closely at the use 
of plastic more broadly in society. It is now an 
opportune time to review this taxhead and 
expand it to include other areas that are 
contributing to Ireland’s landfills.

Source

28. Click to view.

https://www.gov.ie/en/press-release/9c69a-electric-vehicle-grant-scheme-to-prioritise-fully-electric-cars-as-part-of-drive-to-halve-countrys-carbon-emissions-by-2030/
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