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Business owners and investors are liable to capital gains tax at 33% on gains arising on the 
disposal of shares and business assets worth more than €1m.    
This tax can be substantially reduced, deferred indefinitely or potentially avoided altogether 
through the use of an Irish personal holding company.    
 
 
 
On 1 January 2016, the Government introduced a reduced 
capital gains tax rate of 20% on the sale of business assets, 
including shares, subject to an overall limit of €1m.   
 
This relief favours entrepreneurs in small businesses, but 
leaves working shareholders and investors in medium and 
large businesses exposed to tax at 33% on returns on 
investments over this amount. 
 
This tax can be avoided by structuring investment in trading 
entities through an Irish Personal Holding Company (“IPHC”). 
 
What are the benefits of an IPHC? 
 
IPHCs enable individual or corporate investors to access tax-
free returns on investments in trading entities. 
 
When an Irish company disposes of shares in a subsidiary this 
generally gives rise to CGT on the gain arising at 33%. 
 
IPHCs are exempt from companies CGT on disposals of 
shares in a qualifying subsidiary.  The exemption also applies 
to gains arising on the disposal of assets related to shares, 
such as options and convertible securities.   
 
What are the tax planning opportunities for IPHCs? 
 
IPHCs have multiple uses apart from enabling investors to 
achieve substantial tax savings.  For example:- 
 
 Individuals can limit or avoid CGT on the disposal of 

business assets.  Post sale, the IPHC operates as a 

‘cashbox’ with the gross proceeds being reinvested or 
extracted in a tax-efficient manner.  

 Corporate investors may use IPHCs to ‘roll over’ gains 
tax-free on successive investments in Irish and foreign 
trading companies. 

 Companies may use IPHCs to sell part of a business tax 
free. 

 Individuals intending to live abroad may use an IPHC to 
warehouse gains until they are non-ordinarily resident 
and outside the charge to Irish CGT. 

 IPHCs can be used to protect assets from creditors and 
make tax-efficient gifts. 

 
Who is eligible to use an IPHC? 
 
Any person investing in a trading company, whether carrying 
on a trade in Ireland or abroad should consider structuring that 
investment through an IPHC. 
 
What is the legal structure of an IPHC? 
 
An IPHC is a private unlimited company incorporated under 
the laws of Ireland with a nominal share capital.   There is no 
requirement to file annual abridged accounts with the 
companies registration office.  Companies  must have at least 
two directors and may have just one member.  
 
What are the conditions for relief? 
 
The IPHC must have held, directly or indirectly, 5% or more of 
the ordinary share capital shares in a qualifying subsidiary for 
a continuous 12 month period.   
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During the period, the IPHC must also be entitled to 5% or 
more of profits available for distribution and distributable 
assets on a winding up.   
 
A company that does not satisfy the above conditions may still 
access relief provided that it has been a parent within two 
years of the date of the disposal.  
 
The IPHC must be a resident of Ireland, another EU Member 
or a country with which Ireland has a double taxation 
agreement.   
 
The business of the subsidiary must consist, wholly or mainly, 
of the carrying on of a qualifying trade at the date of disposal.  
Steps can be taken to ensure trading status if necessary.   
 
The exemption also applies to shares in non-trading 
companies that are part of a larger business.   
 
What is a qualifying trade? 
 
With certain exceptions, all trades should qualify for the relief.   

 
The exceptions apply to shares held in certain managed funds 
and shares that derive their value, or the greater part of this 
value, directly or indirectly from specified assets.   
 
The term specified assets includes land and buildings, or 
minerals in Ireland and any rights, interests or other assets in 
relation to mining or minerals or the searching for minerals.  It 
also includes exploration rights relating to offshore activities.  
 
Does the relief apply to liquidations of a trading entity? 
 
Yes, the relief equally applies when a subsidiary is liquidated 
and where no share disposal technically takes place.    
 
Interaction with the lower rate of CGT 
 
An issue to consider is the lower rate of CGT of 20% on the 
disposal of business assets of up to €1m.  
 
Personal investors wishing to maximise their overall position 
may wish to consider a hybrid structure with shares held 
personally and through an IPHC. 

 
 
Case study 1 
 
Mr Graham is 50 years old and has surplus cash from a previous business which he hopes to invest in a number of Irish SMEs.  He is considering an 
investment of €500k in an energy business which may yield a return of €2m.  He will also provide consultancy services for which he will receive annual 
fees of €50k.  Without planning, the return on Mr Graham’s investment will be taxable at 33% triggering a liability of €495k on the expected gain of €1.5m. 
 
Mr Graham can avoid this liability by structuring his investment through an IPHC.  Financing the IPHC by way of loan will enable him to extract his initial 
seed capital without any tax exposure.  The IPHC may use the gross return on investment to make further investments on his behalf.  Furthermore, the 
IPHC may be used to reduce his income tax exposure on the fee income from his marginal rate of tax (55%) to 12.5%. 
 

 
 
Case study 2 
 
Mrs Thompson is Irish resident and domiciled for tax purposes.  She set up an Irish trading company, Homemade Chocolates Ltd, in 1995 and has an 
offer to sell the business to her management team for €2.5m.  She plans to reinvest part of the proceeds in her daughter’s business and to retire abroad.  
Without planning, Mrs Thompson will liable to Irish CGT of €825,000 (i.e. €2,500,000 @ 33%) on the sale of her shares in the company. 
 
Mrs Thompson can avoid this liability by transferring her shares to an IPHC (by way of share swap) twelve months before the sale.  The IPHC may make 
investments on her behalf including her daughter’s company.  Upon Mrs Thompson’s retirement abroad (and the passing of three years), she can may 
liquidate the IPHC and the distribution in specie of cash and investments will be outside the charge to Irish capital gains tax. 
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