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1. Introduction

Background

Digitalisation and attendant globalisation have brought major changes to the way in which
business operates internationally and it is important that the international tax framework
evolves to keep pace with the modern world. Over the past decade Ireland has worked with
fellow EU Member States and at the OECD to ensure that its tax system is aligned with
evolving international standards.

The recent OECD Inclusive Framework Agreement on addressing the tax challenges arising
from digitalisation is the most significant global corporate tax development in a century. This
is an opportune time to reflect on the potential merits of moving to the exemption method of
relief from double taxation, as well as considering alternative reforms to our current system of
double taxation relief that may be appropriate as we seek to maintain our well-earned
reputation as somewhere businesses can invest, develop and thrive.

Stakeholder engagement will continue to be a crucial input in deciding how Ireland adapts to
these historic changes.

As an initial step, the Department of Finance is inviting broad views on a potential move from
our current credit method of double taxation relief to an exemption method. Contributions are
being sought to identify, and inform policy discussion on, the potential impacts of a transition
to a territorial system. It is envisaged that, as the review process progresses, further input may
be sought on the detail of the key issues identified.

As a worldwide regime, Ireland’s current corporate tax regime reflects a stable long-term
commitment to a broad base and a relatively low rate. A worldwide regime considers all profits,
both domestic and foreign source, of a resident entity to be within scope of taxation. Such
systems generally allow double tax relief for foreign tax paid on foreign-source profits and
therefore a domestic tax charge generally only arises on such profits to the extent the domestic
tax liability exceeds the foreign tax already paid on the same profits.

Fully territorial regimes focus on the taxation of income and gains earned in the territory and
exempt foreign-source profits of resident entities: There are relatively few such regimes
globally. On the other hand, there are many jurisdictions, including most EU member states,
which have adopted a limited territoriality in their corporate tax codes, through the exemption
method of double taxation relief. This participation exemption approach to relief for foreign
taxation typically extends to dividends from foreign direct investments and gains from
disposals of such investments; and it is often complemented by an exemption of foreign
branch profits.

As in the Coffey Report (see below), references to consideration of a territorial regime in this

document are to consideration of such participation exemption and/or branch exemption
regimes— not to consideration of a fully territorial, foreign source income exemption regime.

Coffey Report

The 2017 Review of Ireland’s Corporation Tax Code by Seamus Coffey (the Coffey Report)
noted that Ireland operates a worldwide system and a residence-based corporation tax code
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aligned with the broad base/low rate approach, with corporation tax imposed on the worldwide
profits of residents as well as the Irish branches/agencies of non-residents.

The report found that the most common system internationally is an exemption-method
territoriality and included a recommendation to consider the introduction of an exemption
method of double taxation relief in place of our current credit-based worldwide regime.

Public Consultation Subsequent to the Coffey Report

A public consultation was held on the recommendations of ‘the Coffey Report’ in 2018. In
general, responses to this consultation concerning a potential review of the approach in the
current corporate tax code to double taxation relief were positive. The public consultation
identified two potential avenues to addressing issues identified with our existing system:

e Option One; change to an exemption system. This could improve the position of
domestic firms and the attractiveness of our Corporation Tax system for international
investors, while reducing the compliance burden.

e Option Two; simplify the existing rules for double tax relief under Schedule 24 of the
Taxes Consolidation Act 1997. This could keep the broad base and all the current
benefits of our system while reducing the complexity and additional compliance burden
associated with claiming double tax relief.

Corporation Tax Roadmap

The Corporation Tax Roadmap published in 2018, subsequent to ‘the Coffey Report’,
contained a commitment to consider the introduction of a territorial regime.

A public consultation had initially been scheduled to take place in 2019/2020 on the
assumption that the international tax discussions would have finalised. However, given that
these discussions had not yet settled, it was deemed prudent to wait until there was greater
certainty around the international taxation environment before addressing this issue directly.

Acknowledging that the outcome of the work at the OECD, in particular Pillar Two, had the
potential to fundamentally alter the international tax framework, the updated 2021 version of
Ireland’s Corporation Tax Roadmap contained the commitment to begin consultation in 2021
on the possibility of moving to a territorial regime.

*Please see Appendix 1 including all recent reforms of the corporation tax system.

OECD International Taxation Agreement

The OECD/G20 Inclusive Framework on BEPS, in October 2021, reached agreement on a
two-pillar solution to address tax challenges arising from the digitalisation of the economy.

Pillar One will see a reallocation of 25% of residual profits (being profits greater than 10% of
turnover) to the jurisdiction of the consumer. The scope of Pillar One is confined to
multinational groups with turnover above €20 billion annually.

Pillar Two will see the adoption of a new global minimum effective tax rate of 15% applying to
multinationals with global revenues above €750m.



It is intended that the agreement will bring long-term stability and certainty to the international
tax framework arising from discussions which have taken place.

Detailed technical work continues on both pillars at the OECD. Model rules for Pillar Two were
agreed in December 2021 and it is the intention of the European Commission to bring forward
a proposal for a Directive to transpose the OECD model rules into EU law.

Completing the Transposition of ATAD

Finance Bill 2021 includes new measures which will complete the transposition of the Anti-
Tax Avoidance Directives, through the introduction of Anti-Reverse-Hybrid rules and a new
interest limitation ratio to supplement our long-standing domestic interest rules.

The EU’s Anti-Tax Avoidance Directive (ATAD) has five separate anti-avoidance measures,
which have been transposed into Irish law in line with the timeframes set out by the Directives.
Below is a summary of how Ireland’s commitment to transposing the Directives has been
achieved.

» A general anti-abuse rule (GAAR) - Ireland’s longstanding General Anti-Avoidance
Rule already met the ATAD standard.

» Exit taxation — ATAD compliant Exit Tax introduced in Finance Act 2018 and took
effect from 10 October 2018.

» Controlled Foreign Company rules (CFC) — ATAD compliant CFC rules introduced
in Finance Act 2018 and took effect from 1 January 2019.

» Anti-Hybrid rules — The first and most substantial element of the anti-hybrid rules was
introduced in Finance Act 2019. The remaining element, dealing with reverse hybrid
mismatches, is being introduced in Finance Bill 2021 and will come into effect from 1
January 2022.

» Interest limitation rule — Introduced in Finance Bill 2021 and will come into effect from
1 January 2022.

As set out as a commitment in the January 2021 Update to the Corporate Tax Roadmap, the
Finance Bill also introduces the Authorised OECD Approach for the attribution of income to
branches of non-resident companies operating in the State. This is another step in aligning
our tax code with international norms.

Next Step in Considering Moving to Participation Exemption and/or
Branch Exemption Regimes

When announcing that Ireland would join the global tax agreement of the OECD Inclusive
Framework, Minster Donohoe stated that ‘all countries, including Ireland, will need to assess
the compatibility of their tax systems with new global norms’.

Following this period of substantial reform to Ireland’s corporation tax framework, it is timely
to revisit the possible transition to participation exemption and/or branch exemption regimes
and for this reason we are now holding a public consultation.

A key purpose of this consultation will be to gather stakeholder views on the interaction of
these recent measures with any possible change to a territorial system of taxation.



2. Questions

Policy Benefits of Participation Exemption and/or Branch Exemption
Regimes

At present, a company resident in Ireland is subject to Irish tax on its worldwide income.?! In
order to prevent double taxation of foreign income that is also subject to tax in a foreign
jurisdiction, foreign tax paid on that income can be offset against Irish tax payable on the same
income.

In practice, this often results in limited amounts of incremental tax becoming payable in Ireland
on foreign earnings. However, the double tax relief provisions set out in Schedule 24 of the
Taxes Consolidation Act 1997 (TCA 1997) are complex, having evolved over many years in
response to changes in policy and to accommodate principles established in European case
law.

In essence, a participation exemption, or branch exemption, system would deliver double
taxation relief in respect of the relevant foreign income, as the words suggest, by exempting
the income concerned from residence state taxation. The great majority of OECD countries
use that form of territorial system.

Such a territorial system could be simpler and provide greater certainty for businesses — but
would also have to be accompanied by robust anti-abuse measures.

Q1. What is your opinion of Ireland’s corporate tax potentially moving from the current
worldwide system with credit relief for foreign tax to a territorial system of double
taxation relief, including participation exemption and/or branch exemption provisions?

Q2. What would the broad benefits be for multi-national enterprises if Ireland were to move
to such a system?

Q3. Are there any particular drawbacks or concerns for multi-national enterprises which
should be considered if Ireland were to move to such a territorial system of double tax
relief, including any indirect consequences or risks?

Q4. Are there particular examples of best practice associated with a change to territoriality
in other jurisdictions which could be considered, with a view to reducing compliance
burdens without increasing avoidance risks?

Scope of Exemption Regimes

If Ireland were to adopt participation exemption and/or branch exemption regimes into its
corporate tax system, there would be a range of policy options to be considered in relation to
the scope of such regimes. As already outlined, a previous public consultation identified two
emerging options for change:

1 Gains by an investor company arising from disposals of participations of 5 per cent or more in a trading investee
company resident in a treaty-partner jurisdiction are exempt under Section 626B of the Taxes Consolidation Act
1997.
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Adopting the territorial approach reflected in participation exemption and/or branch
exemption regimes internationally.

Retaining a worldwide system but simplifying the existing rules under Schedule 24
TCA 1997.

The recommendation contained in the Coffey Report was to move to a participation exemption
regime which would exempt related-party foreign dividends and foreign branch income.

Variations of this recommendation could include some of the following features:

A wider participation exemption than is currently provided for gains;?

Limit to dividends paid out of trading profits of companies;?

Limit to foreign branch trading income;

Limit participation exemption and/or branch exemption to specified categories of
jurisdictions, e.g. DTA-partner countries and EU member states, while retaining the
worldwide charge with credit for foreign tax for other jurisdictions, including, for
example, EU Code of Conduct-listed jurisdictions.

The options identified above are neither exhaustive nor prescriptive. In this respect,
contributions are invited on the following:

Q5.

Q6.

Q7.

Taking account of the above, what in your view would be the potential impacts of
moving to a participation exemption regime as set out in the Coffey Report?

Are there particular considerations or design features that should be considered in
reviewing the basis of the Irish corporation tax system?

Taking account of, but not limited to, the design elements above, what in your view
would be the best regime for Ireland to transition to, should a change take place?
Please elaborate with consideration of the impacts, benefits and potential drawbacks
both of (a) your preferred approach and (b) any approaches which you do not think
would be beneficial.

Interaction with CFC Rules

CFC rules are commonly used in territorial systems to prevent the artificial diversion of profits
offshore. In 2017, the Coffey Report noted that historically, Ireland had not introduced CFC
rules given that Irish resident companies were taxed on a worldwide basis. However, as
outlined above, CFC rules have now been part of the Irish tax code since 1 January 2019, as
part of our transposition of the Anti-Tax Avoidance Directives.

Ireland’s CFC rules contained in Part 35B TCA 1997 identify a CFC as a non-Irish tax resident
company which is controlled by an Irish resident company or companies. The CFC charge

2 Section 626B Taxes Consolidation Act 1997
3 The definition of such profits could draw upon the provisions of Section 21B Taxes Consolidation Act 1997,
which addressed the taxation of foreign dividends.




arises on the portion of the CFC’s undistributed income which is attributable to the controlling
companies’ relevant Irish activities.*

The existing CFC rules were designed in the context of Ireland’s existing worldwide tax regime,
for example the profits of a permanent establishment in another jurisdiction are not included
in the CFC charge, and it is appropriate to consider whether any change to these rules would
be required should the current worldwide charge transition to territorial participation
exemptions and/or branch exemption regimes.

Q8. Please outline your view of whether Ireland’s CFC rules would be adequately aligned
with participation exemption and/or branch exemption regimes should these be
introduced. What synergies or risks, if any, do you foresee arising?

Q9. Please identify any particular design features of these exemption regimes that could
have positive or negative impacts in this context? Please elaborate.

Q10. Please identify any adaptations to Ireland’s CFC rules that should be considered in
conjunction with the introduction of such exemption regimes.

Interest Charges associated with Exempt Income

Participations in foreign investee companies may be funded by borrowings by Irish-resident
investor companies, and the interest costs in respect of such borrowings may reduce Irish
profits and Irish tax payable. If the income from such participations were to be exempted, the
relief for such interest costs may merit review.

Q11. Inyour view, should tax relief for funding costs of investments be reviewed, with a view
to restrictions, if foreign income from such investments were to be exempted? What
EU law or tax treaty constraints, if any, might impede such restrictions?

Exit Tax

Ireland’s ATAD compliant Exit Tax rule, contained in s.627 TCA 1997, provides for a charge
to tax on the economic value of any capital gain created here but not realised at the time of
the transfer out of our jurisdiction.

This measure was required by ATAD which obliged EU Member States to impose the tax on
certain unrealised gains arising on the following events:

e The transfer of assets from a permanent establishment (PE) to a head office or PE in
another territory;

4 Ireland has also introduced legislative defensive measures to apply to jurisdictions listed on Annex 1 of the EU
list of non-cooperative jurisdictions for tax purposes through enhanced CFC rules.




o The transfer of a business carried on by a PE in a member State to another territory;

e The migration of tax residence to another country; and

e The transfer of assets from a taxpayer’s head office to a permanent establishment
(PE) in another territory.®

Q12. Please outline what in your view the impacts, if any, of participation exemption and/or
branch exemption regimes might be on Ireland’s Exit Tax rules. Do you foresee any
synergies or risks in this space?

Q13. Please identify how particular design features of the exemption regimes could have
positive or negative impacts in this context.

Schedule 24

As set out in the introduction to this consultation, the legislation governing double tax relief,
contained in Schedule 24 TCA 1997 has evolved over many years in response to changes in
policy and to accommodate principles established by European case law, and is very complex.

The Coffey Review considered that, instead of moving to a territorial corporation tax base,
Schedule 24 could be simplified on a policy and tax neutral basis.

Q14. Do you believe that a review and simplification of Schedule 24 could be feasible and
sufficient, instead of changing to participation exemption and/or branch exemption
regimes? How might this simplification be achieved?

Q15. What in your view are the relevant considerations in terms of any simplification of
Schedule 24?

Q16. In the event of Ireland moving to participation exemption and/or branch exemption
regimes, what simplifications, if any, could be considered for the remaining credit
system of double taxation relief - including in respect of foreign-source interest and
royalty income and out-of-scope dividend, branch income and capital gains?

Interaction with Anti-Hybrid rules

As outlined above, the majority of the anti-hybrid rules were introduced in Finance Act 2019,
with the remaining rule, the reverse hybrid rule, being introduced in Finance Bill 2021. In
broad terms, the purpose of the rules is to address tax advantages, or tax mismatches, that
arise where a financial instrument or entity is characterised differently for tax purposes by
the two jurisdictions concerned in a cross-border context.

When transposing the rules, it was acknowledged by stakeholders that hybridity was not a
feature of Ireland’s corporate tax landscape because of its worldwide tax regime. For
example, the rules were implemented on the basis that, due to Ireland’s worldwide tax

5 It should be noted that as the exit tax charge only applies in situations where Ireland loses its right to tax the
assets, this aspect of Article 5 was not required to be implemented in Irish legislation as it can have no
application under our worldwide system of taxation.




regime, an Irish tax resident company cannot have a disregarded permanent establishment
in another jurisdiction.

It was also acknowledged that, in transposing the rules, certain provisions should be
included to account for situations where a technical tax mismatch might arise under a strict
interpretation of the rules but where there is, in substance, no economic tax mismatch
because of Ireland’s worldwide system of taxation.

Accordingly, the rules were designed in the context of Ireland’s existing worldwide tax
regime and consideration is required as to whether any change to these anti-hybrid rules
would be required should the tax system transition to a territorial regime.

Q17.

Q18.

Q19.

Please outline how territorial participation exemption and/or branch exemption regimes
could impact on Ireland’s Anti-Hybrid rules. Do you foresee any synergies or risks
arising from the change?

Please identify any specific design features of exemption regimes that could have
positive or negative impacts in this context? Please elaborate.

Please identify any adaptations to Ireland’s Anti-Hybrid rules that should be considered
in conjunction with a transition to such exemption regimes.

Interaction with the Two-Pillar Solution

The OECD/G20 Inclusive Framework has agreed a two-pillar solution to address the tax
challenges arising from the digitalisation of the economy.

Under Pillar 1 there will be a rule permitting allocation of an amount to market jurisdictions
when the in-scope multinational company derives revenue from those jurisdictions (Amount
A). The application of the arm’s length principle to in-country baseline marketing and
distribution activities will be simplified and streamlined (Amount B).

Pillar Two consists of:

two interlocking domestic rules:

e an Income Inclusion Rule (lIR), which imposes a top-up tax in respect of the low
taxed income of a constituent entity; and

¢ an Undertaxed Payment Rule (UTPR), which denies deductions or requires an
equivalent adjustment to the extent the low-tax income of a constituent entity is not
subject to tax under an IIR;

and
a treaty-based rule (the Subject to Tax Rule (STTR)) that allows source jurisdictions to

impose limited source taxation on certain related party payments subject to tax below
a minimum rate.




Q20. Do you foresee potential impacts, arising from moving to participation exemption
and/or branch exemption regimes, for the way in which the two pillar solution is
implemented in Irish tax law? Are there any potential synergies or risks with the
implementation of the two-pillar solution and such exemption regimes?

Ireland’s Double Taxation Treaty Network

Ireland’s tax treaty network has been negotiated based on its worldwide tax system and the
credit method of providing relief from double taxation. Specifically, the article equivalent to
Article 23 (Elimination of Double Taxation) in the OECD Model Tax Convention has been
consistently agreed on the basis of the credit method — rather than the exemption method —
as respects Ireland providing relief from double taxation.

Q21. Do you foresee potential impacts, arising from moving to participation exemption
and/or branch exemption regimes, for Ireland’s tax treaties?

Q22. Should the renegotiation of Ireland’s tax treaties, as respects the Elimination of Double
Taxation article, be considered in the event of the enactment of participation exemption
and/or branch exemption regimes? Would this be necessary? If so, how might it be
feasible to accomplish this in a targeted and efficient manner?

Q23. Would any amendment of Ireland’s worldwide tax system to allow for exemption of
foreign dividends, gains or branch income necessitate a review of specific tax treaties
in Ireland’s network, where previously Ireland’s worldwide charge would have ensured
taxation of such dividends, gains or branch income? Alternatively, could such taxation
be ensured by limiting the scope of any exemptions enacted in domestic law?

Transitional Arrangements

In order to assist with the identification of issues which may arise in transitioning to
participation exemption and/or branch exemption regimes, were these to be enacted in the
future, the Department of Finance seeks your views on these potential issues.

For example, should taxpayers be allowed to utilise losses that arise prior to the introduction
of a branch exemption regime and should such use be limited in specific respects? Should
there be an opt-in approach to participation exemption?

Q24. Do you foresee impacts in relation to the matters identified above or any other matters
related to transitional arrangements?

Other Issues

The full effects and consequences of a potential move to a territorial regime have to be
considered against the entirety of the Taxes Consolidation Act, and in the context of the
evolving international tax framework.

Q25. In your view, what other relevant considerations should be taken into account? You
may wish to consider this question in the context of the recent OECD Inclusive
Framework Two-Pillar agreement.
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3. Consultation Period

We are inviting replies from interested parties to any or all of the above questions with a view
to informing Ireland’s potential adoption of a territorial regime of taxation.

The consultation period will run from 22 December 2021 to 7 March 2022. Any submissions
received after this date may not be considered.

How to Respond

The preferred means of response is by email to: intltax@finance.gov.ie. Please include
“Consultation on Territoriality” in the subject box.

Alternatively, you may respond by post to:

Consultation on Territoriality,
Tax Division,

Department of Finance,
Government Buildings,
Upper Merrion Street,
Dublin 2

D02 R583

Please include contact details if you are responding by post.

When responding, please indicate whether you are contributing to the consultation process as
a professional tax adviser, representative body, business representative, in an individual
capacity, as a non-governmental organisation, or in any other capacity.

Freedom of Information

Responses to this consultation are subject to the provisions of the Freedom of Information
Acts. Parties should also note that responses to the consultation may be published on the
website of the Department of Finance. Parties should clearly indicate where their responses
contain personal information, commercially sensitive information or confidential information
which they would not wish to be released under FOI or published.

Meetings with Key Stakeholders

The Department of Finance may also invite stakeholders to meet with them, including
representative bodies, tax professionals and other interested groups or individuals.
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Appendix 1 - Irish Corporation Tax Reform since 2013
Ireland has taken significant actions on corporate tax over the last 8 years. The key actions
that have been taken by Ireland have been:

1.

10.

Changes were made to Ireland’s corporate tax residence rules in Finance (No.2) Act
2013 to prevent Irish incorporated companies from being stateless for tax purposes,
and in Finance Act 2014 to shut down known structures (such as the so-called ‘Double
Irish’) which were designed to exploit gaps in US tax rules.

Ireland has continuously made changes to ensure we are constantly up to date with
best practice on tax transparency and exchange of information. Of the 78
jurisdictions reviewed to date, Ireland is one of only a small number of jurisdictions to
have been found to be fully compliant with new international best practice by the Global
Forum on Transparency and Exchange of Information for Tax Purposes.

Ireland commissioned and published in 2015 a Spillover Analysis, carried out by the
independent International Bureau of Fiscal Documentation (IBFD), to examine the
impact of our corporation tax regime on developing countries.®

Ireland introduced Country by Country Reporting in Finance Act 2015 and
subsequently agreed a Directive (DAC4) to ensure a consistent approach on CbCR
across the EU.

Ireland agreed and has fully implemented an EU Directive (DAC 3) to provide for the
automatic exchange of information on advance cross-border tax rulings and
advance pricing arrangements among all Member States. Ireland is also fully compliant
with the BEPS Action 5 requirements on exchange of taxpayer information in this
regard.

Ireland agreed an EU Directive (DAC5) in 2016 to ensure access for tax
administrations to information about beneficial owners of companies and other
information held for anti-money laundering purposes. Ireland has made Regulations to
ensure Revenue can access and exchange information on beneficial ownership of
companies.

Ireland was among the group of countries to sign the BEPS multilateral instrument
at the first possible opportunity in 2017. Ireland ratified and deposited our Instrument
of Ratification with the OECD on 15 January 2019. The MLI is now in force to ensure
that our tax treaty network is compliant with the BEPS standards.

Ireland agreed two Anti-Tax Avoidance Directives (ATADs) with our fellow EU
Member States in 2016 and 2017 and has made significant progress on transposition.

Ireland commissioned an independent expert, Mr. Seamus Coffey, to carry out a
thorough review of our Corporation Tax Code and to make recommendations for
any reforms that may be needed. This review was published in September 2017.

Ireland agreed in October 2017 the Directive on Dispute Resolution Mechanisms
to extend the availability of arbitration when two Member States disagree on how, and

6 http://www.budget.gov.ie/Budgets/2016/Documents/IBFD _Irish_Spillover Analysis Report_pub.pdf
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

where, a taxpayer should be taxed. This Directive has now been implemented by
Ireland.

Ireland agreed the first ever EU list of non-cooperative tax jurisdictions with our
fellow Member States in December 2017. The list has been successful in encouraging
third countries to commit to implementing international tax best practices.

Ireland agreed an EU Directive (DAC6) in 2018 to introduce a common mandatory
reporting regime for tax advisers and companies where transactions are entered into
that meet certain hallmarks in 2018. The Directive was transposed in Finance Act
2019, however implementation was delayed across the EU until January 2021 due to
COVID-19, a with a look back period to June 2018. Ireland was one of only three EU
Member States to already have a mandatory disclosure regime in place prior to
agreement of the Directive.

Ireland introduced ATAD-compliant Controlled Foreign Company rules in Finance
Act 2018. These anti-abuse rules deter the diversion of profits from controlling
companies in the State to offshore subsidiaries.

Ireland introduced an ATAD-compliant Exit Tax in Finance Act 2018. This applies a
charge to tax on certain unrealised gains where a company migrates residence or
transfers assets offshore such that they leave the scope of Irish tax.

In 2019 Ireland notified that our long-standing General Anti-Abuse Rule (GAAR)
already met the required standard under ATAD.

The Revenue Commissioners entered into a Competent Authority Agreement with
the Maltese tax authorities to shut down the structure known as the ‘Single Malt'.

ATAD-compliant anti-hybrid rules were introduced in Finance Act 2019. These rules
prevent arrangements that exploit differences in the tax treatment of a financial
instrument or an entity under the tax laws of two or more jurisdictions to generate a tax
advantage; referred to as a mismatch outcome.

Ireland’s transfer pricing rules were comprehensively reformed in Finance Act 2019
to bring them into line with best international practice.

Revisions to Ireland’s capital allowances for intellectual property were introduced
in Budget 2021, with effect from 14 October 2020, to ensure such assets are fully within
balancing charge rules in line with international best practice for such reliefs in other
jurisdictions.

Finance Act 2020 introduced certain legislative defensive measures which will provide
that Ireland’s Controlled Foreign Company rules apply more strictly to companies
with subsidiaries operating in jurisdictions that remain on the EU list of non-
cooperative tax jurisdictions.

Finance Bill 2021 introduces the interest limitation rule which will come into effect
from 1 January 2022.
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22. Finance Bill 2021 introduces the remaining element of the anti-hybrid rules, dealing
with reverse hybrid mismatches which will come into effect from 1 January 2022.

23. Finance Bill 2021 also introduces the Authorised OECD Approach for the attribution
of income to branches of non-resident companies operating in the State which will
come into effect from 1 January 2022.

24.0n 8 October 2021 Ireland was among 136 members of the OECD Inclusive
Framework to join the political agreement on a two-pillar solution to address the
tax challenges arising from digitalisation. Technical work is now ongoing with a
view towards implementing the agreement by the beginning of 2023.
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