Building a Business to Sell – Let’s get it structured right.
Structure A – The way most Businesses are Structured
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Structure A – once in a lifetime offer

Let’s say a once in a lifetime offer of €10,000,000 is achieved for Irish Trading Company A. Paddy the Irish Tax Resident Individual receives €10,000,000 in respect of his shares in Irish Tax Resident Trading Company A. Ignoring any base cost or acquisition costs, (on the assumption that the business was built from scratch by the Promoter), Paddy the Irish Tax Resident Individual is liable to Irish Capital Gains Tax at 25%. 
Structure A - Summary Table

	
	Paddy the Irish Tax Resident Individual
	Irish Tax Resident Holding Company

	Once in a lifetime offer
	€10,000,000
	Holding Company Structure not used

	Capital Gains Tax Rate
	25%
	Holding Company Structure not used

	Capital Gains Tax Payable
	€2,500,000
	Holding Company Structure not used

	After Tax Proceeds
	€7,500,000
	Holding Company Structure not used


Structure B – The way most Businesses should be Structured
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Structure B – Once in a lifetime offer

Again, let’s say a once in a lifetime offer of €10,000,000 is achieved for Irish Trading Company A. Irish Tax Resident Holding Company receives €10,000,000 in respect of the shares it holds in Irish Tax Resident Trading Company A. 
Provided a small number of conditions are met, Irish Tax Resident Holding Company avails of the Participation Exemption available under S626B Taxes Consolidation Act 1997 to exempt the capital gain (from the sale of its shares in Irish Tax Resident Trading Company A) from Irish Capital Gains Tax. 
Structure B - Summary Table

	
	Paddy the Irish Tax Resident Individual
	Irish Tax Resident Holding Company

	Once in a lifetime offer
	Paddy does not sell his shares 
	€10,000,000

	Capital Gains Tax Rate
	Paddy does not sell his shares
	25%

	Capital Gains Tax Payable
	Paddy does not sell his shares
	Nil

	After Tax Proceeds
	Paddy does not sell his shares
	€10,000,000


Comparing Results of Structure A and Structure B

By comparing both tables, we can see that under Structure B, proactive structuring has resulted in a whopping €2,500,000 tax saving. 

What should you be doing?
Almost anything is possible with the correct structure and with the close attention of a committed tax specialist. Given that few general accountancy or legal practices provide specialist and detailed tax expertise, all companies should now be approaching specialist tax consultancy companies for tax structuring advice.
Just like one size does not fit all, neither does one structure fit all. Until shareholders and their advisors face up to moving away from boring and out-dated traditional structures, and move towards adopting more proactive client specific tax structuring, Irish businesses will continue to overpay all taxes, both here and abroad. With such a vast wastage on needless tax payments, companies with less than efficient tax planning will soon find themselves fighting for survival. Make sure your company isn’t one of them.
Niall Doherty is a Chartered Accountant with the Chartered Accountants Ireland and a Registered Tax Consultant with the Irish Taxation Institute. Niall has tutored and lectured in Taxation and in Corporate Finance in Dublin City University, Tallaght Institute of Technology and with the Irish Taxation Institute. Niall is the Managing Director of Niall Doherty Tax Consultants, Letterkenny, Co. Donegal.
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