Maritana Gate Office Development

Waterford

Taxation Summary

Allowances available in respect of the Maritana Gate Office Development under 1999 Urban Renewal Scheme are as set out below:

Qualifying expenditure comprises construction cost. Site cost is excluded. On this basis the allowances available are as follows: 

Owner Operators 

Allowances Available:

· Allowances available in respect of 100% of qualifying expenditure.

· Up to 50% in year one with 4% annual allowance in respect of balance.

· These allowances are not available to owner operators whose trade is carried on wholly or mainly in certain specified sectors (agriculture, coal, fishing, motor, transport, steel, ship building, synthetic fibres or financial services). 

· EU approval is not required in respect of the development on the basis it is not regarded as a ‘large investment project’ under EU state aid rules.

Utilisation of Allowances:

· Allowances available for offset against total income in year of claim.

· Unutilised allowances may be carried forward for offset against future trading income.

Investors / Lessors 

Allowances Available:

· Allowances available in respect of 100% of qualifying expenditure.

· 50% in year one.

· 4% annual allowance for the balance.

Utilisation of Allowances:

· Allowances available for offset against Irish rental income in the year of claim.

· Excess capital allowances arising in any year may be offset against non rental income up to a maximum of €31,750 per annum. In the case of an investor consortium, the offset against total income will not apply if it has in excess of 13 members, subject to Revenue approval. 

· Any unrelieved allowances may be carried forward for offset against Irish rental income in future years.

VAT 


Owner / Operators:
· The VAT chargeable on the acquisition of a unit should be recoverable by owner/operators on the basis that they use the property solely for the purpose of their vatable activities.

· If the unit is acquired and used for a VAT exempt activity e.g. medical consultancy, VAT is not recoverable. However, capital allowances may be claimed in respect of the irrecoverable VAT in this instance.

Investors:

· Investors should be entitled to recover the VAT incurred on acquisition of a unit on the basis that they grant a vatable lease of the property.  If that lease is for 10 years or more VAT will chargeable to the tenant at the 13.5% rate on the capitalised value of the lease. 

· If the vatable lease is for less than 10 years an investor should charge the tenant VAT, currently at the 21% rate, on the lease rentals. 

· Generally, the tenant, assuming he/she is in business, should be entitled to recover the VAT charged. However, in certain circumstances this will not be the case and VAT will be an irrecoverable cost for the tenant. 

· As the rules governing VAT on property are extremely complex, it is recommended that you seek VAT advice.

Holding Period

· Units must be retained for 13 years from date of first use to avoid clawback of allowances.

Interest Relief

· In the case of owner operators, a deduction is available for interest on borrowings against trading income arising in the period. To the extent that interest deduction creates a trading loss, this loss is available for utilisation against other income in the period or for carry forward against future trading income.

· In the case of investor/lessor, interest is deductible against Irish rental income in the period. Any unutilised rental loss is available for carry forward against future Irish rental income. 

Capital Gains Tax 

· Capital gains tax is payable in respect of any gains arising on the disposal of the property. The capital gains tax rate is currently 20%.

· The base cost of the asset for capital gains tax purposes is the total cost and related acquisition expenses. There is no reduction in cost by reference to allowances claimed.

Note: 

The above is a summary of the general tax position and does not constitute advice. Persons considering this investment are advised to seek specific  professional advice from their own accountant and solicitor before proceeding, in particular, with respect to the legal and tax implications and having regard to their own financial circumstances, with respect to the risks involved. 

