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Executive Summary

The private rental accommodation sector has expanded considerably in ngeaist Census data
indicate that over 18% of households are in the private rented sector. As a result of a growth in
the provision of social housing suppovia theprivate rental sector, this figure also includes many

households for whom the State sublises some or all of the rent paid.

The rental and owneoccupied sectors are intrinsically linked and both are characterised by
increasing affordability pressures, particularly amongst moderate to low income households.
Average monthly rents have incisad by 56% nationally since their low poinin 2011 and are

now almost B% above the previous peak registered in 2008. Price inflation in residential rental
markets is outstripping general measures of inflation and wage growth, further contributing to the

deterioration in affordability within the sector.

Supply is not responding to this increased demand for rental accommodation, notwithstanding the
potential for increased returns. Bug-let mortgage lending has collapsed since 2009, reflecting
relatively low levels of investor interest together with maezent policy intervention in the form

of tighter macraeprudential lending rulesOther policy interventions, such as enhanced minimum
accommodation standards, rent certainty measures for tenants and limitations on expense
deductibility, have imposed newbligations on landlords and limited potential returns in the short
term. More recently, incentive measures have been introduced to encourage property owners to

renovate property for rental accommodation, but uptake to date has been slow.

Further dhangesto the taxation of rental income may have the capacitystamulate housing

supply in highdemand urban areasHowever, attracting increased investment whéasuring

cyclical stability wouldequire targeted and ongoing managemehtNB | y R Q &ncdwita & S E LIS N
tax incentives in the housing sector strongly suggests the need for a cautionary stance when

considering intervention.

Landlords in Ireland
Landlords are an essential feature of a fully functioning residential property madkest under

180,000 taxpayers (some 8% of the total) were in receipt of rental income from residential and/or
commercial property in 2014. The sector is dominated by sscale landlords; almost 86%
residentialof landlords have just one or two tenaesic and the sector remains highly indebted,

with mortgage arrears among big-let landlords remaining a problem.



The tax treatment of rental income is arguably more restrictiveome aspectthan the taxation

of activeselfemployment income, but ialsomore favourable, particularly with regard to interest
deductibility, than many other forms of investment income. This treatment is linked to the
OFrGSa2NRal A2y 2F NBydlt AyO02YS | & WlLierdah A @S
property has becomd: Y2 NB Wl O in @eSeft tifeg R Siéwlbg ideMehsed legal and
regulatory requirements on landlord$he data examined in profilintpe rental sector confirms

that, while a small but growing share of large corporate landlords is begjrtaiemerge, the vast
majority of landlords in Ireland are individuaigth low levels of rental incomim addition to other

sources of incomewhich would indicate that propey rental is still largely a patime occupation

Public Consultation
The Working Group conducted a public consultation in order to seek the views of interested parties

and almost 70responses were received from landlords, representative bodies and charitable
organisations. Most submissions requested increased deductibilitynfmme and/or capital
expenditure, but there was a notable lack of consensus in the responses received, particularly with

regard to the detailed consultation questions asked.

It was also notable that manyubmissions tothe consultation requested reliefof capital
refurbishment costs, but uptake of existing incentives available to landpimiduding taxbased
measures such as thHavingCity Initiative and the Home Renovation Incentive and expenditure
based measures such as tRepair and Leastchemeand the Buy and Renew Schemleas been
slowto date. This mayndicatea need for improved information campaigns to inform landlords
of available reliefstogether with research to determine what, if any, barriers may be preventing

greater uptake of thencentives

Addressing the Market Failure
The analysis in this report provides clear evidenaaarket failurein the sugply of property in the

residential rental market, which is resulting in increasing upward pressure on rental prices and

contributingto increased demand for social housing supports funded by the State.

The means by which an increase in supply could be achieved, and the resulting economic impact
that any tax expenditure measures may have both on the recipients of the expenditurédnand t
wider economy, inevitably give rise to broader questions about the nature of the rented resident

property market in Ireland. For example:

Ay



1 Should State supports forrdlords be targeted at landlordsf a particular size or scale?
Small, highhgeared landlords are more exposed tsk from property price and financial
market fluctuations and from rogue tenants. LargeOl £ S WLINRFSaaAizyl fQ f
entered the market in more recent years, but they have to date concentrated on the

premium end & the market and have not increased supply of affordable property.

1 The longterm direction of the model for provision of social housing supports and its
interaction with the private rented accommodation sector must be considered when

evaluaing potentialtax expenditures.

1 Landlords often operate at or below breaken point in the early years of property
ownership, when the capital element of mortgage borrowings is being repaid. This may
contribute to stability in the market if the landlord is planning a longterm gain, but
conversely it could contrilte to instability where landlais sell up to cut expenses or realise
a capital gainWould a focus osteadyrental income returns be moreeneficial to market

stability than a highlyleveraged modefocused on future gaird

/| 2YaAaARSNY A2y 2F (GKSAS ljdzSadAiz2yas gKAfTS 2dziaAaARS
before undertaking significant future policy interventions in thented residential property

market, including the potentiashort-term, mediumterm and longterm options set out below.

Policy Options

With these considerations in minche¢ Working Groupmas developed 10 potential policy options,
split into measures that could potentially be implemented in the short, mediumlang term.
Having regard to the linkages between the rental and owswupier property markets, measures
which have potential tanfluence arincreasen overall supply of residential propertsather than

a diversion of property from owneoccupiers tothe rental market,were considered to be of

particular merit.

Shortterm options are measures which could potentially be implemented within the next 18
months, i.e. within Budget2018 and 2019. Mediusterm options are measures which work with
the curren tax system but might take longer to develop and implement, and as such would require

alonger leadn period. The longerm options look at the potential for more fundamental changes



to the tax system, or changes in the context of an overall revievh@fensions system, and so
would require significantly greater resource commitments to progress.
Shortterm Options TaxCost

landlords of residential property. million in each of
2018 and 2019
2. | IntroducinglLocalProperty Taxdeductibility for landlords OdeHy YAt

3. | Enhancing loss relief for landlords (or a sl of landlords)to allow = Tentative estimate
relief for rental losses against other income souricethe saneyear 2 ¥ Ode n o
annum.
4. | Introducing eductibility for preletting expenditure for previously Potential cost of
vacant properties OdenY LISN
5. | Improvements in the collection and sharing of data on the rel n/a

accommodation sector.

Medium-term Options

6. Allow a deduction against rental income fan element ofthe capital cost of theental
property in the initial years of ownership, with a corresponding reduction in the base
of the propertyfor Capital Gains Tax purposas a future disposal

7.  Capital GainsTaxrelief for properties acquired and retained as rental accommodation

8. | Incentive to attract investment capital into the construction of property, in areas of n

to be let at seial / affordable rents.

Longterm Options

9. | Review of provisions for the holding of rental property via pension vehicles

10. | Consideration of developing a separate method of taxing rental income, for example,
tax or a separate rate of tags a policy lever to support the sector as a whole or spe

sub-sectors (for example, affordable housing/urban housing)



1. Introduction

The residential rental sector is currently experiencing a period of significant, if not unprecedented,
change anathallenge. There are now more people renting their accommodation than at any time
in the last 45 yearg nearly a third of all household$he economic recovery, population growth
and challenges in the home ownership market are all driving demand forddwtasing. However,
more fundamental factors are also at work. The changing nature of work and the economy also
contribute to the growth in demand in the sector. The labour market increasingly requires more
mobile workforces; changing location and employers become a more common feature of
LIS2 L) SQ& OF NESNAE ®

The rental market is not responding sufficiently to this increased demand. In many parts of the
country, particularly urban areas of high population density, demand for rental accommodation is
far outstripping supply. Inthese areas rents have increased considerably. Despite the introduction
of policy measures intended to help contain rental price inflation, such as Rent Pressure Zones,
affordability remains a pressing concern for many ordinarydetwlds. This situation is causing
uncertainty and hardship for many and it is contributing to homelessness and to the high numbers
of people in emergency accommodation. Unchecked, it could threaten our economic rediyver
driving up wage demandand uncermining competitiveness, therebgnaking Ireland a less

attractive investment destination.

A lack of overall housing supmand the failure of the sector to respond to the increased demand

for, and growing dependence on, rental accommodatiprs the urderlying problem. Two
Government policy documentRebuilding Irelandand theStrategy for the Rental Sectplay out

a range of measures to accelerate overall housing supply. These include the use of public land,
changes to the regulatory and planningopesses,and schemes to makesacant properties

available for social tenants.

TheStrategy for the Rental Sectgublished in December 2016, also contairredommitment to

establish a Working Group to examine and report on the tax treatment of landlords (or rental

12016. Department of Housing, Planning, Community and Local GovernRentilding Ireland An
Action Plan for Housing and Homelessnésailable at:
http://rebuildingireland.ie/Rebuilding%20Ireland_Action%20PIlan.pdf

22016. Department aflousing, Planning, Community and Local Governn&nategy for the Rental
Sector Available at:

http://www.housing.gov.ie/sites/@fault/files/publications/files/strategy for the rental sector_final.pdf



http://rebuildingireland.ie/Rebuilding%20Ireland_Action%20Plan.pdf
http://www.housing.gov.ie/sites/default/files/publications/files/strategy_for_the_rental_sector_final.pdf

accommodatiorproviders), and to put forwardwhere appropriatepptionsfor amendments to

such treatment.

The Working Groupvas chaired by the Department of dnce and its membership includes
officials fromthe Department of Housing, Planning and Local GovernifigieL G, the Revenue

Commissionerand the Residential Tenancies Bo@RIB)

One of the aims of the Working Group on fhiax and Fiscal TreatmentRéntal Accommodation
Providerswasto determine if the current taxation system is fit for purpose in the current housing
market and in the longer term. In order itaform its deliberationsthe Groupconducedafocused
public consultationon taxation isees related to the rental accommodation sector. Almost 70
submissions were received to thHfscusedconsultationand theywere reviewed in detdiby the

Working Group.

This report outlineghe current situation in the rental accommodation sector, th®in issues
raisedin the public consultationand outlines a number of options feahange inthis area of
taxation. The optiors fall under three categorieg those that can posbly be introduced in the

short, medium odongterm.

Establishment and terms ofference

The Working Groupn the Tax and Fiscal Treatment of Rental Accommodation Prowidess

establishedbn 19 Januar017 andts termsof reference were:

1 To examine the contribution of rental accommodation providers to the Irish economy and
analyse the tax system as it applies to rental accommodation providers/landlords (both
individual and collective), focussing primarily on the tax treatment of rental income,
including any relevant existing reliefs, incentives, deductions allowed and tax return

requirements.

1 To analyse the likelihood and associated implications of éx& and entryof rental
accommodatiorproviders from/to the rental sector and consider the balance between the
achievement of policy objectives in relation to the availability of rental properties (and rent
levels) and the provision of homes for owner occupiers (and home prices). The gitbup wi

also compare the tax treatment of certain alternative investment choices available to



potential or existing landlords, as compared to investment in residential rental

accommodation.

9 Taking account of the tax expenditure guidelinesassess the potdial for changes in the
tax treatment of rental accommodation providers to influence behaviour. The group will set
out any estimates of resulting costs or savings to the Exchequer and assess the potential

impact on the supply of rental property in the cemt of the overall housing market.

1 To analyse the potential for changes to the tax treatment of rental accommodation
providers to support the supply of rental property, consistent with other housing and rental
policies, while ensuring that any such prejts for change do not conflict with, or act as a
compensation for, other measures introduced by the Government. In addition, the potential
for any such proposals to lead to market distortion, state aid issues and potential

infringements of the EU Treati@gll be considered.

1 Toput forward options for consideration in its report.

Membership of the Working Group

Department of Finance: Revenue Commissioners:
Joe Cullen Lyndsay Smyth
Seamus Milne Sheila Hanley

Deirdre Donaghy

Laura Weymes

Department of Housing, Planning Residential Tenancies Board:
and Local Government: Rosalind Carroll
Earnan O Cléirigh Caren Gallagher

t hdzZf I hQwSAf @&

Eoin Corrigan

Secretariat:
Heather Cuddy, Secretary

Cillian Byrnes, Secretary



2. EconomicConsiderations

Key Points:

1 Residential rental markets form part of a wider housing system and play an impg
economic and social role in the wider economy.

I Changes to taxation policy need to be consistent with objectives across areas of pla
regulation and standards, as well as wider financial and macwdential policies.

I An expanded rental sector could help avoid the risks to overall me@woomic stability
associated witlinancial market volatility andsset price cycle dynamics.

1 Rental pree inflation impacts the macr@conomy through consumption and wag
demand channels and, if left unchecked, has the potential to damage competitivene

I Changes to the taxation of rental income may have the capacistitoulate housing
supply in higdemand urban areasHowever, attracting increased investment wh
ensuring cyclical stability woutdquire targeted and ongoing managemehtNBS f |y
experience with tax incentives in the housing sector strongly suggests the need
cautionary stancevhen considering intervention.

1 Taxation measures alone are likely to have a limited impact on supply. A consi

integrated policy approach is of paramount importance.

The purpose of this short chapter is to provide a brief ovendgésome of the principal economic
considerations relevant to the taxation of the rental sector. These considerations havenad
the deliberations of the Working rGup. Overall, given recent growth in the rental sector, its
careful management is a sifjnant concern from a number of cresstting policy perspectives,

including macroeconomic stability and distributional equity.

Residential rental marketkorm part of awider housing system, composed of owner occupied
housing markets, credit markets, ldmarkes andthe social housing systerand operate in the
context of a range offhstitutional and regulatory environments. The taxation of the rental sector
must therefore be considered as a component of a wider system. Changes to the tax treatment of
the sector can have negative and positive spillover, displacement and other inguattsitically

will interact with wider institutional and regulatory systems.



Residential rental markets play an important economic and social role, providing accommodation
for mobile, transient, and other households which opt, or are not in a finapoisition, to own
property. Residential rental markets have also, increasingly, become a channel for the delivery of

social housing supports.

The taxation of housing as an economic good has welfare implications. From the perspective of
household consumptin, housing accounts for a large proportion of household spending;
therefore housing taxes, depending on their incidence, can impact on the income distribution and
on the efficiency of consumption. Transaction costs, such as legal fees and taxes, cHrelimit
shortrun substitution options open to households in response to changes in prices. Crucially, for
the lowest income households renting in the private market, there afien no market

substitution options available.

Landlords as a distinct cohort aftors are difficult to identify given data limitations; a point which

is discussed furthein Chapter 4. Howevethe Irish experience mirrors that of many other OECD
(Organisation for Economic @peration and Developmeitcountries in that there has lem
extensive growth of nomprofessional, smaicale landlordism since the mi®90s. Many such
landlords tend to perceive returns in terms bbth rental incomes and house price gains.
Therefore houséand wider asset) price dynamics, are likely to shagieaviour. Notwithstanding

the focus on capital appreciation, changes to the regulation of the sector and rent price
developments, including changes in house prices, also affect the behaviour of both landlords and

tenants.

The private rented sector hasganded considerably in recent decades. This expansion has been
anchored in changes to the housing system which weteain prior to the turn of the entury,
such as the removal of grants targeted to support owaecupation i.e. the expansion is not

simply a legacy effect of the 20€#D08 period.

The expansion has had wider implications, such as:
1 The macroeconomic significance of the private rented sector has grown. For instance,
price inflation in residential rental markets has spillover effemtsconsumption
patterns, saving, and standards of living;
1 For labour market flexibility, as an expanded rental sector has implications for labour
Y20AfAGEed |1 26SOSNE GKS aSOiG2NNa SELI yaiazy



can also weigh on labour maet and wider economic considerations, to the extent
that these rises fuel wage demands thereby acting as a drag on national
competitiveness.

1 For pensionsin view of the potential need to support continued rental costs in
retirement, and the provision ofhousing services to retired, ndmomeowner

households.

Renting households are heterogeneous and the profile of tenant households has changed

considerably.

In part,the observed shift in tenurehoice in favour of the private rental sector is a conseaaen

of changes associated with the peXd00 period of strong macroeconomic growth and the
subsequent contraction, and is in line with international dynamics common to other similar
economies, such as in New Zealand, the United Kingdom, and several Eupedries.
However, policy changes originating in the 1980s and 138@% as the ending of owneccupier

grants,have also contributed to the tenure shift.

There is considerable interplay between tenures. The distinction between the private rented
sector and social housing has blurred in many respddie size of the rental and owneccupied
sectors are inversely correlated; the rental sector has increased in relative size reflecting a
contraction inthe owner-occupied sector. The interplay betweehe range of the taxes and
subsidies which apply to housipartly shapes the incentives for housing consumption of renting
and owneroccupier households anchay impact on the distribution of welfare between those

categories of household.

The expansionfahe rental sector raises the question of whether there is an optimal size of the
private rented sector, in terms of the proportion of households renting. This is a question,which
although not possible to answer directly, is worth considering, andliseiméed by the idea of a
sustainable level of ownewccupation® Labour markets have become more flexible and job
certainty has decreased in many occupations. Our recent economic history points to the
importance of ensuring that cyclical vulnerabilitieg awot amplified by policies that promote an

inappropriate level of homeownership in which some households are highly exposed to labour or

3 See Maclennan, D., Meen, G., Gibb, K. and Stephens, M. @i$&Y)CommitmentsUncertain Incomes
Sustainable Owneasccupation and the EconomYork: Joseph Rowntree Foundation.



credit market changes. It is also important to note that future cycles may be different in terms of
timing and amplitale both in aggregate, and crucially, across regions. An expanded rental sector
could helpavoidthe risks to overall macreconomic stability associated withxcessive financial

market volatility and exposure to asset price cycle dynamics.

Tax policy imny given domain is usually assigned certain objectives, including to:
1 Raise revenue;
1 Promoteefficiency(i.e. nonrdistortive, while correcting for externalities);
1 Promoteequity (i.e. the tax system should promote progressivity, broadly defined); and
1

Pronmote simplicity and transparency in the tax system.

A broadening of the tax base has also been an important objective in recent years, including
through the introduction of the Local Property Tax. The recent past and current circumstances
suggest that conideration be given to tweossiblefurther goals of the tax treatment of the rented
sector, alongside the traditional tax objectives:

(i) Helping to generate new supply, in the required locations, of housing; and,

(i) Reducing the scope for the housing systemdoabsource of macroeconomic volatility.

LNBfFYRQ&a LI &0 SELSNASYOS s6A0GK GIE AyOSyiArgSa
a cautionary stance when considering intervention. Taxation is just one channel through which to
boost rental andoverall housing supply. Policy intervention must be carefully weighed against

alternative levers and the prospect of unintended consequences.

In this context it is important to note that taxation is only one of the policy levers available to the
Governmemand that, in line with the Tax Expenditure Guidelines, consideration of whether a tax
measure is the most appropriate policy tool for a given purpeseld be requiredChanges to the
taxation of rental income may have the capacity to help overcome sspirg economic and social
challenge. However, attracting increased investment to the rental sector while ensuring cyclical
stability will require targeted and ongoing management, particularly in the context of an economic
recovery which remains impaired pgrsistent balance sheet challenges for households, the State,

andthe construction and development industry.

Any tax systemwill have some distortive impact on prices, impacting on production, consumption

and the distribution of income and welfare. Adtugh not themost significantactor driving tenure



preferencegmore significant factors in these decisions are likely to be affordability and desire for
security or flexibility of housing)a non-neutral tax treatment of housinglue to, for example,
lenient taxation of ownetoccupier capital gains, low property tax rates and/or the {taxation

of imputed rentfor owner-occupiers will tend to have some influence omvestment in and
consumption of owneccupation housing over rental housinin additon, subsidies geared at
one form of housing consumption will affect the allocation of risks in society; homeowners face
considerable price riskgked to movements in property pricefor example, and many younger
households are attracted to a position bighly gearechomeownership possibly in partdue to
existing tax advantages. Households with minimal equity are particularly susceptible to price
changes! A less distortive tax system could dpem such distortions. It shoulse noted that the
existenceof macraeprudential rules offes a degree of protection on this fronHowever it must

also be acknowledged that reducing the concentration of risk in the oxwneupier market would

inevitably increase the exposure of households to rental price changes.

{20A8Ge8Qa SELISOGIGAZYya O2yOSNYyAYy3I daNbly NByYyGl f
changes to the tax system to alter affordabilitged to be contextualisedibsent appropriate

policy intervention a pattern of spatially concentrated economic growth, low urban housing

supply elasticityhigh incomeelasticityand priceinelastic demandor urban housing couldesult

in a persisting affordability challengPut another way, housing and land valuesymiae faster

than overall growth and incomes.

Whilst the tax systemmay potentially havea role to play in encouraging appropriate levels of
housing supplyany proposedcchanges must be considered in the contextwader policy levers
already laid outn the 2016Strategyfor the Rental Sectoprincluding the areas of planning,
regulation and standards. It is also important to ensure overall consistency with policy measures
taken elsewhere, including in the financial and magrodential space. In this gard a consistent,

integrated policy approach to solving these issues is of paramount importance.

4See Englund, P. (200Baxing Residential Housing Capitdiban Studies, 40:6, pages 9352, for a fuller
discussion of aspects of the optimal taxation of housing.



3. Recent Trends iihe Rental Property Market

Key Points:

1 The rental and owneoccupied sectors are intrinsically linked and are characterisec
increasig affordability pressures, particularly amongst moderate to low income househ

1 Average monthly rents have increased nationally by 56% since their low point, and acc
to Daft.ie data, are now 12.6% above the previous peak registered in 200RTB\&enta
Index indicates that, as of Q1 2017, rent prices were up almost 7.4% in annual terms.

i Trends at national level however hide considerable variation at regional level. Outsi
Dublin, RTB data indicates that rents remain 8% off their previdug0Q7 peak.

i There is some suggestion that property price increases are promptinglevelaging in
rented property holdings.

9 Across all tenure types, the proportion of total expenditure spent on housing has g
considerably, and now amounts to c. 30%.

9 Price inflation in residential rental markets is outstrippgeneral measures of inflatiomd
wage growthfurther contributing to the deterioration in affordability within the sector.

1 House price fiordability considerations are likely to driveontinued rental tenure choice

decisions for many households.

Landlords are an essential feature of a fully functioning residential property market. The current
shortage of supply of residential rental properties is driving upwaesgsure on rental prices and

making it difficult for prospective tenants to find affordable homes.

At the same time, increases in house priaesfacilitatingthe exit from the market oindividuals

who did not wish to become landlords, but found thenhges in the position of needing to rent

out a property they own while living elsewhere, for a variety of reasons. Property price increases
may also be mmpting some multproperty landlords to reduce their property holdindgs
minimisedebt levels and/othe administrative burden of property management. This may be

further constricting the supply of residential rental property.

The rental housing market is also intrinsically linked with the ovaoeupier housing market. In

the short term, increases supply to the rental market may be achieved at the cost of a reduction



in supply to the ownepccupier market, and vice vefs&Policy actions targeted at the rental
market must therefore take cognisance of the potential consequential impacts in othes afea
0KS K2dzaAy3 YINJSGEZ Ay FTRRAGAZ2Y (2 GKS D2@SNYyYS

overall housing supply and new residential construction activity.

Both the private rental sector, and the owner occupied sector are characterisadctsasing
affordability pressures, particularly among households on moderate to low incomes. The pace of

price inflation in residential rental markets has undergormaaked change in recenears.

The most recenRTB Rent Index repérfor Q1 2017 indicatesthat private sector rents continue

to trendupwards.Nationally, rents grew at 7.4 per cent annually, at a broadly similar pace to what

was observed in the previous quarté&rK S a G+ yYRIF NRA&ASR | gSNIF IS yllAz2y
Quarter onquarter growth was relatively flat for Q1 2017, inaseng by less than 0.1 per cent,

down from 2.8 per cent the previous quarter. Rents in Dublin and surrounding commuter counties

were amongst the highest relative to the national average, with parts of &ud Galway cities

also above average.

With regard to the sukset of property advertised ondit.ie, the most recent Daft Rental Report

WeKS 51 FOGPAS wSyidlf t NAOS wSLRNILY !y | yadf eara 2
published inAugust2017, statesthat the average rent natinally waa 1,459 Nationwide, the

average rent has risen by6% since bottoming out in late 2011 and is n@®.6% above the

previous high, having exceeded its 2008 peak in 20h6.Daft.iereport indicates hat in Dublin

rental asking priceare now an average df8.1% above their previous peawhile in Cork and

Galway cities, priceme 11.26 and21.4% above levels recorded nine years ago. Outside the cities,

the averageasking priceaent is5.8% above itprevious peak.

The difference between the average rental prices stated in the Daft.ie Report and the RTB Report

is due to thedifferent methodologies used. h€ RTB figures are based on actual registered rents

5 However increased supply in the owngecupier market may also lead to reduced demian the rental
market as individuals move between tenures.

6 The Residentialéhancies Board (RTB) Rent Indekased on private rental property registered with the
RTB and produced in conjunction with the Economic and Social Research Institute ([ESRIgsed on
actual rents for new tenancies in a particular quarter. In the latest Rent 11@i&x2017, there were 23,866
new tenancies registered.Available at: http://www.rtb.ie/docs/default-source/defaultdocument
library/rtb-rent-index2017qg1-(3).pdf?sfvrsn=2

7 August 2017. Daft.ieRental Price Report: An analysis of recent trends in the Irish rental market for 2017
Q2. Available & https://www.daft.ie/report/2017-Q2-rentalpricedaft-report.pdf



http://www.rtb.ie/docs/default-source/default-document-library/rtb-rent-index-2017-q1-(3).pdf?sfvrsn=2
http://www.rtb.ie/docs/default-source/default-document-library/rtb-rent-index-2017-q1-(3).pdf?sfvrsn=2
https://www.daft.ie/report/2017-Q2-rentalprice-daft-report.pdf

for new tenancies in a particular quarter wigas the Daft reporuses a weighted average rent
based on advertisedsking pricerents. More information aboutthe RTBand Daft ent index

methodologesis provided n Appendixl.

Recent Trends in Rental Market Dynamics

Availability

Figurel highlights he national shortage of rental stocds measured by Daft.feThe stock of

propertieslisted on Daft.ie asvailable for rent (supply) has folled a consistent downward
trajectory since the middle of 201@h Dublin, there were just ovet,121properties available to

rent as ofl August2017,more than 20% fewer than on the same date in 2016.

It is likely that the Daft.ie measure of rentaVailability underestimates the true new stock
available given not all registered properties are advertised on Daft. However, given lags in
registration reporting (both in terms of inflow and outflows), RTB data on the net flow of new
registrations by quderly intervals shown inFigure2, is currently not sufficiently robust to enable

direct comparisons.

Figurel: Stock of Properties to Refiaft.ie)

Stock Inflow O Outflow

SourceDaft.ieRental Price Report: An analysis of recent trends in the Irish rental market for 20I7eQ2.
index is based on asking rents for properties advertised to let on Daft.ie. Available at:
https://www.daft.ie/report/2017-Q2-rentalpricedaft-report.pdf

8 Note thatthe Daft customer base does not include the entire market for a range of factors; not all landlords
advertise through Daft or competitor platforms. Tenancies may also be renewed with tenants in situ or
properties may be réet on the basis of waiting listsa letting agents.


https://www.daft.ie/report/2017-Q2-rentalprice-daft-report.pdf

Figure2: Stock of registered tenancies (RTB database)
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Source:Residential Tenancies Boaf@TB) Data underpinnindR TBquarterly rental index. Data on new
registrations each quarter is not shownths laggednature ofde-registration of propertiesneans thanew
registrations plus implied outflows do not equatettiial registrations in a given quarter.

Affordability

Both the private rental sector, and the owner occupied sector are characterised by increasing
affordability pressuresparticularly among households on moderate to low inconfése paceof

price infldion in residential rental markets saindergone a marked change in recent years.aOn
national basis, as of Q1 2Q1rénts have risen by almost 30% since thei-point in Q1 2012.
Nationally residential rent price inflation has grown considerably durthg last 4 yearsas

measured by a range of indices

Figure3 presents several national indices measuring the change in rents over Remgs were

7.37% higher on an annual basis it 2017, acording to the RTB Rental Index. Other measures

also confim a high degree of price inflatiofn. KS / { hQ& / t L t NA7@%infhe wSy
12 months taJuly2017. According to the Dafie Rental Price Reporemts increased 1.8%o0n an

annual basis in Q2 2017 marking the fifth consecutive quarter wheneth in rents exceeded 10

percent leaving rent levels 13% above their 2008 peak.

Ay



Figure3: National Rent Indices

National Yearly Rent Indices
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DataSources: CSO, Daft, RTB

Trends at national level however hide consideraldeation at regional level. In terms of regional
disparity in rent developments, indices by location collated byRA&Figured) indicate that:
- The annualearon-yearrate of growth in rents outside of Dublin (9.8%) has begun to
exceed the pace of growth in Dublin%799);
- Rents in Dublin wer8% higher than theiQ4 2007peak and,
- Outside of Dubliprents remain8% off their previou®4 2007peak.

Figure4: RegionaRent Indices
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Affordability considerationdinked to house price purchase alikely to drive continued rental

tenure choice decisions for many households.

Figuresindicates that average house prices wég7 times average disposkhincome per capita
in QL 2017. Based on théatest EBSDKM housing affordability inde@uly2017)°, mortgage debt
servicing absorb212% of net incomenationally, with the corresponding figure rising to almost

37.%4% in Dublin.

Figureb House PriceDisposable Income per capita

Annual Ratio of House Price:Disposable Income per capita

House Prices/Disposable Income per Capita eesese Long term Average Ratio

14
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Ratio of House Price to Disposable Income

0
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Source CSO, ESRI/PTSB
Notes:House price series is based on CSO average house price in Q&€ & then indexed to the CSO
House Price Index and tiReIT'SEESRI index. Long term average is for the period 198@ Q017 Q1.

Often used as a measure of housing market (dis)dmyjiuitin, the ratio of house prices to rents rose
from 2013 as illustrated irfrigure6 and then plateaued for much of 2015 and 2016, which is
indicative of the rising pressure experienced in the rental sector relative to developments in the

owner occupancy sector.

® Which measures debt servicing costs for first time buyers based on average earnings, working couple,
84% LTVAvailable athttp://dkm.ie/uploads/downloads/EBS_Mortgage Affordability Report_2017
V4_Web.pdf



Figure6: House PriceRent Ratio

House Price:Rent Ratio

House Price / Rent Ratio eseeee Long Run Average

Ratio of House Price to Annual Rent Cost

2010 2011 2012 2013 2014 2015 2016 2017

Source:CSO, RB.
Note: Long term average is for period 20Q4-2017 Q1.

A further metric used to gauge trends in affordability within the rental sector is thetoent
disposable income ratio. In terms of the proportion of income devoted to rental outlays, &s of Q
2017 rents accounted for som&l. 2o of median disposable incorper householdwith the rent

to income ratio now standing above its loteym average for the past2 consecutive quarters.
This can be seen in

Figure7.

Figure7: Average National RenDisposable Income per Household

Annual Average National Rent:Disposable Income per
Household

Rent/Disposable Income per Household eeesee Long term Average
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SourceCSO, RTB.
Note: Long term average is for period 20Q4-2017 Q1.
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For lower income households, especially those living in urban areas, the misptisable income
ratio seems likely tde consideably higher than the national average, placing additional strain on

such households.

Price inflation in residential rentaharkets is outstripping general measures of inflatjeoonomy
wide price growth)and wage growth as illustratedin Table 1, further contributing to the

deterioration in affordability within the sector.

Tablel: Changes in Consumer Price Index and Average Weekly Wage
CPI Average WeeklyEarnings

Annual % Change € Annual % Change
2014 0.2 ETNODPN 1.3
2015 -0.6 €712.02 1.1
2016 0.1 €716.07 0.5
2017 0.3

Notes:Consumer Price Index Annual % Change, as measured in January of the ReleVant Year
Average Weekly Earnings, as measured in Q4 of the Releva#t Year

Beyond these more recent indicators, thésea long standing trendf accommodation outlays
rising as a proportion of overall expenditure, with the share risiogt significanthamongst
those in the private rental sectoFigure8 on the next pageshows thatthe sharehas risen
steadily from 12.5% in 1987 to reacB.8% in 2062

10 Central Statistics @fe. 2017 Consumer Price Index Annual % Change.
HCentral Statistics Offic@017. Earnings Hours and Employment Costs Survey Quarterly.
2Household Budget Survey (HBS), Central Statistics Office, various years.



Figure8: Weekly rent or mortgage expenditure as a % of total household expenditure (by household
tenure)

Weekly rent or mortgage expenditure as a % of total
household expenditure (by household tenure)
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Data SourcesFahey & Duffy, 2007 'The Housing Boom' in Fahey, T., Russell, H. & Whelan, C. T. (Eds.), Best
of Times? The Social Impact of the Celtic Tiger, Dublin: Institute of Public Affairs; CSO, Household Budget
Survey: 2007, 2012, 2017, Dublin: Central Stati€itise.
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4. Profile ofthe Rental Sector

Key Points:

I The private rented sector has grown considerably and is different from other tenure t
in terms of unit characteristics such as agge, and urban concentration.

1 Census data indicates that c.280 of households are in the private rented sector, and t
the characteristics of the rental stock differ from owrmscupied property.

9 Just under 180,000 tax units (c.8% of the total) were in receipt of rental income in 20

1 The sector is dominated l§mallscale landlordg almost 86% of landlords have just one
two tenancies. The 20 largest landlords account for just under 3% of all registered teng

 Tax cases with rental income tend to be older than the general population, itk
ownership d rental property occurring in landlords between 40 and 50 years of age

1 Landlords are spread throughout the overall income distribution for all taxpayers, ter
have sources of income independent of their rental income, antitto have highe
incomes han other income tapayers.

1 The sector remains highly indebted. Given data limitations the exact extent is diffic
estimate, however mortgage arrears among Haylet landlords remains a problem.

1 Buyto-let mortgage lending has collapsed since 20@9lecting relatively low levels o
investor interest, together with more recent policy intervention in the form of tigh

macro-prudential lending rules.

Having briefly outlined recent trends in rental market dynamics together witii-level driving
factors in the preceding chapter, this chapter uses official data sources to describe the private
rental sector in further detail, profiling both the composition of the rental sta#icertain aspects

2F f I yRft 2NRAaQ & ahypteyfarhsesn varidtistHaractefisyic® of th& stockhe

credit conditions facing the sector, and profiles landlord income using available information.

Although significant progress has been made in developing the empirical data available on the
rSYydrt YIFEN]SGEZ &adzOK a GKS ljdzZt NISNXI & NBfSIas
limitations remain. Qualitative information regarding the current attitudes and motivations of
landlords, together with potential investors into the sectos $omewlat outdated or is
unavailable. For this reason the Working Group undertook a public consultation as part of this

review process, and the regpses received are summariskader in this report.
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Data sources used for the purposes of this repoctude:
1 Residential Tenancies Board data on registered tenancies.
1 Revenue Commissioners data from tax returns submitted by landlords.

9 Census data on households in the State.

When considering the taxation of the rental sector, including the taxatioreofat transactions
made between tenants and landlords, the landlord is the tax unit of relevak€esuch, the tax
treatment of tenants is not directly addressed in this chaptbe $trategy for the Rental Sector

published in December 206 has a greatefocus on tenants

The Rental Stock

Comprehensive data on the existing rental stock is difficult to ascer@amnsus 2016 collected
data concerning the private rental sectobut is subject to some caveats. Firstly, census
information is restricted tainits occyied on the night of the censuand therefore temporarily
vacant unitssuch as those between tenanciesvarcantdue to other factors such as commuting
workers, hospitalisation, owhose owners arén residential elder careare not captured. Ao,
Census data is sekported and therefore may not accurately reflect the composition of the
sector!* Lastly, the composition ahe rental sector is not statias for instance residential units
shift from tenure type to tenure type However, notwithstanding these limitationghe Census

data provide a valuable snapshaftinformation on the stock of residential rental accommodation

According to Census 2016 the private rented sector amounts to approximately 310,000 units, or

18.2% of all hoseholdgTable2: Size of the Rental Sector, 2Q16his compares to some 3300

RTRregistered tenancieat around the same date¢ KS &4 SO0 2 NDa& udséhbldshas2 F 2 @S|
grown considerably in recent decades. This tenure shift reflects changes in the structural demand

for housing (driven by changing demographics, together with migration, headship and household
formation pattems), as well as policinduced spibver effects. For example, the recent macro

prudential rules, whilst promoting overall financial sustainability, may have contributed to further

pent-up demand amongst prospective home buyers. Suchqpprdemand has also been fuelled

by an overall detedration in housing affordability of late, driven by house pricereass

outpacing trends in income per capita.

13 Published by the Department of Housifjanning, Community and Local Government.
1 Due, for instance, to potential tenant uncertainty concerning whether their landlord is a local authority,
an approved housing body, or a private landlord.



Table2: Size of the Rental Sector, 2016

Number Percentage

All Households 1,697,665 100%
Households renting from &rivate 309,728 18.2%
Landlord

Source:Central Statistics Office, Census 2016, Statbank Table E1006

The experience in Ireland of a growing private rental sector is not unusual; a similar tenure shift
has also occurred in several other developed countries in redeeddes, includingustralia, New

Zealand and the United Kingdom

In Census survey resp@ss fouseholds provided information concerning the year in which the
units they reside in were bui{seeTable3). A far greater proportion of households renting et
private sector appear to reside in newer stock; 35.6% of such households live in units built from
2001 onwards, as compared to 27.4% of all households. Compared to the overall household
population a greater proportion of households renting in the privaector did not state the year

in which the unit they live in was builivhich can be plausibly attributed to a greater degree of

uncertainty on that point among such households.

Table3: All Private Households in Permanent Hogsinits by Period Built, 2016
Households Renting from a

Year Built All Households % Private Landlord %
Before 1919 8.3 7.4
1919 to 1945 6.5 4.2
1946 to 1960 7.4 4.1
1961 to 1970 6.8 3.8
1971 to 1980 12.6 5.8
1981 to 1990 10.1 7.1
1991 to 2000 14.2 15.1
2001 to 2010 25.4 34.6
2011 or later 2.0 2.0

Not stated 6.7 15.8

Total 100 100

Source:Central Statistics Office, Census 2016, Statbank Table EY040

As shown in



Figure9, in terms of unit type, the majority of rental stock is composed of detached,-detached
or terraced houses. In excess of a third is composed of apartments or flats, compared to a share

of roughly 10% amongst own@iccupiers.

Figure9: Rental Stock Type of Accommodation

1% Households Renting from a Private Landlord: Type of
1% Accommodation
= Detached house

= Semi- detached house
= Terraced house

Flat / apartment in a purpose-
built block

= Flat / apartment in a converted
house or building
Bed-sit

30%

Not stated

Source:Central Statistics Office, Census 2016, Statbank Table E1006

The type of accommodation leased by private landlords and occupipdvate householdsiffers

considerablyfrom private aggregate housing stock, @able4 illustrates.

Table4: Type of AccommodatiorHouselvldsRenting from a Private Landlord, 2016
HouseholdsRenting from a

All Private Households

Type of Accommodation Private Landlord
[\[o} % No. %
Detached house 715,133 42.1 57,159 18.5
Semt detached house 471,948 27.8 84,543 27.3
Terraced house 284,569 16.8 50,142 16.2
Flat or apartment in a 172,096 10.1 92,356 29.8

purposebuilt block
Flat or apartment in a

converted house or 28,783 1.7 19,493 6.3
commercial building

Bedsit 3,266 0.2 2,236 0.7
Not gated 21,870 1.3 3,799 1.2
Total 1,697,665 100 309,728 100

Source:Central Statistics Office, Census 2016, Statbank Table E1006
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In terms of location, the stock of housing in the private rented sastorore concentratedh urban

areas, relativeto the owner occupation tenure. 63.7% of all households are located in the
aggregate town area, while 83.3% of households renting from a private landlord are located in the
aggregate town are&. Therefore less than 17% of households renting live in rural areas, as

opposed to approximately 36% of all households.

The median tenure share of the private rental sector across all local authorities is 15.2%.
Households renting from a private landloreve a particularly strong tenure share in Galway City,

at 35.5%, Dublin City, at 29.7%, and Cork City, at 26.3%. The share of the private rental tenure in
the other Dublin local authorities varies somewhat; in Fingal it is 21.3%, in Dun Laeghaire
Rathdownit is 20.2% and in South Dublin it is 16.4%e tendency to urban concentratias not
universal however and certain predominantly rural local authorities, such as Westmeath, have

higher private rental sector shares than urban local authorities suchrasitk or Waterfords

Profile ofLandlords

In considering the taxation of the rental sector it is important tmqgtify the number of owners of

rental units in receipt of residential rental income, and to understand the scale of rental income
received. Establishing a clear picture is not straightforward. Landlords are not as readily
identifiable as tenants or owner occupiers in some official data sources, such as Census data. The
information collected by organisations such as the Residential Tenancerd Borespect of
registered tenancies is primarily focussed on tenancies and specific residential units, as opposed
to ownership of those unitsLandlords are identifiable via tax returns, baturns for the years

prior to 2016 did not require the sepation of information on residential rental units from
information on commercial rental units when declaring rental income and expenses for tax
purposes. However, using data received from the RTB, Revenue were able to igmidtether
analyses for the grposes of this report a subet of taxpayers with rental income who also have
registered tenancies with the RTB. While it is likely that some of these landlords may have some
element of rental income from commercial property, this dataset was the cl@ggstoximation

of residential landlords available for analysis at this time.

15 Source: CSO Statbank Table E1006.
16 Source: CS6tatankTable E1015.
17Westmeath 18.7%; Limerick 18.0%; Waterford 15.2%.



In spite of these difficulties, it is possible to provide a partial description of an industry which
notwithstanding the emergence of a tier of corporate landlords of séaldyerse and somewhat

fragmented andemains dominated by smadicale landlordism.

In 2014, the most recent year for which comprehensive data was available at the commencement
of the analysis for this report, 178,467 tax units, out of a total of 2.224omilvere in receipt of
Irish rental incomei.e. just over 8% of tax units subject to income tax were in receipt of rental

income in 2014

The majority of landlords in Ireland are individuals, owning one or two rental properties. Data from
the RTB set ou in Table5 below, show that almost 70% of landlords have a single tenancy, and
over 91% of landlords have three or fewer tenancies. As of May 2017, tHZ0tamdbrdsc large
professional landlords including corporate vehicles, Real Estate Investment Trusts (REITS),

investment funds and individuaésaccounted for just 2.83% of residential tenancies.

Table5: Number of Tenancies per Landlor
No of Tenancies Individuals Companies Total Landlords % of Landlords

1 120,485 3,375 123,860 69.71%
2 27,677 898 28,575 16.08%
3 9,975 416 10,391 5.85%
4 4,597 257 4,854 2.73%
5 2,491 188 2,679 1.51%
6 1,563 163 1,726 0.97%
7 1,022 116 1,138 0.64%
8 677 82 759 0.43%
9 521 70 591 0.33%
10-20 1,792 385 2,177 1.23%
20+ 541 386 927 0.52%
Total: 171,341 6,336 177,677 100.00%
Data SourceRTB

A standard measure of the concentration of an industry is th€Qdcentration Ratio, measure
basedon the sales of the largest four firms in a given indu&ttysing residential units as a proxy
for sales, the C4 Ratio for the national residential rental sector is less theaaltB#ugh this varies

by area depending on the degree of corporate land lngjd Compared to many other industries,

18 Martin, S. (1994)ndustrial Economics Economic Analysis and Public Policy, Second Editem York:
Macmillan Publishing, page 113.



that is very low. The C4 Ratio is lower in some rental markets in specific geographic areas, due to

the absence of larger firms, and higher in other markets, for instance parts of South Dublin, due to

the presenceof corporate landlords owning considerable volumes of units.

Large Landlords arntle Corporate Sector
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number of tenancies, each have in excess of 150 teiean with the top 5 each having 400 or

more. Within the top 20, 6 of the landlords are classed as individuals, the remaining 14 are

corporate entities including REITs and investment funds.

In recent years a small number of relatively large commercial entities have begun operations either

specialising wholly in residential rental or combining residential rental with commercial rental

operations. Several of these companies are also currentaged in development activities,

particularly in Dublin locations. A number are REITSs, established following the introduction of the

REIT framework in 201@&hile others are Irish arms eftablishednternationalproperty firms.

Figurel0: Share oNonHousehold Residential Dwelling Buyers as a Proportion of All Buyers

Buyers as a Proportion of All Buyers
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Figure 10 illustrates the growing market share of ndwousehold purchsers of residential
dwellings that is purchasers which are not househotéi$t is worth noting however that this
classification of buyer, as well as private companies (RE nvestment funds), also includes
transactions by State/Serdtate bodies, and charitable/religious organisations including
purchases § Approved Housing Bodidl$ is hoped that the CSO will publish a breakdown of non

household buyers into the abovetegories from Q4 20donwards.

Notwithstanding that the total number of rental units operated by large commercial entities is
relatively small, these companies have a strong presence in certain geographic markets, and often
cater for a specific higheand market segment. The presence of this sector has been growing in

recent years and seems likely to grow further, especially in certain urban rental markets.

Age Profile

The records held by the Revenue Commissiooarnsidividuals in receipt of taxable rehincome
providesome information concerning the ages of landlords and permits a comparison with other
taxpayersFigurellillustrates that tax cases with a reniatome from residential or commercial
property tend to be considerably older than the population of all tax cases. 29.2% of all tax cases

record an age of 51 or more, as compared to 58.5% of cases with a rental income.

It should be noted however that thespercentagesand Figurell, are based on tax cases which
declared their age. 11.4% of all tax cases and 30.7% of tax cases with a rental income did not
declare anage. Individuals aged ov6b are more likely to declare their age to the Revenue
Commissioners in order to claim the additional Age Tax Credit, so it is likely that a significant

majority of the tax cases not declaring an age are aged under 65.

VeKEFEG Aax y2i 26y SN 220006 SIRE @ N) K&O#K SK2 (RRWY K2t Ra
properties Note: The data show the nhumber of filings, i.e. the stamp duty event reported.



Figurell: Age Profile of All Tax Cases and Tax Cases with a Rental Income?in 2014

Age Profile of All Tax Cases and Tax Cases with a Rental

Income in 2014
35%

m All Cases m Cases with a Rental Income

30% -

25% -

Percentage

<30 31-40 41-50 51-60 61-70 71-80 >80
Age

DataSource:Revenue Income Tax IDS

Notwithstanding these limitations, the available data indicate a concentration of landlords in the
age rangeof 30 to 70 years of agavith peak ownership of rental property occurring in landlords

between 40 and 50 years of age.

Rental Income and Tax

Records held by the Revenue Commissioners provide information concerning the incomes,
including rental incomesf landlordsandaggregate data on this cohort of taxpayers was analysed
by the Working Group. Tax recordisr the tax year 2014, the most recent year for which

comprehensive data were available, were used for the purposes of this exercise.

20 Figures are based on returns to Revenue in respect of .2R&#tal Income includéacome returned in
respect of bothresidential and commercial propertiek the case ofojint assessment, the age of the 'self’

on the return is usedFurthermore, thepercentages are based on tax cases which declared their age; note
that 11.4% of all tax cas and 30.7% of tax cases with a rental income did not declare an age.
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Based on thes tax returns2,224,048ase$! are recorded in the 2014 Revenue Income Tax data

with a total gross inconfé2 ¥ ey n ®moy @ h Fjusti KessSdeclared grassirentalz 2 NJ
incomeli 2 G £ £ Ay 3 2 dziThis 88acasE&sNdparted gdss indohetytaking n dof 6 Y

% KA QBbn wasnetrental income6 Ay (KAa O2yGSEGET WINR&AAQ AyO2Y
after deduction of allowable letting expensedjote however, that rental income in this instance
encompassesncome returned in respect of bothesidential and commercial propertié$Due to

the structure of tax return formgor tax years prior to 20#8 it is not possible to distinguish

between commercial and residential rental income. Whilst these sttasi provide a reference

point they are not especially useful in the absence of a clearer distinction between the commercial

and rental sectors in terms of relative size and ownership patterns.

To help overcome this difficulty, the Working Group requddteat the Revenue Commissioners
conduct a matching exercise reconciling records held by the Residential Tenancies Board with the
2014 Income Taxdata. Doing so excludesamy, although not all tax units in receipt ofental

income from commercial premise¥ RTB systems are designed to register tenancies whereas
Revenue systems record information from tax units, including joasbsessed couples, therefore

the two datasets do not lend themselves direct comparisonThe matched dataset includein
exces®f 92,000 tax units, althoughhas not been possible to fully match all files. Therefore, the

following information should be regarded as partial and indicatigther than comprehensive

Comparisons of the 2014 income tax data and the matched dataipan examination of the

decile shares, that is the share of total income going to those in the bottom 10%, the next 10%

etc. of tax units. Deciles are shownTiable6, for all cases and for matched landlorti®te that

gross income is income before taand that it includes net rental income after deduction of

allowable letting expenseb 2 0S | f a2 GKFG GKS WwWal 6OKSR [} yRf2N

2IA case is a tax unit; married persons or civil partners who have elected or who have been deemed to have
elected for joint assessment are counted as one tax unit. As such, casegepnasent two taxpayers and
several incomes, but count as one tax unit.

22 Gross income is income before adjustments are made in respect of capital allowances, interest paid,
losses, allowable expenses or retirement annuities but after deduction of supeasion contributions by
employees. Gross income includes certain income belonging to individuals whose total income is below the
exemption limits. It does not include any income which is not income for tax purposes or which is exempt
from tax.Note that goss income includes net rental incorafter deduction of allowable letting expenses

23 Note that this data relates specifically to rental income received by individuals and does not include, for
example, rents received by companies.

24The Revenue Commisaiers have since introduced form fields to disaggregate residential and commercial
rental income.

25 Presumably some landlords have mixed property portfolios including residential and commercial rental
assets.
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are quite similar throughout each distribution; the bottom deciles had shares of 0.5% and 0.7%

while the top decileshad shares of 34.9% and 37.7% respectivelgwever, whilst the decile

AKFNBa YAIKEG 6S aAYAfFINE GKS NYy3aSa gAGKAY SI O
considerably higher income within each decile; the midpoint within each decile is at least twice

GKF G T2dzyR | Yatdrdthetilay, andldrds deSdtchdve higher incomes than-on

landlords, however it is not the case that all landlords have high incomes.

Table6: Decile Comparison of Gross Income for All Cases and Matched Landlords, 2014

All Cases Matched Landlords
Decile Gross Income | Income Share,  Gross Income  Income Share,

wlky3ass % wky3ss %

Bottom 0-4.6 0.5 0¢13.3 0.7
2 4.6¢10.8 2.1 13.3¢29.1 24

3 10.8¢ 16.5 3.6 29.1¢ 410 3.9

4 16.5¢ 21.7 5.0 41.0¢52.4 51

5 21.7¢ 274 6.5 52.4¢64.2 6.4

6 27.4¢ 33.8 8.1 64.2¢77.5 7.7

7 33.8¢42.0 10.0 77.5¢94.2 9.4

8 42.0¢53.9 12.6 94.2¢ 1184 11.5

9 53.9¢75.8 16.8 118.4¢171.3 154

Top Over 75.8 34.9 Over 171.3 37.7

DataSource:Revenue Income Tax IDS

The followingboxplots graphically depict the income distributions of 2014 tax c¥déste that
ddzS G2 GKS LI AOFGA2y 2F GKS wS@SydzS /2YYAaa
distributional graphics are based on aggregated data and therefore the distribuitstvould be

regarded as stylised and approximate.

26 Each box represents the interquartile rangiee twhite line within the box represents the median. 50% of

the observations of any given year lie within this box. The whiskers, which are the horizontal lines extending
either side of the boxes end with lines known as fences; the upper fences is theshajimervation less

than or equal to the third quartile plus 1.5 times the interquartile range. The lower fence is similarly
calculated by reference to the first quartile. Outliers have been omit@uitliers, for the purposes of the
boxplots presented ithis Chapter, are defined as observations lying outside of the interquartile range and
which are less than or equal to the first quartile minus 1.5 times the interquartile range, or greater than or
equal to the third quartile plus 1.5 times the interqudgtrange



Figurel2 depicts the gross income distribution of all tax cases in 2014. Median income is below
ceonInnn &WNNGUKISA RN SEGSYRa (2 0St26 ecdbnznnnod

Figurel2: Income Distribution of Gross Income 2014 for All Cases

Source: Revenue Income Tax IDS
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Gross Income All Tax Cases 2014

Mote: Stylised Distribution - Statistical Disclosure Controls. Outliers omitted.

Data SourceRevenue Income Tax IDS

As illustrated inTable6 the gross incomes of matched landlords tend to be considerably higher
than those found among all tax cases in 20E#furel3 depicts net rental income received by the
matched 92,000 landlords in 2014. Net Rental Income is rental income after expenses (used) but
before tax and before capital allowances and losses brought forward. Feioéasmparison, the

axes ofFigurel2 andFigurel3are scaled identically.

Figurel3indicates that the higer incomes among matched landlords are not primarily a result of
income arising from residential rentptoperty; net rental income received by matched landlords

in 2014 is a small proportion of the gross income received by matched landlords. Put another way,
residential landlords tend to have higher incomes than other income tax payers independent of

their rental income received.

Figurel3: Income Distribution of Net Rental Income 2014 for All Matched Landlords



Source: Revenue Income Tax IDS
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Mote: Stylised Distribution - Statistical Disclosure Controls. Cutliers omitted.
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Analysis of the tax returns of the cohort of matched landlords also provides $arther insight

into the rental income and other income earned by residential landlords.

T

When split into deciles by net rental income, the first decile (i.e. the lowest 10%) has

F SN 3AS ySi NBydGrtf AyO02YS 2F ¢ dgnnetranifiNJ &8 S+ NE
AyO2YS 2F eyoInpn LISNI &SI N

Thedistribution oflandlords byaveragegross incomégwhich includes net rental income

I FGSNJ RSRdzOlG A2y 2F +ttz26l06tS fSilidAy3a SELISyas
RSOAES (2 |y | dtewhtEdecile With an@veradgrass ipcormegross

Fff RSOAf Sa(seeFgurgldSNI € dn>nnn

When distributed by net rental income (s&égurelb), it can be seen that the average

gross incora of landlords in the first 7 deciles of net rental income is quite steady, ranging

fromc.e ¢ ¢ Ty resy ciz2n nOwded CKAA g2dA R &adzZa3asSad GKIFG G
low average rental profits with lower average gross incoqée. profitable ental

properties seem to be spread across landlords of varying gross incomes.



Figurel4: Gross Income and Net Rental Income of Landlords: Gross Income
Gross Income and Net Rental Income of Landlords:
Distribution by Decile by Gross Income
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Figurel5: Gross Income and Net Rental Income of Landlords: Net Rental Income

Gross Income and Net Rental Income of Landlords:
Distribution by Decile by Net Rental Income
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Rental Expenses

Revenue records for the 178,467 individual landlords declaring rental income (both commercial

and residential) in 2014 show that justder 10% of landlords (17,592 tax cases) weretaaking

under curent expense deduction ruleshich, in 2014, allowed a deduction for 75% of qualifying
mortgage interestOver 37% of landlords had taxable rental profits of betweem | Y R¢iE p Zn nn
could be speculated that this would include some landlords who would have had noaaeaibdl

profit if full interest deductibility had been available in that yeand over 82.5% of landlords have
LINEFAGA 2F fSaa ( krhayingdando®)n Im genayak nfo@dage® ndli@rdst 2 & a
would, in addition, be making capital repayments on their mortgage borrowimgd deduction

for such capital repayments is not available against rental income

Analysis of the tax returns die cohort of matched landtds also provides some further insight
into the rental expenses incurred Igsidentiallandlords. These are detailed in summary form
under the following categoriesepairs; allowable interest; Section 2ge relief; exempt income
from leasing of farnand; other. Capital allowances and rental losses carried forward are also
itemised. Analysis of these records shows that:

1 Just over 70% claimethterest expense deductionsthis accords with the responses to
the 2014DKM surveyf landlordsreferenced kelow.

1 76% claimed deductions for repairs, 56% claimed wear & tear allowances, and 12%
claimed relief for losses carried forward

Figurel6: Percentage of Landlords Claiming Expense Dedu&iis

Percentage of Landlords Claiming Expense Deductions

By Gross Rental Income Deciles, 2014
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2014 Survey of Landlords

Although some time has passed since its completioa ncst recentlargesurvey ofandlords was
conducted in June 2014 on behalf of the Residential Tenancies BoaahdAm sample of
flyRft2NRA RNIgYy TFNRY GKS wSaARSyildAlft ¢SylyOASa

interviews were completed.

Giventhe somewhat small sample size and the passage of time since the survey was undertaken,
these results should be interpred with a degree of caution, however they do provide valuable

insights.

The principal fidings of the survey were that:

1 61% of landlords interviewed were male, 39% were female. Most landlords are married or
in a longterm relationship, only 10% are gjiie;

1 With regard to socieeconomic group, the B and C1 categories (corresponding to the middle
and lowermiddle demographic classifications, respectively) accounted for 51% of
responses. Landlords in social class E, whose main income source are soeciad welf
payments, accounted for 14% of respondents;

1 The average age of a landlord was 52 years. 23% were aged between 35 and 44 years, 32%
between 45 and 54 years, 23% between 55 and 64 years, and 16% aged 65 years or more;

1 On average respondents had been llds for close to 9 years. Two thirds of landlords
GSNBE GUESNOMIESNI F yRE 2NRaZ KIFI@Ay3d o6SSy | flyRf2
respondents had been a landlord for more than 10 years. Just over a third of landlords had
been so for less than 5 years;

1 65% of landlords owned one property. A furtiiet% owned twgroperties and 9% owned
three properties. 10% of landlords owned more than three properties. 91% of landlords
indicated they had not changed the number of properties that they owned over the
preceding 3 years;

1 80% of landlords were responsible for their properties themselves, 14% used a property
letting company and 6% used a property management company;

1 As regards motivation to become a landlord, 39% of respondents stated that they
considered prperty to be a good investment, including for additional income and to provide

income during retirement, and 8% bought a property for future use by children.
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decison to become landlords. Of this cohort, 82% have one property available to rent. The
YI22NAGe 2F Wl OOARSyGrtQ tFyRft2NRa KIR 0SSy |

1 70% of landlords indicated that they had an outstanding debt on the rental property; and,

1 Of those landlords with an outstanding debt, 71% stated that the rental income they
received did not cover the mortgage or loan repaymetit8% stated that rental income
exceeded debt repayments.

91 In terms of future plans, at #htime of the survey some 62% stat¢hat they intenckd to
remain as landlords, while 29% stated they inteddo sell their properties as soon as

circumstances perntied.

Financing and Buy to Lets
This section reviewsortgagebased lending to landlords. Banking and Payments Federation

Ireland (BPFI) issue monthly statisticsnoortgage approvals and drawdowns. By definition, these
figures exclude transactions funded through Amortgage based meart8.However & gross
lending datareportedly coversroughly90% of themortgagemarket acr@s each of the customer

sectors it provides a useful description of credit market dynamics within the property sector

Several types of propertselated lending are tracked by BPFI, including the residential investment
letting (RIL) category, composed bpfortgage loas issued for the purchase of residential
investment properies orholiday home. With regard to mortgage approvals, the RIL proportion
of the total value of approval$has fallen from 4.0% in September 2014 to 3.2% in February
20172

The BIFI alsgprovides data on mortgage drawdownshich provide a more direct indication of
investment activity in rental property than mortgage approval d&tigurel? illustratesthe very

considerable decline in RIL lending, both in absolute termsaaralproportion of overalending.

27 Note that an income tax liability ould stillarisewhere rent received does not cover loan repayments as
loan repayments generally include both interest and capital elements

28 The BPFtlata relates to loans approved by BPFI member institstiohich are secured by a mortgage on
residential Irish propertyTherefore cash transactions are not captured, nor are loans issued bBRBh
sources.

22The other categories being firime-buyer, mover, remortgage and mortgage toepp.

30 Data unavailale prior to September 2014. ArBonth rolling average is applied by the BPFI.
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has remained negligible ever since. tBe total lendingto all purchaser®, the RILcomponent

accounted for 32.4% of credit drawn down by purchasers in Q1 of, 2008this share declining

steeply to 4.9% in Q1 of 2010. RIL lending has remained at 4.0% or less of total lending drawn down

since Q3 2012.

Figurel7: Quarterly Residential Investment Lending Volun@edit Drawdowns 2005 #2017

Residential Investment Lending Volumes and Credit
Drawdowns
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Notwithstanding that many purchasers of btorlet properties are not credit dependent, that
some buyto-let borrowing may be misclad&id as other types of lending anithat further
financing may originate from nebank sources, it is cle&nom this datathat a structural breakn
investment into RIL propertpccurred in 2008. Causal interpretation, however, is not entirely
straightfornard. The decline in lending may be due, on the one hand, to an inability or
unwillingness on the part of financial institutions to expand the availability of credit tetdist
investors, and, on the other hand, to reduced demand from potential investaisholidayhome

purchasers It is likely to be a combination of the two, however given rental market price

3lj.e. RIL purchasers, fifitne buyers and movebuyers
32The Working Group wishes to express its gratitude to BPFI for providing access to this dataset.



movements in recent years it seems plausible that a general reluctaiageexist on the part of
the banking system to greatly expand RIL credivigion. The relatively more restrictive maero

prudential lending rules applied by the Central Bank to the-oulet cohorf?® are alsolikely to
have had a bearing.

Buyto-Let Mortgage Profifé

In terms of indebtedness experienced by the mortgage holdiohort of landlords, at end

December 2016 there were 130,710 residential mortgage accounts feroblgy (BTL) properties,

with a combinedvall82 ¥ eundnnoy® ¢KS&S NBLINBaSyas Ay @ltd

lending outstanding. Since June 2ah2 number of BTL accounts outstanding fell by 13.0% in
terms of their number and by 23.1% in terms of their value.

Figure18 Balance of Loan Accounts Outstanding for Principal Dwelling Home ari-Bety
Loans, June 2012 to Emmber 2016

Balance ¢bn) of Loan Accounts Outstanding for Principal
Dwelling Home and Buyo-Let Loans
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33 Buy to let investorare subject to a 70% Lodo-Value limit under Central Bank residential mortgage
lending requirements.

%Sourcel SYGNIf .yl 27
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35j.e. the outstanding mortgage.



Figurel8shows that he trend since June 2012 is consistent with deleveraging underway by a wide
range of economic actors, including households, since the onset of the 2008 economic contraction.
Note however that the decline in the aggregate balancestanding of BTL mortgages since June
2012 is steeper than that faerincipal Dwelling Hom@DH mortgages, a 23.1% fall asmpared

to an 11.1% fall in the value outstandingRiDHmortgage accounts over the same period.

Arrears
In terms of theservicing capagytof landlords holding these Biilortgages, some 25,218 accounts

were in arrears as of December 2016, having feB&% from peak level©n a value basi49.3%
of BTL accounts were in arrears, with a véi@e¥ € c, With ©1067%6 of thes in arrears for 720

days or more.

Despite sustained rental market price inflatiamich, as outlined earlier in this report, has seen
rent prices increase to near or above previous peak lettedse arrears reached their highest level
outstanding, in vlue terms, in September of 2016, before improving marginally in December 2016
The Central Bank has expressed concern tlapide improvements over the pagtyears, the
stock of arrears in BTL portfolios is significant with approximately 1 in 6 BTLnecaoarrears

over 90 days’

Persistent, worsening arrears of many BTL mortgage accounts will require an ongoing focus on
resolution; the Central Bank, the government and the banking system have been working to
reduce arrears by providing options to tegture mortgage accounts, particularly for principal
dwelling homes. However, BTL mortgages not covered by the Code of Conduct on Mortgage

I NNBI NB dzyf S&d&8 G(GKS LINRLISNI& A& GKS 02NNRSSNDa

Table7 compares some of the arrears metrics relevant toigH and BTL sectors of the mortgage
market. It is evident that the arrears challenge is more severéénBTL sector. Added to this,
many PDH mortgages which initially pertained to owner occupied properties may now relate to

the rental market, without a relassification in mortgage origination, as owners may for example

3¢ The valueof arrearsis the amount outstanding plus arrears, accrued interest, unpaid fees and legal costs
66KSNBE RRSR (2 GKS o0FflFyOS0s a NBLRNISR Ay GKS
Repossession Statistics Date Release.

37 Central Bank of éland (2016) Report on Mortgage Arrears. Dublin: Central Bank of Ireland, page 55.



have moved for reasons such as mtgna, changing household composition, financial stress'tc.
Consequently, it is difficult to gauge the exact extent of indebtedness in the rental sector, with the
BTL statistics representing a likely lower bound. It may be the case that some of the RBatymo

accounts in arrears are currently occupied by renting households.

Table7 Mortgage Arrears in the Principal Dwelling Home and-Btiyet Sectors, December 2016

Principal Buy-to-Let
Dwelling Home
Total Loans 736,894 130,710
In Arrears 82,092 25,218
% in Arrears 10.5% 19.3%
In arrears over 720 days 33,447 14,028
% in arrears over 720 days 4.7% 10.7%
Data Source:/ SYUNI f .1yl 2F LNBflIyRQa wSAARSYy(GAlFf a2NI3l 3

Release Q4 2016

There is a concern thatrrears developments in both the PDH and BTL sectors have the potential
to impact on rental markets resulting in units being removed from the rental maifrketdor left

vacant during periods of arbitration.

38 Note that Census 2016 recorfi85,675K 2 dza SK2tf Ra a4 0SAy3 W24y SNJ 200dzLIA S|
April 24 2016. The Central Bank information from the financial ingtitist states a dtal of 743,700
residential mortgagdéoan accounts outstandingt the end of Q1 2016.



5. Current tax tratment of landlords

Key Points:

1 Rental income, after deduction of allowable letting expenisesubject to tax as part o
the total taxable income of the landlord.

9 Individual landlords are subject to income tax, including USC and PRSI where apprg
Corporate landlords are liable to corporation tax, including the close company surc
where appropriate. Specific rules apply to other entities such as REITs and funds.

I Revenue expenses incurred in connection with the letting are generally deduatitile
wear & tear allowances are allowed for furnishings and fittings. In general no dedu
against rental income is allowed for the capital cost of the property.

1 Mortgage interest deductibility is currently restricted to 80% but is increas
incrementdly by 5 percentage points per year, with full restoration due from 2021.

I The tax treatment of rental income is slightly more restrictive in some ways thar

treatment of active selemployment income. However it is more generous than {

treatment of aher forms of investment income.

One of the tasks assigned to the Working Group was to examine the current tax treatment of

landords. A clear understanding of the provisions currently applying to landlords is required

before options fommendments to that treatment can be considered.

This section therefore sets out the basis of taxation for landlords in receipt of rental income from
Irish property. It details the tax treatment applying to different types of landlord, the manner in
whichrental profits are calculated and the allowable expenses which can be deducted. For the

purposes of comparison, this section also sets out the tax treatment applying to other sources of

employment and investment incomeéogether with some worked example#t should be noted

that the examples are generated for illustrative purposes only, using generic figures for the

purposes of comparison, and should not be interpreted as representative of any particular sector

or investment product.



Rental Income:

Fa tax purposes, rental income is the net income of property owners arising from the occupation
or use of the property by others. Sources from which rental income may be derived include:
91 the letting or rental of residential, commercial or agricultural prape(in Ireland or
elsewhere);
1 easements, that is a right of use of the property of others;
1 the granting of sporting rights and permits, and,

9 insurance payments received to compensate for4paiyment of rent.

Rental income earned by an Irish resident framproperty situatedn the State is taxableinder
Case V of Schedule*»f the Taxes Consolidation Act 1997. This basis of taxation makes no
distinction between rental income from property let for residential occupation and property let

for commercial ocgpation.

Priorto 2016 the Return of Income which sasessed taxpayers are obliged to file included a
single field for the return of rental income taxable under Case V. Tihe Return and Self
Assessment Form 11 for thax year 2016 willfor the first time, require separate returns of rental
income from residential property and commercial property. For 2016 and later years it will be

possible to identify how much of rental income returned derives from residential property.

While the samecomputational rules to calculate taxable rental income are generally applied to
both individuals and companies, income earned by individuals from the letting of domestic and
foreign residential or commercial property is taxable under-asfessment incoentax, while

rental income earned by companies is assessabtier selfassessedorporation tax!®

Ratesof Tax

Income tax is an annual tax charged on income in respect of all profits or gains in the nature of
income.The sources of income that are cheadple to income tax are detailed in the Income Tax
Actsand are split into Schedules and Cases, where each has its own rules for calculating the

amountof income liable to income tax.

39518 TCA 1997
405 75 TCA 1997



The total taxable income calculated under each Case and Scheduleralbeadded together and
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Case V income of companies is charge#bleorporation taxat 259821 y R | F dzNIi K S NJ H /&2
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participators® or by participators who are directors, whatever the numbkr the case of close

companiesa surcharge applies to the undistributeghtal incomed NS F SNNBR (2 ) a aSadl
for an accounting period. A close company must distribute its estate or investment income to its
participators in the accounting period in which the income is earned or be liable for a surcharge of

20% on the amount not so distributé&d Asdistributions ae taxed at the marginal income tax rate

of the individual recipien{i.e. the company shareholdetfis measure acts to prevent rental

profits being accumulated in close companies thereby avoiding the higher rate of income tax.

Computational Rules and @ectible Expenses

Owners of rental properties are entitled to claim deductions and reliefs from gross rents for various
expenses relating to their rental propertyhe computational rules and expenses that may be
allowed as deductions against gross rerd apecifed in Section 97 of TCA 199X surplus (pofit)

or a deficiency (loss) must lalculated separately for each rental soufc@he totalScheduleD

Case V income arising in the year is then arrived at as the aggregate of all the surpluses as reduced

by the aggregate of all the deficiencies.

The specific rulesegarding the computation of rental income are set ouSection 97and include
a numbe of overriding principleghat apply in determining deductibility of letting expenses:
1 Broadly speaking, deductible expenditure is only allowable to the extent that it is actually

incurred by the landlord aring the currency of the lease.

41 There are different standard rate bands for single persons, single parents and married couples/civil
partners who are jointly assessed as set ousih5 TCA 1997

4235 21A(3)(a) TCA 1997

43 Essentially any person who has or is entitled to acquire shar¢atapivoting rights in the company : S

443 (1) TCA 1997

44S440TCA 1997

45397(1) TCA 1997



1 As with tradilg expenses, to be allowed as a deduction the expense must be incurred
wholly and exclusively for the purpose of earning the rent and must be of a revenue and
not of a capital nature.

1 Preletting expenses, with the exception of auctioneers letting feesggbing fees and
legal expenses incurred on first letting, are not deductible in principle as they are not an
expense incurred in the period in which the rent is earned; in thelgtteng period there
is no income against which they can be set.

71 Landlordgnay not claim a deduction for their own labour in the management of premises.
The cost of travelling between let premises for the purposes of managing the premises is
an allowable deduction, and in practice actual cost of travel to a let premises from hom
is deductible provided the journey is wholly and exclusively for the purpose of managing

the premises.

The following are examples pérmissible deductionshich can be claimed in calculating taxable

rental income:

Any rent payable in respect of the premises;

General repairs & maintenance (capital expenditure excluded);
Insurance and management fees;

Rates;

Service Charges;

Accountancy Fees;

Mortgage Protection policy premiumslating to the rental property

=A =4 =4 =4 -4 4 A -4

Interest on loans used to purchase, improve or repair a property, subject to the limitations

set out below.

For residential properties deductibility ofortgage interests conditional orthe registration of all
tenancies in the premises withe Residential @harciesBoard(RTB)® With effect from2009the
deduction for mortgage interest relating to residential rental property was limited?%&6 of
qualifying interest In Budget 2017 the phased restoration of full interest deductibility was
announced. The alvable deduction has increased to 80% in 2017, and Finance Bill 2016 provided
that the deductible percentage will continue to increaserementally by $ercentage points per

year, with full deductibility scheduled to apply from 202.1

4 S 97(21) TCRO97
475 97(2J) TCA 1997



An incentive allowig increased interest deductibility to landlords of social housing tenants was
introduced in Finance Act 208Rd came into operation frorh Januar2016 The incentive allows

an increase to 100% interest deductibilitthere the landlord registers a comtnient to let the
property to tenants in receipt of social housing supports for a mininpemod of 3 years. Relief
for the additional deductions igrantedby way of a claim to Revenue after the end of Bhgear
period, subject to the qualifying conditienhaving been mef As discussed elsewhere in this

report, uptake of this incentive to date has been low.

Capital AllowancesFurniture and Fittings

Capital expenditure is specifically excluded as a deductible expense when daiciabadble rental
income, butwear and tear allowances are available to landlords in respect of expendimre
furniture and fittingsincurred by a landlordn a rental propertywhich is let furnishedThe rate of

the wear and tear allowance is 12.5% aryéor eight year¥. The expense deduction is spread
over a number of years as it relates to assets which have an expected useful life of more than one
year. This is similar to the deduction which applies in respect of plant and machinery purchased

by a ®le trader for the purposes of his/her trade.

In circumstances where the taxpayer has incurred a loss following deduction of expenses and
capital allowances from gross rental income, the unused capital allowances may be carried forward

to offset againstax on rental incomenlyin future years?

RentalLosses

A Scheduld Case V rental loss occurs if the aggregate of the rent deficiencies arising in any year
of assessment exceeds the aggregate of the surpluses in the same year. Any surplus or deficiency
from anuneconomidetting is excluded that is to say, a case in which the rent reserved under a
lease is insufficientaking one year with another, to defray the cost to the lessor of meeting the

expenses of maintaining and managing the prentises

483 97(2K) TCA 1997

495 284 TCA 1997, the same rate is in force for assets used for a Case 1 trade (other than taxis and motor
vehicles).

505 406 TCA 1997
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A ScheduleD Case V loss cére carried forward and set off againStheduleD Case V income
arising for the next subsequent year, and thereafter againstStieeduled Case V income for the
following year#®. There is no time limit and any unreliev&€dheduleD Case V loss can be carried
forward indefinitely.Unlike with trading losseshe carry forward does not cease if there is a
cessation ofScheduleD Case V source income followed by a resumptioBatfeduleD Case V

income in some later ye&?

Rent-a-RoomRelief

The Remta-Room scheme was introduced in Finance Act 2001 as an incentive to encourage
individuals to let rooms in their principal private residence in order to bring about an increase in

the availability of rental accommodation, partictiafor the student sector. The scheme provides

an exemption from Income Tax, PRSI and USC on rent received where a person rents out a room

or rooms in his or her principal private residence and the rent receiwveduding amounts paid

for meals and anytber services provided in connection with the lettinpes not exceed mn Z 1 1 n

per year from 1 January 201¢. KA a 6+ & AYONBlI ASR TRBYIEthere nnn Ay
were 6,460 claims undd®enta-Roomwithacos2 ¥ € ¢c ®¥p YAf f A2Y

In establishingvhether the income arising in respect of residential accommodagiot ancillary
services exceeds the exempt limit, thpossamount of that income is taken into accoutitefore
deduction of &y expenses incurred in connection with obtaining the incoMénere the gross
income exceeds the exemption lintite Renta-Room relief cannot be claimed and taxable rental
profits must becomputedin respect of the full gross inconirethe normal manner, not just on the

amount thatexceeds the exemption limit.

In order to qualify for the exemption, it is necessary for the residential premises to be situated in
the State and occupied by the individual as his or her sole or main residence during the tax year.
The relief only applies to individuals. It does not applgdmpanies or partnerships. It also does

not apply to income from the carrying on of a trade, such as the trade of operating a Bed &

525 384 (2) TCA 1997

533 384(3) TCA 1997
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55 Office of the Revame Commissioners. Costs of Tax Expenditures (Credits, Allowancesliafig) R

Available athttp://www.revenue.ie/en/corporate/documents/statistics/tasexpenditures/costgax-

expenditures.pdf



Breakfast (B&B). In addition, an individual cannot avail of the relief in respect of payments for
accommodation in the farlyi home by a child of the individual. There is no restriction where rent

is paid by other family members, for example, nieces or nepltéws.

It is not possible talaim Renta-Room relief in respect of income from the letting arf entire
residence becausthe room or rooms that are let mugorm part ofaresidence occupied by the

individualreceiving the rent as hisr her sole or main residence.

Thetax exemption for income received under the R@fRoom scheme does not remove the
obligation to make aaturn.’” Selfassessed taxpayers are obliged to submit an annual Return of
Income and the exempt income should be included in the Reflaxpayersvho have income to
which the rent a room relief exemption applies and whasdy other source of income is
employment income taxed under PA¥Ist also file an income tax Return. In that céifeg a

Form 12 returrwhich includes the exempt inconmeeets the requirement

Where a room in a house is let under the reatoom relief it is not subject to the Resialial
Tenancies Act as the room is occupied under a licence agreement rather than a tenancy
agreement. This means that the rights and obligations applying to landlords and tenants under

the RTA do not apply to such lettings.

The Union of Students in lexd, with support from the Department of Education and Skits

the #homesforstdy campaign in 2016 KA OK NXadzZ 6§SR Ay wInTty &idzR
accommodationin private family homesy the end September 20¥6which is the type of
accommodation that is targeted by the RemRoom schemdt is stated in the recently published

National Student Accommodation Stratéythat the Department of Education aims to increase

the number of students taking upgs accommodition to around 4,000 per year by 2019 which

would be an increase of 1,500 per annum compared to 2016.

565 216A TCA 1997

57S 216A(4) TCA 1997

58 Department of Education and Skills. National Student Accommodation Strategy. Available at:
http://www.education.ie/en/Publications/PolicyReports/NationalStudentAccommodatiorAPolicy.pdf

5 Department of Education and Skills. NatbnStudent Accommodation Strategy. Available at:
http://www.education.ie/en/Publications/PolicjReports/NationalStudentAccommodatioAPolicy.pdf



CapitalGains orDisposabf Property

CapitalGainsTax (CGT), currently at the rat 33% is chargeable on the gain arising on dsse
sold includngthe sale of a property operated agented residential property by a landlor@he
gainliable to CGTs the difference between the sale proceeds and the aggregate of the cost of the
asset,plus theacquisition and disposal costs aady enhancement gpenditureincurred during

the period of ownershif).

By contrast an owneoccupier is not generally liable to CGT on the disposal of their Principal
Private Residence. h& disposal of a property (a house, apartment, etc.) which was occupied by
the taxpayer or by a dependent relativef the taxpayeras asole or main residencdoes not give

rise to a chargeable gain. Restrictions may apply where the property was not fully occupied as a
main residence throughout the period of ownership or where the pailee reflects development
value?™. Availing of the Rerti-Roomrelief does not affect an individual's full entittement this

CGTexemption on thesubsequent disposal of the property

IREFs and the taxation of IREFoltlers

Irish Real Estate FUn@REF$) are investment vehicles regulated by the Central Bank of Ireland
(CBI). Investor protection is provided by the CBI regulation, and IREFs can be regulated as suitable

for either wholesale or retail investors.

As a fund, IREFs are taxed under ¢inoss rolup basis meaning that tax arises only at the investor
level upon the unit holder receiving a distribution from the fund. Prior to 1 January 2017 Irish
funds operated a 41% exit tax on payments to Irish individuals while no exit tax waseasperat
payments to norresident investors. From 1 January 2017 a new IREF withholding tax of 20%
applies on distributions to neresident investors. Neresident investors who hold less than 10%

of the units in an IREF may be entitled to a refund of sonal of the IREF withholding tax under

a double tax agreement.

605 28 TCA 1997
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IREF withholding tax will not apply to any capital gains distributed teresidents provided the
fund held the property for 5 years prior to its sale. There are certainaaidance rus to

prevent the IREF being under the control of a small number of unit holders.

REITand Taxation of REIT Shareholders

Real Estate Investment TresREITS* arewidely held publicly qguotedcompanies whose income

is derived from the rental of commeardi and/or residential property.The REIT framework is

recognised internationallyREITs originated in the USAhr 1960sand aspects of the REIT model

KFI®S y2¢ aLINBIR (G2 20SNJop O2dzyiNARSa 62NI R6ARSZ
invedment jurisdictions. The overarching objective of tHREITsystem of taxation is to remove a

double layer of taxation which typically discourages collective investment in property through a
companyandtendsto result in individual investors holding highhortgaged properties. Thisan

expose investors to significant risk in times of falling equity and falling rental returns.

As set out above, hen individuals invest directly in pregty they are subject to income tax on

their rental profits and capitagains tax on sales proceeds. Where the individual invests through
a company, the company must pay corporatitax on rental profits and gains and then
subsequently, Wwen the O 2 Y LJI aftér-@é profits are paid out to the investors as dividends,
incometax is then payable on the dividends received (i.e. on the profits which have already been
subject to corporation tax). By removing this double layer of taxation, the REIT investor should get
broadly the same aftetax return from a REIT investment asthity had invested directly in
property. REITs also have significant benefits for small retail investors as compared to direct
property investment, such as low entry cost, risk diversification, liquidity, and access to returns
from investment grade commeial property. The costs and governance requirements associated
with stock market listing mean that REITs are typically large in ctiaéethree REITSs listed to date

AY LNBftlFyR KFEZS YIENLSG OFLAGHEAAF 0ARPA). NI yIAY 3

REITs are nathargeable to either corporation tax in respect of income from their property rental
business or chargeable gains accruing on disposal of assets of their property nesitsss
provided certainstrict conditions are metincluding a requirement to distribute35 per cent of

property income by way of property inconaitvidend For investor protection purposes, there is a

64Part 25A TCA 1997



financing cost ratio that must be adhered to and a requirement that the REIT hold at least three

properties, withno one property making up more than 40% of the market value of the properties.

All investorswill suffer DvidendWithholding Tax (DWTat 20%on distributionsfrom a REIT. Nen
resident investors who hold less than 10% of the shares in the REIT matjtleel ¢ém a refund of
some or all of their DWT under a double tax agreement. Irish residdividiualsare taxable on

the distribution received at their marginal rate with credit for the DWT suffered

Where a REIT develops a property it must rent oat firoperty for a period of at least three years

before any sale, or corporation tax at 25% will be chargeable on the profits on disposal.

Figurel9: Worked Example: Taxation of REIT Profits

Worked example: Taxation of REIT Rt®

Income within REIT

SAaAGNROdziAZ2Y 2F eonnInnn

Taxation of nonresident sharehallers

€

Rental income 800,000
Rental expenses 500,000
Net rental profit 300,000
Tax payable within REIT Nil

LIJRBIT A (i &Shareholders

Mandatory minimumdistribution (85%) - 255,000
Maximum profit that can be retained within REIT 45,000 -
Dividend withholding tax (51,000)
Net cash distribution to shareholders 204,000
Balance of tax payablsee below) (73,950)
Net return to shareholders 130,050
Taxation of Irish shareholders*

Gross dividend 255,000

Total Tax, USC and PRSI payable (49%) 124,950

Less: Dividend Withholding Tax (51,000)

Balance of tax due 73,950

The taxation of noxresident shareholders will be determined by their country of tax resider
Shareholders resident in a tax treaty partner countttyo hold less than 10% of the shares in t
REIT may be entitled to a refund of some or all of tB&T under a double tax agreement.

*Assuming all income liable to 40% income tax, 5% USC and 4% PRSI




Comparison to other employment/investments

A number of the responses to the public consultation conducted by the Working Gooupared

the tax treatment of rental income to the tax treatment of other income sources, or to the reliefs
given to other forms of investment. In order to aid this comparison, the following section sets out
the tax treatment of the various income sourcasd investments in further detail, together with

some information on relevant policy considerations.

Income from a Trade or Profession

Some submissions to the public consultation compared the operation of a rental property to a

trade or employment and ggested that the comparative tax treatment was unfavourable to

flyRf 2NRa® wSyiGlrt Ay02YS A& OASHSR F2NJ (G E Lz
GNI RS 2NJLINRPF¥FSaaArAzy Aa NBIFINRSR a |y WFEOGAGBSQ

Income from a traddor professiofis subject to Income Tax under Cag¢€dse IIpf Schedule D.
Similar to the calculation dhxableCase \ental income, certain expenses are deductible from
total trading income in calculating taxable Case | income. To be deductible expenditurbemust

incurred wholly and exclusively for the purposes of the trade, and not capital in nature.

In respect of property in use for a trade, such as a shop or pub, interest on money borrowed to
acquire or repair the premises is allowable as a tax deductijainat trade income, subject to the
prohibition against the deduction of capital expendituféor example, where a mortgage is taken
out to purchase the property, a deduction may be claimed for mortgage interest paid but not for

the capital element of thenortgage repayment.

Capital allowanceselating to the purchase or construction of a propegse only availablen

respect of capital expenditur@curred on the construction of certabuildings or structuresthat

are WA ¥y Rdza (i N&dcdupied fimAtiie Pargdsks of specific type ofrade, such as a mill,

factory, dack, airportrunway, market garden et€> The majority of buildings used in a trade, such

as offices or shops, do not qualify for the religelief for the specific types 8fA y Rdza (4 NRA | € 0 dzA
property is availablas they are generally depreciating assets with a limited expected useful life.

Industrial buildings allowances are grant&h rate 0f4% per annum over 25 years.

85 Fora full list of the activities see S 268 (1) TCA 1997



Capital allowances are available in respecsome capital expenditurgor example on plant and
machinery used for the purposes of the tradEhe allowances are granted at a rate of 12.5% per
annum over 8 years, in the same way as landlords can claim relief for expenditure on furnishings

and fittings.

'8 Ay G(GKS OFas 2F | tlIyRE2NRIE y2 RSRdOGAZ2Y A& |

place of business as such expenditure is not laid out wholly and exclusively for the purposes of the
trade. Unlike Case V, certain pre trading exptumdiis available as a deduction when calculating

taxable income once the trader professiorcommences®

Figure20: Worked example: Comparison of trading and rental income taxable profits

Worked example: Comparison of tradirand rental income taxable profits
Rental Active Cash
Income Trade Outlay
Gross income 30,000 30,000 30,000
Deductions:
Mortgage (rental property / premises)
f LYGdSNBad LI ARY € N8ORO) nn (10,000) (10,000)
 CapitaNB LI 8YSYydY ecZann - (6,000)
[ 20t t NPLISNI& ¢l EY eHHPp n/a (225)
Other expenses (5,000) (5,000) (5,000)
bSé FAEGAINBE 3 FAGGAVERY e€p®BIAF (5000)
Taxable profit 16,375 14,375
Net cashposition (pretax) 3.775 4,000
*Allowed as a Wear & Tear allowance at a rate of 12.5% per year over 8 years

Investment Income
As rental income is regarded &8LJ 3 AA BSQ Ay @SadySyid AyO2yYS

consideringalso the tax treatment of other forms of investment income. Most investment income

z Y z

T2 NJ

Aa GNBFGSR Fa LINL 2F GKS Ay@Sad2NRa 3INRaa Ayoz2
0 K

ul E |0

66 Section 82 TCA 1997
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In general, tax relief is not available for interest paid on monies borrowed for the purposes of
investment. For example, interest paid on money borrowed to invest in shares or in a fund is not

deductible against the investment return receile

Pensions

Investment in a rental property has often been seen as an addition, or an alternative, to traditional

pension fund investments, and a number of submissions to the consultation proposed that the
fryRt 2NRQa OF LIAGIEf 2odglshpplémenitey fRomDtNdr incgrde shoddibe NBy G | §

treated for the purposes of taxation as a pension contribution.

The purpose of contributing to aepsion is to providdor anincomein retirement to substitute

for employmenttrade or professional earnind@dzNA y 3 G KS LIS Mbiddsysubg@cttg 2 NJ A y 3
conditions regarding, for example, the minimum and maximum age at which retirement benefits

can commence, the nature and extent of such benefits and arrangements for next dykin.

contrast investmentincome such as rental incomg KSNE GKSNB A& y2 GaNBGAN

activity as long as the source is retainedes not give rise to the same replacement need.

Subject to qualifying criteria, contributions to an approved retirement scheme or fund qualify for

GFE NBfAST |G GKS GFELIF@&@SNDa YINBAYLIE NIGS 27
contributions to approved schemes is subject to two meamtrols. This first is an agelated
LISNODSyYy GF3S tAYAG 2F |y AYRAQGARdAzZ £ Qa AyO0O2YS FTNRY
The second control places an overall upper limit on the amount of such income that make be taken

into account for taxelief purposes. Investment income, such as rental income, is not included

when calculating income for these purposes.

In addition to the aforementioned controls, starelieffor pension contributions is tied to strict
conditions, such as a restrictimm access tohe funduntil retirement age andestrictions onthe
nature of benefits that can be accessed in retireme@ontributions must benade to Revenue
approved retirement benefit arrangements which involy@der alia,such arrangements being
managed by trustees, insurance compani@sd approvedadministrators (depending on the
nature of the arrangementand meeting the conditions set out in the Taxes Consolidation Act

1997.



Special additionakrequirements apply in relation to small seladminstered pension(SSAP)
schemes. Their purpose is to ensure that the scheme is in fact "bonadidblished for the sole
purpose of providingelevant benefit8®’, and not a scheme designed for tax avoidarSeAP
schemes can invest in property butit mastS | Olj dzZA NBR YR RA&LRZAaASR 27F |
scheme and the employer including its directors and associated compdriespurpose of the
property acquisitionmustnot be for disposal or letting to the employencluding its directors and
associatd companiesAlso required is thatie scheme has sufficient liquid investments to ensure
that the requirementto provide benefits, including Health and early retirement benefits, can be
met. Where the main or only asset is property, it is considetieat the concentration of
investments in an asset not readily realisable does satisfy the overriding need to match
investment of the assets with a schemkédbilities with particular reference to the requirement to
provide benefitsThe situatiorcould arise when the first or subsequent individual retiremeaks

place that a scheme would be compelled to realise its only or main asset in order to comply with

the requirement to provide benefifé

Employment and Investment Incentive (EII)

There are however, some forms of investment which benefit from tax relief, including the
Employment and Investment Incentive (ElIThe Elis targeted at job creation and retention and
provides for tax relief of up to 40% in respect of risk finance investmeatienmstart-up Ell
certified qualifyingunquoted micro, small anchedium sized trading companiésThe largest of
these categories, a mediwgized company, must havess than 250 employees amh annual

AAAAAAA

0 dzNYy 2 3SNJ y2 i |80 SrivvahiE@l ¥ @3 FRESE G201t y23 SEOS

The EIl scheme allows an individual investor to obtain income tax oeliefvestments for shares

Ay OSNIFAY O2YLI yASa dzlJ G2 | YIFEAYdzY Raliefe mpnznn
is initiallyavailable to an individual at a rate of up to 30% of the amount invested. A further 10%

of tax relief is availablan the fourth year after the year of investmenthere it has been proven

that employment levels have increased at the company after 3 yewawmhere evidence is provided

675772 (2)(a)TCA 1997

68 Revenue Pension Manual Chapter 19

59 part 16 TCA 1997 The Ell replaces the former Business Expansion Scheme (BES) and will run until 2020.
0j.e. Under 7 years of age

"1 Eligible undertakings which, at the time of initial risk finance investment, are unlisted SMEs that have
either (a) not been operating in any market, or (b) have been operating in any market for less than 7 years
following ther first commercial sale.



that the company used the capital raisédl increaseexpenditure on research amdevelopment

overthe three year periotf.

The tax relief is provided to assist companies to raise finance to allow them to expand and create
or retain jobs. The company must use the money raised from the share issue for the purpose of
carrying on a qualifying trad®or, if the company has not yet commenced to trade incurring
expenditure on research and development. In addition, the use offtimels must contribute
directly to the maintenance or creation of employment in the company [e.g. the money raised can

be used to pay the wages of the qualifying employees of the company].

For 2016, the estimated cost to the Exchequer of the Ell schemewas ®p YAt f A2y |y R

of investors (including funds) was 1,768

Leasing Farm Land

A specific tax regime currently applies to the leasing of land for the purpose of farming. Subject to

criteria, such as a minimum leasing term of 5 years and air@ment that the land not be leased

to a close relative, the taxable rental income is reduced subject to a maximum reduction
depending on the term of the lease. The relief cannot be used to create a loss and each individual

can only qualify for one reduicin regardless of the number of qualifying leases they may have.

Currently the relief is equal to the amount of the income subject to a maximum reduction ranging

TNRY emysnnn 2F NBydrf Ay02YS F2NI fSFrasa 2F Y2
YIFEAYdzY NBRAzOGAZ2Y 2F ennsnnn 6KSNB (GKS GSN¥y 27

Summary Table
The following table sets out a summary of interest and capital deductibility for a selection of

common investment options, together with the rate of tax payabldraome and/or gaingrom

the investment

2 To assess the increase in spend on qualifying R&D activities, the R&D spend in the accounting period
preceding the year of assessment is compared against that in the accounting period ending the year before
the year which the 4ear holding period ends.

" There are a range of trades excluded, including dealing in and developing land.

74Office of the Revenue Commissionetatistics and Economic Branch. Employment and Investment
Incentive (EIl) Statist$20122016. Available at:
http://www.revenue.ie/en/corporate/documents/statistics/tasexpenditures/eiistats20122016.pdf



Figure21: Interest and Capital Deductibility and Tax Rates on Various General Investment Options
Residential Commercial Investment Investment Investment

Property Property in Pension in Funds  in Share3d
T o 809% 100% None None None
borrowings to invest
Deduction / tax relief Nogeneral | Yesg subject Nogeneral
o None o None
on capital investment allowancé to limits allowancé
Loss relief on income | Available Available
againstother | against other
rgntal profits re_ntal profits n/ac None n/ae
in current in current
year and year and
future years | future years
Rate of tax on income Taxfree
profit . lump sum. .
Ma_rglnal Marginal rate| Marginal Marginal
rate income | . : rate
tax. USC & income tax, | rate income 41964 income tax
' USC & PRS| tax, USC & g
PRSI PRSON USC & PR
incomé
gaaif oftaxon capital| 530, 33% na 41% 33%
Notes:

a. Including REIT shares

b. 80% in 2017, increasing by 5 percentage points per year, full @18@uctibility from 2021.

c. With the exception of certain depreciating assets which qualify for 4% per annum Industrial
Buildings Allowances

d. With the exception of specific incentives such as the Employment and Investment Incentive
(Ell) detailed above.

e. Apension or company cannot make a negative distribution.

f. Taxation on drawdown of pension in retirement.

g. Based on investment in a UCI{$dertakings for Collective Investment in Transferable
Securitie3fund where the investodoes not have a controllingtierest.



6. Recent Policy Developments in the Rental Accommodation
Sector

Key Points:

1 A wide range of policy measures affecting the rental accommodation sector have
introduced and/or amended in recent years.

1 Mortgage interest deductibility foresidential landlords was restricted to 75% in 2009
phased restoration of full deductibility in increments of 5% commenced in 2017.

1 A number of incentives have been introduced or extended to landlords: the Living
Initiative and Home Renovation keative, which allow tax relief for capital refurbishme
costs, were both extended to landlords; and new Repair & Lease and Buy & R
schemes have been introduced. However uptake to date by landlords has been low

1 Significant changes to the regulatorynveronment for landlords have taken plac
including:

i The 2004 Residential Tenancies Act legislation on rights and obligations of te
and landlords, and establishitige RTB.

U Improved minimum Buildings Regulations standards for rented accommodation

U Increased notice periods for both landlords and tenants.

U The minimum period between rent reviews was increased in 2015, followed by
introduction of rent increase limits in Rent Pressure Zones from 2017.

i The Central Bank macqrudential measures introdwd in February 2015 set new loa
to-value and loafto-income ratios for buyto-let property.

I The emergence of online shetdrm letting platforms has opened up alternatives
residential letting, potentially reducing supply of accommodation to the lotgan
accommodation market.

1 Recent years have also seen an increased dependence on the private rental ma
provide accommodation to tenants in receipt of social housing supports, and this rel

is expected to continue into the future.

There have been a substantial number of policy changes directly related to the rental
accommodation sector and landlords in recent years. These include both tax policy measures and

non-tax legislation or regulations directly affecting tenaatgl/or landlords.



Tax Policy Developments

Mortgage Interest

There have been a number of changes in the deductibilitpyatgage interesas a rental expense

in recent years.

T

In supplementary Budget 2009, mortgage interest deductibility for landlords of residential
property was restricted to 75 per cent of qualifying interest, in the context of the fiscal crisis
and the need to broaden the income tax bakeerest deductibiliy for borrowings relating

to commercial rental property remained at 100 per cent.

In Finance Act 2015a relief was introduced which allows a full 100 per cent mortgage
interest deduction where a landlord undertakes, for a period of at least three yéars,
provide accommodation to tenants in receipt of social housing supports and registers such
undertakings with the Residential Tenancies Board within certain time limits.

In Budget 2017, to further support the provigiof accommodation by landlordshile also
maintaining the social housing tenancy incentive in the short term, a phased unwinding of
the restriction on interest deductibility over five years for all residential landlords was
provided for. The first step, an increase from 75% to 80% dedutstikibok effect from
January 2017

Living City Initiative

The Living City Initiativewas commenced and launched on 5th May 2015. It is dvamur

regeneration incentive foaing on the regeneration of the historic centres of six cities (Dublin,

Cork, Limerick, Galway, Waterford and Kilkenny). Following a review of this Initiative prior to

Budget 2017, several changes were made to the scheme, including extending the residential

element of the scheme to landlords. These changes came into effect fronuary22017To date,

there have been a total of 31 applications for the Living City Initia®iwd which are in the rented

residential category

The scheme provides for tax relief for qualifying expenditure incurred on both residential and

certain commecial refurbishment and conversion work that is carried out during the qualifying

period. In the most recent Budget, theving Gty Initiative was extended to landlords in order to
encourage an increased taks of the scheme and to potentially release t@raccommodation
to the market.Other amendmentsncluded the removal of the restriction on the maximum floor
size of the property, removal of the requirement that the property must have been previously

used as a dwelling, and reducing the minimum amafréxpenditure needed to qualify.



The relief is given in the form of an accelerated capital allowance for qualifying expenditure on
refurbishment or conversion of rented residential and certain commercial premises within the
special regeneration areas. Tloapital allowance is given at the rate of 15% of qualifying

expenditure for each of 6 years and 10% in year 7.

In addition to the capital allowances which the claimant is entitled to in any year any unused
allowances from previous years can also be ugeapital allowances are unused if there is
insufficient income in any year against which the capital allowances can be set. At the end of the
7 years, unused capital allowances from earlier years can, in general, be carried fandagdt
against future income of the business. However, in the case of passive investors, it should be noted
that any unused capital allowances under this scheme which are carried forward beyond the tax

life of the building to which they relate, are immediatelgtio

Home Renovation Incentive

The Home Renovation IncentiveHRI) came into operation on 25 October 204:d it was
extended to landlords from 5" October 201%. It was further extended fromsiJanuary 2017 to
tenants of local authorities, where sucknants have the approval of the local authority to
complete renovation works.It provides tax relief by way of a tax credit at 13.5% of qualifying

expenditure incurred on repair, renovation or improvemenbrk carried out on residential

property. Qualifyy 3 @2 NJ Ydzad O02aid | YAYAYdzy 2F epInnn
YFEAYdzY ljdzk t ATeAy3a O02aiG F2N G§KS LidzNLI2 afhis2 T GKS
Sljdz- 6S& G2 + YFEAYdzYy GFE ONBRAG 2F cfolawingn® ¢KS

the year in which the work is paid for.

One of the aim®f the HRI $ to support increased economic activity by tax compliant building
contractors, and to also move activity out of the shadow economy into the legitimate economy.
Since thentroduction of the HRI Scheme, the cumulative total of tax credits available to be claimed
08 (GK2asS K2 KI @S O2YL}i SanétRe véjludzbf tradiEs&lainfed to daeNJ & A a
Ad ecconyyY

7SS 477B TCA 1997

6 Office of the Revame CommissionersRevenue Statistics and Economic Research Branch. Home
Renovation Incentive (HRI) Statistics 31 20l/7. Available at:
http://www.revenue.ie/en/corporate/documents/statistics/tasexpenditures/hristatsmonthly-2017.pdf



Covering the period from the introduction of the HRRheme in October 2013 until May 20@ver

90,000 works have been registered with the scheme across more than 60,400 individual properties
YVEGA2YS6ARSD 2 A0GKAY (GKS {OKSYS AiGasSt¥Fxr G4KS ydzyo S
isanestimatedInpn ¢AGK GKS NBYFAYAYy3d LINEI[SWieitBa o6SAy3
possible that some rental properties have incorrectly been listed as main homes, it is notable that

the uptake for rental properties to date has been limited, at just 2.4%eftbtal properties on

which work has been carried out under the scheme.

Help to Buy
A further tax initiative relevant to the property market but not targeted at landlasdheHelp to
Buyincentive which was introduced in Budget 2017. It is designed to assidirfiessbuyers with
obtaining the deposit required to purchase or build their first home. With a view towards
increasing the supply of new housing, the relief is only availalksjpect of new builds. Broadly,
the relief takes the form of a rebate of income tax, including DIRT, paid over the previous four tax
years. The maximum rebate is the lower of:

- €20,000,

- The amount of income tax and DIRT paid in the previous 4 years, or

- 5% of the purchase prider valuation for a seibuild).

Ending of.egacyProperty Reliefs

¢KS t NRINIYYS Bavtidambr BrstidnalREddbverst 264016 committed to
reducing, capping or abolishing property tax reliefs (and other tax sheltaich benefit very high
income earners). In line witthis, the Department of Financandertook an economic impact
assessment into the effects of changes to the legacy property tax reliefgani®ations and
individuals wereinvited to submit their view in a public consultation 2011 as part of the

assessment process ansgter 700 individual responses were received.

Legacy property tax reliefs can be described in terms oflivead categoriesreliefs relating to
NBYGiSR NBAARSYGAIf LINRPLISNI& o002YY2yfé& NBFSNNBR

"7 Due to how the HRI Scheme is operated, for example, how details of the works are inputted by Qualifying
Contractors, this figure maye an under representation of the trusumber of rental properties whichave
had work undertaken within the Scheme.


























































































































































































