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n February 4, 2010 The Irish Government
O published draft transfer pricing legislation

endorsing the OECD Transfer Pricing Guide-
lines for Multinational Enterprises and Tax Adminis-
trations and The
introduction of general transfer pricing legislation in
Ireland was widely anticipated and brings the Irish
tax regime into line with international norms in this
area. The new regime will apply to domestic as well as
international related party arrangements and is ex-
pected to be signed into law at the latest by April 9,
2010.

the arm’s length principle.

This article provides an overview of the main fea-
tures of the new Irish transfer pricing regime and con-
siders the impact the regime will have on domestic
and international companies with operations in Ire-
land.

I Introduction and background

Prior to the publication of the draft legislation, the
transfer pricing provisions contained within the Irish
tax legislation were only of limited application, and
few resources were devoted to the issue by the Irish
tax authorities. Despite the absence of local regulation
and scrutiny, transfer pricing was a significant issue
for both multinationals operating in Ireland and for
Irish companies investing abroad due to the transfer
pricing regulations being in place in many overseas
jurisdictions where the affiliates trading with Irish
companies were located. For this reason, it is consid-
ered that the introduction of equivalent transfer pric-
ing rules into the lrish system is not expected to result
in significant changes to the underlying pricing in
these transactions.

Among the transfer pricing provisions which had
been enacted were those applying to Irish companies
qualifying for Ireland’s incentive tax rate of 10 per-
cent. The 10 percent incentive tax rate dates back to
the early 1980’s and was known as “manufacturing
relief”. The relief is due to expire on December 31,
2010, and the introduction of a specific transfer pric-
ing regime in Ireland has been timed to coincide with
the expiration of manufacturing relief.

Il. Two unique characteristics

The new regime includes many features expected of a
jurisdiction introducing transfer pricing rules for the
first time, but interestingly the draft legislation con-
tains two unique characteristics which are likely to
grab the attention of multinationals with operations
in Ireland:

m The new regime is confined to related party dealings
that are taxable at Ireland’s corporate tax rate of
12.5 percent (i.e., trading transactions); and

= The rules contain a “grandfather” clause whereby ar-
rangements entered into between related parties
prior to July 1, 2010 are excluded from the transfer
pricing rules.

A. Exclusion of non-trading activities

The new transfer pricing regime is confined to related
party dealings that are taxable at Ireland’s corporate
tax rate of 12.5 percent (i.e., trading transactions). Ac-
tivities that are deemed to be non-trading or “passive”
in nature and which are taxable at the higher rate of
25 percent will be excluded from the scope of the new
regime.
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