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[E IRELAND AS A DOMICILE
FOR SPECIAL PURPOSE
VEHICLES

Background

Ireland has emerged as a favoured location

for special purpose vehicles (SPVs) that

are used in many financial transactions
including securitisation and asset repackaging
transactions. In particular, it is becoming the
domicile of choice for onshore SPVs in Europe
and there are positive signs that it is becoming
a preferred alternative to the traditional offshore
SPV jurisdictions.

The type of transactions that have used

Irish SPVs have included plain vanilla
(securitisation of receivables, mortgages and
non-performing loans), less straightforward
synthetic transactions and the more unusual
securitisations such as contingent deferred sales
commissions arising on the sale of mutual funds
and the financing of a toll bridge in Korea using
future toll charges. Irish SPVs are also being
used by offshore hedge funds and private equity
funds to gain access to double tax treaties to
avoid foreign withholding taxes (if applicable)

on their underlying investments by investing
indirectly in the underlying investments via

an Irish SPV. The wide diversity of deals has
emphasised Ireland’s growing importance as

an SPV domicile.
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E WHY IRELAND?

There are two primary reasons for choosing
Ireland as a location for establishing SPVs.
Firstly, Ireland has a relatively extensive double
tax treaty network (currently numbering 45 with
another 19 in the pipeline that are at various
stages of progression) and, secondly, it is

not offshore.

Frequently cash flows from assets attract
withholding taxes on the income and/or capital
gain flows on those assets and can only be
avoided by locating the SPV in a domicile
which has a tax treaty with the country of

origin of those assets. There is no doubt that
Ireland’s primary success as an SPV domicile
is because of its double tax treaty network

in avoiding withholding taxes on the relevant
assets. Irish SPVs have been used in numerous
transactions for acquiring a wide range of
Korean, Japanese and German assets because
of Ireland’s favourable double tax treaties with
those countries. Even in countries where it

is necessary to use a SPV domiciled in the
relevant country of origin of the assets, Ireland
may still be used as an SPV domicile for issuing
the necessary debt and then holding the units/
certificates in the underlying SPV on which
flows of income and gains arise backed by the
underlying assets held by the SPV. Access to

a double tax treaty with the relevant country

(or access to the EU Directives for European
assets) is critical in avoiding withholding taxes
on the flows of income/gains from the units/
certificates issued by the SPVs.
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