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Abstract: Most Irish companies — around 55-60% between 2017 and 2023 — report no corporation tax (CT)
liability and the factors for this remain unclear. Using administrative tax data, this paper examines the composition,
characteristics, and economic contributions of these companies. The results show that persistent nil-liability is
common and primarily arises from loss carry-forwards, capital allowances, and a large cohort of low-profit or
non-trading companies, with patterns differing sharply across sectors and company ages. Despite low taxable
profits, many of these companies generate substantial labour demand and exhibit active investment behaviour.
Understanding these dynamics is essential for assessing the resilience and inclusiveness of Ireland’s corporate tax
base.
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1. INTRODUCTION

Corporation tax (CT) is a cornerstone of Ireland’s public finances, contributing nearly 27 per cent of total tax
receipts in 2023. Yet more than half of all incorporated companies — between 55 and 60 per cent each year since
2017 — report no CT liability. For the purposes of this paper, a company that has no liability to corporation tax in
a year is one where the amount of corporation tax payable to Revenue in respect of a tax return filed in that year
is nil (i.e. the corporation tax payable is less than or equal to zero). Understanding why such a large share of
registered companies have no CT liability is critical for assessing the resilience and inclusiveness of the tax base,
especially given Ireland’s fiscal reliance on a small number of very large, profitable multinationals. A persistently
high share of nil-liable companies raises questions about the sustainability of tax revenue, the effectiveness of
reliefs and allowances, and the broader productivity and dynamism of the domestic enterprise sector.

This paper addresses the central question: why do so many Irish companies have no corporation tax liability, and
what does this imply for revenue stability and economic contribution? It examines the composition,
characteristics, and economic role of companies reporting no CT liability between 2017 and 2023, distinguishing
among (i) profit-making trading companies whose tax liability is fully offset by reliefs or allowances, (ii) loss-
making trading companies, and (iii) non-trading entities such as holding, investment, rental, and dormant
companies. Although these companies contribute little directly to CT receipts, they may still generate
employment, wages, and investment that affect the wider economy.? In this paper, a profit-making trading
company is one that has tax adjusted trading profits (i.e. excluding non-tax deductible expenses such as accounting
depreciation), before the deduction of capital allowances (tax depreciation), greater than zero.

! Any opinions expressed in this paper are the views of the author and do not necessarily reflect the views of the Revenue Commissioners or
the Irish Government Economic and Evaluation Service (IGEES). I am grateful to the referees and colleagues in Revenue’s Statistics and
Economic Research Branch (SERB) and Revenue Legislation Services (RLS) for comments and suggestions received. Any remaining errors
are my own. Email: Newhay10@gmail.com.

2 Due to the use of the CT return as the primary data source, the focus of the analysis is on a company level. Of the 119,000 companies who
had no liability to CT in 2023, close to 13,000 of them were part of a corporate group. Over 60% of the 13,000 entities could be found within
corporate groups in the Finance and Insurance and Administrative and Support sectors.
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To understand non-liability, companies are divided into three analytically distinct groups:

6)] Profit-making trading companies that record positive trading profits® as per the corporation tax
return* but have no CT liability because these profits are fully offset by reliefs or allowances.
Such companies often operate in capital-intensive sectors — notably aircraft leasing,
manufacturing, and finance — where capital allowances® and loss carry-forwards can reduce
taxable income in the year in which they are utilised. It should be noted that capital allowances
are in effect ‘tax depreciation’ and therefore often give rise to temporary timing differences
between the carrying value of an asset in a company’s accounts and its tax written down value.
The amount of capital allowances that can be claimed will be directly linked to the cost of the
qualifying asset acquired by the company for use in its trade.

(i1) Loss-making trading companies that are actively trading but report tax losses in the relevant year®.
These entities, common in cyclical sectors such as construction, retail, and professional services,
can carry forward these losses to offset against future trading profits, possibly giving rise to a nil
CT liability in subsequent years until all such trading losses are utilised.

(ii1) Non-trading companies include holding companies, investment and property companies, and
dormant companies. Non-trading entities are those that do not carry on an active trade in the year;
they typically derive income from investments, rents, or group management activities or, in the
case of dormant companies, are legally registered but have no significant accounting transactions
and no income; and, in many cases, non-trading companies may have been established for
ownership or restructuring purposes. There were roughly 5,000 companies that ceased trading in
2023, but remained registered for CT, while close to 4,000 companies in 2023 could be classified
as holding companies.

This decomposition allows the paper to distinguish between companies that are nil-liable due to temporary tax
relief effects and those that are nil-liable because they are structurally inactive or unprofitable. Some companies
move between these states over time — profitable in one year and loss-making in another — while others remain
persistently non-liable.

The analysis draws on administrative micro-data from corporation tax returns (Forms CT1) filed with Revenue,
matched with employment and earnings information from Revenue’s real-time payroll reporting system.” Group-
level linkages and ownership indicators are derived from companies’ financial statements and registration records.
The resulting dataset covers a range from 160,000 to 214,000 CT-filing companies per year over the years 2017—
20233, representing the entire filing population® rather than a sample. The period captures pre-pandemic, the
COVID-19 shock (2020-2021), and the subsequent recovery (2022-2023). These years provide a valuable test of
how company tax positions evolve through crisis and rebound phases. The paper first quantifies the prevalence of
nil-liable companies and their distribution by ownership (foreign, Irish-owned multinational, and domestic) and
economic sector. It then examines their profitability, use of capital allowances and loss carry-forwards, and taxable

3 Trading Profits is calculated as tax adjusted profits (i.e., excluding non-tax-deductible expenses such as depreciation) before capital
allowances > 0.

* This is based on the profits of the trade reported by the company in their corporation tax filing (Form CT1). This is the profit per accounts,
adjusted for a number of factors as required by the Taxes Consolidation Act 1997 and subsequent amendments. These factors include adding
back accounting depreciation, which is not a tax-deductible expense. As such, the reader should be aware that the profit figures provided in
this paper are not the same as any profit figures reported in the financial statements of these companies.

5 For CT tax computation purposes, accounting depreciation in the financial statements is added back to the tax adjusted profit or loss, and
where the capital expenditure is incurred on a qualifying asset in use for the purposes of a trade or rental company a capital allowance is
available. A capital allowance effectively allows a company to write off the cost of a qualifying asset over a period of time as a reduction
against the tax adjusted profit or loss. Qualifying assets include plant and machinery, industrial buildings, and certain intangibles. A balancing
allowance arises where the amount of the qualifying capital expenditure still unallowed (that is, the unused capital allowances) in respect of
the qualifying asset is greater than the sale, insurance, salvage or compensation moneys received in respect of the qualifying asset. A balancing
allowance is available as a deduction against the taxable profit, or where appropriate may increase the taxable loss. A balancing charge arises
where the amount of the sale, insurance, salvage or compensation moneys received exceed the unused capital allowances in respect of the
qualifying asset but cannot exceed the amount of allowances already claimed. A balancing charge is added to the taxable profits, or where
appropriate may decrease the taxable loss.

¢ These companies would have profit before capital allowances of less than 0 but may make adjustments to the quantum of capital allowances
claimed, generating a balancing charge, which would push them into a positive position.

"Real-time payroll reporting to Revenue, on which employment data is based, will be made by the person or entity who pays the employee.
The reader should be aware that in group situations, this may be a single group company, who then re-charges the employment costs to the
other group entities who are the actual employers. As such, in interpreting this data source, the number of employees reported by a company
may be understated due to employees of that company being included in the payroll reporting of another company or may be overstated due
to that company including the employees of another company in its payroll reporting. Directors of companies are included in the data.

8 These are classified as companies who have filed CT returns.

° The focus is on the number of unique companies filed in each period (If a company files twice, this is only counted once). As a result, the
numbers referenced may differ slightly from the count of returns referred to the Annual CT reports published by Revenue.
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income. It explores the persistence of nil-liability status over time, identifying companies that consistently remain
outside the scope of CT liability. Subsequent sections assess their labour-market contribution — employment, pay,
and payroll taxes — and their investment patterns as proxied by capital-allowance claims.!® Unless otherwise
stated, all tables are based on these administrative data and records.

In developing this analysis, the paper builds on previous work by the Economic and Social Research Institute
(ESRI), the Irish Fiscal Advisory Council (IFAC), the Department of Finance, and Revenue’s Statistics and
Economic Research Branch (SERB), all of which have highlighted the increasing concentration of CT receipts
among a few large multinationals and the volatility this creates for the public finances (ESRI 2023; IFAC 2023;
Department of Finance 2017 and 2022; Revenue 2024). Broader economic literature on loss carry-forwards and
capital allowances shows that these provisions encourage investment over time. Incorporating these insights, this
paper provides new empirical evidence on how such reliefs and losses shape Ireland’s corporate tax base, and on
the extent to which companies without CT liabilities nevertheless contribute to employment and investment.

By mapping the scale and nature of nil-liable companies, the paper helps identify whether non-liability primarily
reflects temporary investment incentives, cyclical losses, or a structural layer of low-productivity enterprises. The
findings aim to inform future assessments of the breadth, stability, and equity of Ireland’s corporate tax system.

2. COMPANIES AND REVENUE OUTCOMES

Table 1 summarises the key characteristics of these CT-filing companies and of the large cohort that reported no
corporation-tax liability.!! In 2017, some 160,000'? companies filed CT returns; by 2023 the number had grown
to 214,390. Throughout this period, between 55% and 61% of all filers — roughly 98,000 to 119,000 companies
each year — had no CT liability. This consistency indicates that a significant proportion of companies in Ireland
report no CT liability, even as the overall corporate population has expanded by more than 50,000 entities. The
number of companies refers to the number of unique filers in a year. If a company files twice within a year, this is
only counted once. Companies can be liable in one year and may be non-liable for CT in another — hence
companies can move in and out of this state. Later, Table 3 (see page 36) on persistency examines those that are
persistently nil-liable to CT, however, the main focus of the paper will be on those who are nil-liable within a
given year.

The composition of nil-liable companies by trading status has remained relatively stable. In 2017, profit-making
trading companies'® represented 25% of nil-liable companies (24,833 companies), loss-making traders 37%
(36,536 companies), and non-trading entities 38% (37,142 companies). By 2023, the distribution shifted slightly:
profit-making traders accounted for 22%, loss-making traders 41%, and non-trading companies 37%. The shift
towards loss-making companies after 2019 aligns with broader economic trends, particularly the impact of the
COVID-19 pandemic in 2020, when both loss-making and non-trading companies increased to 38% each as
trading activity was disrupted.

From an ownership perspective, the nil-liable population is dominated by Irish-owned multinational and domestic
companies, ' accounting for over 90 % of all cases in each year and this split is similar in nature across profit-
making, loss-making and non-trading companies. Foreign-owned companies — although only a small minority —
account for a significant portion of total trading profit.'> In 2020, nil-liable companies reported combined trading
profits of €24.3 billion, '® rising to €29.1 billion by 2023 as post-pandemic recovery took hold.

The employment data,!” drawn from Revenue’s PAYE Realtime records, show the economic significance of this
cohort. Employments among all CT-filing companies rose from 2.19 million in 2017 to 2.89 million in 2023, while
employments in nil-liable companies increased from 653,000 to 732,000 over the same period. Consequently, nil-
liable companies consistently supported 25 — 30 % of total employment, with most of these employments in profit-
making companies.

10 Not every form of investment will qualify for capital allowances claims.

! CT Liability refers to those who have tax due greater than 0. Companies with no or nil CT liability refers to those with a corporation tax due
number of less than or equal to 0.

12 The figures in the text are rounded; exact figures are provided in the tables.

13 As defined above — Profit-making trading companies refer to ones where tax adjusted profits (i.e., excluding non-tax deductible expenses
such as depreciation) before capital allowances > 0.

14 A foreign-owned multinational is defined as a company that is ultimately owned abroad by a multinational group and where the overall
group operates in more than one country. An Irish-owned multinational is a company that is ultimately owned by a multinational group in the
Republic of Ireland and where the group operates in more than one country. A domestic company is not part of a group that operates in more
than one country.

15 This refers to profits before capital allowances as defined on the CT1 form.

1¢ Tn 2022, over 90% of profit-making nil -liable CT companies earned trading profits less than €1m.

"7 This analysis takes all companies who had no liability to CT and analyses the employment (jobs) associated with these companies on an annual
basis. As such, the employment count is not a head (employee) count as an individual may work for more than one employer during the year.
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The payroll and other taxes of this nil-liable cohort is equally significant: gross pay'® rose from €15bn in 2017 to
€20bn in 2023. This employment and pay levels translate directly into substantial payroll tax contributions.'® In 2023,
employees in nil-liable companies paid €4bn in PAYE income tax,?’ €736m in USC, and €2.5bn in PRSI,?!
representing 22% of all PAYE IT, USC, VAT and PRSI?? paid by employees of CT-filing companies. When looking
at broader payroll-related and VAT taxes, nil-liable employers consistently contributed between 26% and 29% of all
mentioned taxes from 2017 to 2022, before moderating to 20% in 2023. This pattern shows that, even when these
companies remain nil-liable to CT, they remain an important source of Exchequer revenue through payroll channels.

From a policy perspective, this highlights a structural feature of the tax system: a significant portion of the
corporate sector may contribute little or no CT due to losses, capital allowances or sectoral characteristics, yet still
plays a major role in sustaining employment, wage growth and payroll tax receipts.

Taken together, the data in Table 1 reveal a dual structure within Ireland’s corporate sector. The majority of nil-
liable companies are small domestic enterprises that generate limited profits or remain inactive, reflecting market
churn. Alongside them is a smaller cohort of large, capital-intensive companies — often in leasing, manufacturing,
and ICT — that record significant profits but adjust those profits for losses carry-forward and capital-allowance
claims for qualifying capital expenditure incurred, indicate that the nil-liable population is not homogeneous. The
persistence of a 55-61% nil-liable share, combined with steady employment and fluctuating trading profits,
highlights the resilience of Ireland’s enterprise base.

Beyond these summary statistics, the persistence of nil-liability across years also reflects underlying business
dynamics, and the cyclical nature of investment in capital intensive companies. Many companies appear in the
CT system enter and exit or remain registered despite low or no profits, which contributes to the consistently high
nil-liable share. Administrative and structural factors — such as dormant company registrations, short-lived start-
ups, and entities established for holding or restructuring purposes — inflate the population of active CT filers
relative to those generating sustained taxable profits.

The age and sector breakdown of nil-liable companies in 2023 shows structural differences across non-trading,
loss-making, and profit-making trading companies (Table 2). Non-trading companies (44,338) are the oldest
group, with 26% over 20 years old and 31% aged 10-20 years, while only 24% are newly established. Looking
to loss-making traders (48,778): 45% are under 10 years old, 31% fall between 10 and 20 years, and 24% are over
20 years. Profit-making traders (25,892) are the youngest cohort, with 54% aged 0—10 years and only 20% above
20 years. Sectoral patterns mirror these differences. Non-trading companies are concentrated in Financial and
Insurance activities (12,911) — a sector that includes investment holding companies, treasury centres , and
insurance intermediaries — as well as Real Estate (4,818) and Professional Services (5,111), which typically cover
consultancy, accountancy, and legal companies. Loss-making traders are most numerous in Professional Activities
(7,910), Construction (7,069) and Wholesale & Retail (6,909), sectors that include small contractors, retailers, and
service-based companies. Profit-making traders show similar clustering, led by Wholesale & Retail (4,142) and
Professional Activities (3,869), alongside Construction (3,511) and Admin & Support (2,848). Admin & Support
is a sector typically dominated by Aircraft Leasing.

Overall, the data indicates that nil-liable companies span a wide range of ages and reflect the underlying structure
of the Irish enterprise base. Older companies dominate the non-trading group, loss-makers are distributed across
all ages, and profit-makers tend to be younger and concentrated in the service, retail, and construction sectors.
This pattern is consistent across prior years.

These employment and structural characteristics provide important context for understanding the persistency
patterns observed in later years. The fact that such a large share of companies report no CT liability — while still
accounting for up to 30% of total employment — highlights the diversity of company types within the nil-liable
group. The persistency results that follow quantify these dynamics and illustrate how often companies transition
into or out of CT liability.

'8 Throughout the paper, gross pay refers to the gross income recorded on payslips. It refers to income before pension contributions and other
deductions are subtracted. It primarily refers to employment income but can include income from occupational pensions, which are also subject
to PAYE taxation.

19 Some of these companies may have employments returned by a group remitter for PAYE.

2 The income tax and USC rates, bands and credits have changed during this period. All else equal these policy changes would reduce tax
receipts but increases in gross pay and employment have strongly worked to increase tax receipts in aggregate over the period.

2! Includes Employee and Employer Contributions.

22 Other taxes are a combination of income tax, USC and PRSI and VAT.
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Table 1: CT-Filing and Nil-Liable Companies: Key Characteristics, 2017-2023

Year | CT-Filing Nil-Liable Nil- Foreign- Irish Profit- Loss- Non- Total Employment | Employment Nil-Liable Gross | Other

Companies | Companies | Liable | Owned MNE Making | Making | Trading | Trading —AllCT —Nil-Liable | Employment | Pay— | Taxes

Share (%) and Trading | Trading (%) Profit — Companies (000) Share (%) Nil- — Nil-

(%) Domestic (%) (%) Nil- (000) Liable | Liable

(%) Liable (€bn) (€EM)

(€ bn)

2017 160,226 98,511 61 3 97 25 37 38 23.9 2,187 652.8 30 15.0 4.9
2018 165,113 98,352 60 4 96 25 38 37 25.1 2,334 685.2 29 16.6 5.7
2019 164,427 95,254 60 4 96 25 38 37 21.7 2,366 643.5 27 16.8 5.6
2020 180,357 104,963 58 7 93 24 38 38 243 2,337 704.7 30 17.9 6.1
2021 191,226 106,600 56 9 91 24 38 38 26.9 2,568 667.3 26 19.1 6.8
2022 201,061 112,162 56 6 94 22 40 39 25.8 2,850 747.5 26 21.5 7.6
2023 214,700 119,008 55 5 95 22 41 37 29.1 2,886 731.8 25 20.5 9.0
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Table 2: Profile, Age and Sector of Companies with No CT Liability in 2023

Age Distribution Top Sectors (with Ownership Status
company counts)®

Non-Trading * 0-5 yrs: 10,457 * Financial & Insurance: * 94% of companies: Irish
(44,338) (24%) 12,911 Multinational and Domestic

* 5-10 yrs: 8,292 * Real Estate: 4,818 * 6% of companies: Foreign Owned
(19%) * Professional Activities: Multinational
* 10-15 yrs: 9,028 5,111
(20%)  Construction: 4,519
* 15-20 yrs: 4,960 |« Wholesale & Retail: 3,893
(11%)
* 20+ yrs: 11,745
(26%)

Loss-Making * 0-5yrs: 11,052 * Professional Activities: * 97% of companies: Irish
Trading (22%) 7,910 Multinational and Domestic
(48,778) *5-10 yrs: 11,075 * Construction: 7,069 * 3% of companies: Foreign Owned

(23%) *Wholesale & Retail: 6,909 Multinational
* 10-15 yrs: 9,496 « ICT: 4,499

[7)

(19%) *Financial Activities: 3,771
* 15-20 yrs: 5,260

(11%)
* 20+ yrs: 11,895

(24%)

Profit- * 05 yrs: 7,357 * Wholesale & Retail: 4,142 * 94% of companies: Irish
Making (28%) « Professional Activities: Multinational and Domestic
Trading * 5-10 yrs: 6,704 3,869 * 6% of companies: Foreign Owned
(25,892) (26%) « Construction: 3,511 Multinational

* 10-15 yrs: 3,700 |« Admin & Support: 2,848
(14%9) « ICT: 1,926
* 15-20 yrs: 3,034
(12%)
* 20+ yrs: 5,097
(20%)

Persistency of CT Companies — Entry and Exit

The persistency table provides a comprehensive picture of how companies interact with the corporation tax system
over time. Between 2017 and 2023, a total of 96,914 unique companies filed a CT return in every one of the seven
years, but their tax outcomes varied substantially in persistence. Around 22,542 companies consistently had a CT
liability, forming a stable core of profitable companies. In contrast, 25,325 companies — just over one quarter of
all unique filers — reported no CT liability in every year, reflecting a combination of no profitability, the use of
loss reliefs or capital allowances, and a significant cohort of non-trading or dormant companies. The largest group,
49,047 companies, fluctuated between nil-liable and tax-liable positions.

Ofthe 25,325 companies that were consistently nil-liable over the seven-year period, only 1,656 were consistently
profit-making trading companies with taxable income averaging €270m over the period, while 5,027 were
consistently loss-making traders and 8,211 were consistently non-trading entities. An additional 10,431 companies
moved between profit and loss, reinforcing the view that much of the nil-liable population is characterised by the
underlying economic conditions. Corporate structure also plays a role: nearly 4,000 were located within corporate
groups and were persistently nil-liable.

Looking to the geographic and sectoral composition, 33,000 were in Dublin?* and more than 11,000 in Cork,
together accounting for nearly half of all unique companies that filed a CT return in every one of the seven years.

2 The proportional distribution is similar in previous periods also.
24This is on the basis of "bailiwick", meaning, in this case, the jurisdiction or boundaries within which Revenue Sheriffs, County Registrars or
their officers operate for the purposes of enforcement of tax debt and which equates geographically with "county". Companies are associated
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Among the consistently non-trading companies, the dominant sectors were Finance and Insurance (3,335
companies) and Real Estate (1,358 companies) — both of which include a high number of holding companies,
investment vehicles, and property-related entities. Consistently loss-making companies were most prevalent in
the Professional and Scientific sector (716 companies) and Construction (770 companies), sectors.

Table 3 also highlights the dynamics of companies moving between profitability states. Each year, between 1,850
and 2,250 companies returned to profit after being loss-making. These annual transitions illustrate that a portion
of the nil-liable population moves in and out of positive trading conditions. The transition probability matrix
reinforces this stability. Companies tend to remain in their existing tax position — nil-liable or tax-liable — with
high probabilities of 80—85% each year. Movement out of non-liability occurs for roughly 15-19% of nil-liable
companies annually, while a similar share of previously tax-liable companies fall back into nil-liable status,
reflecting both economic conditions and the use of loss carry-forwards and capital allowances.

With 25,325 companies persistently nil-liable for CT and a further 49,047 moving in and out of liability, more
than three-quarters of all unique filers do not contribute consistently to CT revenues. At the same time, the high
probability that companies remain in their existing tax position — 80-85% each year — suggests that these patterns
are deeply embedded rather than temporary fluctuations. Much of this reflects the structure of the enterprise base:
long-standing non-trading entities in Finance and Real Estate, thousands of small companies with recurring losses
in Construction and Professional Services, and a relatively small group of consistently profitable trading
companies. For policymakers, the figures underline that the CT base is supported by a relatively small and stable
core of profitable companies, while a large peripheral population generates limited or no taxable income.

Profit Trading Companies

In Ireland, companies are generally required to pay a standard corporation tax rate of 12.5%2 on trading income,
which is income generated from carrying out an active trade.?® Non-trading income, such as earnings from
investments or rental activities, is taxed at a higher rate of 25%.

Table 4 shows that between 2017 and 2023, a distinct group of profit-making companies in Ireland consistently
recorded no corporation tax liability, despite generating substantial trading profits. In 2017, this cohort earned €22
billion, representing 14% of total trading profits. By 2023, profits had risen to nearly €28 billion, although their
share of total trading profits declined to 8%. This indicates that while these companies remained highly profitable,
the overall CT cohort expanded faster than the nil-liable cohort, slightly reducing their relative contribution.

Ownership patterns reveal a strong dominance of foreign multinationals, which consistently contributed the largest
portion of nil-liable profits. Their share rose from 48% in 2017 to a peak of 66% in 2020, before declining to
52% in 2023. Irish-owned multinationals played a smaller but increasingly important role, rising from 13% in
2017 to 30% in 2023, explained by increasing profits in the Financial and Insurance and Administrative and
Support sectors. Domestic companies accounted for the remainder, fluctuating between 18% and 49% over the
period. These trends show profit-making companies, who have no liability to CT, are concentrated in multinational
companies, particularly foreign-owned, while domestic companies contribute a stable but smaller share.

The age distribution of nil-liable companies highlights a mix of mature and younger businesses driving profits.
Companies aged 0-5 years represented between 8% and 14%, while companies aged 5-10 years accounted for
14-29%, and 10—15-year-old companies contributed 14—28%. Older companies, particularly those over 20 years,
remained a substantial source of profits, reaching a peak of 37% in 2022. This illustrates that both long-established
companies and mid-aged companies are central to the profit-making cohort who end up in a nil-liable CT position.
Examining the data across years shows subtle shifts in both ownership and age composition. The impact of the
COVID-19 pandemic is visible in 2020, when foreign multinationals’ share of nil-liable profits jumped to 66%,
and domestic companies’ share fell to 20%, indicating that global multinationals were more resilient. However,
by 2023, the distribution had largely stabilized, with foreign multinationals at 52% and domestic companies at
27%. Overall, the data demonstrates that a relatively small cohort of companies — dominated by foreign
multinationals and including a range of company ages — accounts for a significant portion of Ireland’s trading
profits while remaining nil-liable to CT.

on the tax record with the county address of the head-office or branch with which contact is established for tax purposes, which may be different
to the city or county addresses of other branches.

5 Certain trades are "excepted trades" and are taxed at 25%. A reduced rate of 12.5% also applies to certain foreign-sourced dividends, where
they are paid out of trading profits of certain qualifying territories. Dividends and other distributions paid from one Irish resident company to
another are generally exempt from corporation tax.

26 The reader is reminded that “profits” is taken from the corporation tax return and is profits per accounts as adjusted for items such as adding
back non tax-deductible depreciation. This figure is before capital allowances, which is the way in which relief is given through the tax system
for capital expenditure on certain capital assets and is therefore the equivalent of ‘tax depreciation’. Under the tax code, trading income for CT
purposes is calculated net of capital allowances (as they are treated as trading expenses in computing that income).
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Table 3: Persistency of Corporation Tax Positions, Sector Profiles, Transitions and Probabilities (2017-2023)

Category Variable Counts
Total Unique CT Filers (2017-2023) Companies 96,914
Persistency of CT Liability Consistently CT-liable 22,542
Consistently nil-liable 25,325
* Consistent profit-making traders 1,656
* Consistent loss-making traders 5,027
* Consistent non-trading companies 8,211
* Fluctuated between profit & loss 10,431
Fluctuated between liable & nil-liable 49,047
Group Structures Unique Companies in corporate groups | =15,000 (across 3,000 groups)
Consistently nil-liable & in groups =4,000 (across 1,500 groups)
Geographic Distribution Dublin 33,056
Cork 11,182
Remaining counties 52,676
Sector Profile (Consistent Non-Trading) Finance & Insurance 3,335
Real Estate 1,358
Professional & Scientific 733
Construction 638
Sector Profile (Consistent Loss-Making) Finance & Insurance 1,030
Professional & Scientific 716
Construction 770
Real Estate 437
Loss — Profit Transitions 2018 2,121
2019 2,167
2020 2,150
2021 2,255
2022 1,858
2023 1,901
Transition Probabilities (Nil < Liable)?’ 2017-2018 Nil—Nil 82.14%
2017-2018 Tax—Tax 83.78%
2018-2019 Nil—Nil 83.69%
2018-2019 Tax—Tax 84.29%
2019-2020 Nil—Nil 83.35%
2019-2020 Tax—Tax 81.81%
2020-2021 Nil—Nil 80.98%
2020-2021 Tax—Tax 85.32%
2021-2022 Nil—Nil 83.99%
2021-2022 Tax—Tax 83.24%
2022-2023 Nil—Nil 85.37%
2022-2023 Tax—Tax 82.62%

%" Probabilities are all expressed as a share of companies who were nil-liable for CT in 2017
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Table 4: Trading Profits of All CT Companies and Profit-Making Companies with No CT Liability, 2017-2023

Year | Total Trading Profit-Making % of Foreign Irish Domestic 0-5 yrs 5-10 yrs 10-15 yrs 15-20 yrs 20+ yrs

Profits: All CT Companies Trading Total Multinational: Multinational: Trading Profits: (EM /%) (EM /%) (EM /%) (€EM /%) (EM /%)

companies Profits: No CT Trading Profits Trading Profits (€M /%)
(€EM) Liability (€M) (€M /%) (€M /%)

2017 167,090 22,920 14% 10,714/48% 2,697/12% 9,509/43% 4,564/ 20% 5,246 /23% | 4,273/19% | 4,600/20% | 4,237/18%
2018 190,890 24,626 13% 12,773/52% 2,678/11% 9,173/37% 3,180/13% 6,818 /28% | 4,070/17% | 5,158 /21% | 5,397/22%
2019 203,815 20,972 11% 9,149/44% 2,025/10% 9,796/47% 3,068 /15% 5,430126% | 2,875/14% | 5,408 /26% | 4,190/20%
2020 199,261 23,867 12% 15,737/66% 3,433/14% 4,697/20% 2,012 /8% 5,80124% | 6,576/28% | 4,456 /19% | 5,020/21%
2021 256,887 25,847 10% 16,920/65% 2,704/10% 6,222/24% 4,963 /19% 7,368/29% | 3,786/15% | 3,551/14% | 6,179/24%
2022 317,450 23,728 8% 13,549/57% 3,449/15% 6,730/28% 2,194 /9% 3,275/14% | 3,013/13% | 6,351/27% | 8,894/37%
2023 309,050 27,969 8% 14,543/52% 5,873/21% 7,551/27% 3,906/ 14% 7,785/28% | 5,000/18% | 3,538 /13% | 7,738/28%
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Figure 1 highlights trading profits across major sectors from 2017 to 2023. Administrative and Support Services
consistently generate the highest profits by a wide margin. This sector — strongly influenced by aircraft leasing —
remains above €10 billion in every year shown, peaking around 2019 before dipping slightly in 2020 and then
rising again toward 2023.

Manufacturing is the second-largest contributor to trading profits, showing steady and robust performance over
the period. Profits remain in the €5—6 billion range for most years, with a noticeable dip in 2022 followed by
recovery in 2023. This stability reflects the strength of manufacturing in Ireland, particularly pharmaceuticals and
computer hardware, which continued to generate substantial profits even during periods of economic disruption.
Meanwhile, Financial and Insurance activities show an upward trend, growing from around €3 billion in 2017 to
over €6 billion by 2023.

By contrast, sectors such as Wholesale and Retail, ICT, and the Remaining Sectors group show more modest
levels of trading profit. Wholesale and Retail exhibits moderate fluctuations, with growth in 2020 and 2021 but
lower levels in other years. ICT profits remain comparatively small throughout the period, as many companies in
the sector are small scale technology and software companies. The Remaining Sectors category grows gradually
over time but remains significantly below the major profit-generating sectors. Overall, the graph highlights the
concentration of profitable companies, who have no liability to CT, in a few industries with other sectors
contributing steadily but at much lower levels.

Figure 1: Trade Profit Earned by Profit-Making Trading Companies with No CT Liability

14,000.00
12,000.00
10,000.00
8,000.00
=
W
6,000.00
4,000.00
. = u I u I I i n
2017 2018 2019 2020 2021 2022 2023
B Manufacturing B Wholesale and Retail ICT

Financial and Insurance B Admin and Support B Remaining Sectors

Loss-Making and Non-Trading Companies

Loss-making companies as per the corporation tax return? (i.e. companies with tax adjusted profits before capital
allowances less than zero), may need to make an adjustment for balancing charges. A balancing charge adjusts for
capital allowances previously claimed on the cost of an asset when that asset is sold or otherwise disposed of for
more than its tax written down value, ensuring that a company does not receive more allowances than the cost
incurred on the asset by the company. These balancing charges may increase taxable profits and where appropriate
may decrease the taxable loss. Balancing charges have fluctuated significantly across the period, ranging from
€251 million in 2020 to almost €1.7 billion in 2022. In practice, almost 2,000 companies in the Administrative
and Support Services sector — dominated by aircraft leasing — explain a large proportion of the balancing charges
on the CT1 form in recent years.

Profits earned by companies carrying on an excepted trade remain relatively modest throughout the period, never
exceeding €373 million. This profit can arise due to activities such as the extraction of mineral resources.

8 Trading profits is trading profits as per the CT1 — Profits before Capital allowances < 0.
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The “Other Income and Gains” category?’ is far more substantial, ranging from €1.6 billion in 2018 to €7.2 billion
in 2021 (Table 5). More than 50% of this income is generated by non-trading companies within the finance and
insurance sector, highlighting the prominence of investment returns, foreign dividends, and realised gains on
financial assets.

Table 5: Loss-Making and Non-Trading Companies with No CT Liability: Selected Income Measures,

2017-2023

Year Loss-Making Non-Trade Companies: No | Loss-Making and Non-Trading
Companies: No CT CT Liability: Excepted Companies: No CT Liability:
Liability: Balancing Trading profit (EM) Other Income and Gains (€M)

Charges (€M)

2017 703 299 3,161

2018 413 142 1,594

2019 696 119 2,695

2020 251 134 4,674

2021 720 287 7,221

2022 1,691 373 3,957

2023 957 185 4,747

How to Get From Trading Profit to Taxable Income

Combining information from profit-making companies in Table 4 with information on balancing charges from the
loss-making and excepted profits from non-trading cohort in Table 5, we arrive at a condensed Table 6 showing
how profit, loss-making and non-trading companies combined end up in a nil-liable position. Table 6 shows that
companies with no CT liability generate substantial levels of trading profit each year, with trading profits ranging
from €21.8 billion in 2019 to €29.1 billion in 2023. Despite this sizeable profit base, the vast majority is offset by
deductions and allowances. Total deductions closely track trading profits — €20.1 billion in 2019, €24.0 billion in
2021, and climbing to €27.3 billion in 2023 — indicating that most of the trading profit is reduced before taxable
income is calculated. The alignment between trade profits and deductions highlights how the structure of tax
reliefs, particularly capital allowances, which are the way in which the tax system provides relief for investment
in certain capital assets®® and losses forward,’! effectively determines final tax outcomes.

Capital allowances are the single largest deduction in most years. They reached €16.0 billion in 2021, the highest
in the period, and remained substantial at €12.5 billion in 2023. This pattern reflects ongoing large-scale
investment in assets such as aircraft, manufacturing equipment and other plant and machinery. The figures for
trade losses forward utilised, which is made up of losses carried forward*? from a previous accounting period,
drops to €4.7 billion in 2020, but rising sharply to €11.8 billion in 2023. This increase suggests that a large pool
of previously accumulated losses became usable as profitability increased, consistent with the policy principle
that trading losses can be offset in future profitable periods against profits from the same trade.

Other income and gains are made up of certain foreign dividend income, rental income33 as well as chargeable
gains, vary considerably reaching €7.7 billion in 2021 and stabilising at €5.9 billion in 2023. Much of this income
is attributable to non-trading companies in sectors such as finance and insurance. Other deductions which include

¥ This is composed of foreign dividend income, rental income and other income.

3% This applies where that capital investment is used to generate future income. Normal principles of commercial accounting allocate capital
investment, but not all, over accounting periods depending on the accounting policy adopted within the confines of the accounting framework.
The tax system seeks to do something similar within the confines of the rules on capital allowances.

31 Trade losses forward will include any unused capital allowances on plant and machinery used for the purpose of the trade (but do not include
capital allowances on specified intangible assets). Current year trading losses can also be offset against current year trading profits and those
of the preceding year. However, the “amount” of losses carried back is significantly lower than the amount of losses forward utilised and this
paper therefore does not consider the impact of those current year trading losses.

32 These losses carried forward recognises that business have peaks and troughs in profitability over the life of a trade and therefore relief for
losses in prior years is allowed in future years where the trade is profitable.

3 Non-resident corporate landlords became subject to Irish CT on Irish rental income from 2022, whereas previously it would have been
subject to income tax.
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group relief, excess rental allowances,** relief under section 2473 and expenses of management,3® remain smaller
but steady ranging between €1.3 billion and €1.9 billion. After accounting for all these factors, taxable income
falls to a fraction of trading profits, ranging between €2.2 billion in 2018 and €9.1 billion in 2021.

The tax ultimately due before credits reflects this reduced base, varying from €320 million in 2018 to €1.35 billion
in 2021. However, policy-driven reliefs — such as the R&D tax credit and relief for losses on a value basis — fully
eliminate the liability each year. Credits exceed the gross tax due in every year, for example €1.85 billion in credits
against €961 million in gross tax in 2023, resulting in a nil-liable CT position. The table therefore demonstrates
not only how deductions reduce taxable income but also how tax credits complete the transition from positive
taxable income to elimination of final tax liability. This highlights the importance of understanding both sides of
the corporate tax base — allowances that reduce income and credits that reduce liability.

Table 6: Profit, Deductions, Income and Tax Qutcomes, 2017-2023 (€ million)

(€ Million) 2017 2018 2019 2020 2021 2022 2023
Trading Profits’’ 23,923 | 25,181 | 21,786 | 24,251 | 26,853 | 25,792 | 29,112
Total Deductions3® -20,244 | -23,534 | -20,103 | -21,784 | -24,030 | -22,947 | -27,254
— Capital Allowances -9,055 | -13,937 | -11,590 | -14,124 | -16,027 | -12,703 | -12,543
— Trade Losses Forward -8,327 -7,416 -6,053 -4,694 -5,897 -7,462 | -11,764

— Current Year Losses -231 -137 -115 -88 -237 -837 -229
Income & Gains +3,773 +1,966 +3,330 +5,094 +7,672 +4,441 +5,905
Other Deductions -3,413 -1,428 -1,301 -1,524 -1,349 -1,587 -1,926

Taxable Income 4,039 2,185 3,713 6,038 9,146 5,698 5,837

— Taxable Income @ 12.5% 3,101 1,817 3,424 3,194 7,464 5,096 3,985

— Taxable Income @ 25% 938 368 288 2,843 1,681 601 1,852
— Taxable Income @ 33% 0.2 0.7 0.2 0.1 - - -
Gross Tax Due 622 320 500 1,110 1,354 787 961
Reliefs / Credits / Refunds® 1,020 781 985 1,683 2,180 1,983 1,854
Tax Paid -398 —461 —485 -573 -826 -1,196 -893
Capital Allowances

Capital allowances — effectively tax depreciation — are the mechanism through which businesses obtain relief for
the cost of acquiring qualifying capital assets. Rather than allowing the full deduction upfront, these deductions
spread the tax relief, associated with the cost, over several years rather than giving relief in the year the asset is
acquired. For example, plant and machinery typically qualify for allowances of 12.5% per year over eight years,
while industrial buildings are ordinarily written off at 4% per year over 25 years. Specified intangible assets*’

34 Excess rental allowances arise where a company’s rental capital allowances for a property exceed the company’s rental income for that
property, the excess allowances can be used in the first instance against income arising from other rental properties of the company, and then
against the current and prior year profits of the company, or the current year property rental income of group companies. Any remaining excess
may be carried forward by the company and offset against that company’s rental income in future periods.

35 This is a provision under which a company may obtain relief as a charge on income for interest on loans. The relief applies where the
company uses the funds borrowed to acquire shares in or lend money to certain related companies.

3¢ Investment companies can deduct current year management expenses and/or excess management expenses carried forward from earlier
periods in computing total profits. Alternatively, management expenses can be surrendered to other group companies under group relief
provisions.

37 This includes balancing charges from loss-making companies and excepted profits from the non-trading cohort.

38 This is made up of capital allowances, trade losses carried forward, current year losses, as well as Trade charges and group relief.

39 Unfortunately, the data does not allow for a further split of this into R&D.

40 Claims for capital allowances on specified intangible assets are subject to additional requirements compared to those on tangible assets. One
important element of the tax code is that capital allowances for specified intangible assets can only be deducted from trading income that is
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may qualify for relief either at the amortisation rate used in a company’s accounts or, alternatively, on a straight-
line basis over 15 years.

Table 7 breaks down capital allowances used by sector, showing the dominance of the Administrative and Support
sector. This sector accounted for over 60% of capital allowances used over the period in question. The
Manufacturing sector varied in dominance over the years, while the peak in capital allowances used by remaining
sectors in 2021 and 2022 may relate to the Finance & Insurance sector as well as the Wholesale & Retail sector.
In 2023, over €6bn of the €12bn capital allowances used can be explained by Foreign-owned multinationals, with
Irish-owned companies accounting for the remainder.*!

Table 7: Breakdown of Capital Allowances used by Economic Sector (€ Million)

2017 2018 2019 2020 2021 2022 2023
Administrative and 7,329 8,599 8,972 8,405 8,747 8,008 7,396
Support
Manufacturing 794 1,928 1,330 2,305 1,397 1,626 2,332
Remaining Sectors 932 3,410 1,288 3,413 5,883 3,068 2,814
Total 9,055 13,937 | 11,590 | 14,123 16,027 12,702 12,542

Trading Losses Forward

Companies that incur a trading loss in one year are permitted to carry that loss forward to offset against profits
from the same trade arising in future years, with these losses being offset against the first available profits until
they are used up. Trading losses forward will include any unused capital allowances on plant and machinery from
prior years (but do not include capital allowances on specified intangible assets). There is no time limit for carrying
forward these trading losses.*? As Table 6 shows that €11bn of losses carried forward were used by profit-making
trading companies in 2023, underscoring the significance of accumulated historical losses in determining current-
year tax liabilities. Looking to ownership, over €3bn of these losses could be explained by Foreign-owned
multinationals in 2023, with the remaining €8bn dominated by Irish-owned companies.

The Administrative and Support Services sectors (45%), which is dominated by aircraft leasing companies, as
well as the Finance and Insurance sector (42%) accounted for the majority of all trade losses used by profit-making
trading companies in 2023. In the Financial and Insurance sector, banks often carry forward historical losses,
especially those incurred during the Great Recession, while aircraft leasing companies often generate fluctuating
profits and losses depending on market conditions. Figure 2 below shows a time series of losses forward in the
Financial and Insurance sector over time and gives an indication of how the sector is performing. After a dip in
2020 associated with COVID-19, the sector recovered with losses forward used of €4.5bn in 2023. This continued
utilisation demonstrates how legacy losses can influence corporate tax receipts many years after the losses were
originally generated, while the persistence of these historical losses highlights the long-term fiscal impact of
economic downturns.*

directly linked to the use of these specific assets. In addition, capital allowances and interest deductions relating to the acquisition of specified
intangible assets is limited to 80% of the trading profits of the IP trade for specified intangible assets acquired on or after 11 October 2017.
Where some or all of the capital allowances otherwise available for an accounting period are unallowed, due to either insufficiency of relevant
trading income or because of the application of the 80 per cent cap, the excess allowances will be carried forward and added to any allowances
which are available for offset against trading income of the relevant trade for the next accounting period, and so on for each succeeding
accounting period.

4 The amount of capital allowances in respect of intangible assets reported as unused in the whole economy on 2023 returns by companies
and available for carry forward (including amounts carried forward from earlier periods) into 2024 is €102 billion.

42 The above provisions also apply to companies carrying out an excepted trade. Those companies can offset a trading loss against their total
profits for the same period in which the loss arose and their total profits of the immediately preceding accounting period.

43 The amount of losses forward available to be carried forward into 2024 is €260bn. This is for the economy as a whole.
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Figure 2: Losses Forward Used: Finance and Insurance sector

5,000.00
4,500.00
4,000.00
3,500.00
3,000.00

2,500.00

€ Million

2,000.00
1,500.00
1,000.00

500.00

2017 2018 2019 2020 2021 2022 2023

e Financial

3. EMPLOYMENT AND LABOUR MARKET CONTRIBUTION

Throughout this section, the term Employments is used, as individuals can have multiple employments across
different companies during the year and the focus of the paper is at the company level. Real-time payroll reporting
to Revenue, on which employment data is based, will be made by the person or entity who pays the employee
(employer). In group situations, this may be a single group company, who then re-charges the employment costs to
the other group entities who are the actual employers. As such, in interpreting the data for specific cohorts, the number
of employees reported by a company may be understated due to employees of that company being included in the
PMOD return of another company or may be overstated due to that company including the employees of another
company in its PMOD return. Directors of companies are included in the data.

Table 8 shows median pay,** employment, and gross pay among companies with no corporation tax (CT) liability
from 2017 to 2023, segmented into Profit-Making Trading Companies, Loss-Making Trading Companies, and Non-
Trading Companies. Across this period, median pay consistently shows that profit-making trading companies pay
close to the minimum wage, rising from €18,337 in 2017 to €22,444 in 2023. Loss-making trading companies®
follow a similar trajectory, with pay increasing from €17,216 to €20,365, while non-trading companies consistently
report lower median pay, though their median increased notably in 2021 to €18,694. The sharp declines in median
pay for all company types in 2020 reflect the disruption caused by the COVID-19 pandemic.

Employment trends reveal that profit-making trading companies account for the largest shares of employment in
most years, though their share declined slightly in 2020 and again in 2023, reflecting 48.6% of total employment in
2023. In contrast, loss-making trading companies have steadily expanded, employing 43.0% of total workers in 2023,
surpassing the non-trading cohort, which consistently accounts for the smallest share of employment at around 8—
10%. Total employment among companies with no CT liability grew from 652,813 in 2017 to 731,382 in 2023,
representing a 12% increase over the period.

Gross pay follows a similar pattern, with profit-making trading companies contributing the largest share of total
payroll, accounting for approximately 56—61% of total gross pay among nil-liable companies in most years. Loss-
making trading companies’ share of gross pay grew steadily, reaching 37.0% in 2023, while non-trading companies
contributed less than 10% of total gross pay each year. The total gross pay across all companies with no CT liability
rose from €15 billion in 2017 to €20.5 billion in 2023, indicating steady growth in compensation across the sector.
Overall, the data highlights that companies with no CT liability play a significant role in employment and payroll
distribution, with profit-making trading companies leading in pay and total compensation, while loss-making trading
companies have grown in both employment and gross pay. Non-trading companies remain a smaller cohort in both
employment and payroll contributions.

41t should be noted that the number of hours worked is not available in the payroll submissions to Revenue, but it is likely that the data include
many employees who worked part-time hours and/or on a temporary basis.
4 These ‘Employments’ may not be full time E.g., the directors who are directors of many companies.
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Table 8: Gross Pay and Employment in Companies with No CT Liability, 2017-2023

Year | Median Median Median Median | Employment: | Employment: | Employment: | Employment: Gross Gross Gross Gross
Pay: Pay: Pay: Pay: Profit- Loss-Making Non-Trading Total Pay: Pay: Pay: Pay:
Profit- Loss- Non- All Making Company Company Nil-Liable Profit- Loss- Non- Total
Making Making Trading Company Nil-Liable Nil-Liable Making Making Trading €M
Company | Company | Company Nil-Liable Company | Company | Company
Nil-Liable | Nil-Liable | Nil-Liable Nil-Liable | Nil-Liable | Nil-Liable
€M €M L |

2017 18,337 17,216 14,091 19,147 354,627 231,945 68,747 652,813 8,570 5,063 1,213 15,010
(54.3%) (35.5%) (10.5%) (57.1%) (33.7%) (8.1%)

2018 18,911 17,996 15,000 19,842 376,850 239,594 68,711 685,155 9,773 5,344 1,574 16,691
(55.0%) (35.0%) (10.0%) (58.5%) (32.0%) (9.4%)

2019 19,696 18,934 15,686 20,700 352,539 223,616 67,341 643,496 9,826 5,442 1,538 16,805
(54.8%) (34.8%) (10.5%) (58.5%) (32.4%) (9.2%)

2020 15,328 13,159 14,397 16,385 321,816 279,391 103,509 704,716 8,779 6,496 2,653 17,928
(45.7%) (39.6%) (14.7%) (49.0%) (36.2%) (14.8%)

2021 19,263 19,499 18,694 20,287 374,070 229,675 63,550 667,295 11,612 6,002 1,524 19,139
(56.0%) (34.4%) (9.5%) (60.7%) (31.4%) (8.0%)

2022 21,898 20,160 16,818 22,021 380,568 298,581 68,326 747,475 12,256 7,718 1,577 21,551
(50.9%) (39.9%) (9.1%) (56.9%) (35.8%) (7.3%)

2023 22,444 20,365 16,848 22,868 355,461 314,483 61,438 731,382 11,474 7,597 1,441 20,513
(48.6%) (43.0%) (8.4%) (55.9%) (37.0%) (7.0%)
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Table 9 summarises the 2023 employment profile of nil-liable companies by trading status, ownership, sector and
company size. Among profit-making trading companies, domestic companies accounted for the largest share of
employment at 65%, with foreign-owned multinationals contributing 23% and Irish-owned multinationals 13%.
Employment was concentrated in Wholesale & Retail (56,796), Professional, Scientific & Technical Activities
(44,146), Accommodation & Food (43,982), Manufacturing (34,975), and Administrative & Support (34,205). While
the Administrative and Support sector is typically dominated by Aircraft Leasing companies, the employment in the
sector can largely be explained by recruitment and consulting companies, which also operate within the cohort.
Overall, most of the employment was within small and micro companies, which made up 50% of the workforce,
while medium and large companies contributed 28%, and only 2% of companies reported no employment.

For loss-making trading companies, domestic companies again dominated employment, accounting for over 79%,
while foreign-owned and Irish-owned multinationals each represented 11% of total employment. The sectoral
distribution was led by Accommodation & Food (57,243) and Wholesale & Retail (46,041), followed by
Professional, Scientific & Technical Activities (29,051) and Manufacturing (23,214). Nearly half of loss-making
companies (48%) had no employees, while the small and micro segment accounted for 51% of employment.

Among non-trading companies, employment totalled 61,438, with domestic companies representing over 70% of
total employment and foreign-owned multinationals 22%. Employment was concentrated in Accommodation &
Food (12,309), Information and Communication (ICT) (10,391), Financial & Insurance Activities (5,796), and
Professional, Scientific & Technical Activities (5,506). A significant majority of these companies — approximately
85% — had no employees, reflecting the prevalence of holding companies, property management, and other
investment-oriented enterprises.

Across all three company types, the data highlights the sustained importance of domestic companies in the Irish labour
market. Foreign-owned multinationals play a significant role among profit-making and non-trading companies,
contributing between 20% and 23% of total employment, while Irish-owned multinationals have a smaller but notable
presence, especially in trading companies. Looking at it by economic sector, employment remains concentrated in
Accommodation & Food, Wholesale & Retail, Manufacturing, and Professional & Technical Services, with domestic
companies accounting for the bulk of workforce participation in these areas.

Overall, the 2023 employment profile small and micro-sized companies represent a substantial portion of employment,
particularly in loss-making and profit-making trading companies. Non-trading companies continue to employ relatively
few people, reflecting their roles as investment or holding entities rather than active operational businesses.

A split of median pay by profit-making trading companies and loss-making and non-trading companies, who had no
liability to CT is shown in Table 10. The ICT sector leads across all groupings with a median pay of €39,000 among
profit-making trading companies and €34,000 among loss-making and non-trading companies. This was followed by
the Finance and Insurance sector as well as the Professional and Scientific sector, exceeding €30,000 a year. An
exception to this were non trading companies in the Finance and Insurance sector. The Manufacturing sector recorded
the lowest median pay among the four sectors at under €25,000 a year. As is expected, median pays are consistently
lower across the loss-making and non-Trading companies compared to their profit-making counterparts.

Table 11 shows the distribution of pay per employment among profit-making, loss-making and non-Trading companies
in 2023. Looking to the profit-making trading companies shows that the top 10% of workers earned more than €60,000
per year, while the top 25% of employments earned more than €35,000 per year. The median pay at €20,000 per year
showed that half of employments earned less than this while the other 50% earned more.
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Table 9: Employment Characteristics of Companies with No CT Liability, 2023

Category Total Ownership Status Employment by Employment
Employment 2023 Sector 2023 Composition 2023
2023
Non-Trading 61,438 * 76% Domestic » Accommodation & * No Employment:
Companies * 3% Irish Owned Food: 12,309 37,683 (85%)
Multinational * Information & * Remaining: 6,655
* 22% Foreign Communication (ICT): | (15%)
Owned Multinational | 10,391
* Financial &
Insurance: 5,796
« Professional,
Scientific & Technical:
5,506
Loss-Making 314,483 * 79% Domestic * Accommodation & * No Employment:
Trading * 11% Irish Owned Food: 57,243 23,164 (48%)
Companies Multinational » Wholesale & Retail: | * Small and Micro:
* 11% Foreign 46,041 24,703 (51%)
Owned Multinational | ¢ Professional, * Remaining
Scientific & Technical: | (medium/large): 911
29,051 (1%)
* Manufacturing:
23,214
Profit-Making 355,461 * 65% Domestic * Wholesale & Retail: * No Employment:
Trading * 13% Irish Owned 56,796 7,163 (2%)
Companies Multinational * Manufacturing: * Small and Micro:
* 23% Foreign 34,975 17,751 (50%)
Owned Multinational | ¢ Accommodation & * Remaining
Food: 43,982 (medium/large): 978
* Professional, (28%)
Scientific & Technical:
44,146
* Administrative &
Support: 34,205

Table 10: Median Pay among companies with no CT liability, by Economic Sector, 2023

Economic Sector Profit-Making Trading | Loss-Making Trading Non-Trading
Companies Companies Companies
ICT €39,013 €34,568 €34,523
Financial and Insurance €36,000 €32,947 €17,500
Professional Scientific and €37,447 €31,144 €33,395
Technical Activities
Manufacturing €23,247 €22,507 €14,728

46 Micro (<10 persons employed) Small (10-49 persons employed) Medium (50-249 persons employed) and Large (>250 persons employed)
— This follows the CSO definition of firm size from:
https://www.cso.ie/en/releasesandpublications/ep/pbii/businessinireland2020/smallandmediumenterprises/. SME refers to the combination of
the small, medium and micro categories. In the case of micro companies for the purpose of this analysis, it includes companies with between
1 and 10 persons employed.
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Table 11: Distribution of Pay per Employment, 2023

Percentile Median Pay (€): Median Pay (€): Loss- | Median Pay (€):
Profit-Making Companies | Making Companies Non Trading
Companies

90th (Top 10%) €62,694 €60,000 €72,540

75th (Upper 25%) €36,741 €35,418 €38,874

50th (Median - Middle 50%) €22,444 €20,365 €16,848
25th (Lower 25%) €13,101 €11,049 €7,613

10th (Bottom 10%) €7,391 €5,539 €2,802

4. CAPITAL ALLOWANCES AND INVESTMENT ACTIVITY

Companies that have no liability for corporation tax can still be notable investors. This section uses the information
provided by capital allowances claimed on the tax return to give an indication of the overall underlying investment
occurring in the economy by companies that have a NIL liability for corporation tax. The claim figure can provide
valuable economic insight on, broadly speaking, investment patterns in the economy by different asset class and
company type. The numbers referenced in this subsection will differ from the €12bn used capital allowance figure
referenced in Table 7. Not all claims will be used as, for instance, they may exceed the level of trading profit
reported by the company. As such, the claim figure will be higher than the used figure.

Figure 3 illustrates the trends in Plant & Machinery*’ and Intangible Capital Allowances claimed from 2018 to
2023, highlighting the distinction between claims made by all companies and those made specifically by
companies, who had no liability for Corporation tax.

The first chart shows a strong increase in overall amounts available to be claimed for intangible capital allowances
before any restrictions starting from €50bn in 2019 to nearly €147bn in 2023.4® However, amounts available to
claim by companies who had no liability to Corporation tax, remained more volatile, fluctuating between €1bn
and €20bn annually.

The second chart shows a steady rise in total capital allowances for plant and machinery from 2018 to 2020,
peaking at approximately €50 billion, followed by a slight dip in 2021, a rebound in 2022 before falling again in
2023.

Companies, who had no liability to Corporation tax, had a similar time series pattern and consistently claimed
about €20bn in capital allowances each year. This reflects consistent claims of allowances in sectors like aircraft
leasing and manufacturing. Removing Administrative and Support Services, as a proxy for aircraft leasing,
indicates that the level of plant and machinery capital allowance claims was substantially lower for nil-liable
companies yet still 13% percent of total claims in 2023. This “business investment” share is notably lower than
the share of employment for these companies.

4TRegarding the leasing of machinery or plant, where a leasing business carried on in conjunction with other activities (for example, a banking
business), the business is limited in how it can offset capital allowances derived from the leased machinery and plant — with such allowances
only being available for offset against the leasing and/or “lease adjacent” activities (at a very high level this refers to the typical admin and
support activities carried on by leasing businesses) in that company or the wider leasing group. The degree to which offset is available depends
on a number of factors. These rules are in place to prevent the use of excess leasing allowances against activities other than those carried on by
leasing businesses.

8 The value of capital allowances available to claim for intangible assets before any restrictions was €147 billion in 2023. The amount of
capital allowances in respect of intangible assets reported as unused on 2022 returns by companies and carried forward (including amounts
carried forward from earlier periods) into 2023 was €80 billion. The equivalent amount reported as unused on the 2023 returns and available
for carry forward into the 2024 returns is €102 billion.

46



Figure 3: Comparison of Capital Allowances Claimed by Asset Type

Intangibles Capital Allowances Claimed Plant and Machinery: Capital Allowances Claimed
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Table 12 provides the 2023 sectoral breakdown of intangible and plant-and-machinery capital allowances claimed
by nil-liable companies. In 2023, companies who had no liability to CT, claimed a total of €18bn in Plant &
Machinery capital allowances and €7bn in Intangible capital allowances. Of the €7bn of intangible capital
allowances claimed, over €5bn can be explained by the Manufacturing sector. Looking to Plant and Machinery
capital allowances claims shows the dominance of the Admin and Support sector accounting for over 60% of the
claims. The remaining sectors 49 claimed less than 20% if the allowances. Over 50% of the capital allowances
claimed by nil-liable companies across both intangible and plant and machinery can be attributed to the foreign
sector.

Table 12: Breakdown of Capital Allowances Claimed for Nil-Liable Companies: 2023

Overall Intangible 7,332 Overall Plant and Machinery 18,745
Allowances Claimed Nil- Allowances Claimed Nil-Liable:

Liable: 2023: €M 2023: €M
Manufacturing 5,098 Admin and Support Services 12,616
Administrative and Support 645 Manufacturing 2,393
Other 1,588 Finance and Insurance 1,082

Professional and Technical 837

Activities

Other 1,817
5. CONCLUSION

This paper shows that between 55 and 61 per cent of companies from 2017 to 2023 have no corporation tax
liability. Using comprehensive administrative data, the analysis shows that nil-liability arises from a combination
of cyclical losses, substantial capital-allowance claims in capital-intensive sectors, and a cohort of non-trading or
low-profit companies.

The evidence indicates that a significant proportion of trading companies, particularly in sectors such as aircraft
leasing, manufacturing, and finance, utilise capital allowances and accumulated losses to offset trading profits. In

4 Remaining sectors being all sectors other than Admin and Support Services, Manufacturing, and ICT. The increase in intangible capital
allowances claimed in 2021 can be attributed to some software entities in the Finance and Insurance sector.
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2023 alone, €29 billion in profits was matched by €27 billion in deductions, including €12.5 billion in capital
allowances and €11.8 billion of losses carried forward. These findings underline the impact capital allowances
and loss carry-forwards can have on taxable income.

At the same time, the data show that nil-liable companies play a substantial role in the wider economy. Across the
period studied, they consistently accounted for one-quarter to one-third of all employments in CT-filing
companies, contributing €20.5 billion in gross pay and over €7 billion in payroll taxes in 2023. Profit-making
traders account for roughly half of all employment within nil-liable companies, while even loss-making traders
employ large numbers across sectors such as accommodation, retail, manufacturing and professional services.
These patterns illustrate that a low CT liability does not imply limited economic activity: for large parts of the
domestic corporate base, nil-liability coexists with significant labour-market participation.

The persistency results highlight that roughly 25,000 companies were consistently nil-liable from 2017 to 2023,
including many non-trading entities and small domestic companies. High transition probabilities (80-85 per cent)
for both liable and nil-liable states suggest that year-to-year volatility does little to broaden the effective tax base.
Overall, the empirical evidence shows that Ireland’s nil-liable companies cannot be understood as a homogeneous
group. Rather, they reflect the diversity of the enterprise base — ranging from large multinationals undertaking
major capital investment, to cyclical domestic businesses, to long-standing holding entities. Recognising this
diversity is essential for designing corporate tax policy that supports productive investment while safeguarding
the stability and inclusiveness of the tax base.
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FIRST VOTE OF THANKS PROPOSED BY NESSA Ni CHASAIDE, MAYNOOTH UNIVERSITY
The paper provides a highly valuable contribution through its analysis of the significant and understudied occurrence
of nil-corporate tax liability companies in Ireland (between 55-60% of companies) over the period 2017-2023. These
companies include young, older, foreign and domestically owned companies operating before, during and after the
COVID pandemic. The paper is particularly informative due to its breakdown in the analysis of nil-liability
companies into three different cohorts - companies in trading profit, loss making companies and non-trading
companies.

There are at least three major takeaways from the paper. Firstly, while, attention is often focused upon the
concentration of high corporation tax payors in the Irish tax system, this paper points to a second, very significant
and understudied concentration in the tax system - that of companies paying no corporation tax. Secondly, the paper
highlights persistence within cohort of companies over the time period studied. Thirdly, the impact of transactions
relating to aircraft leasing are, again, a troubling feature of Irish national statistics. Recall that aircraft were a partial
driver of Ireland’s GDP spike in 2015.

I would highlight at least four policy concerns which arise. Firstly, the paper shows that a very significant number of
companies persistently report nil corporate tax liability (55-60% of Irish companies between 2017 and 2023). Coupled
with the concentration of high corporate tax payors, the implication of the paper draws our attention to the importance
of attending to a) the dynamics among Ireland’s consistent and proportionate tax payors upon which the future of the
Irish tax system depends and b) the need to review certain Irish tax rules and their applications which lead to nil-liability
i.e. the rules governing loss carry-forwards, capital allowances, and the presence of non-trading firms.
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Secondly, the paper indicates that part of the persistence of nil-liability companies is due to the impact of long term
carrying forward of losses. While the Comptroller and Auditor General has flagged required action in this area, the
paper shows little change in the high persistence of losses carried forward. The Comptroller and Auditor General has
indicated that persistent losses amount to a potential of €30 billion in future corporate tax receipt losses to the
exchequer, based on 2021 figures.! This indicates an embedded political acceptance of losses carried forward in the
Irish tax system.

Third, the persistence in nil-liability relates to the high presence of financial services activity in Ireland whereby
Ireland fulfils a conduit role among companies within the same corporate group. This occurs for a range of reasons
but crucially includes global tax minimisation.

Fourth, the paper indicates that capital allowances and accumulated losses offset trading profits in the aircraft leasing
sector in particular. Ireland is a national success story in aircraft leasing. However, this sector requires critical
appraisal. In addition to its negative contribution toward global heating, aircraft leasing in Ireland, despite its high
value, boasts a relatively low level of employment creation, has caused distortions in Ireland’s national accounts and,
as this paper shows, is a prominent sector in the nil-corporate tax liability cohort of companies.

Overall, the paper illustrates how more detailed analysis of existing corporate tax data such as this can provide an
important entry point for identifying company activity associated with varied corporate tax payment outcomes. The
publication of this data by Revenue is therefore extremely welcome and hopefully will be repeated. Further research
in this area would benefit from greater exploitation of internationally comparable data and from combining existing
data and research capacities within Revenue, the Central Statistics Office and the Central Bank of Ireland. New
methodologies of analysis, which link data with studies of firm and sector behaviour would support this.? This could
also be coupled with analysis of other company datasets that provide indications of business activities.® A more
robust approach would provide insight into patterns of company activities and their linkages with planning toward
reductions in corporate tax payment obligations either globally and/or in Ireland.

SECOND VOTE OF THANKS PROPOSED BY CONOR PRESCOTT, CENTRAL STATISTICS OFFICE

I would like to express my sincere thanks to Yvonne Hayden for an insightful paper focused on an interesting
cohort of the corporate sector. At first it can seem alarming that a significant portion of companies in Ireland pay
zero corporation tax. In many respects this is simply the reality of a normal functioning economy where enterprise
churn and low margins will always exist in certain sectors. But what is notable in these results is the presence of
large profit-making enterprises that use benefits of the tax code to also join this cohort of ‘nil-liables”. What this
paper shows is that this “nil liable” cohort is not homogeneous - contributions to domestic investment and
employment vary significantly across the distinct trading groups within it. Exploring some of these sub-groups
can shed light on whether corporation tax policy is achieving its goal of raising exchequer revenue and
encouraging economic activity while also remaining fair in the sense that tax paid by an enterprise can be viewed
as payment to reflect the benefits conferred by the state on the enterprise itself. Below, I will touch on two of these
groups whose large profits, yet zero tax liability, raises additional questions about alignment with this goal.

Large Presence of Nil-Liable Aircraft Leasing Companies (ALCs)

The paper shows that ALCs account for the majority of capital allowances claimed on tangible fixed assets (€7.3bn
in 2023). They also account for nearly half of all trade losses carried forward to further reduce taxable profits
(~€6bn in 2023). Although categorised as trade losses carried forward, these are unused capital allowances on
aircraft that companies can use to offset taxable profits in future periods. This is because annual capital allowances
are granted at the rate of 12.5% irrespective of the actual life of the aircraft, while section 110 status ensures
taxable profits are kept low through favourable tax-deductibles (namely interest expenses). This feature of the tax
code has allowed some ALCs to end up with a zero-tax liability.

With respect to the contribution of ALCs to the domestic economy, payroll data tells us there are about 3000
people directly employed in the sector. Notwithstanding spillover effects from increased activity in supporting
industries such as legal, accounting, and support services, the sector does not contribute significantly to domestic
employment. With most expenditure abroad (e.g. USA and France), the domestic economic footprint from
investment is also sparse. On the face of it, the weak connection between the success of the ALC industry in
Ireland and its contribution to the domestic economy runs counter to the revenue raising objectives of corporate

! Comptroller and Auditor General, 2022 Corporation Tax Losses in Report on the Accounts of the Public Services 2022

% See suggestions from Osborne-Kinch, J., Mehigan, C., & Woods, M. (2020). Understanding the presence of MNEs in Ireland as an end
user. [F'C Bulletins chapters, 52.

3 E.g. Reurink, A., & Garcia-Bernardo, J. (2021). Competing for capitals: the great fragmentation of the firm and varieties of FDI attraction
profiles in the European Union. Review of International Political Economy, 28(5), 1274-1307.
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tax policy. However, the success of the ALC industry could be viewed as part of a wider industrial policy to
promote Ireland as a destination of choice for foreign direct investment. With respect to national accounting, the
low domestic footprint of ALC’s, as shown in this paper, is further evidence for the importance of stripping out
factor income and depreciation on aircraft leasing in de-globalised indicators of the Irish economy (e.g. GNI*).

Historical Losses in the Financial Sector

Another striking result in this paper is the level at which profiting-making companies in the financial & insurance
sector have been able to reduce their taxable profits to zero using historical trade losses carried forward.
Specifically, very large losses incurred by some banks during the 2008 financial crisis are still being used years
later to arrive at a nil-liable tax position. Allowing banks, whose losses were effectively absorbed by the state
during the 2008 government bailout, to eliminate their tax liability appears to be an overgenerous feature of the
corporate tax system. The sheer losses accrued during this time will ensure these financial corporations will likely
not have to pay any corporation tax for many years to come. The absence of a time limit on carrying forward trade
losses should be reviewed if corporate tax policy is to remain fair and commensurate to the benefits provided to
these banks by the state. As evidenced in this paper and indeed in official statistics, financial intermediation profits
have grown substantially in recent years due to factors such as a lack of competition in the Irish market and the
interest rate environment determining margins on lending and borrowing. The absence of any corporation tax
liability in some of the main banks could be seen as further weakening their incentive to compete for customers
and offer more attractive products to increase profits.

Conclusion

The focus on nil-liables in this paper gives a glimpse into the activity of certain industries and their contribution to
the economy. The key outcome is that this group is not homogenous. Some sectors with a large presence of nil-liables
such as accommodation and food services play crucial roles in the economy as a source of employment. By contrast,
the behaviour of other sectors, such as those discussed above, warrants further analysis of the tax code. More broadly,
this paper shows the depth of insight available in corporation tax data as a means of analysing the effectiveness of
tax policy and the performance of the Irish economy at a sectoral level. Thank you again to the author for writing
this paper and thank you to the society for the opportunity to be a discussant.
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