
Summary of KPMG Response to Public Consultation 

This regime offers a 10% rate of capital gains tax (CGT) on gains arising to eligible 
entrepreneurs who sell their business – including shareholdings of at least 5% in a 
trading company or a trading group.

The consultation asks for feedback on what aspects of the current structure and 
design of Entrepreneur Relief work effectively, and which do not.

KPMG’s response highlights the main barrier to the effectiveness of 
Entrepreneur Relief as an incentive to drive entrepreneurship is that the benefit 
of the 10% rate on the entrepreneur’s capital gains is capped at €1million 
lifetime gains. 

KPMG’s clients include owners of businesses operating in a wide range of sectors, 
of different sizes and stage of maturity. Our clients include entrepreneurs, fast-
growth SMEs and family businesses.

Our feedback to the consultation questions draws on insights and soundings 
taken from these business owners as well as early stage investors and senior 
management team members who hold an equity stake in the business. These are 
individuals who bear entrepreneurial risk with varying degrees of participation in the 
day to day management of the business.
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On 24 May 2019 KPMG responded to the 
Department of Finance consultation on Ireland’s CGT 
Entrepreneur Relief regime.

If you believe the issues raised in this consultation may affect your business, or you would like to 
discuss KPMG’s CGT Entrepreneur Relief submission in more detail, please contact your KPMG team 
or the KPMG contacts listed here.

About KPMG Private Enterprise

Passion, it’s what drives entrepreneurs, family businesses and fast-growing 
companies alike. It’s also what inspires KPMG Private Enterprise to help drive your 
success.

Building and growing a business isn’t easy, it takes hard work, dedication and sound 
service. Every step you take has an impact on your business model and with KPMG 
Private Enterprise we will be there for you for each and every one of them.

Our proven advisory services will drive your business forward. We’ll set you up with 
the right team, advice and processes to save you time and money. We will apply our 
wealth of knowledge, experience and energy to take your business to the next level 
– helping you to make the right decisions along the way.

At KPMG Private Enterprise you get the best of our global resources with a local 
touch and a local point of contact to help your company excel at every step of your 
business journey.

Your success is our legacy. 
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The Effectiveness of Ireland’s current Entrepreneur Relief Regime

In the table below, we have presented a summary of our analysis of the effectiveness of CGT Entrepreneur 
Relief. This is illustrated on a continuum from negative (-) to positive (+) aspects of the current structure and 
design of Entrepreneur Relief.

Rate of tax

A low rate of 10% in comparison to the Irish standard 33% 
rate of CGT and the marginal rate of tax on income. Most 
likely to have impact on less mobile entrepreneurs where the 
comparable tax regime is the broader Irish income tax and 
CGT regimes

Application to corporate holding structures

An effective feature of the relief is that it applies to share 
disposals both in the case of a qualifying holding company 
or a trading company and applies many of the ownership 
and employment activity tests on a ‘group’ basis – which 
reflects the commercial reality that many businesses within a 
corporate structure are managed on a ‘group’ rather than on a 
single entity basis

Interaction with retirement relief

It is potentially available in addition to retirement relief 

Rate competitiveness

Although the regime offers an equivalent rate of 10% to that 
available in the UK, the scope of application of the rate to 
lifetime gains of €1 million does not effectively compete for 
mobile entrepreneur investment in comparison to the highly 
competitive UK regime which applies to a lifetime gains 
threshold of £10million. For certain highly mobile sectors, 
entrepreneurs make location choices based on factors 
including their personal tax regime

Application to corporate holding structures

Some of the detailed design features of the relief where there 
is a holding company and subsidiaries mean that:

• Companies with no business impact such as dormant 
companies within the group can prevent application of the 
relief

• Qualifying interests in the group held indirectly by 
entrepreneurs through personal holding companies can be 
excluded 

Interaction with provisions taxing income

Provisions which are designed to recharacterise as income 
instead of capital gains share disposal proceeds received by 
the entrepreneur on buyback of the shares by the company 
on a phased basis mean that the relief, in practice, is not 
available to entrepreneurs who reduce their involvement and 
investment in the business over time

This incentivises early sale of new businesses and 
undermines the wider policy intent of sustaining and 
embedding new business investment in Ireland

It also means that phased buyback funded by the company in 
the event of a failed IPO event can result in taxing the sales 
proceeds as income and not as capital gains

Interaction with retirement relief

Claiming retirement relief first ‘erodes’ the scope of 
entrepreneur relief which discourages a phased wind down of 
involvement by an entrepreneur in the business and increases 
the risk of damage to the business for business changeover 
events

- +



Recommendations: Taxing Entrepreneurs’ returns on capital

To improve the effectiveness of Ireland’s Entrepreneur Relief regime, KPMG has  
made recommendations for policy and technical changes, which are summarised in 
the table below.

To improve the competitiveness of the Entrepreneur Relief regime, we 
suggest that the 10% rate of tax is retained and the lifetime gains limit is 
increased to €10 million.

Extend the 10% rate to dividends received by entrepreneurs which meet 
the same conditions for holding of shares and working director/employee 
as is required for the capital gains regime.

The expanded relief would be capped at a single lifetime limit of €10 million which could be 
made up of either capital gains or dividend income meeting the Entrepreneur Relief conditions.

This would make it tax neutral for the entrepreneur whether they received their return in 
the form of a dividend or a capital gain and would lessen the current incentive for founder 
shareholders to sell their holdings in high growth SMEs at the earliest date. This would also 
provide greater flexibility for owners of family businesses to choose the form in which they 
realise profit from the SME in order to give the best fit for the SME business, their personal 
financial position and allow phased timing of business transfers to the next generation.

We suggest minor technical amendments to the definitions in the Entrepreneur Relief 
provisions to allow the provisions to apply to common commercial holding structures.

These would amend the Entrepreneur Relief provisions to:

• Change the definition of holding company to include an indirect interest of an entrepreneur 
held through a company which is controlled by them.

• Apply the trading test for a group on a group-wide basis

• Clarify the interaction with retirement relief provisions applicable to a disposal, in particular, by 
an individual aged 66 or older so that the application of retirement relief does not absorb that 
amount of lifetime gains available for Entrepreneur Relief on a subsequent disposal.

Looking at the wider tax environment for Irish entrepreneurs and the sustained growth 
in Ireland of businesses through major events such as intergenerational transfers or third 
party sales, we suggest, in addition:

• Preserving Ireland’s Capital Gains Tax (CGT) retirement relief and Capital Acquisitions Tax (CAT) 
business property relief.

• Legislative amendments to allow capital gains tax treatment to apply to disposals in the form 
of phased reductions in shareholdings which do not currently meet the significant reduction 
test.

• Providing certainty that broadly cast anti-avoidance measures do not have unintended 
consequences for genuine commercial transactions by including a ‘bona fide’ exception such 
that the measures do not apply to bona fide commercial transactions.

• Preserving the 10% rate of tax for Entrepreneur Relief and increasing the lifetime limit for 
eligible gains to €10 million as suggested above also potentially reduces the rate of capital 
gains tax applicable to disposals made before 55 years of age, disposals to third parties 
outside the retirement relief limits and disposals on transfers to eligible family members from 
age 66 years onwards.



Private and family owned businesses 
underpin a large part of the Irish 
economy. SMEs account for 70 per cent 
of private sector employment and it is 
estimated that two in three new jobs are 
created by SMEs.

This consultation on Entrepreneur 
Relief forms part of a number of linked 
consultations in which Ireland’s policy 
makers are seeking feedback on a range 
of tax incentive supports for SMEs. 

KPMG is also responding to the 
consultations on the Key Employee 
Engagement Programme (KEEP) as 
well as the consultation on the R&D tax 
credit regime. 

Our suggestions in all of these 
consultations are designed to:

• Attract and retain highly mobile 
international entrepreneurs to invest 
and develop their business in Ireland,

• Support the growth and development 
of indigenous entrepreneurs to scale 
their businesses to maturity in Ireland,

• Support investment in activities such 
as R&D, that create and sustain high-
value jobs in Ireland,

• Support a business through change 
of ownership events, including 
IPOs, trade sales, and for family-
owned enterprises, transferring their 
successful businesses onto the next 
generation.

Ireland has a wider policy objective to 
attract and retain mobile entrepreneurs 
and support the development of 
domestic businesses operating 
internationally which offer high growth 
potential. 

The proposals in KPMG’s submission are 
consistent with this objective to make 
Ireland an attractive place for businesses 
to grow and develop.

Maintaining the 10% rate and extending 
the lifetime gains limit should help 
to attract highly mobile foreign 
entrepreneurs who might not otherwise 
establish and develop their business 
from an Irish base.

Suggested changes to the taxation of 
dividends received by entrepreneurs 
could ensure that the regime also 
supports the retention of businesses by 
a founder entrepreneur to a more mature 
stage, which increases the likelihood 
of the business retaining its roots and 
future growth in Ireland.

Our proposed changes to the taxation 
regime for family owned enterprises 
could better align the provisions with the 
commercial reality facing many family 
owned companies and support the 
smooth transition of the business to the 
next generation.
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KPMG Supporting Entrepreneurship in Ireland 

Have your voice heard

Insights drawn from real life and feedback from business have the greatest effect 
when legislators draft measures so that they can work as intended. 

KPMG actively participates in consultations on tax policy matters and legislative 
proposals. To have your voice heard, please speak to your KPMG client service team.


