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Our Guide to Tax 
Efficient Investing

T
he quote “Don’t let the tax tail wag 
the investment dog” means don’t make 
investment decisions solely based on 
tax considerations. Nevertheless, it is 

certainly sensible to invest in a tax-clever and 
tax-efficient way.

A tax-efficient investment can be quite difficult to 
define, because what is viewed as being tax-efficient for 
one individual may in fact be quite inefficient for another.

For anyone considering making an investment there 
are several key tax-related issues to consider:

• What is the exit tax at the end of  the investment?
• Am I better to have the return taxed as income or 

capital gains?
• What rate of  tax do I pay on my returns?
• Should I invest as an individual or through a 

company structure?
The tax treatment of  investment returns can vary 

depending on whether the applicable tax is Income 
tax, Capitals Gains Tax (CGT), Exit Tax or DIRT. 

Income Tax
Some investments may be subject to income tax 
which can be very beneficial for the investor who has 
assets but little income. In effect, you could be paying 
41% on your investment but if  structured properly, it 
could be reduced to 20%.

CGT Tax
The current Capital Gains Tax (CGT) of  33% proves 
to be more efficient for most investors. An individual 
has an annual CGT exemption of  €1,270 (€2,540 if  
it’s a joint investment), which means that the first 
€1,270 or €2,540 earned each year is Tax free.

Many investors have suffered losses in the past 
from property or bank shares so the gains on a new 
investment may be offset against these losses using the 
right type of  investment. 

DIRT or Exit Tax
Deposit accounts are subject to DIRT (currently 39%) 
but this is set to reduce to 33% over the next number 
of  years. Exit Tax is currently 41% and is expected to 
reduce in line with DIRT.

Gross Roll Up of 
Investment Returns 
Lump sum investment and savings plans issued 
after 1st January 2001 benefit from the Gross Roll 

Up regime i.e. all income and gains in the life fund 
accumulate gross, with a ‘deemed’ tax charge on any 
growth only on each 8th plan anniversary.

Personal v Corporate 
Investing
It’s well worth considering whether an investment 
should be made by an individual directly, or through a 
company. 

A corporate entity will pay corporation tax of  25% 
on non-trading investment income (such as deposits, 
shares, stocks, rental income). There may be an 
additional close company surcharge (a surcharge of  
20% is payable on the total undistributed investment 
and rental income of  a close company), which would 
bring the effective rate of  tax to 45%. Gross roll-up 
could be beneficial here. 

The Power of  
Compound Returns
Albert Einstein called compound interest “the 
greatest mathematical discovery”. Compound 
interest can help your initial investment grow 
exponentially over time.

Tax is just one box that needs to be ticked 
when considering whether to invest in a particular 
product. 

”The effect of the Gross Roll Up 
regime is that a company can 
defer tax on the investment until 
at least the 8th anniversary of the 
contract, thus allowing the company 
to compound investment earnings 
without those earnings being 
reduced by taxes during this period. 
This should lead to accelerated 
investment growth. 
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Should you choose a Self-
Administered Pension?

W
ith the combination of  historically 
low deposit rates and increasing 
rents, many people are considering 
using their pension funds to 

purchase a property. Due to the generous tax 
exemptions within a pension fund, investors can 
often get a much better return than purchasing 
the property personally.

Whether you are pre or post retirement, many of  
you may not be aware that you can use your current 
or previous pension scheme benefits to purchase 
property or other asset classes of  your choice. It is 
done through a self-administered scheme. 

Who can invest in a  
Self-Administered  
Pension Scheme?
The majority of  Self-Administered Schemes are 
established for company directors, sole traders and 
key employees. However, anyone with paid up benefits 
from a previous pension can also avail of  one, as can a 
retired individual with ARF/AMRF benefits.

What are the advantages 
of a Self-Administered 
Scheme?

• Contributions qualify for Income Tax relief
• Investments grow free from Capital Gains Tax 

and Income Tax
• Deposits grow free from DIRT Tax
• A tax-free cash lump sum can be taken at 

retirement

• Any balance can be transferred into an Approved 
Retirement Fund

• A tax-free sum can be payable on death before 
retirement

Other Benefits - 
Investment choice, control 
and flexibility
The member’s funds can be spread between a wide 
range of  allowable investments, such as:

• Direct share dealing
• Direct property
• Syndicated property investments
• Structured products such as equity linked notes 

and kick-out bonds
• Institutional funds including many leading global 

investment managers

Are there any investment 
restrictions?
The Member Trustee controls the funds in their 
Self-Administered Scheme, however the Pensioneer 
Trustee must be party to all financial transactions. The 
Pensioneer Trustee determines whether an investment 
is allowable under Revenue guidelines.
Here are some restrictions on how you may invest:

• If  you are investing in a property investment, the 
person selling or letting the property cannot be 
connected to the pension scheme

• You cannot use the pension fund to purchase a 
holiday home

• You cannot purchase shares in a company that 
you own or are a director of

• Personal items cannot be bought, for example, 
art, jewelry, vintage cars etc.

• Investments in private companies (those not listed 
on the stock exchange) can only be a maximum 
of  5% of  the pension’s assets and a maximum of  
10% of  the private company’s share capital

• Property development is generally not permitted 
as the Revenue regard this as trading and not 
investment.

Self-Administered Pension schemes are not for 
everyone; however, they should be considered as part 
of  your overall retirement planning structure.

”A Self-Administered Pension 
Scheme is an approved pension 
structure where the member 
decides on how the funds are 
invested. Unlike many insurance 
company-based pension schemes, 
the members can control and 
choose their investments.” 
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The Benefits of 
Financial Planning – 
Let’s Make a Plan
L

et’s look at the benefits of  professional 
financial planning and how it can have an 
extremely positive effect on you, your family 
and your business. It will help you plan for the 

future you want with vigor and certainty. 

What is Financial Planning?
Financial planning is the process of  meeting your life 
goals through well-advised and prudent management 
of  your finances. It’s about balancing consumption 
today with the need for income in our retirement 
years. It’s about planning cash flow for life events in 
addition to protecting the things that are important to 
you. Constructing a comprehensive financial plan is 
the first step in ensuring you reach your lifestyle and 
financial milestones. 

Lifestyle and financial 
milestones might include:

• Paying off  or reducing your mortgage term
• Retiring by a certain age
• Creating a savings fund for your children’s 

university costs
• Protecting your personal/business interests
• Moving home or purchasing a second/holiday 

home

We want to thank you for taking  
the time to read our newsletter.  

If you would like to find out more 
on any of the items discussed in this 

edition, feel free to contact us, we are 
happy to help.

”Almost everyone can benefit from 
financial planning, whether you’re in 
your accumulation years or recently 
retired; having a financial plan will 
offer guidance and reassurance as 
well as peace of mind. ” 

27 Cook Street,  
Cork

Gerard O’Brien 
LL.B (Hons) LL.M CFP® QFA  

Mobile:  
083 466 2040

email:  gerard@heritagewealth.ie
web:  www.heritagewealth.ie

Telephone:  
021 239 0880

What are some of the 
benefits of having a 
Financial Plan?

• Peace of  mind and security for you, your family 
and your business

• Potential tax savings (retirement planning, annual 
gift exemptions and reliefs)

• Protects your business and shareholders
• Helps you monitor and evaluate your progress
• Helps you to keep a realistic view on attaining 

your objectives
• Puts you in charge 

Who can assist you  
in organising your  
Financial affairs?
Not all financial planning firms are the same. At Heritage 
Wealth Management we have obtained the Certified 
Financial Planning (CFP) designation, an internationally 
recognised financial planning qualification. This 
accreditation is awarded by the Financial Planning 
Standards Board (FPSB Ireland), having met certain 
competency, experience and ethical standards. 

How does it work?
In the first instance, we will take the time to learn 
about you, where you are now and where you want 
to be. We will then construct a comprehensive 
personal financial plan to help you to realise your 
short, medium and long term financial goals. We will 
work closely with you, supporting you step by step in 
securing your financial future.

So, prior to deciding to make your next investment 
decision, top-up your pension, gift funds to your 
children or sell an investment property, make sure 
you get in touch.


