
 

 

 

 

 

 

 

  
 

Flynn O’Driscoll Legal Update 

Ireland - A location for aircraft leasing. 

 
Background 

Since the birth of Guinness Peat Aviation (“GPA”) out of Shannon in 1975, Irish leasing 
expertise has developed enormously and Ireland now boasts a portfolio of the world’s 
largest aircraft financiers, lessors and operators.  

The industry has grown to the extent that 9 of the world’s 10 largest aircraft leasing 

companies are located in Ireland, with over 30 similar companies in operation 

throughout the country. Dublin in particular is widely recognised as a world leader in 

the aviation finance industry, with industry leaders located here including GECAS, 

SMBC, Aer Cap, ILFC, AWAS, Avolon, ICBC, CIT, Orix and Lease Corporation 

International.  

There are 700 direct jobs and 1,400 indirect jobs in aviation leasing in Ireland, all 

servicing the 3,500+ commercial aircraft which are managed from Dublin, with a 

combined value of more than €85 billion. Put another way, one in every five of the 
world's passenger planes is managed from Ireland, which equates to about half of the 

worlds leased aircraft fleet. 

Maintenance, Repair & Overhaul (“MRO”) providers such as Dublin Aerospace, Atlantic 

Aviation, Lufthansa Technik Airmotive Ireland and Shannon Aerospace have also grown 

up around the major leasing operations. In addition, ancillary service providers offer 

services across a broad spectrum including sales, remarketing and lease placement, 

financing operations, acquisition and management, transaction negotiation, execution 

and deal structuring and technical services including Irish aircraft registration. 



 

The establishment of GPA lead to the consequent development of the above local skills 

and an experienced resource pool which has led to Ireland developing the proficiency 

and resources to facilitate and service all aspects of the leasing sector in Ireland. More 

recently the key factors in the success of this sector have been 

the favourable corporate tax regime, human resource expertise and the broad tax 

treaty network.  

This article considers some of these key factors which have contributed to the meteoric 

rise of Ireland on the world aircraft leasing stage and outlines the current key benefits 

which Ireland can offer to those seeking an appropriate jurisdiction in which to 

structure their aircraft leasing transactions. 

 
Fiscal Environment 
 
Ireland has found favour as an on-shore low 

tax jurisdiction; this is particularly the case 

among those structuring aircraft leasing 

transactions as it offers a number of 

substantial advantages to the aircraft leasing 

industry, among which are:  
 

 a low rate of corporation tax of 12.5% 

for trading profits;  

 extensive exemptions from dividend 

withholding tax on the extraction of 

profits;  

 no withholding tax on lease rental 

payments;  

 no withholding tax on interest 

payments paid to an EU Member State 

or a double tax agreement 

jurisdiction;  

 no stamp duty on relevant 

documents;  

 an ever increasing network of double 

tax agreements; and  

 our Section 110 regime which can be 

incorporated into the financial 

structure of many aircraft 

transactions. 

 Corporation tax 

 

 

The standard rate of corporation tax on 

trading income in Ireland is 12.5%, however, 

in practice in many cases Irish tax deductions 

will substantially reduce or eliminate taxable 

profits in Ireland altogether.  

 

 

The reference to “trading income” is key as 

the Irish corporation tax treatment of an 

aircraft lessor is dependent upon the lessor 

being considered to be carrying on a trade for 

Irish tax purposes. The importance of this is 

clear in that non-trading income is currently 

taxed in Ireland at the rate of 25%, whereas 

Irish trading income is currently taxed at the 

rate of 12.5%. 

 

To be considered as trading, the company 

must be carrying on a business activity from 

which the income derives, as opposed to 

merely owning an asset that produces 

income, e.g. an aircraft lease. The question of 

whether a trade is being carried on or not is 

primarily a question of fact and consequently 

any determination in this regard will depend 

on the facts in each particular case.  

 



 

 

The Irish tax authorities (the “Revenue”) are of 

the view that the control of the trading 

activities at an operational level must occur in 

Ireland and be carried out by employees or 

directors of the company, present in Ireland 

and having the requisite skill and expertise. In 

considering whether a particular transaction 

or operation amounts to a trade which would 

qualify for the 12.5% rate the Revenue will 

have regard to the following factors: 

 

 the commercial rationale for the 

proposal;  

 whether any real economic value is 

added in Ireland;  

 whether there are employees or 

directors in Ireland with sufficient skill 

levels to indicate that the trade is 

actively being carried on by the 

company; 

 in the case of a single lease 

transaction, the Revenue will look at 

the activity of the group as a whole in 

order to determine if a trade is being 

carried on; 

 the fact that a company does not have 

employees or activities does not in 

itself preclude trading status as 

activities may be outsourced provided 

it is clear that the Irish company 

through its board of directors is 

responsible for the control of the 

outsourced business and for the 

policy and strategic direction of the 

company. 

 

A lessor will be entitled to deduct any revenue 

expenses incurred “wholly and exclusively” for 
the purposes of its trade where that lessor is 

carrying on a trade. As a consequence, 

interest payments made by the lessor may 

therefore be deductible. 

 

Such a lessor may claim tax 

depreciation/capital allowances in relation to 

any capital expenditure which it incurs in 

connection with the purchase of aircraft 

which it owns and which are leased out, 

provided that the burden of wear and tear in 

relation to the aircraft lies with the lessor in 

circumstances where the lessee is carrying on 

a trade. Annual tax depreciation/capital 

allowances are granted at the rate of 12.5%, 

which translates into an eight year period of 

write-down irrespective of the anticipated life 

of the aircraft. 

 

• Double Tax Agreements 
 
Ireland has signed double tax agreement with 

70 countries, the details of which are set out 

at  

Schedule 1 hereto, 68 of which are in effect, 

and several more are in the course of 

negotiation at the time of writing including 

those with Jordan, Azerbaijan and Tunisia. 

Ireland also plans to initiate negotiations for 

new agreements with other countries during 

the course of 2014. 

 

Under these treaties, withholding tax on lease 

rentals, interests, royalties and other 

payments paid to Irish resident companies is 

either reduced or eliminated.  

 

• Withholding Tax 
 
Lease rental income on aircraft leases are not 

subject to withholding tax in Ireland with the 



 

 

result that rental payments can be paid gross 

from Ireland.  

 

Dividend withholding tax does exist in Ireland, 

however, there are extensive exemptions 

available with the consequence that dividends 

and other such distributions are likely to be 

paid free of Irish dividend withholding tax, in 

the case of an Irish company which is owned 

by an international parent. 

 

Interest payments made to a foreign lender 

attract Irish withholding tax applies in the 

absence of an exemption. Interest may be 

paid free of withholding tax to a company 

which is tax resident in an EU Member State 

or another country with which Ireland has a 

double tax agreement, provided that the 

undernoted conditions are met: 
 
o the interest is not paid in connection with 

a trade or business carried on by the 

lender through an Irish branch or agency; 

and  

 

o such Member State or country generally 

taxes interest receivable by companies 

from foreign sources on the terms of the 

relevant treaty exempt the interest from 

Irish tax. 

 

• VAT  
 
With effect from 1 January 2010 leases of 

aircraft to an Irish aircraft leasing company 

were subject to Irish VAT. Leasing services 

supplied by an Irish established lessor to a 

non-EU established lessee or a lessee 

established in another EU Member State are 

outside the scope of Irish VAT. The Irish lessor 

will not charge VAT on the lease rentals and 

should be entitled to a refund in respect of 

any Irish VAT incurred. 

 

In circumstances where a lessor might be 

established in a jurisdiction outside of Ireland 

the VAT liability arising on the lease to the 

Irish lessee must be self-accounted for. The 

Irish lessee must register for Irish VAT and will 

account for the VAT liability through its VAT 

return to the Revenue. This will involve cost 

for the Irish lessee as it will be entitled to 

claim immediate recovery of the VAT arising 

on the lease of the aircraft to it on the basis 

that the  

Irish lessee will itself be leasing the aircraft 

onward to an airline. 

 

• Transfer Pricing 
 
Irish transfer pricing rules came into effect 

from 1 January 2011. The rules will apply to 

trading transactions between associated 

persons, meaning effectively companies 

under common control or a company 

controlled by the other party to the 

transaction. In circumstances where the rules 

apply they impose arm’s length pricing to 
increase any understated taxable trading 

receipt or to reduce any excessive deductible 

trading expense. 

 

The rules do not apply to a small or medium 

sized enterprise (‘SME’), the question of 
whether or not an Irish company is an SME is 

determined on a group level and regard will 

be had to employee numbers and the 

company financials. In order to be constituted 

an SME the group must have fewer than 250 

employees and either a turnover of not more 



 

 

than €50 million or assets of not more than 

€43 million.  
 

From the perspective of Irish aircraft leasing 

transactions, the scope of the rules is such 

that they should only be relevant in limited 

cases.  

 

• Stamp Duty 
 
There is no stamp duty payable on 

instruments for the sale or transfer of aircraft 

or any interest therein; in addition no stamp 

duty is payable in respect of a lease of an 

aircraft or any moveable property.  

 

Security documentation which may be 

entered into in connection with a lease 

transaction is not subject to Irish stamp duty, 

regardless of the location of the aircraft. 

 

• Customs Duties  
 
Customs duties are not relevant with regard 

to an aircraft lessor unless the aircraft, spare 

parts or engines are physically brought into 

the Irish jurisdiction. In circumstances where 

this does occur, an exemption is generally 

available on the basis of an “end user 
authorisation”.  
 

(Flynn O’Driscoll is a law firm regulated by the 
Law Society of Ireland and does not provide 

taxation advice. The foregoing information is 

a general guide to the tax system in Ireland as 

it applies to leasing transactions based on our 

experience in this sector and is not a 

substitute for professional taxation advice.) 

 
Legal Environment 
 
 Courts  

 
Ireland is a common law jurisdiction, like the 

United Kingdom, and thus is a familiar legal 

regime internationally and within the aviation 

industry as many transaction documents are 

governed by English or New York law. Irish 

leasing companies frequently enter into 

transactions governed under the laws of 

these jurisdictions’ and these are likely to be 
accepted and recognised within Ireland and 

by the Irish courts under the relevant 

regulations, for example enforcement of 

judgments between the EU member states is 

regulated by the Brussels I Regulation. 

 

 Capetown Convention  
 
Ireland is a founding signatory of the Cape 

Town Convention and the headquarters of 

the  

International Registry of Mobile Assets (the 

“International Registry”) is based in Dublin,  
Ireland. 

 

The Cape Town Convention is regarded as a 

significant development in international asset-

based finance and is designed to overcome 

the problem of obtaining secure and readily 

enforceable rights in aircraft and other 

movable equipment. The International 

Registry provides a priority system of 

registration to users registering a variety of 

interests. A user can obtain priority search 

certificates for any aircraft object and check 

which states are contracting states for the 

purpose of the Cape Town Convention. These 

certificates are now commonplace and are 

sought in connection with most aircraft 

transactions. 

 

In addition, the Cape Town Convention 



 

 

introduced concept of the Irrevocable De-

registration and Export Request Authorisation 

(“IDERA”) which can be granted by the 
registered owner of aircraft in favour of a 

third party as security, permitting the holder 

thereof to de-register the aircraft in the case 

of an event of default occurring. 

 

In late 2013 the Irish government announced 

plans to adopt an enhanced aviation 

insolvency regime which will result in more 

certainty to leasing companies and airlines in 

the event of insolvency by creating a clear 

timetable for both the creditor and the airline 

during which they can negotiate the return or 

retention of the aircraft. 

 

The changes will enable Ireland to have a 

regime equivalent to Alternative A in Protocol  

Article XI of the Cape Town Convention on 

International Interests in Mobile Equipment 

(the “Convention”) and the Protocol to the 
Convention on Matters Specific to Aircraft 

Equipment and will also facilitate the issuance 

of Enhanced Equipment Trust Certificates 

(“EETC’s”) in Ireland. 
 

Alternative A requires the insolvency 

administrator or insolvent debtor, by the end 

of a ‘waiting period’’ specified in the 
contracting state’s declaration, either:  
 

a) to give possession of the aircraft to the 

creditor, or  

b) to cure all defaults and to agree to 

perform all future obligations under 

the relevant agreement (the lease, 

loan/mortgage or conditional sale 

agreement). 

 

The ‘waiting period’’ is decided at a national 

level with the majority of countries, including  

Ireland, choosing a 60 day waiting period.  

 

Thus Alternative A provides both the creditor 

and the airline with a clear timetable during 

which they can negotiate the return or 

retention of the aircraft. 

 

 Secured Financing  
 
Ireland has in place a security filing regime 

whereby notice of security granted by Irish 

companies is filed with the Companies 

Registration Office ensuring that the official 

record of the company reflects the fact that 

the relevant assets are encumbered for the 

benefit of the security holder and third parties 

seeking to deal with the company are on 

notice of this. 

 

Such security filings are required to be made 

within 21 days of the date of granting such 

security, failure to adhere to this requirement 

renders the security void against a liquidator 

of the company, accordingly, it is in the 

security holders’ interest to ensure such 
deadline is met.  

 

Ireland does not have a separate register of 

aircraft mortgages.  

 

 Securitisation/ Structured Finance Regime  
 
Section 110 of the Taxes Consolidation Act 

1997, the Irish tax provision that facilitates 

securitisation and structured finance, has 

been extended to allow qualifying companies 

falling within its ambit to hold plant and 

machinery, which includes aircraft and aircraft 

parts.  



 

 

This welcome development should assist Irish 

aircraft securitisations and should also 

provide another option for structuring leasing 

activities. 

 

Transactions involving a Section 110 company 

may be structured to be tax neutral. While the  

Section 110 company tax rules provide that a 

“qualifying company” will be subject to Irish 
corporation tax at a rate of 25% on its taxable 

profits, such taxable profits can be eliminated 

with appropriate structuring. It is important to 

note that although the qualifying company 

must notify the Revenue Commissioners if it 

wishes to be treated as a Section 110 

company, no special tax rulings or tax 

authorisations are required in Ireland in order 

for the Section 110 company to achieve this 

tax neutral status. Furthermore, no minimum 

taxable profits are required to be left in 

Ireland. 

 

A “qualifying company” means a company 
which:  
 

a) is resident in Ireland;  

b) acquires “qualifying assets” (which now   
includes aircraft and aircraft parts) or 

as a result of an arrangement with 

another person holds or manages 

qualifying assets or enters into a 

legally enforceable arrangement with 

another person and the arrangement 

is itself a qualifying asset (such as a 

derivative);  

c) carries on in Ireland the business of 

the holding and/or management of 

“qualifying assets”, including, in the 
case of plant & machinery (including 

aircraft and aircraft parts) acquired by 

the qualifying company, a business of 

leasing that plant and machinery;  

d) apart from activities ancillary to that 

business, carries on no other activities; 

e) undertakes the first transaction 

resulting in the holding and/or 

management of qualifying assets for a 

value of not less than €10m;  
f) notifies the Irish tax authorities that it 

is a company to which points (a) to (e) 

apply; and  

g) carries on no transaction other than by 

way of a bargain made at arm’s length 
(the legislation specifically excludes 

profit participating loans from 

satisfying this requirement). 

 

 

In early 2014 the Irish Stock Exchange (“ISE”) 
announced their intention to launch a 

dedicated exchange for aviation-related debt 

and other instruments in a move that is 

aimed at providing a low cost platform for the 

listing of aviation securities along with other 

globally quoted and traded securities  

 

The Aviation Exchange will be a dedicated 

platform that aims to offer a low-cost 

platform, while delivering increased visibility 

and greater investor reach. 26 specialist debt 

instruments with a total value of $12.7 billion 

are currently listed on ISE markets by issuers 

from the aviation industry including a $927m 

EETC from International Airlines Group; bonds 

totalling in excess of $1bn associated with 

Emirates Airlines; and a $636m Asset-Backed 

Security from Avolon. 

 
Regulatory Environment 
 



 

 

 Irish Aviation Authority  

 

The Irish Aviation Authority (“IAA”) provides air 

navigation services in Irish controlled 

airspace, regulates safety standards within 

the Irish civil aviation industry as well as 

maintaining the register of civil aircraft 

registered in Ireland. 

 

The IAA has a reputation as a world-class 

registration authority and only allows aircraft 

on the Irish register where those aircraft and 

the lessee airlines have complied with its 

stringent standards. Their requirement for 

proper maintenance of aircraft ensures that 

the aircraft retain a good marketable value, 

which is a key factor aircraft lessors consider 

in choosing where to register their aircraft. 

 

As a result of the IAA’s insistence on an Irish 
technical service provider, a body of skilled 

and experienced technical service providers 

exists in Ireland.  

 

Another crucial advantage of the IAA system 

is that financiers can limit the risks associated 

with deregistration of aircraft by means of the 

IDERA mentioned above. This, together with 

the IAA’s transparent and open approach with 
their clients, means that the financier/lessor 

can avoid a lengthy and problematic process 

in a default situation by being able to 

deregister the aircraft and ground it whilst the 

financial/legal issues are resolved. 

 

 International Safety Standards  
 
The IAA operates to the highest international 

safety standards set by;  
 

o International Civil Aviation 

Organisation   (ICAO);  

o European Joint Aviation Authorities 

(JAA);  

o EUROCONTROL;  

o the European Civil Aviation Conference 

(ECAC),  

o the European Aviation Safety Agency 

(EASA) and  

o the European Union (EU). 

Political & Economic Environment 
 
Whilst Ireland was severely impacted by the 

global economic downturn with the result 

that many of the banks were nationalised and 

it was the recipient of an EU bailout, the 

austerity measures put in place by the 

International Monetary Fund and 

implemented by the Irish government have 

resulted in the stabilising of the economic 

situation. Ireland has shown itself to be willing 

to honour its obligations and to take the steps 

necessary to address its difficulties with the 

result that international confidence in the 

country has been restored and  

Ireland successfully returned to the markets 

in 2012. 

 

The Irish government is a strong supporter of 

the aviation industry in Ireland, a number of 

pro aviation measures were introduced in the 

recent finance bill, including incentives for 

foreign executives relocating to Ireland and 

the extension of S.110 as outlined above. In 

addition, in December 2012 the government 

and the IAA hosted the National Conference 

for Aviation Policy in Ireland to launch the 

development of a new Civil Aviation Policy for 

Ireland. 



 

 

 

Ireland is an English speaking member of the 

EU and also a member of the OECD.  

 

For foreign financiers, a stable financial and 

economic situation is a key factor in choosing 

a jurisdiction in which to structure their 

transactions, one only has to look to Cyprus 

as a recent example of the importance of this 

consideration. 

 

 

Next Steps 
 
Ireland holds many opportunities for those 

operating within the aircraft sector, the asset 

finance team here at Flynn O’Driscoll has 
considerable experience in assisting airlines, 

lessors, financiers and international law firms 

to establish the necessary structures to take 

advantage of these opportunities and would 

be delighted to discuss any of the issues 

raised herein in further detail with you. 

 



 

 

 

 

Schedule 1 
Ireland Double Taxation Agreements 

 

 

  

 

 

Country Signed Effective 

Date 

Interest Participation 

Dividend 

Portfolio 

Dividend 

       

1 Albania  2009 2012 7% 5% 10% 

2 Armenia  2011 2013  0/5/10%  0/5%  15% 

3 Australia  1983 1984 10% 15% 15% 

4 Austria  1966 1964 0% 0% 10% 

5 Bahrain  2009 2010 0% 0% 0% 

6 Belarus  2009 2010 0/5%  5% 10% 

7 Belgium  1970 1973 15% 0% 15% 

8 Bosnia - 

Herzegovina  

2009 2012 0% 0% 0% 

9 

Botswana  

2014 Not yet in 

force 

   

10 Bulgaria  2000 2003 0/5%  5% 10% 

11 Canada  2003 2006 0/10%  5% 15% 

12 Chile  2005 2009 5/15%  5% 15% 

13 China  2000 2001 0/10%  5% 10% 

14 Croatia  2002 2004 0% 5% 10% 

15 Cyprus  1968 1962 0% 0% 0% 

16 Czech Republic  1995 1997 0% 5% 15% 

17 Denmark  1993 1994 0% 0% 15% 

18 Egypt  2012 2014 10% 5% 10% 

19 Estonia  1997 1999 0/10%  5% 15% 

20 Ethiopia 2014 

Not yet in 

force    

21 Finland  1992 1990 0% 0% 15% 

22 France  1968 1966 0% 10/15%  10/15%  

23 Georgia  2008 2011 0% 0/5%  10% 



 

 

24 Germany  1962/2011  2013  0% 15% 15% 

25 Greece  2003 2005 5% 5% 15% 

26 Hong Kong  2010 2012 10% 0% 0% 

27 Hungary  1995 1997 0% 5% 15% 

28 Iceland  2003 2005 0% 5% 15% 

29 India  2000 2002 0/10%  10% 10% 

30 Israel  1995 1996 5/10%  10% 10% 

31 Italy  1971 1967 10% 15% 15% 

32 Japan  1974 1974 10% 10% 15% 

33 Korea (Rep.)  1990 1992 0% 10% 15% 

34 Kuwait  2010 2013  0% 0% 0% 

35 Latvia  1997 1999 0/10%  5% 15% 

36 Lithuania  1997 1999 0/10%  5% 15% 

37 Luxembourg  1972 1968 0% 5% 15% 

38 

Macedonia 

(FYR)  2008 2010 0% 0/5%  10% 

39 Malaysia  1998 

2000/in 

progress 0/10%  10% 10% 

40 Malta  2008 2010 0% 5% 15% 

41 Mexico  1998 1999 0/5/10%  5% 10% 

42 Moldova  2009 2011 0/5%  5% 10% 

43 Montenegro  2010 2012 0/10%  5% 10% 

44 Morocco  2010 2012 0/10%  6% 10% 

45 Netherlands  1969 1965 0% 0% 15% 

46 New Zealand  1986 1989 10% 15% 15% 

47 Norway  2000 2002 0% 0/5%  15% 

48 Pakistan  1973 1968 no limit  10% no limit  

49 Panama  2011 2013  5% 5% 5% 

50 Poland  1995 1996 0/10%  0% 15% 

51 Portugal  1993 1995 15% 0/15%  15% 

52 Qatar  2012 2014  0% 0% 0% 

53 Romania  1999 2001 0/3%  3% 3% 

54 Russia  1994 1996 0% 10% 10% 



 

 

55 Saudi Arabia  2011 2013  0% 0% 5% 

56 Serbia  2009 2011 0/10%  5% 10% 

57 Singapore  2010 2011 0/5%  0% 0% 

58 

Slovak 

Republic  1999 2000 0% 0% 10% 

59 Slovenia  2002 2003 0/5%  5% 15% 

60 South Africa  1997 1998 0% 0% 0% 

61 Spain  1994 1995 0% 0% 15% 

62 Sweden  1986 1989 0% 5% 15% 

63 Switzerland  1966/2012  1965/2014  0% 10% 15% 

64 Thailand 2013 2016 15% 10% 10% 

65 Turkey  2008 2011 10/15% 10% 10/15%  

66 

United Arab 

Emirates (UAE)  2010 2011 0% 0% 0% 

67 Ukraine 2013 2016 15% 15% 15% 

68 

United 

Kingdom  1976 1976 0% 5% 15% 

69 USA  1997 1998 0% 5% 15% 

70 Uzbekistan  2011 2014  5% 5% 10% 

71 Vietnam  2008 2009 0/10%  5% 10% 

72 Zambia  1971 1967 0% 0% 0% 



 

 

Dublin: 
 

1 Grants Row, Lower Mount Street, 

Dublin 2, Ireland  

 

Phone: +353 1 6424220  

Fax: +353 1 6618918 

 

 

Galway:  
 

Unit 23, Galway Technology Centre, 

Mervue Business Park, Galway, Ireland 

 

Phone: +353 91 396540 

Fax: +353 91 792649 
 

www.fod.ie 

Should you have any queries arising out of the foregoing 

please contact either of the undersigned who will be happy to 

assist. 
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