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1.  Introduction to the IPOA 

 

The Irish Property Owners Association, IPOA, was established in 1993 to represent property owners 

in the private rental sector which is a vital part of the Irish housing market. More than 600,000 tenants 

are housed in private rented accommodation and it is crucial that the rights and obligations of both 

owners and tenants are fully respected in appropriate legislation. The IPOA encourages and educates 

its members on what constitutes good quality accommodation and professional standards of 

management.   It is a not for profit organisation and membership is not compulsory, but Property 

Owners who join the IPOA are, by definition, responsible landlords who use the Association for 

education and advice to help comply with the complex legislation governing the sector.   

 

 

2. Context 

 

The State is responsible for ensuring an adequate supply of housing for its citizens.  In any 

functioning and developed economy, there should be sufficient social housing for people who need it 

and a sufficient amount of private rental housing to meet the needs of those who choose to, or have to, 

rent. This is of paramount importance for an economy to prosper and flourish. It is the State's 

responsibility to ensure that the appropriate legal, economic, banking and taxation environment is in 

place to ensure that this happens.  

 

The private rental market has always been an important component in housing people, alongside 

traditional home ownership and social housing. It will not be possible to solve the current housing 

crisis without the input and support of the private investor community. Whilst many commentators 

have suggested that the private rental market should be institutionalised through the various REIT and 

Private Equity investors currently acquiring portfolios of properties, the scale of the problem is simply 

beyond their capability and appetite to provide a one stop shop solution. Indeed, the primary reason 

that these institutional/vulture fund players are operating in Ireland is to benefit from capital 

appreciation whilst values recover, and it is a racing certainty that these players will exit the market 

once values recover sufficiently to allow them exit from their portfolios on a break up basis by way of 

sales to private owners, most likely owner occupiers. Therefore, the market will ultimately fall back to 

relying on the traditional buy-to-let property owner and therefore, it is imperative in assessing and 

considering solutions to the housing supply problem that the conditions necessary for private 

investment are understood and addressed. 

 

We have set out below the key issues impacting on the private rental sector at present which are 

analysed across four categories: 

 

 Banking 

 Taxation 

  Legislation 

  Other Points 

 

Whilst not popular in terms of political soundbites and support, if a serious effort is to be made in 

addressing the housing problem, the new Government assisted by the new Housing Committee, will 

need to ignore populist left wing agendas and get real in relation to the problems that are driving the 

supply problem which, if left unaddressed, will further decrease the existing pool of rental properties. 
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3. Banking 

 
The global economic recession that has prevailed for the past eight years has had a significant impact 

on the Irish private and State assisted rental sector. The collapse of the banking system resulted in an 

accelerated deleveraging process by the various banks operating in the State, which resulted in many 

buy-to-let properties being disposed of by way of so called "voluntary", or enforced sales. 

Independent market research by leading estate agents suggests that for every four investment property 

sales, only one is being acquired by investors with the result that the buy-to-let housing stock is 

rapidly decreasing as time goes on. 

 

Similarly, until bank balance sheets are repaired, funding for buy-to-let investments will remain 

difficult, if not impracticable, for buy-to-let investors. Indeed, even if there was an appetite for such 

lending from the banks, the recent intervention by the Central Bank in relation to lending rules renders 

the proposition unrealistic for most private investors. This intervention is in stark contrast to the 

refusal of the Central Bank to intervene on mortgage interest rates. 

 

Recommendation:  Urgent revision of the Central Bank Lending Rules, together with real action 

on excessively high mortgage interest rates. 

 

 

4. Taxation 

 

At a time when the buy-to-let sector was in deep difficulties, with severe debt problems, it was 

harshly and unfairly targeted by the State, resulting in significant financial hardship for property 

owners.  In 2009, while rents were falling, Mortgage Interest Relief against rental income was 

reduced for the private rental sector from 100% to 75%. The effect of this was not only on investors 

going forward, but on investors already in the market whose investment was predicated on the basis 

that interest paid to the bank on a rental property was a legitimate business expense.  This 

retrospective measure spooked investors and created uncertainty around other legislation.  The 

Government's ability to change laws after investments were made provided a more difficult and 

challenging residential investment environment.  

 

The response of Government appeared to blame private residential landlords for the housing crash and 

punitive measures were put in place to punish the sector, including refusing to accept legitimate 

expenses against rental income, the reduction in interest allowable, and punitive penalties for the old 

Non-Principal Private Residence Charge. All of these additional taxes and charges directly led to a 

mass exit from the buy-to-let sector on the very basic premise that property owners could no longer 

meet the various debt, taxation and other financial obligations. The effect of that unfair and unjust tax 

regime has come home to roost now in the private rental sector. 

 

The following unexplained anomalies exist in the tax code for residential property owners: 

 

* Owners of commercial property are still allowed 100% Mortgage Interest Relief, indicating that 

housing its citizens is of less importance to the Government than providing offices and shops. This 

difference in treatment has never been rationalised or explained by Government, and indeed, is likely 

to form the basis for a legitimate legal challenge. 

 
* 25% of mortgage interest for borrowing is not considered a legitimate expense and is therefore not 

allowable against gross rental income.   
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* The introduction of the USC has significantly increased the tax burden on the owners of private 

rental property and is something that was only introduced during the downturn, when property owners 

could least afford it. 

 

* The Local Property Tax was introduced during the recession and imposed significant hardship on 

the owners of private rental property. The Government referenced other jurisdictions where property 

tax was commonplace, but conveniently ignored the punitive Stamp Duty regime which prevails in 

Ireland and which does not exist in other countries.  The result was that most property owners in 

Ireland had already paid more than a lifetime's property tax through Stamp Duty.  

 

* The previous Government indicated that Local Property Tax would be a legitimate expense to be 

offset against gross rental income, but three years later, this has still not been rectified. 

 

* Replacing items such as beds, washing machines, etc are allowed to be deducted at 12.5% a year 

over 8 years notwithstanding the fact that items have to be paid for in the year that they are purchased.   

 

* Improvements made to a property cannot be claimed as an expense unless and until the property is 

sold. 

 

* Rental income is considered under Irish tax law as "passive" or "unearned income" which is quite 

bizarre considering property owners have to purchase, insure, clean, garden, maintain in good order, 

advertise, show, execute letting agreements, check references, register the tenancy, deal with any 

repairs or problems that arise, inspect, return accounts to Revenue and comply with the multitude of 

complex legislation that surrounds the sector.  This is quite different to receiving a dividend from a 

share investment, where the investor is actually totally passive in the transaction.  

DKM Consultants have reported that the cost to a landlord for providing private rental 

accommodation has increased up to 24%, mainly due to additional costs imposed by the Government 

as outlined above, but also including Local Property Tax (for services provided for the benefit of 

tenants), and the cost of complying with idealistic and unrealistic standards (particularly in regard to 

older stock which is not as easy to convert due to planning restrictions, e.g. bedsits).  

The fundamental problem underpinning new investment in the buy-to-let sector is that when one takes 

account of debt servicing and the substantial tax and charges burden, a buy-to let investment is not 

self-financing and requires significant subsidising from other income sources.  As can be seen on the 

chart, below even at today’s supressed values and improved rental income returns the investment 

produces a significant shortfall.  
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Assume Investor purchased property for €285,000 and borrows 

€200,000 at 4.5%pa over 20 years  

Cash flow 
   

2016 

  

2007 

         Rental Income 

   

18,000 

  

18,000 

Less outgoings 

       Capital repayments 

  

(6,313) 

  

(6,313) 

 Interest repayments 

  

(8,870) 

  

(8,870) 

 Local Property tax 

  

(405) 

  

0 

 RTB registration 

  

(90) 

  

0 

 Repairs and Maint 

  

(450) 

  

(450) 

 Insurance  

   

(450) 

  

(450) 

 Service charges 

  

(1,200) 

  

(1,200) 

 Accountants 

  

(500) 

  

(500) 

 Gardening 

   

(520) 

  

(520) 

 Letting fee 

   

(900) 

  

(900) 

 Management fee 

  

(900) 

  

(900) 

 Income tax charge 

  

(2,635) 

  

(1748) 

 USC - 7% 

   

(461) 

  

0 

 PRSI - 4% 

   

(263) 

  

0 

 

     

(23,958) 

  

(21,851) 

Net Shortfall 

   

(5,958) 

  

(3,851) 

         Taxation 
    

2016 
  

2007 
Rental Income 

   

18,000 

  

18,000 

Less tax deductible items 

      Interest repayments -75%/100% 

 

(6,653) 

  

(8,870) 

 RTB registration 

  

(90) 

  

(90) 

 Repairs and Maint 

  

(450) 

  

(450) 

 Insurance  

   

(450) 

  

(450) 

 Service charges 

  

(1,200) 

  

(1,200) 

 Accountants 

  

(250) 

  

(250) 

 Gardening 

   

(520) 

  

(520) 

 Letting fee 

   

(900) 

  

(900) 

 Management fee 

  

(900) 

  

(900) 

 

     

(11,413) 

  

(13,630) 

         Profit for tax purposes 

   

6,587 

  

4370 

Income tax 

    

2,635 

  

1748 

USC 

    

461 

  

0 

PRSI 

    

263 

  

0 

Total 

    

3,359 

  

1,748 

         The amount the investor needed to contribute annually in 2007 was €3,851 

  The amount the investor needed to contribute annually in 2016 was €5,958 

  The annual subvention required by the investor has increased by 55% 
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The above situation is indicative of all buy-to-let property investments at present and will mean that 

investment will continue to decline as other forms of investment produce superior returns and are not 

impacted by the onerous legislation surrounding the private rental sector which is heavily weighed 

against the property owner. Whilst politically unpopular, the nature of our legislative regime needs to 

be addressed in circumstances whereby property owners need to assume significant financial 

commitments over an extended period of time to enter the private rental market. This coupled with the 

tax regime are the primary issues that are acting as a disincentive to investment at present and need 

urgent attention.  The current unfair tax treatment has caused many private investors to pay tax in a 

loss making situation, which is clearly unviable, and results in these investors leaving the market, thus 

reducing the amount of accommodation available for rent.  

Recommendation:  

 

 Mortgage Interest Relief restored to 100% 

 Legitimate Expenses be allowed. 

 Law to be amended to reflect the fact that the buy-to -let sector is a business.  

 Measures are required to stimulate investment in the sector.  While politically unpalatable, 

consideration should be given to the reintroduction of targeted Capital Allowances Schemes 

for investment in appropriate, quality housing in areas of high demand (be it private or 

social). This will be criticised in many quarters, particularly the hard left, but it has proven 

successful historically notwithstanding that some previous regimes were extended too widely 

and allowed to continue too long.  It needs to happen and the Government need to be brave in 

this regard if it is serious about housing its citizens.   

 

5. Legislation 

The legislative environment is also contributing to the supply issue we are experiencing at present. 

Excessive and unrealistic housing standards regulations have effectively removed houses of 

traditional flat/bedsit accommodation which was very effective rental stock given its affordability and 

usually excellent location and proximity to amenities. Similarly recent intervention by the 

Government in relation to rents and tenant issues further undermines investor confidence in the sector 

and create significant uncertainty as the perception prevails that future unexpected intervention could 

severely damage your investment. 

 

Why the ban on bedsits should be lifted?  
 

We have a shortage of accommodation with many people homeless.  The traditional bedsit is centrally 

located, affordable and comfortable accommodation for many people.  It makes no sense to have 

perfectly viable and acceptable accommodation lying empty while people are in hostels or sleeping 

rough.  It is not always possible to convert former bedsits into studios.  The difficulty arises in having 

bathrooms within the units, which would make some units too small by taking away valuable living 

space, and the layouts of some buildings may make a conversion difficult, too expensive, or the 

property owners may not get the required planning permission.  It is also difficult to get funding from 

the banks to refurbish these properties. 

 

The ban on bedsits represents the State removing the most affordable accommodation available at a 

time when accommodation is extremely scarce.  Property owners are being forced to serve notice on 

tenants who have lived in their bedsits for years because of unnecessary intervention on the part of the 
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Government in the private rental market.  Tenants are being forced to source alternative 

accommodation at a higher cost, which is not always available and are being unnecessarily 

discommoded.   Common sense should prevail in this emergency situation or it will lead to even more 

homelessness on a larger scale. 

 

 

6. Other Matters 

 

6.1 Rent Supplement/HAP 

 

The current Rent Supplement/HAP system is not fit for purpose and has many contradictions.   

 

-  Rent is not at market rate, it is 20% or more below the market rate.   

-  Rent Supplement is not paid in advance, nor paid directly to the landlord, but the   

   HAP is paid directly.   

-  It can be stopped at any time without notice to the landlord, and there is no method of 

   communication between the Department of Social Protection and the landlord about a   

   stopped payment.   

 

There is also much more bureaucracy for the landlord that forms are completed and providing 

documents to the Department when requested.  There is no recourse for landlords when rent is not 

being paid (other than to complain to the bureaucratic systems of the Residential Tenancies Board) 

and the minority of tenants who abuse the system and pocket the rent can remain in situ with no 

sanction.  The landlord will never get the rent due and the tenant can remain in the property with 

impunity for up to 18 months.  

  

To increase supply, we need private investors who want to invest and who can make a sustainable 

return from investing in long-term rental property.   

 

 

6.2 Exemption from Income Tax for Long Term Letting 

 

We request that an exemption be provided from income tax on the long term letting of residential 

property. In terms of precedent, we would refer to Section 664 of the Tax Consolidation Act 1997, 

which provides an exemption from income tax on the long term letting of agricultural land. We 

understand that Section 664 of the Tax Consolidation Act 1997 was introduced in order to change the 

culture in agricultural circles around short term leasing of land, to enable longer leases to be entered 

into, thereby giving tenants security of tenure, which in turn provides them with the flexibility to plan 

for the future and invest in their lease holding.  

 

We believe it would be welcome and very appropriate for the Government to introduce a similar 

exemption in regard to long term lettings of residential units to facilitate the cultural change that is 

required in order for this to become a significant part of residential letting in Ireland generally. We 

believe that if Government policy was supportive of this concept, it would greatly enhance the ability 

of the IPOA to convince our members, and landlords generally, of the benefits of this nature of 

letting. For our part, our Leasing Agreements propose up to 20% reduction on the market rent that 

would be charged for a unfurnished long-term letting, representing a significant saving to tenants, and 

echoing the IPOA’s commitment to the proposal. 
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6.3 Deposit Protection Scheme 

 

The Deposit Protection Scheme, in its current form, should be abolished immediately. Given the fact 

that less than 1% of all tenancies end in dispute it is an unnecessary burden on both landlords and 

tenants. The system is in place is the UK and is a burden on the exchequer in that it does not fund 

itself and this situation will be replicated in Ireland.  

 

6.4 Refurbishment Funding 

 

Government could provide funds ring-fenced for refurbishment of private rental accommodation to 

landlords at 1%, or Government could allow private property investors to borrow from Credit Unions 

for short periods of approximately 5 years solely for refurbishment.  A percentage of those units could 

then be let to local authorities or Approved Housing Bodies for long-term periods, furnished or 

unfurnished, at a rent less than market rate and reviewed every three years. 

 

Any money spent on making a rental property more energy efficient should be allowable as a 

deduction in the tax year in which it is spent, rather than as a capital expense.  This would:  

 encourage investors  to make their property more energy efficient;  

 reduce energy costs and benefit tenants;  

 help create employment with consequential tax revenue; 

 reduce carbon emissions and help achieve 2020 target.   

 

 

7  Summary of Recommendations 

 

 Urgent revision of Central Bank Lending Rules. 

 Real action on excessively high mortgage interest rates.  

 Mortgage Interest Relief restored to 100% 

 Legitimate Expenses to be allowed. 

 Law to be amended to reflect the fact that the buy-to-let sector is a business.  

 Consideration should be given to the reintroduction of targeted Capital Allowance 

Schemes for investment in appropriate, quality housing in areas of high demand. 

 Reduce and simplify existing legislation in the sector. 

 Allow bedsits with bathrooms designated for the sole use of the unit. 

 Review HAP and Rent Supplement Systems. 

 Allow an exemption from Income Tax for Long Term Letting. 

 Abolish proposed Deposit Protection Scheme. 

 Refurbishment Funding Required. 

 

 

Irish Property Owners Association, 

Ashtown Business Centre, 

Navan Road, 

Dublin 15 

 

20 May 2016 

 

 

 


