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Thank you for inviting me. 

 

I am an adjunct Professor In Finance in the School of Business, Trinity College. Previous to this, I  was 

an Associate Professor in Finance there. 

My interest in this topic stems from research interests in the area of corporate tax, shadow banking 

and regulation of financial firms. 

What are Section ‘110’ Firms? 

Revenue defines a ‘section 110’ firm as  “an Irish resident special purpose vehicle that holds and/or 

manages “qualifying assets”.   

Firms that have ‘section 110’ tax status are self declared, that is a firm informs Revenue that it qualifies 

as a ‘section 110’ firm. 

There are very valuable tax benefits from being  a ‘section 110’ firm.  

Interest paid abroad is tax free, while interest paid in Ireland is  tax deductible. This is because interest 

payments may vary (and become a distribution of profits) and are treated as a dividend when paid 

abroad.  

They are referred to  as a form of hybrid finance. 

Due to this tax treatment s. 110 firms  were a very attractive form of finance for Russian based firms.  

Capital could be raised at relatively low interest rates given the risks of providing finance to Russian 

based firms;  

There was relatively little regulation (apart from complying with the companies Acts)1; 

There were no restrictions on the use of funds raised. 

Corporate profits net of interest are low or zero and hence corporate tax payments are also low or 

zero. This is  often described as ‘tax neutrality’. 

 

General Features 

1..’Section 110’  firms vary considerably in size.  

2. They have no employees or fixed assets and minimal amounts of cash.  Administrative functions are 

performed by a Corporate Services Provider (CSP); 

 
1 There was one Revenue audit of  a ‘section 110’ firm in 2017-2018. Parliamentary Question 15th Jan. 2019, 
1492/19. 
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4. Ownership is often described as an ‘orphan structure’. There are no parents or subsidiaries. Instead 

the firm is owned by a trust or charitable trust;  

5. They are also described as ‘bankruptcy remote’ meaning a ‘s. 110’ firm cannot become bankrupt. 

However for ‘section 110’ aircraft leasing firms, a fall in the value of assets due to Covid restrictions 

has resulted in large amounts of negative equity.  Aircraft that may be  leased to Russia compounds 

this problem. 

Negative equity is most likely to be resolved by a write down of debt resulting in large losses to debt 

providers 

The Central Bank collects data on 3125 section 110 firms (termed Special Purpose Entities). Total 

assets amounted to  €1031 billion in 2021. 

These firms are further subdivided into Financial Vehicle Corporations which undertake securitization 

transactions  and Other Special Purpose Entities which do not.   

This latter group includes nearly all Russian connected ‘section 110’ firms. 

 

Funds Raised by Russian connected ‘S. 110’ firms . 

Total funds raised by Russian connected ‘section 110’ firms  amounted to €118 billion for 2005 – 2017. 

A further 17 €billion was raised on the Dublin Euronext market in the period 2018-2021.  

                                 Table 1: Funds raised on Dublin Euronext 2018-2021 (€billion) 

 2018 2019 2020 2021 Total 

Amount   2.1   6.1   3.2  5.5 17.1 

Number of firms     6   10   10  11  

 

Russian Railways (RZD) raised a total of  €10.1 billion in  2010-2021. In addition a number of banks 

have used  ’section 110’ firms to raise finance for the Russian military. 

 

Assets of Russian Firms in Ireland 

Table (2) shows a partial inventory of Russian connected assets located in Ireland.  

A full inventory would be  very useful because the number of Russian  firms and individuals subject to 

sanctions including the freezing of assets is likely to be extended.   In addition assets may not be just 

frozen but confiscated. 

The European Commission has published a draft directive on criminalising the evasion of ‘restrictive 

measures’ and has also published a draft directive on asset recovery and confiscation from criminal 

activities. 

Table (2) shows that Russian connected ‘section 110’ firms are the largest component of Russian 

owned assets in Ireland.    
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Table 2: Assets of Russian Firms in Ireland (€billion) 

   
2017 

 2018 2019    
2020 

2021 Employees in 
Ireland 2020 

S. 110 firms (SPE Entities)1 52.7 37.0 37.7  30.2 35.52       0 

Aircraft Leasing firms   4.2   4.8   7.6    5.42 N.A.     323 

VTB Commodities3   0.0   1.2   1.6     2.6 N.A.       0 

Auginish alumina + Limerick refining   0.6    0.6   0.5     0.4    459 

Holding  companies N.A.    N.A.    N.A.    N.A. N.A.       

 

Notes to Table 2 
(1).. Relates to 55, 45, 35 and 32 Russian connected firms using s. 110 tax reliefs respectively. A number of firms have yet to 

file accounts with the CRO for 2020. 

(2).. Source:-  Central Bank, statistical release 4th March 2021 Direct Financial Links to Russia by Economic Sector. 

(3).. Data relates to 3 firms. The gross assets of these three firms increased from  2.38 billion in 2017 to 5.45 billion in 2020.  

A further 12 Russian owned f aircraft leasing forms were identified, that had not filed accounts for 2020, but are still 

registered as active on the CRO web site.  Hence  total assets are likely to be larger than the figure of  €5.453 billion shown 

in Table 2.  

(3)  This firm although incorporated in Ireland, undertakes most of its activities through a branch in Switzerland. A corporate 

service provider provides  administrative services in Ireland.   

 

Russian Aircraft  Leasing Firms 

Russian owned Aircraft Leasing firms are the next largest asset grouping. The value of assets in 2020 

is likely to be far larger than the €5.4 billion shown in Table (2), as 15 of the 20 firms identified although 

active, have not filed accounts for 2020. 

All these firms are subject to tax at 12.5% (around 85% of aircraft leasing assets).  Even though very 

similar to ‘s. 110’ firms, in terms of assets, etc. the Central Bank doe not collect data for these firms.  

This raises the issue of why different tax regimes should determine data collection.  It also raises issues 

about the measurement of Shadow Banking in Ireland. 

The Central Bank does not regulate ‘section 110’ firms. Yet there are onerous requirements for data 

submission.   

 

The use of Holding Companies 

The use of Ireland by Russian connected companies has changed through time. A former U.S. expert 

on organized crime in the Former Soviet Union (FSU)  and CIA Chief of Base in the FSU, has given evidence 

to the US House Committee on Financial Services, which identified Ireland as a major location for 

wealth leaving Russia in the post Soviet period.  

A CRO search of directors of companies with a Russian address (for example Moscow) shows several 

hundred companies incorporated in Ireland in the period 1992-1996.  Most of these firms were 

dissolved without filing accounts.  

One estimate is that 50% of the  total financial wealth of Russia is held offshore (Novokmet, Pikkety 

and Zucman p. 21). This wealth is most likely held by incorporated entities and holding companies. 

A report published by Chatham House states that incorporated entities and trusts are also used to 

‘layer’  ownership through chains of ownership in financial centres such as Ireland, the Netherlands 
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Malta and Cyprus (Heathershaw, et al, p. 8). The purpose is to hide the source and ownership of 

assets2. 

Property ownership by Russian oligarchs in Ireland  is likely to be limited compared with the UK3.  

Those using more recent form of corporate entity such as an LLC  are more likely to be criminal groups 
which are  ‘second -order actors’ (Heathershaw et al. p. 46). 
 
Establishing Ownership and Sanctions 

In order to impose sanctions, Governments rely on professional firm such as Corporate Service 

Providers (CSP’s) to correctly identify the ultimate ownership of a company.  A CSP may for example 

believe that the ultimate owner is located in the Cayman Islands, whereas in fact the Cayman Islands 

firm is a subsidiary of the ultimate owner which is a resident of Belize. 

Even if the ultimate owner was correctly identified at the date of incorporation, ownership may 

subsequently change   at any point along the chain. 

Similar issues arise in relation to money laundering. Reliance on a KYC (Know your Client) process may 

not correctly identify the source of funds which are layered though a number of banks operating in 

different jurisdictions.  Correct identification requires considerable resources and legal power as for 

example in the case of the U.S. Treasury. 

Wealth and assets of Russian oligarchs, and indeed other very wealthy individuals is more difficult to 

identify than money flows.  

In this context leaks of data for example via the Panama papers will remain an important source of 

information.   

 

The Future of ‘s. 110 firms 

Post the Ukraine war the use of  ‘section  110’ firms may decline due to increased regulation at an EU 

level and restrictions on the global movement of financial flows. 

‘Section 110‘ firms may be regarded as ‘tax neutral’ in Ireland but they can result in large tax losses in 

countries which receive interest payments. For this reason the use of ‘hybrid finance’ has resulted in 

a number of EU anti-tax avoidance measures for example ‘interest limitation rules4.  

The proposed EU directive on ‘shell  companies’ is also likely to impose restrictions on firms which 

have no fixed assets or employees  

 
2 One example of such structure in Ireland is shown in a court case involving “intimidation fraud and 

corruption” in a disputed takeover of a Russian based firm, Toaz (Mary Carolan, Irish Times May 9th 2022). An 

Irish incorporated holding firm, Eurotoaz is central to these threats. The immediate parent of Eurotaz is 

located in the British Virgin Islands. 
3 Heathershaw, et al (P. 54) report a value  of over £2 billion.  
4 Aircraft Leasing in Ireland may not be affected an interest limitation rule. PWC state “From an aviation 
finance perspective, following ongoing engagement with the industry, it is positive that the interest limitation 
legislation recognises the commercial reality that an element of an aircraft operating lease rental is equivalent 
to interest income, thereby allowing a lessor to reduce its net interest expense” available at:- 
https://www.pwc.ie/publications/2021/aviation-finance-tax-round-up-december-newsletter.pdf. 

https://www.pwc.ie/publications/2021/aviation-finance-tax-round-up-december-newsletter.pdf
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