
IIP Opening Statement to Oireachtas Housing Committee – 01/06/2023. 
 
Introduction 
 
Irish Institutional Property (IIP) is the voice of institutionally financed investors and real estate providers 
with significant local and international backing in the Irish real estate market. The mission of IIP is to 
promote the development of a progressive world class real estate sector in Ireland, which benefits 
members, the economy and wider society. IIP members are backed by a diverse group of investors, 
including Irish and international pension funds, among others. Post the Global Financial Crisis (GFC) 
institutional capital has become a significant component of both the global and Irish real estate markets, 
providing stable long-term funding to enable sustained delivery of the required supply of critical 
infrastructure, housing, and workplaces. This capital has now largely re-structured and replaced the 
“highly leveraged” funding model of the past. These changes in the funding model were necessary to put 
Ireland on a par competitively with other OECD countries that recognises capital intensive activities such 
as housing and related real estate, need stable and more conservative capital structures to avoid the debt 
fuelled boom and busts of the past.  
 
Since 2015 IIP members, have collectively invested c.€20bn in delivery of critical real estate in the Irish 
market as illustrated below: 

● IIP members directly employ over 6,000 people. 
● IIP members indirectly employ a further c.23,000 people. 
● IIP tenant companies employ more than 36,000 people IIP members include five of the largest 

20 companies on Euronext Dublin (formerly known as Irish Stock Exchange) 
● IIP members are on target (post Covid) to deliver around 50% of the projected private market 

housing output in Ireland.   
● Institutional investors are the major providers of debt funding to a significant majority of house 

builders and developers in Ireland that account for the balance of new housing output. 

 
 
Basis for LVS 
IIP members welcome the concept of capturing some of the value uplift in taking land from a 
lower use value to higher value and then using the revenue captured to fund the required 
infrastructure necessary to facilitate that higher use value.  
 
However, there are a number of significant potential unintended consequences which may 
arise if the proposal was to be implemented as currently proposed.  One key issue is the risk to 
the viability of apartment development.  The Explanatory Memorandum notes that “it is 
evident that the benefit conferred by the zoning of land for residential development results in 
significant uplifts in land value”. While this is true in some cases, as laid out in very stark 
economic terms in the Project Emerald report (see here )issued by the Department of Finance 
in April 23, it is very clear that in many situations by zoning land to high density apartment 
development it would create a negative land residual value. Imposing another tax on that 
already unviable situation would only make it worse and create a lot of very negative 
unintended consequences in the urban land market and further limit new housing supply.  
 



It is critical that the LVS tax is structured to ensure that all the tax collected is ring-fenced to pay 
for and build all the infrastructure required for a particular project / area. Only when that land 
can be developed without a “funding gap” should any surplus funds be allocated to a wider 
county budget.  
 
As drafted the proposal will: 
 

• Not reduce housing costs in any way – but ultimately only increase the “tax wedge” in 
housing costs which is already one of the highest tax takes in Europe.   

• By introducing the measure as a blunt “cliff edge scenario” it potentially leads to a 
hiatus in the land market. – There are many examples today of high-density sites that 
are already unviable (no land residual value) and now are at risk of an additional tax 
being imposed.  The impact of this is already manifesting itself in the land market. A 
phasing in over a 5-6 year period at a growing percentage per annum, say 5,10,15% and 
so on would be preferable to avoid significant turmoil in the land market.   

• Have detrimental implications for funding structures and investments made in recent 
years. Many, in particular higher density sites have already been delayed by judicial 
reviews and significant delays at ABP.  As things stand there is no sign that this will 
change any time soon. It is imperative that the LVS tax reverts to the original proposal 
and the tax should apply only to newly zoned land for a long period. The so called 
transition arrangements will not be enough to avoid many investment write-downs.  
Recall currently that 65% of all apartment developments are being JR’d with an 88% 
success rate.   

• This risk must be viewed in the context where around 80%  of all funding for housing 
(including social and affordable) has to come from abroad – is this the right signal we 
want to send to this funding – initial soundings from IIP members is that, the statement 
of intention to impose an additional tax on land purchased – in good faith -  in recent 
years will only increase funding costs and make even more projects less viable.   

• The IIP is surprised that the initial proposal to have the LVS replace levies was scrapped. 
The market initially understood that the LVS would replace the S48 and 49 levies and 
the investment case and viability would be unchanged – but as proposed it is a 
retrospective tax on currently zoned land which will have significant unintended 
consequences.  
 
Observations on UDZ 

• The IIP welcomes the idea of properly planned areas, in particular with the full 
calculation of costs of infrastructure up front and the requirement for a funding scheme 
to be developed. As noted, it is essential that the LVS is used for this.   

• However – we are concerned many of the “lessons learnt” from the very slow roll out of 
the SDZ’s – where IIP members are the main actors – have not been addressed.   

• The Explanatory Memorandum noted that “evidence from designated SDZ’s is that there 
has been a significant delay between the making of a Government Order and the 



preparation of the of the planning scheme, after which point there may be further delays 
associated with infrastructure planning and delivery. By this stage, it is often the case 
that changes to the adopted scheme are required and this results in further delay”  

• IIP members who have been the main private sector and financial actors, alongside the 
public authorities bringing the major SDZ’s to fruition.  While a full blown UDZ might be 
a good idea for a “new town”, it is critical that a less restrictive format similar to the 
SDRA in the Dublin City Council plan may be more appropriate in most cases – as long as 
the costing and infrastructure funding plan is also addressed.  Even then a UDZ will need 
more flexibility in implementation to expedite delivery, one of the key obstacles that has 
hampered the roll out of SDZ’s to date.  

 
In summary  
The UDZ has the potential to be a positive enhancement of the SDZ system. The Explanatory 
Memorandum has identified one of the key reasons SDZ’s were slow to get started and in many 
cases are still stalled – the need for a funding plan. However, there are many other issues that 
do not work in SDZ’s, in particular the need for additional flexibility – without the need to 
change the whole plan – to allow developers respond to constantly changing market and 
funding realities.  
 
A facilitated engagement in a workshop between the Department and the main stakeholders in 
the major SDZ’s on lessons learnt to date would be a good way to do this. IIP members who are 
the main players in this space would be happy to participate.  
 
Other than very large developments – new towns – it may be that a less onerous UDZ similar to 
the SDRA process used by Dublin City Council is a more appropriate way to create coherent 
urban plans. Obviously, the proposal that a full plan for associated infrastructure would need to 
be added to the planning side is a good idea from this draft bill.  
 
We have very significant concerns on the negative – we believe unintended consequences – of 
the LVS proposals as drafted. It is clear that the authors of this proposal were not familiar with 
the April ’23 study – called Project Emerald - for the Department of Finance by KPMG. Reading 
the LVS proposals in conjunction with the Emerald report is very sobering and it is very clear 
that the LVS proposal will lead to many situations where a tax could be added to situations that 
already are not viable, putting projects even further in the red. The current proposal has the 
potential to disrupt and distort the land market and, in many instances, cause very significant 
financial distress to developers and investors in development land who have been subject to 
inordinate delays due to a systemic breakdown in the planning system – in particular for the 
higher density urban housing that this country needs both for social and environmental 
reasons.  
 
The current LVS Proposal – which in its basic form theory should be a fair and reasonable idea – 
is very problematic -  in particular departing from the previous proposal to have it replace 
development levies – it also seems totally disconnected from other government initiatives to 



deal with viability challenges such as the levy waiver and Croi Caoimhe and its  application 
totally ignores the viability insights in the recent Project Emerald report.  
 
Interestingly the Explanatory Memorandum states “it is important to note that the analysis 
undertaken by Indecon is based on assumptions and an incomplete dataset given the lack of 
recorded data on land values.” 
 
It is essential that a major review of the LVS proposal is undertaken and that the Indecon report 
is released so that it can be analysed by the wider industry to identify any further potential 
unintended negative consequences in addition to those that are already very obvious to 
developers and funders of housing.  
 



Addi�onal Notes 

Regulatory Uncertainty 

• Large apartment developments can take 4-5 years to build. The investment commitment 
is made up front and investors need to know there will be no material changes to the 
assump�ons they have made. Changes should only apply to developments started a�er 
the change as investors can price that in from the get-go. In recent years there have 
been a significant number of changes that undermine confidence of investors and 
developers to undertake large complex projects. The LVS proposal – applying 
retrospec�vely to current investments adds to this list. Recent changes that have 
impacted investors’ confidence include:   

o Se�ng the rent cap at 2% - well below infla�on 
o Restric�on on debt in certain investment structures by the Central Bank of 

Ireland 
o An increase in the percentage of Part V units  
o Banning of Co-Living & BTR codes which are very successful in other jurisdic�ons 

on uninformed sen�ment not any evidence of poor standards.  
o Introduc�on and withdrawal of Social Leasing ini�a�ve  
o The use of the HDNA process to “cap” available housing land – even key 

brownfield sites in urban loca�ons.  

Project Emerald 

Published by the Department of Finance in April 2023. 

htps://www.gov.ie/en/publica�on/7a4b7-project-emerald-residen�al-funding-report/ 

 

 

The report shows that higher density apartment development remains unviable outside of 
Dublin and indeed highly challenged in Dublin (see tables below from the report). 

https://www.gov.ie/en/publication/7a4b7-project-emerald-residential-funding-report/


The numbers illustrate that most sites have a nega�ve land residual value, something the 
government is trying to overcome with Croí Cónaithe and the recent pause on development 
levies.  

As most UDZ’s are likely to be higher density apartment developments, either one of two things 
will happen. There will be long and protracted disputes as to what the tax should be with the 
state focused on collec�ng a tax and landowner and/or developer challenging. IIP members are 
of the view that 1) if a tax is imposed  - which is a risk as we have no visibility on the Indecon 
report proposed calculated workings - it will further undermine viability and 2) if a valua�on 
process endorses the view – as highlighted in the Department of Finance report -  that there is 
no value upli� – no tax will be collected and the UDZ will – as happened with the SDZ’s (un�l the 
arrival of the URDF) – be le� without any infrastructure funding.  

Referencing tables from the Project Emerald Report highligh�ng the current development costs 
for various forms of apartment development based on SCSI figures, prior to recent infla�on.  

It is very clear that the “Total Cost” is in many cases far in excess of what a units can be sold at 
in the market making the project viable. Even if the site cost is deduced, the saving is s�ll not 
enough to make the project viable indica�ng that the land – in theory – has a nega�ve land 
residual value.  

The second table shows the numbers adjusted for the recent surge in infla�on which has made 
viability even more challenging.  

 



 

Impacts of Planning Uncertainty 

• The last number of years has seen a surge in judicial reviews of higher density housing 
schemes. The introduc�on of the SHD system and the new na�onal codes on Height and 
Density – has drama�cally increased the number of apartment schemes that are stuck in 
court or have been overturned and must start again. In many cases developers and 
investors have had to wait for new Development Plans to be adopted to start again and 
even some of those plans are now being challenged in the courts.  

• 30% of all (large 100+) residen�al schemes challenged in the courts. 65% of all higher 
density (apartment) schemes. 88% are quashed or withdrawn. 

• Added to that systemic breakdown in a func�oning planning system has been the well 
reported delays and restructuring at An Bord Pleanála  

 



• It is essen�al to sustain confidence by investors in the market, who bought land in good 
faith, before any LVS proposal is applied that they are allowed to complete thier 
developments without the imposi�on of a retrospec�ve tax.  

• This is cri�cal in the context – as highlighted in the Project Emerald report – that Ireland 
will need to rely very heavily on foreign, mobile capital to build future housing stock. 
That includes a significant percentage of the planned social and affordable target. 

• While the government is inves�ng directly and via the use of ISIF funds – the vast 
majority of the funding for housing is from the private interna�onal markets – whose 
confidence we need to maintain as we have done for FDI investors with a strong 
commitment to a steady predictable tax regime. The LVS proposal as dra�ed completely 
undermines this as the proposed transi�on arrangements do not capture the reality of 
delays on the ground.  

Other Delays: 

• In addi�on to the planning delays highlighted above – there are other issues delaying 
the start of development which may cause them to be unfairly caught by the transi�on 
arrangements: 
 

o Sequen�al developments whereby we cannot apply for planning permission 
ahead of another landholding within a certain loca�on,  

o Core numbers under the development plan or LAP do not allow for lodging a 
planning applica�on,  

o Water, wastewater or road constraints, and; 
o Development land in conjunc�on with third par�es where collabora�on 

agreements are required. 
 

Other Points:  

• Off-sets - The proposal to allow off-sets to allow developers to provide land of build 
infrastructure is very posi�ve and will lead to beter value for money in the use of the 
LVS tax.  
 

• Phasing in. As noted earlier, it is key that exis�ng investments are not taxed 
retrospec�vely. However, to avoid a major “cliff edge scenario” we suggest that once the 
tax is imposed it is phased in at increments of 5% per annum un�l it reaches the 30%. 
This will help the land market remain func�oning, avoid lengthy disputes and a poten�al 
overwhelming of valua�on tribunal resources. It will also encourage landowners to move 
early and release more land. As currently dra�ed an overnight “cliff edge” will cause 
major disrup�on in the market and lead to significant levels of disputes.  
 



• UDZ.  The issue of SPPR’s and Na�onal Planning Statements applying in UDZ’s as they are 
enacted must be addressed. In some SDZ’s ministerial guidelines issued 4-5 years ago 
have not yet been incorporated into the SDZ’s despite official policy that they must be 
included. It is essen�al that these rules / guidelines apply in a UDZ as they do in any 
Development Plan as soon as they are adopted – without the need for a further 
adop�on process. 
 

• Use of Levies - Make sure there is no “funding gap” in a UDZ before any money is 
transferred out of it. The idea that some should be “shared” with the county could 
create a situa�on where the project is stuck with no funding for key infrastructure.  
 

• UDZ funding model – It is important that the state develops some funding model to help 
liquidity issues in the early stages of a UDZ. There may be 5-6 landowners, but only one 
wants to develop early. That one LVS contribu�on may not be enough to fund the up-
front infrastructure to open up the land. The state should consider lending to the UDZ 
un�l the other landowners start, who will than fund their share and pay down the state 
loan. This has been one of the challenges that has stalled SDZ roll -out.  

• Tax Wedge increase. It is worth recapping on the significant number of taxes that have 
been imposed on development since the Kenny Report.  

o Capital gains tax (currently at 33%, but previously as high as 80% in this context),  
o VAT (currently 13.5%),  
o Development contribu�ons (es�mated at an average of €100 per square metre 

or 10k per unit),  
o The social and affordable obliga�on under Part V of the Planning Acts (20% of the 

exis�ng use value),  
o Connec�on fees to Uisce Éireann (formerly Irish Water)  
o Other site ac�va�on measures, including the RZLT (at 3% of market value per 

annum)  
o VSL (at 7% of market value per annum) 
o Where relevant, archaeology fees now can run to 3-4k per unit.    

• Payment of the Charge; the payment will form a condi�on on the grant of planning 
permission but there is no detail in the dra� Bill on how the Charge is to be paid. We 
would propose that the charge be paid on a per unit basis prior to the closing of a home, 
similar to Sec�on 48 Contribu�ons. In addi�on, how the cost of deduc�ng public 
infrastructure from the charge is calculated needs to be considered along with the 
defini�on of ‘public infrastructure’ as well as clarifica�on that the infrastructure costs 
are a deduc�on from the tax liability?  
 

• Exemp�on of Social & Affordable Developments; we would recommend that in hybrid 
schemes that the percentage of Social & Affordable homes are exempt from the Charge. 



It appears unfair that smaller schemes that are more likely to get support from LAs for 
an en�re Social & Affordable scheme, of say less than one hundred units, would be 
exempt from the Charge.  

• Standardisa�on of Process.  It is important that adequate resources and training are put 
in place at LAs to manage this and there is a consistent code of prac�ce for its 
implementa�on. 

• Mapping process: the process of dra�ing the maps of land applicable for the Charge 
should have a consulta�on process similar to that of the RZLT mapping process.  
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