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Sean Quinn

EXCLUSIVE

“I never considered
throwing in the towel”
Quinn says he will address
IBRC concerns over funds
BY TOM LYONS

Bankrupt, imprisoned - but
now back. Sean Quinn, the
tycoon who was once Ireland’s richest man, has said
his new betting business is
just one part of his family’s
“fightback”, adding that he
also harbours ambitions to
make a return to the manufacturing and hospitality
industries.
In an exclusive interview

in today’s Sunday Business
Post, the businessman also
revealed that the former
Anglo Irish Bank had raised
queries about the funding of
QuinnBet, amid an ongoing
battle between the bank and
his family over alleged international asset-stripping.
He said the family had
addressed those issues, and
would give further information to the courts if required.
Outlining an ambitious ex-

pansion plan for the business,
Quinn said it was also his intention to return to the world
of business.
“I never considered throwing in the towel. This is one
part of my family’s fightback,”
he said.
Quinn, who lost his billions
on an ill-fated investment in
Anglo, said his new betting
business now had 10,000
customers, and had turned
a profit within the first six

months. “The indicators
are that QuinnBet can be a
tremendous success,” said
Quinn, who was jailed in 2012
for contempt of court.
“I am delighted to be back
in business, albeit it is a different business that I would
have ordinarily been associated with.
“However, I recognise that,
properly managed, it can be a
huge opportunity.”
Full story: page 3
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PAC to recommend a ‘sunset
clause’ for banks’ tax amnesty
BY JACK HORGAN-JONES
AND HUGH O’CONNELL
The Dáil’s most powerful
committee is to recommend
changes to the law which currently allows some banks to
pay no corporation tax for the
next two decades.
It comes as Fianna Fáil and
Sinn Féin are increasing pres-

sure on the government to
change rules that allow banks
to write off boom-time losses
against tax.
Public Accounts Committee
(PAC) chairman Sean Fleming
told The Sunday Business Post
he would include a call for a
‘sunset clause’ in a landmark
report set for publication after
Easter. If such a measure is

made law, banks will not be
able to write off their historic
losses against tax for a period
greater than ten years.
“They’re now highly profitable, they should be making
a contribution,” Fleming said.
“When the taxpayer bailed out
the banks, we put in whatever
we put in. Now they’re getting
a second bailout by putting in
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Bank of Ireland paid senior executives nearly €62m in 2017
BY IAN GUIDER
MARKETS EDITOR
Bank of Ireland paid out almost €62 million last year in
salaries to more than 200 of
its senior staff.
A regulatory filing by the
bank this month shows that

222 staff who are “code role
holders” – executives whose
jobs are identified by regulators as material to the running
of the bank – shared €61.7
million in pay.
Under regulatory rules all
banks are required to list the
pay of all staff that hold key

positions in a bid to improve
transparency. The figures are
separate to the usual disclosures in annual reports, which
lists details of directors’ pay.
According to the filing,
some 37 Bank of Ireland staff
who held positions in its corporate and treasury division

When is a woman 12 weeks
pregnant? The government
has yet to decide exactly when
Vol. 31. No. 10

the 12-week abortion window should begin.
In other EU countries that
have legalised abortion in early pregnancy, the start date
of a pregnancy is either the
date of conception or the date
of the pregnant woman’s last
menstrual period - typically
two weeks before that.
A 12-week time period that
begins at conception would
usually fall 14 weeks after a
woman’s last menstrual pe-

riod, for example.
A spokesperson for Minister for Health Simon Harris
said that the level of detail,
surrounding the start time,
had “yet to be determined”.
The European arm of the
US-based Centre for Reproductive Rights said practice
varied throughout Europe.
“Across the 36 European
countries that allow abortion on a woman’s request,
the most common starting

BY JACK HORGAN-JONES
Fine Gael MEP Brian Hayes
has said that Ireland should
review how companies are
using tax break incentive
structures introduced to attract investment during the
recession.
His comments come in the
wake of revelations about the
role played by Irish financial
entities in the financing of
major Russian companies,
which the former minister
for the IFSC said was a reputational risk.
“Once the crisis happened,
as a means of getting investment into Ireland, a number
of different taxation changes
occured. I could understand
those at the time, because
they were all built on getting
investment into the country,”
he said.
“We should look back to
make sure it's all fit for purpose and all kosher, because
sometimes unintended consequences cannot be foreseen
at the time. We should review
everything in the context of
where we are now; where
we are now is a million miles
away from where we were
seven or eight years ago.”
Hayes’ intervention will be
seen as significant by market

watchers, as he was junior
minister with responsibility
for financial services at the
time many of the structures,
such as collective asset vehicles (Icavs) and qualifying
investor funds (Qifs) were
introduced.
It comes as finance minister Paschal Donohoe also
signalled that reforms may
be needed to recession-era
structures introduced by Michael Noonan. Responding to
last week’s story on the use
of the IFSC by Russian linked
entities, Donohoe said: “What
I am about to say does not apply to Michael [Noonan] and
all the different challenges
that he faced, because everything he did was the very
best choices made. But standards and concerns in these
matters always evolve.” He
was speaking to The Times
Irish Edition.
Further information from
the TCD paper, ‘Ireland, Global Finance and the Russian
Connection’ was published
last week on the website of
think tank Tasc.
It shows that 26 Section 110
companies, which are used
as Irish conduit vehicles in
global financing operations,
were connected with 13 Russian firms that encountered

what the academics described
as “financial difficulties” associated with widespread upheaval in the Russian banking
sector since 2014.
Several firms with linked
Irish entities have required
state bailouts or been wound
up following, on occasion, allegations of corruption. Bank
of Moscow, which has a linked
Irish entity (BOM Capital)
needed a $14 billion bailout in
June 2011. The New York Times
reported that its stake takeover
occurred amid raids on the
homes of senior executives as
part of a criminal investigation
into embezzlement.
Peresvet Capital, an Irish
company linked to Peresvet
Bank, had its debts downgraded in 2016; the Russian
banks’ chief executive disappeared in the midst of its crisis, and according to Fitch, almost a tenth of its loans were
made to companies seemingly without real businesses.
Vneshprombank managers, Bloomberg previously
reported, “may have stripped
the bank’s assets for investments in real estate, expensive vehicles and financial
instruments”; it too has an
Irish linked Section 110, VPB
Funding.
See Post Plus, pages 1-2

Cairn and Glenveagh square
up over prime Dublin 8 site
BY JACK HORGAN-JONES
Ireland’s largest house builders are set to face off in a battle
for one of Dublin’s best remaining brownfield housing projects at the site of the
former Player Wills cigarette
factory.
The site is currently in receivership, although both
Cairn Homes and Glenveagh
Properties are scouting the
possibility of forming joint
ventures with Nama, which
controls the loans linked to
the property.
It is understood that one
option being considered by
the state’s toxic loans agency
is the removal of the receiver,
Grant Thornton’s Stephen Tennant, after which it would run
a competition to find a joint
venture partner for the project.
Sources said Players Square
would include a large portion

of social housing, the development of which would likely
be front-loaded to the start
of any new development
scheme.
Sources close to the project
said it was one of the last high
quality pieces of regeneration land available between
the two canals in the capital.
The completed scheme
could accommodate more
than 500 apartments, as
well as commercial and
office space. The original,
lapsed, planning permission
allowed for 754 apartments
and a significant retail space
including a supermarket and
home textile store, a school, a
medical centre and a leisure
centre with a swimming pool,
as well as two creches.
The site was originally developed by Bee Bee developments with loans advanced by
AIB. However, the borrowings

were transferred into Nama
during the crash.
Cairn and Glenveagh will
face stiff competition from
international players for the
rights to partner with Nama
on the project.
Speaking after Cairn Homes
published its results last
week, the company’s chief
executive Michael Stanley
said it would be open to pursuing further joint ventures
with Nama. It already has one,
at Parkside in north Dublin,
under its belt.
“If Nama have a situation
where they have appointed
receivers to a number of sites
– as far as I know, Deloitte and
KPMG are not house builders
– then it makes perfect sense
for Nama to look at those opportunities,” he said.
“We may look at one or two
more of those with Nama over
the coming year or two.”

another subsidy by not having
to pay corporation tax. This
is a new cost to the taxpayer
above the original bailout.”
The government has extended the period of the
bank levy, which is designed
to recoup some of the state’s
recession-era bailouts of the
sector. However, Fianna Fáil

to page 4
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disadvantage in seeking to
retain and attract staff, particularly those with certain
skill sets and in international
locations,” it said.
However, AIB is seeking approval to offer its top executive
deferred shares worth up to
100 per cent of their salary in

a bid to keep key staff.
A filing by Ulster Bank on
what it calls “material risk takers” reveals that it paid out €15
million to 62 staff. One executive, believed to be outgoing
chief executive Gerry Mallon,
was paid between €1 million
and €1.5 million last year.

l Transdev warned tight deadline

left ‘insufficient contingency’

l Operator flagged ‘technical and

operational risk’ in September
BY HUGH O’CONNELL

Barbara Judge has been forced to
step down from her position as chair
of the British Institute of Directors
Picture: Bloomberg

Glenveagh board member
embroiled in racism row
BY JACK HORGAN-JONES
CHIEF REPORTER
A board member and adviser to Irish homebuilder
Glenveagh Properties has
been forced out of her prestigious role at the Institute
of Directors after becoming embroiled in a racism
storm in Britain.
Glenveagh Properties
refused to say this weekend
whether they would ask
Lady Barbara Judge to step
aside from its board after
she allegedly made derogatory and racist comments,
including stating that
“blacks can get aggressive”.
In phone calls disclosed
after an internal investigation into her conduct
towards staff members, she
allegedly told the Institute

of Directors managing director that “the problem is
we have one black and one
pregnant woman [on the
body’s secretariat] and that
is the worst combination
we could possibly have”.
The phone calls were
reportedly recorded by the
IoD managing director.
The Financial Times
reported that there is a
long-running feud at the
lobby group, which has lost
much of the gravitas and
influence it commanded
before the financial collapse.
Judge is also alleged to
have made her assistant
stand on a staircase for
an hour “whilst a painter
considered the best light
in which to paint a portrait
of Lady Judge”. In addition

to the phone calls, the report - which was leaked to
The Times newspaper - is
based on interviews with
staff members.
A spokesman for Glenveagh said Judge, who is a
non-executive director “has
advised us of her decision
to step aside temporarily
from her role as chairman
of the Institute of Directors
in the UK. We are conscious
that there are a number
of issues in dispute in this
matter and therefore it
is not appropriate for the
company to comment further at this time”.
Asked if the company
would be asking Judge to
step aside, the spokesman
said that he had nothing
further to add to the statement.

The operators of the Luas
Cross City came under pressure to begin operating the
Dublin tram service earlier
than planned, new documents reveal.
Transdev was asked by
Transport Infrastructure Ireland (TII) last year if it would
be able to begin services on
the cross-city tram route on
November 30. But the company rejected this request,
saying it increased technical
and operational risk.
Emails obtained under
Freedom of Information also
reveal that Transdev told authorities last July that it did
not intend to begin operating
Luas Cross City until January
this year, unless a number of
criteria were met.
The tram route, which runs
from St Stephen’s Green to
Broombridge in north Dublin, opened on December 9
last but has been causing
major disruption for commuters since. This newspaper revealed last month that
Transdev had warned of a
“crisis situation” facing the
route three months before it
became operational.
The latest emails released
by TII show Transdev wrote
to the state agency last September about its request to
open the new line on Thursday, November 30.
“After careful consideration Transdev can confirm that LCC will not be
in a position to be opened
for passenger service on
30 November,” the letter
read.
It said bringing forward
the commencement date
by nine days would increase
“technical and operational

risk” for the Luas Cross City
operation, and potentially
for the existing red and green
lines.
Transdev’s view was that
construction would continue right up to passenger services commencing and that
this “may adversely impact”
its readiness.
“Pulling the commencement date forward leaves
insufficient contingency in
the driver training plan,”
the email said. The operator
also said it could not endorse
opening the tram on a weekday as it “incorporates risk in
terms of peak traffic, driver
availability, [and] opportunity to address issues”.
The correspondence released to this newspaper also
reveals that Transdev sent a
letter to TII last July outlining
its intention to commence
services on January 9 this
year, unless a number of
criteria were satisfied.
These criteria included the
Luas Cross City being handed
over to Transdev no later than
September 10 in a condition
that allowed it to begin driver
training, including that signals were operational and
path markings cleared.
The €368 million tram line
was launched on time and
on budget last December
9, but there has been major
traffic disruption ever since.
Already Dublin Bus has
diverted dozens of routes
away from the particularly
problematic College Green
area after journey times for
some passengers had more
than doubled.
Luas passengers have also
complained of overcrowded trams moving slowly
through the city centre at
peak times.

Questions remain on 12-week abortion window
from page 1

these countries’ laws do not
explicitly specify the starting
point and so often clinical or
other official guidelines provide this information.”
The Department of Health
published a policy paper on
the regulation of the termination of pregnancy on Friday.
It said this would happen

from page 1
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ing sector in 2008 no lender
has been able to offer either
cash bonuses or share option
schemes to their staff. There
is still a notional pay cap of
€500,000 in place.
“The remuneration restrictions place the group at
an increasing competitive

State push
to open
new Luas
line early

PAC to push
for a ‘sunset
clause’ for
banks’ tax
amnesty

to page 4

point for the relevant time
limit is LMP [last medical
period]. However in some
European countries the start
date is conception,” according
to the Centre for Reproductive
Rights.
“In some of these 36 countries the law explicitly indicates whether the legal time
period runs from LMP, or
from the later point of conception. However, many of

The filing also shows that
one departing staff member
received severance pay of
€500,000 in 2017.
According to the document
the inability of the bank to
offer variable pay is a key
risk to the business. Since
the state bailout of the bank-

Russia and the
IFSC: pressure
mounts for
tax changes

Questions remain on 12-week abortion window
BY SUSAN MITCHELL

across 2017 were paid a total
of €16 million, or an average
of about €430,000 each. At
Bank of Ireland’s retail division, 41 role holders in 2017
shared €12.2 million in salary.
A further 22 staff in its group
finance and HR unit were paid
€8.6 million.

finance spokesman Michael
McGrath said this measure
was insufficient.
“From an equity and justice point of view, we think
it is fair and reasonable that
they would be required to
pay some corporation tax. We
don’t believe the bank levy is
an adequate replacement so
it would be our view at this
point that there is a need for
change in policy,” he said.
“I don’t think it is acceptable that banks that were
bailed out by the people and
which are now handsomely
profitable again would not

if the referendum to repeal
the Eighth Amendment,
which recognises the equal
right to life of the mother and
the unborn, is passed. Harris
previously said he wanted to
see a GP-led abortion service,
although that is not explicitly
stated in the policy paper.
GPs have expressed reservations about his proposal.

The Department of Health
was unable to cite a single EU
country where abortion is a
GP-led service.
Information provided by
the Centre for Reproductive
Rights show the government’s
proposal to insist that women
undergo a mandatory waiting
period before proceeding with
an abortion is in line with var-

have any corporation tax liability for a long number of
years.”
After bailing out the banks
nearly a decade ago, former
finance minister Brian Lenihan brought in a rule whereby
they could only carry forward
50 per cent of losses against
future profits. The last Fine
Gael-Labour government
scrapped this to allow 100
per cent of losses to be carried
forward. This was done in order to improve bank balance
sheets and avert the need for
further capital injections.
McGrath said now that
banks were profitable, this
justification is no longer relevant. While he is awaiting a
report from the Department of
Finance on the issue in June,
he said Fianna Fáil’s position was that a change was
required. “The report would
have to convince us that a
change is not required,” he
said.

If the government were to
limit banks’ ability to write off
past losses against tax, it could
affect the value of the state’s
shareholding in the banks,
and potentially reduce the
price achieved in any future
sale of bank shares. However,
PAC chairman Fleming said
the value to the state would
be in extracting a tax payment
from the banks in the near
term.
“Wouldn’t the Irish taxpayer be better, instead of having a valuable asset down the
road, to get a bit more tax out
of them each year,” he said.
Sinn Féin finance spokesman Pearse Doherty said
he would be “piling on the
pressure” to change the current rules. “It’s something
that we’re going to continue
to pursue. Whatever about
the logic for this in terms of
[avoiding future] capital injections, it’s no longer the only
option for the state.”

ious other EU countries.
Belgium, France, Germany,
Hungary, Italy, Latvia, Luxembourg, Portugal, Slovakia,
Spain and the Netherlands all
impose a mandatory waiting
period on women who wish
to procure an abortion.
Leah Hoctor, Centre for
Reproductive Rights regional director for Europe, said,

“Where such waiting periods are specified in European countries’ laws, the most
common timeframe seems
to be a waiting period of two
or three days.”
The cabinet agreed last
week to hold a referendum
asking voters to repeal the
Eighth Amendment.
See page 18

INVESTMENT OPPORTUNITY
RYCO BOOK PROTECTION SERVICES LIMITED
(in examination under Part 10 of the Companies Act 2014)

Expressions of Interest are sought in respect of an investment opportunity in the
above Company by the Interim Examiner, Mr Dessie Morrow of Baker Tilly
Hughes Blake.
The business of the Company is the manufacture of adhesive and non-adhesive
products for the protection of hard back and paperback books. Current product
and service offerings include: paperback covers, rhino retail packs, whiteboard
adhesive rolls, hardback book covers, speciality coatings, contract coating,
lamination and photographic seal ranges.
The business of the Company has been in existence for over 20 years with
operations headquartered in Bray, Co. Wicklow. The Company also has a trading
operation in the UK.
Expressions of interest should be forwarded to the Interim Examiner, Mr Dessie
Morrow at Dessie.morrow@bakertillyhb.ie or alternatively contact (01) 66 99 999
on or before 4.30 p.m. on 16 March 2018.
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How a €100 million regeneration project stalled

20 LIMBO
YEARS IN

How did it get here?
Where did it go wrong?
What happens next?

THE INSIDE STORY OF DUBLIN’S IVEAGH MARKETS

By Jack Horgan-Jones

‘W
Publican Martin Keane
pictured in the Iveagh
Markets on Francis Street
in Dublin 8
Picture: Marc O’Sullivan

here there’s
shite, there’s
money,”
says Martin
Keane,
laying out architects’ plans on an
ancient desk covered in pigeon
droppings. On the table, he
skims through page after page
of lush, computer-generated
imagery. In the CGI of the Iveagh
Markets on the pages, colourful
shoppers skip between stalls,
hold conversations and spend
money – all against a backdrop of
tastefully-regenerated buildings.
to page 16

16 Iveagh Markets
If the developer
can’t bring the Iveagh
Markets back to life,
the building should
revert back to Dublin
City Council . . .
there should be no
suggestion of a state
subvention until a
sustainable business
model is developed
from page 15

Behind him, in the real Iveagh Markets, a family
of foxes scurry away from the commotion.
The markets, a historic landmark in Dublin
city centre, look even older than their 111 years:
overgrown, graffiti-daubed, dilapidated and dangerous. Ramshackle gangways bridge divides
between vibrant, wild green spaces. Here, a disused washing machine; there, a rusting van emblazoned with the name of Keane’s Temple Bar
pub, the Oliver St John Gogarty. Piles of desks and
chairs; filing cabinets; empty cans and naggins.
Keane has long promised a landmark regeneration of the late Victorian markets. A new hotel,
restaurants, bars, traders, a conference centre, a
brewery and distillery, a bakery. An opportunity,
in his words, to show off “the best of Irish”. And a
new quarter of Dublin city, expanding the tourist
trail west and south into the Liberties. Community amenities, and regeneration not just of the
markets, but of one of Dublin’s most ancient,
historical – and deprived – areas.
On the surface, the business case is compelling. A hive of activity and a showcase for Irish
produce, sharing the same postcode as five of
Ireland’s top 20 tourist attractions. A focal point
for a community of 23,000 people, 40 per cent of
whom are foreign-born, which includes much of
Ireland’s new start-up scene. A stone’s throw up
Thomas Street, more than 90 companies make
their home at the Digital Hub incubator.
So how is it that the Iveagh Markets have been
labelled a “shame” and a “disgrace”?
A Sunday Business Post investigation this weekend
reveals how council officials have tried – and
failed – to persuade Keane to step away from the
scheme, and how a court battle could yet break
out over the future of the project. The developer
and publican has issued a plea to the state to bail
him out by brokering or providing directly tens of
millions of euro in funding for the project, saying
it risks financial ruin without support, taking tens
of millions of euro of his capital with it – yet he
still stands to profit by millions.
As residents despair and the markets disintegrate, conservationists are crying foul over the
whole scheme.
How did the Iveagh Markets get here? And
where is it going?

M

✽✽✽

artin Keane remembers the Iveagh
Markets in its pomp. In the mid-1950s,
he rode on the handles of his father’s
bicycle to the market from his family
home near the canal. He has lucid memories of
the market, which was built by the Guinnesses
for local street traders in the early 20th century.
The wet market for foodstuffs, and dry market
for – quite literally – everything else.
“Anything that was secondhand. Anything from
an auld picture frame, there were guys selling
old chairs, bits of lamps. A few records would be
there,” he remembers. “It was very much of its
time. In those days, people hadn’t much money.
The average industrial wage was around £6 or £7
a week in 1955 or 1957.
“Shoes were a big thing. Shoes and boots; when
someone passed away, that’s where they got rid
of their belongings.”
Keane is now one of the capital’s most successful
publicans. In addition to the lucrative Oliver St
John Gogarty, he also owns Blooms Hotel in Temple
Bar. Company accounts of corporate entities he
controls paint a picture of his massive wealth.
Drayton Holdings, his main commercial vehicle,
has retained profits of €30 million. Last year alone,
it made a profit of €4.2 million.
But Keane’s business life started well before
Drayton Holdings and the Iveagh Markets, before
he had even left school.
“We always had a job. Going out collecting jam
jars, doing people’s gardens – Belgrave Square,
Palmerston Road; there were always people who
needed turns done. You’d get wooden boxes and
chop them up and sell them as firelighters into the
shops,” he says. The proceeds were split between
pocket money and chipping into the household
bills.
Keane graduated to more regular (and betterremunerated) work in the city’s hotels: the Central, the Moira and Jurys. Throughout his teens
he worked as a page boy, “carrying the luggage,
drive the lift, do the afternoon teas. Then you
graduated into the kitchen as a silver boy. Then
it was down to the cheffin’; in those days you’d

get a side of beef in, or a whole lamb, and you’d
learn to butcher it up”.
At this early stage, Keane says, he discovered his
knack for business – and making contacts among
the business elite of 1960s Dublin. Ben Dunne sr
lived full time in one of the hotels Keane worked
in. He absorbed it like a sponge.
“You got to know these people really well.
They’d talk to you, they’d enquire about you
and where you were from. There was a lot more
conversation than there is today,” he recalls. “The
tips and the generosity were unbelievable. The
amount of gratuities you were getting at the time
would well outstrip my father’s wages.”
Keane seems to have made a decision early on
to eclipse his father, a pious barman who served
Mass every morning before opening the pub. “My
father was a complete pioneer and a hard-working
guy, and he wasn’t making his way in life, so I was
buggered if I was going to follow in his footsteps.”
By his late teens, Keane’s industriousness – he
was working several jobs across several trades
in the city – had led him to transgress hidden
boundary lines: he found himself the target of a
union campaign in the bars he worked in.
“I was doing too many nixers and part-time
jobs, and more or less, I got thrown out of the
union for working.”
At around 19, he found himself locked out of the
places, the lifestyle, the contacts and the money
he had become accustomed to. But with typical
enthusiasm, he found a new job, far from the city
centre, at a new hotel in Sutton.
The owners of the new Sutton House Hotel
included Albert Luykx, the Flemish businessman
(and alleged Nazi collaborator, supposedly wanted
in his native Belgium, according to Dáil exchanges
in 1971), who was to come to prominence when
his financing role emerged during the arms trial.
But at the time, for Keane, it was a port in a
storm. His memories of the hotel’s famous clientele, like most of his recollections, are vivid.
“Christy Browne had his wedding reception there. It went on for five days – five fucking days! I remember bringing him up to bed
and putting him in. He had a suite called the
Gold Room, looking out over Dublin Bay. Lifting him on top of the bed and leaving him with
his good wife. It was one of the most unusual
weddings . . .” he trails off. Bishop Eamon Casey
was another regular guest.
Working in Sutton House also threw Keane
into the midst of the burgeoning Irish business
and political elite.
“We had customers like Pat Hughes [and] Matt
Gilroy – the people who had Tara Mines - [they]
used to drop in on their helicopter every day. We
had all the politicians; that’s where I got to know
PJ Mara and Charlie Haughey. I was very friendly
with PJ. They were all customers.”
Unsurprisingly, where Haughey went, the city’s
first mega-wealthy developers followed.
“All the big developers used to meet there; a
sort of who’s who. The McInerneys, the Barretts.
Then the Murphys used to fly in from Britain,”
says Keane.
As suburban north Dublin unfolded beneath
the hill of Howth, builders converged on Sutton
House. “The whole of the northside was being
built. Raheny, Donaghmede, Coolock, Kilbarrack.
And these guys were building it.”
While working in that hotel, Keane met the
property developer Matt Gallagher, best known
for striking the property deal which ultimately
enabled Haughey’s purchase of Abbeville.
Gallagher spotted the young Keane’s talents,
and spent long evenings trying to persuade him to
run one of the pubs he had bought, the Donaghmede Inn.
Like many of the new residential areas on Dublin’s northside, Donaghmede was populated by
families who had been moved from the desperately poor north inner city. The pub, unusually
built into the local shopping centre, had developed
a reputation for trouble. Gallagher resolved that
Keane was the man to sort it out.
“He had a nickname on me: Parnell. ‘Parnell,
go up and take that fucking pub off me’,” Keane
remembers.
Why did Gallagher call him Parnell? “I dunno.”
One day, Keane finally agreed to look at the
Donaghmede Inn. He borrowed an unusual prop
from the hotel and went to the northside suburb
to check out the place.
“I went in with the Irish wolfhound which
belonged to the hotel, so I looked very unusual.
I had a couple of pints,” he says. He then advised
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It’s getting to the
point where, if
something isn’t
done soon, the
building is at risk
mains undeveloped. He bought Mother Redcaps
in 2005, giving him a clear line of sight to execute
his master plan. But the lack of development since
then has enraged local politicians.
“It’s getting critical. It’s getting to the point
where if something isn’t done soon, the building
is at risk, and it is a listed, protected structure,”
says Tina McVeigh, a Solidarity councillor for
Dublin South West.
McVeigh’s views are echoed by a constituency
colleague, Labour’s Rebecca Moynihan. “It’s been
allowed to fall into dilapidation, there’s water
damage in there, and we don’t know what the current engineering state of play with it is,” she says.
“For such a historical building, it has the potential to be so severely damaged because of the
extended period of inactivity. It’s important to
the south-west inner city, but it’s also a really
important historical market in the city.”
Ian Lumley, building environment and heritage
officer for An Taisce, is seething about what he
sees at the site.
“Buddelia [an invasive and aggressive plant] is
growing out all over the place. It means that all
the water that should be flowing to the drains is
going into the walls,” he says. “The iron stanchions
are corroding, bursting and contracting. There’s
rampant and out-of-control graffiti.”

A

Martin Keane: ‘All told, I need
in excess of €100 million’
Picture: Marc O’Sullivan

a complete redesign of the pub, and rented it
from Gallagher (although he remembers that the
agreement was never actually formalised because
Gallagher died in the meantime).
The Donaghmede Inn was the first part of a
hospitality and property empire that expanded to
take in the hospitality franchises for Shelbourne
Park and Harold’s Cross, dozens of residential
properties, many pubs, and ultimately led to
Keane’s landmark establishments in Temple Bar.

The Keane template is always the same: find an
underperforming or unloved property, revamp
it, rebrand it, and wait for the profits to flow in.
When he first came to the Iveagh Markets in the
late 1990s, it would be the biggest challenge to his
business model yet.
It had worked every time so far – but 20 years
later, Keane and his plan for the Iveagh Markets
are fighting for survival.

‘I

’m heartbroken by it. I just can’t believe
what’s happened,” says Keane, sitting in a
coffee shop across the road from the Iveagh
Markets. By his reckoning, he has put €28
million into his grand plan to turn the markets
and a neighbouring site, Mother Redcaps, into a
new shopping and socialising hub. It was never
plain sailing: when he first sought to do a deal
with Dublin City Council, the Iveagh Trust – the
philanthropic organisation run by the Guinness

family which built the markets before gifting it to
the council – kicked out against the plan.
It took years to settle that argument, after which
Keane says he entered into a commercial agreement with the council. He paid them a fee, which
remained on deposit until he finished development of the site, after which it would transfer to
him. However, despite initial exploratory works,
archaeological digs and excavation, the site re-
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t the heart of the business plan for the
Iveagh Markets lies a profound contradiction. Even with their heritage and
history, the markets, so central to the
brand that would be constructed around any
successful scheme, would actually be unprofitable.
According to detailed financial models by accountants Mazars for the project which have been
seen by The Sunday Business Post, the regeneration
of the retail market would cost in the region of
€20 million, and the food market a further €10
million, some 30 per cent of the total outlay on
the €100 million project. However, it would contribute just 2 per cent of anticipated earnings.
The markets buildings themselves, for all the
sound and fury generated over their future, are
effectively peripheral to a much larger planned
commercial operation.
That operation is grand in its scale: a sevenstorey, 97-bedroom, 4.5-star hotel with two
restaurants, a penthouse level and conferencing
suits, and a basement nightclub spread over two
subterranean floors. An adjoining self-catering
aparthotel would cover another 79 units, as well
as a wine bar/restaurant. A protected structure
on Lamb Alley would be converted for use as a
pub. There are also plans for a craft brewery and
distillery, although eventually additional production of any beer or spirits would be made
off site and branded as Iveagh Markets produce
with the original facility “being used as a tourist
attraction only”.
These facilities – not the merchants, not the
‘best of Irish produce’ stalls – are the real economic engine behind the project. According to the
financial projections, bars and restaurants would
throw off a massive 56 per cent of earnings; the
aparthotel, conference centre and hotel would
contribute a further 41 per cent. Combined, the
two markets and the craft brewery only count for
3 per cent of future earnings.
The operating businesses are projected to generate revenue of more than €52 million per year, and
lead to earnings before tax of over €6.7 million – an
extremely healthy return. However, according to
the analysis, the cost of preserving and redeveloping the market would act as a major, and fatal,
drag on any operating company’s performance.
“The decision and need to restore rather than
demolish or use a different site, directly results
in a high restoration premium expense relative
to standard developments for businesses of this
scale,” said Mazars.
Keane is adamant that the only way the Iveagh
Markets plan can come together is with a direct
state subvention to the project to help offset the
cost of restoring the market – a bailout, effectively.
According to the business plan, “the proposed redevelopment cannot go ahead as proposed unless
some state investment can be made”.
The suggested figure is between €25 million
and €35 million.
Keane argues that Vat generated by the entire
market quarter will be equivalent to any state
bailout of the project in a little over two and half
years, no matter the level of state subvention.
According to the Mazars report, market financing,
even over 20 years, would still lead to a yearly loss
of €1.7 million on the project. Without financing

Fergal Phillips

Tina McVeigh, councillor for Solidarity, outside the Iveagh Markets: ‘It’s getting critical’

from a financial partner or the state, the project
would make a loss of €1.3 million.
“When a market rate rental or cash outflow on
borrowings are factored in, the Iveagh Quarter,
including the restoration of key buildings, will
not be financeable.” With a bailout from the state,
the company will become profitable, returning
earnings before tax of between €500,000 and
€1.1 million every year.

H

✽✽✽

owever, one element of the financial
modelling has drawn fire from politicians. Under Keane’s ‘market rental’ scenario, a rent charge of up to €8
million per year is deducted without financing
from the state. If the government bailed out the
project, the rent would come down to between
€5.6 million and €6.2 million a year.
Keane confirmed that since ownership of the
site transfers to him upon completion, that rent
would be paid ultimately to an entity controlled
by the publican – a stand-alone property holding
company supported by rental income from the
markets project.
The rental charges and state bailout proposal
have drawn fire from local politicians.
“If the developer can’t refurbish and bring back
to life the historic Iveagh Market, the building
should revert back to DCC to explore options.
There should be no suggestion of a state subvention
until a sustainable business model is developed,”
says Moynihan.
McVeigh also lashed out against the prospect of
an operating company paying Keane a rent. “Mr
Keane expects the local authority to fund a business plan while the community and this city wait
20 years for this iconic building to be restored. ”
Twenty years after the Iveagh Markets project
was first imagined, Keane is now facing calls to

The cost of preserving
and redeveloping
the market would
act as a huge and
fatal drag on any
operating company’s
performance

step aside. According to the publican, Dublin City
Council officials have written to him asking him
to offer the site back to the local authority. He is
also facing calls from politicians and conservationists to step away.
“I don’t know the legal situation as to how the
council would go about doing that, but the contract
between the lease holder and the city council has
been frustrated because nothing has happened to
it,” says Moynihan.
Her council colleague McVeigh agrees: “We
need to intervene now. Failing an appeal to [Martin
Keane’s] goodwill, there would be a legal route;

and then we have to contest the contract. The
ball is in his court. He has the chance to do the
right thing.”
An Taisce’s Ian Lumley is also in favour of the
council cancelling its deal with Keane. “Martin
Keane has simply presided over years of dereliction, ” he told this newspaper.
The project is also facing a planning cliff. The
current permission, which was extended in 2012,
expires in August.
Much regarding the future of the development
– and the council’s ability to wrest back control,
if it wishes – will rest on the original deal struck
between Keane and the council. A copy of the DCC
document which approved the lease obtained by
this newspaper states that the agreement was for
Keane to “within 36 months of the execution of
the (lease), have completed the redevelopment
work on the market buildings and the construction
of the hotel”. The council refused to comment on
whether that agreement, which dates to 2004,
has been extended.
In a statement, the council told The Sunday
Business Post that “as Mr Keane has demonstrated
part compliance with his contract, he should be
given a final opportunity to submit plans for the
development of the Iveagh Market which are to the
satisfaction of the council. In this regard, Mr Keane
has been given to the July 25 to submit same.”
Nonetheless, the prospect of a protracted legal battle is clear. Keane could file a lis pendens,
effectively freezing development at the site until
legal questions are clarified. These battles can go
on for years, according to commercial property
lawyer Nicola Walsh of Lavelle Solicitors, who
is not involved directly in the dispute, but is an
expert on such matters.
“If the parties go to court, the outcome will
likely depend on the interpretation of the legal
agreement which was entered into,” she says.
“The delay in implementing the planning permission is unfortunately an example of the Irish
recession when ambitious projects such as this
could not secure funding.”

F

A set of drawing plans for the next incarnation of the Iveagh Markets

A CGI image of the plan for development of the Iveagh Market . . .

. . . and the exterior of the premises in its current state

or his part, Keane is adamant that there is
no chance of him losing the project. “Not
as far as I’m concerned,” he says. “They
can only try to take it back to the market,
and my legal advisers have told me that it’s an
impossibility. There’s going to have to be a meeting
of the waters somewhere.”
He says that he is open to using his own money
again to finish the project, on top of the €28 million
he has already put in, but only if the state comes
up with the financing he is demanding.
“All told, I need in excess of €100 million. I have a
lot of stuff debt-free, and I don’t mind using profits
from something else to subsidise. I’m not putting
out my paw and saying: ‘Give me €30 million’.”
Keane is adamant that development of the site
is just around the corner. “One year from now, I
hope to have a hard hat on, standing there with
my boots on, seeing concrete being poured and
cranes swinging all over the place,” he says.
What if there is any attempt to remove him
from the project?
“I’d fight it to the death.”
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For years, the trade-off
between Ireland and Apple
was a simple one: an educated
workforce and low taxes in
return for jobs and tax revenue.
But in a changing world, the
relationship is under new
pressures

Seat Sale:
Available Until March 30th 2018
subject to availability

By Jack Horgan-Jones

F

or almost four decades, the relationship
between the state and just one company
has defined and represented modern
Ireland. Apple came to Ireland when
this country was on its knees. It came
for cheap labour and low taxes. In
return, Ireland got jobs and vital tax revenue. It has
grown to be one of the country’s most important
employers, and one of our biggest sources of
corporate tax revenue. It was, perhaps, the best
example of Ireland’s industrial policy working as
intended.

For some, the relationship between Apple and
Ireland has come to stand for a lot more: crony
capitalism, cut-throat competition, tax avoidance on an industrial scale. For many around
the world, Ireland and Apple now represent a
much darker side to globalisation.
Relations between Apple and Ireland are
under pressure thanks to a record multibillion-euro tax penalty and a stalled data centre

project on the west coast of Ireland. All the
while, the state is facing vital choices about
how it attracts and retains FDI as the world of
tax and competition changes.
The story of Apple and Ireland is a tale of two
underdogs that rose to the top. In their telling,
this is done through radical thinking, innovation, working harder and being smarter than
to page 2
the bigger competition.
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‘‘

You are Germany,
and someone walks
in and tells you: ‘The
most profitable firm
in the world is in Cork
in Ireland, generating
all this money, and
paying a tiny amount
of tax on it

from page 1

’’

They succeed by playing by their own
rules but, it seems, outside everyone
else’s. They grew too fast; the success
was too noticeable. For many outsiders,
the pact between the company and the
country is now seen by some as rotten.
This story has been building for fully
61 years, moving - inevitably and unseen
- to the crossroads at which Apple and
Ireland now stand.
Through the eyes of almost two dozen
policymakers, experts, advisers, officials
and powerbrokers, this is the story of how
they got there - and where they go next.

Stacy May and the
Caribbean
Perhaps appropriately, the story of Ireland, foreign direct investment and tax
begins in the Caribbean.
In the late 1940s and early 1950s, the
Ibec Technical Services corporation of
New York ran a good line in providing
economic reports for the governments
of developing countries; operations in
the port of La Guaira, Venezuela; the
traffic in Caracas; public improvements
in São Paulo.
In 1952, it was commissioned by the
still inexperienced IDA to produce an
‘Appraisal on the Industrial Potentials
of Ireland’. The ‘Stacy May’ report made
the somewhat unsurprising observation
that “in the Irish economy, cattle is king”.
But more importantly, Stacy May also
contained the germ of what was to define
not just Apple and Ireland’s relationship,
but the industrial policy of the state for
political generations to come. And it did
so by pointing to the success of a small
Caribbean economy that was competing
on tax.
Since the end of the war, Puerto Rico,
the US territory, had been exploiting its
tariff-free access to the United States to
entice US companies to take advantage of
its lower cost of labour and set up manufacturing facilities.
It got people in the IDA and the Department of Industry and Commerce
thinking - especially the idea that untrammelled access to a larger neighbour
could benefit smaller economies.
“We had tariff-free access to Britain,
control over our own tax system; if it
works for Puerto Rico, why not try and
start it here?” said Frank Barry, professor
in the Department of Business Studies
and chair of the international business
& development programme in Trinity
College Dublin.
In November 1956, export profit relief - the gateway drug for Ireland’s low
corporation tax model - was introduced.
It eventually allowed companies a 100
per cent tax relief on exports. “This major
innovation gave Ireland a new, important
tool in its armoury to attract companies,”
said Barry.
More importantly, the indelible link
between foreign direct investment, Irish
jobs and competing on tax had been
forged.

1980: Apple arrives
“It’s spotlessly clean, and but for the chatter
of visitors on opening day, the operation is
busy, but very quiet,” says the RTÉ reporter.
The hack in question, a 32-year-old
Pat Kenny, speaks over footage of factory workers at Apple’s newly-opened
Cork facility. It’s 1980. Apple is just over
three years old, but Steve Jobs, one of
the company’s founders, is ambitious.
He tells a sceptical Kenny that, one day,
devices made by Apple will be common
all over the world. “We see them being
used in homes, but also in businesses,
in education and Apple going up in the
first space shuttle.”
On one level, Apple was in Ireland
simply to put things together. It manufactured its goods in Cork and shipped
them all over the world, with ‘made in
Ireland’ stencilled on the crates in red ink.
Barry O’Leary, former chief executive
of the IDA, said that it changed the profile of the FDI sector in Ireland. “It was
one of the first electronic firms, whereas
previously the big employers were textile
and clothing manufacturers.”
For Frank Barry, it was “a coup . . . it was
an emerging sector globally and Ireland
was in here at the emerging stages of that
new sector”.
From the very start, it is clear that tax
was also a large part of the Irish equation.
In what would become a recurring trope,
the export profit relief had been found
to be a state aid, and by the time Apple
arrived, it was on the way out. But sources

indicated that companies coming in at
this time were likely to have benefited
from a grandfathering of this provision
for several years.
When asked, Apple refused to say
whether it received a grandfathered
extension of the relief, but pointed to
earlier statements by its head of finance
that the company had followed the laws
of Ireland for 35 years.
Knowing that it had to retain a competitive tax edge, Ireland introduced a
special 10 per cent corporate tax rate
covering manufacturing activities. Over
time, according to Sheila Killian, assistant dean at the University of Limerick’s Kemmy School of Business, this
relief was extended to comically broad
definitions of ‘manufacturing’ - green
bananas ripening in Irish warehouses,
the shrink-wrapping of blinds. The intention was clear: Ireland would continue
to provide the best tax environment it
could for its companies in the 1980s,
just as it had done since the 1950s - and
interference from Europe be damned.
Apple’s Irish expedition also affected
how it was structured at a corporate level.
According to a 2013 report on Apple’s tax
activities drawn up for the US Senate
permanent subcommittee for investigations, the company established several
Irish subsidiaries. These Irish affiliates
“shared Apple’s research and development costs, and in exchange, were
granted the economic rights to use the
resulting intellectual property”.
These two entities - Apple Operations
Europe and Apple Sales International years later, would be at the centre of the
firestorm that erupted around Apple and
Ireland. Early on, Apple had established
in Cork the corporate nerve centre for
every Apple product sold outside the
Americas.
Ireland, meanwhile, was focused on
making sure that its tax offering would
not be bested. Revenue officials at the
time remember the attitude towards big
FDI projects, such as the IFSC, which
was in gestation in Dublin while Apple
ramped up in Cork.
“In the context of the IFSC, the whole
CJ [Haughey] approach was to knock
heads together and make it work . . .
the approach was get it done. Whatever
needs to be done, get it done. No passing
the buck,” a former Revenue official
recalled.
Apple, meanwhile, was struggling towards the end of the decade. Steve Jobs
was among the casualties of the company’s boardroom battles. “In the early
and mid-1980s, Apple was riding high,
a darling of Silicon Valley,” said Leslie
Berlin, a Silicon Valley historian. “But in
the following years, under pressure from
IBM and a less-than-focused product
strategy, Apple faced very dark times.”
By now, Apple was under huge pressure as an entity. Both its corporate and
manufacturing cores had deep Irish roots,
but key elements of the tax architecture were changing. The company was
changing too.
Export sales relief was gone; the manufacturing profit relief was attractive
but, in Apple’s broader structure, huge
swathes of the cash were coming into the
company that it didn’t consider ‘Irish’.
This needed to be addressed. And in any
event, there were already rumblings from
Europe about the special deal for manufacturing - it too would be declared a
state aid in 1998.
It was clear, as the 1990s dawned, that
a deal for a new decade was required.
Apple needed one, and Ireland needed
Apple. So they got one.

1991: a new deal
“We never looked at it as a sweetheart deal;
we looked at it as a deal that had a lot of precedent.”
The man talking about the deal is John
Sculley, who was chief executive of Apple
between 1983 and 1993. He’s a big figure
in Apple history - big enough to make it
into the Steve Jobs movie, in which he
is played by Jeff Daniels. Sculley’s relationship with Jobs is central to that story.
The pair were firm friends and partners,
but fell out after Jobs left Apple in 1985.
But Sculley’s history with Ireland
is what really matters here. In 2014,
on the fringes of the Web Summit, he
spoke frankly about Apple’s 1991 ‘deal’.
It wasn’t even the first one he’d got over
the line, he said. He was retreading familiar ground from his time with Pepsi,
where he served as vice-president and
then president between 1970 and 1983.
“That agreement had a lot of precedent.
When I was at Pepsi, we had a similar
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The Apple campus in Cork is its
European headquarters, and
more than 4,000 people work there
Picture: Bloomberg

Above: Apple employee Martina Lyons
operating a test station for disk drives
at its new Cork factory, watched by
Steve Jobs (then Apple vice-chairman)
and minister for labour Gene Fitzgerald
in November 1980
Left: Fitzgerald unveils a plaque
to officially open the Apple plant,
watched by Jobs, Apple chairman
Mike Markkula and managing director
Alec Wrafter
Irish Examiner

agreement,” he said. “I knew the deal
because I had been there when we had
negotiated the deal decades earlier with
Pepsi.”
It is unclear what the relevance of the
Pepsi ‘deal’ is, or what it may or may not
have entailed. But Sculley’s views of how
Ireland played the tax game are relevant.
“Apple had set up a similar type of
agreement where we worked very closely with the Irish development board,”
he said. “The precedent on which it was
put together was done for very positive
reasons, with a lot of precedent.”
Former officials in the Irish Revenue
Commissioners recalled the attitude not
only in Dublin Castle, but across the state,
to foreign direct investment. It was win
at all costs. One former official recalled
a colleague who “could perform intellectual somersaults for Ireland . . . a man
who knows where all the FDI bodies
are buried”.
The “deal” is actually a tax ruling, or tax
opinion, handed down by the Revenue
Commissioners in 1991. It allowed, in
the words of the European Commission,
ASI and AOE to “determine their yearly
corporation tax liability in Ireland by
applying profit allocation methods endorsed by Irish Revenue”.
Because of the licensing arrangements
between Apple’s US mothership and the
Irish subsidiaries, huge volumes of cash
were running through the Cork-based
companies. Apple and Ireland sat down
and decided a way of determining what
was Ireland’s to tax, and what was not.
A contemporaneous record of that very
conversation, released by the Irish government in 2014, is instructive.
“[The tax adviser’s employee representing Apple] mentioned by way of
background information that Apple was
now the largest employer in the Cork area
with 1,000 direct employees and 500
people engaged on a sub-contract basis. It
was stated that the company is at present
reviewing it’s (sic) worldwide operations
and wishes to establish a profit margin
on it’s (sic) Irish operations.
“[In Apple’s view] the profit is derived from three sources - technology,
marketing and manufacturing. Only the
manufacturing element relates to the
Irish branch.”
For TCD’s Frank Barry, the agreement
that resulted from these conversations,
about how to apportion a slice of profits to
Ireland, was not unusual. It’s a standard
practice in multinational companies to
establish how much different parts of the
same entity charge each other for goods

At some stage,
Apple should
have looked at
their rulings and
said ‘Shit, that’s
way too good’
and services, and that it is done at a fair
price. It’s called transfer pricing. “Every
company has these bespoke negotiations
with the tax authorities in which they’re
going to operate. It’s a desire for certainty
or a degree of certainty,” he said.
The 1991 deal worked for a couple of
decades. But a generation later, by which
time both Apple and Ireland had changed
beyond recognition, it blew up.

January 9, 2007
“This is a day I have been waiting for for two
and a half years . . . Every once in a while,
a revolutionary product comes along that
changes everything.”
Steve Jobs was pacing the stage at
MacWorld 2007. Everything from his
diction to his black poloneck and jeans
to the backlit Apple logo serving as the
backdrop was about to become indelibly
imprinted on popular culture. It was a
moment that would live forever, constantly recalled and recreated. Because
it’s the moment that he launched the
iPhone.
The iPhone changed the world. Jobs,
according to legend, was initially resistant
to developing a mobile phone. But, according to US journalist Brian Merchant,
he became obsessed with it. According
to Merchant, who has just published The
One Device, a history of the iPhone, the
machine’s development was an incredible feat of its own.
“Steve Jobs exerted near-dictatorial
control; he was the Decider, so to speak.
So he was able to rapidly marshal resources for projects once he was sold
on them—that’s what happened during
the iPhone development process. He

basically reorganised the entire company,
pulling engineers from the Mac program
and elsewhere, to go all-in on the phone.”
It was the ultimate product of vision
and technical execution, Merchant said,
underscored by Apple’s cardinal principles: simplicity, intuitiveness and beauty.
While Tim Cook was busying himself
with supply chains, Jobs executed the
programme.
“Everything had to work without an
instruction manual—tons of features and
alternate keyboard ideas were killed off
because they were deemed too complex. Skeumorphism, too—when iPhone
launched, all the apps were very retro-looking; Notes was a notepad with
leather binding, etc. It was all about designing visual metaphors for new consumers to immediately understand the
import of the new device.”
The result was a phenomenal combination of market power, vision and
execution. Something that could be mass
produced cheaply, sold expensively,
launched in many markets simultaneously, and concentrated the collective
consumer mindset like nothing before,
or since. It is, Merchant said, the most
successful product of all time. “Apple
transformed from a computer company that was struggling to compete with
Microsoft into an iPhone company that
is a massive, incomparably influential
island unto itself.”
It also profoundly changed Apple’s
finances. In 2006, the year before the
iPhone was launched, it had global revenues of $19.32 billion. In 2011, the year
Jobs died, revenues were $108.25 billion.
Last year, revenues were $215 billion.
At the end of 2006, Apple’s share
price was just north of $12. Now it hovers around $170. It is, by any measure, a
staggering success. The company, and the
tech sector, were about to be catapulted
into the corporate stratosphere. In 2006,
only one of the five largest publicly traded
companies by market capitalisation Microsoft - was a technology company.
Last year, all five were.
It was not a straight road for Apple
between 1991 and 2007. When Jobs returned to the company in the late 1990s,
it was under huge pressure to save money
- and part of the response was to shift
manufacturing jobs to where the labour
was cheap - Asia. While Apple to this
day retains a manufacturing presence
in Cork, the character of the Cork outfit
changed. It became one of the key organisational hubs for the global Apple
empire. It was the brains of the operation,

managing people and tasks, research and
development, logistics.
In the words of one tax adviser: “Ireland switched from being the contractor
to being the man in the middle. As Ireland
did that, Apple and others said: ‘All this
money is going to go through Ireland.
Ireland does the selling.’”
All the while, the 1991 deal ensured that
Ireland taxed along the agreed lines, but
billions flowed onwards. Apple, meanwhile, was closing bank accounts held
by foreign affiliates “and established a
policy of consolidating excess offshore
cash in bank accounts held by its Irish
affiliates”, according to the 2013 US Senate committee report.
Also in the mid-1990s, the US introduced a quirk into its tax laws which
facilitated massive and aggressive tax
planning. It was called ‘check the box’,
and it was introduced in order to cut
down the amount of paperwork at the
IRS, and it had huge unintended consequences. “But they couldn’t reverse it
because the US political system wouldn’t
allow them to. Instead, it got enacted into
law,” said Barry. “All the special interests
saw the opportunity for aggressive tax
planning.”
The major implication of check the box
for Ireland was that it interacted with a
second quirk of Irish tax law, which determined the nationality of a company by
where it was controlled, not where it was
registered. So if a company was registered
here, but not controlled here, it could
be registered nowhere, but still receive
huge amounts of funds. It was ‘stateless’.
It became known as the Double Irish.
Apple was unusual even in comparison
to tax planning undertaken by its peers.
“Most of the other multinationals use
Bermuda or one of the Caribbean islands.
Apple didn’t even do that. It went even
more aggressive and parked its money
into outer space,” said Barry.
Crucially for Ireland and Apple, the
company maintained the same financial
and corporate structures as it emerged
from the strife of the 1990s to face into
the supernormal growth of the 2000s
and beyond.
There was a chance for Ireland, and
Apple, to revisit the 1991 deal. And it
occurred in 2007, just as the company
prepared to go supernova. Tax experts
who spoke to The Sunday Business Post
almost all agree that the 1991 deal, viewed
in 2007, should have set alarm bells off.
It was too good to be true.
“At some stage, Apple should have
looked at their rulings and said: ‘Shit,
that’s way too good, that’s nonsense, we
need to do something’,” one expert said.
“They should have seen [the tax rates]
and said: ‘I’m not sure this is going to
wash if anyone ever looks at us’,” said
another.
Ireland, and Apple, it seems, had their
chance to make a change. But they didn’t
take it. And within a few short years, both
would face the consequences.
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“We pay all the taxes we owe. Every . . . single
. . . dollar. We not only comply with the laws,
we comply with the spirit of the laws. We don’t
depend on tax gimmicks.”
Six years after the launch of the iPhone,
an Apple chief executive was again centre
stage. But this time, it wasn’t Steve Jobs
changing the world; it was Tim Cook defending Apple’s tax arrangements. Over
several hours of testimony, US senators
led by Democrat Carl Levin and Republican John McCain hammered Cook. And
central to this hammering was Ireland,
where, the senators alleged, it enjoyed a
special deal which led to a corporate tax
rate of less than 2 per cent.
This was, at best, a conflation of two
issues. There was the 1991 and 2007 tax
rulings, which determined how Apple
extracted the ‘Irish’ portions from billions
in global revenues. Then there was what
happened to those revenues afterwards
- they ended up becoming stateless. For
Ireland, any suggestion of a relationship
between the scale of the revenues and the
tax levied was bogus; Ireland taxed Irish
profits. What Apple did with its global
revenues afterwards was its business.
Ireland was deeply bruised by what
happened on Capitol Hill that day. Enda
Kenny spoke in the Dáil about how Ireland had no special extra-low corporate
tax rate for multinationals. Irish ambassador Michael Collins wrote to Levin,
taking him to task for describing Ireland
as a tax haven. Collins explained that Ireland met none of the four OECD criteria

for classification as a tax haven, and that
it was already participating in efforts to
clamp down on aggressive tax planning.
But as the reductive maxim goes, when
you’re explaining, you’re losing.
Immediately, it caused Europe to start
paying close attention to Ireland, according to Margrethe Vestager, the Danish EU
Commissioner for Competition who ultimately delivered the €13 billion finding.
“One of the reasons why Apple was
opened by my predecessor [Joaquín]
Almunia was the fact that there was only
public knowledge about the arrangement
back then. That public knowledge was
created by questions being asked in the
US Senate,” she told The Sunday Business Post.
“That’s a key moment. Then the secrecy is broken; then questions can be
asked.”
And they were. In 2014, Almunia told
Dublin that the 1991 and 2007 rulings
constituted an advantage - a state aid - for
Apple. Structures that were put in place
and rulings that were handed down in
a different time all of a sudden began to
unravel in unpredictable and dangerous
ways for Ireland.
The financial consequences of Apple’s
success and how it organised itself corporately had given it huge power in the
marketplace, said PwC head of tax Joe
Tynan. “These profits could be used to
fund acquisitions of smaller, less profitable companies, which in turn added
to their scale and profitability. The ability
to fund acquisitions from low tax profits
enhanced the returns.”
This began to attract attention. According to one tax adviser, it was like a light
had been switched on in Europe.
“You are talking about the biggest and
most profitable company in the world.
You are Germany, and you are sitting in
the home of BMW and Siemens, and
someone walks into you and says: ‘The
most profitable company in the world
is in Cork in Ireland, generating all this
money, and taking all this profit out
of Germany, and they’re paying a tiny
amount of tax on it in Cork’.”
Countries began to look at their own
indigenous companies and count the
cost. “European companies are no longer
competitive. You’re losing jobs. And the
cream on top is that you’re not getting
corporate tax either - that feels like the
gratuitous kick,” said one tax adviser.
“We were too successful. We were
never supposed to be that successful.”

That line from
the Taoiseach
was not expected

Margrethe Vestager, EU Commissioner for Competition: ‘The secrecy is broken . . . questions can be asked’

Calm before the storm: Enda Kenny and Tim Cook are all smiles

A tale of two taoisigh
It’s November 2016. A group of people
in business attire arrive at Apple headquarters, Cupertino, California. Outside,
Silicon Valley is like “a hundred Sandyford industrial estates, but in a desert,”
remembered one of the group. “That’s
why these tech companies built fake
streetscapes for their employees - it’s
horrible.”
The small knot arriving at One Infinite
Loop is remarkable only for the formality
of dress in irregular Silicon Valley - and
for who emerges from the building to
meet them. Because while Enda Kenny
is not a famous face in Cupertino, Tim
Cook certainly is.
Heads turn as Cook descends into the
land of mortals to sweep up the Irish
delegation, composed of the Taoiseach,
his entourage of officials, IDA chief executive Martin Shanahan, the then Irish
ambassador to the US Anne Anderson,
and local IDA officials. This is straight
out of the Irish FDI playbook - it is how
we do business.
The heavy hitters come through, and
afterwards, the foot soldiers of the IDA
follow up on details. But doors are opened
by the top brass. “They can’t refuse a
meeting with the Taoiseach,” recalled
one official.
On trips like this, Kenny came alive.
He left behind headlines on pay talks, the
alcohol bill, patients on trolleys, judicial
appointments and constant commentary
on the twilight of his own leadership. Instead, he became the pugnacious leader
of a gutsy little country. It played to his
strengths; broad messages of support and
commitment, delivered with conviction,
energy and momentum. “He projected
differently [in the US],” one colleague
recalled. “They loved him.”
It was not such a happy time for Leo
Varadkar when he made his first trip to
California as Taoiseach. There were no
photographs of him being greeted by Tim
Cook. Afterwards, he delivered a brief
few lines to the media, alone.
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Commission over placing the €13 billion
in an escrow account, which has in itself
engendered bad feeling in Merrion Street.
“There’s frustration in Finance that it’s
taken so long, and now the pressure is
coming on them,” said one well-placed
source.
“I’ve never seen the antipathy toward
that company that is in official circles for
any other company that there is now,”
said another.
Within the Department of Finance, the
frustration is not just with Apple, but is
also more general. There is a sense that
the companies need to stand up in the
debate, rather than allowing Ireland to
take the lead.
In the weeks after coming back from
the California trip, Varadkar, in a marked
change of tone, told the Dáil that he didn’t
want to be forced to take Apple to court
over the escrow issue. It was a markedly
different approach to any of his predecessors.
“That line from the Taoiseach was
not expected. [It was] the first time any
taoiseach has ever said anything that’s
not something positive,” said one FDI
frontliner.
“There’s definitely been a change in
tone, that Leo isn’t afraid to be a bit tougher with them - that’s not to say there’s
been a change in policy, (though),” said
a tax expert.
Tensions will probably have been
eased by last week’s announcement that
Apple will begin depositing funds in an
escrow account. But all this is playing
out as Ireland faces into serious strategic questions over the future of its FDI
offering.

A strategic challenge
Paschal Donohoe and Michael Noonan address the media after the cabinet agree
to appeal the EU’s Apple tax ruling in September 2016
Fergal Phillips

We have become
synonymous with
tax avoidance
Grimly, he told the gaggle of Irish reporters that Apple had not confirmed its
commitment to building a data centre in
Athenry, Co Galway. His demeanour, the
setting and the message were light years
aways from Kenny’s trips to see Cook.
Moreover, it was also profoundly different
from his visit to Facebook chief executive
Mark Zuckerberg just down the road. In
Facebook, the Ireland/FDI choreography
had been in full swing - Varadkar and
Zuckerberg mugging for the camera in
front of a ‘Céad Míle Fáilte’ sign; hundreds
of extra jobs being promised.
Apple was different now. Athenry,
which had been bogged down for months

in a planning battle, is now seen by insiders as a long shot. “Looking at the
optics, I can’t disagree,” said one insider
when it was suggested that the project
was dead in the water.
Apple has been silent after every planning victory, offering no comfort that
the project would proceed. It has been
quietly pointed out that similar initiatives
announced in other European countries
are well advanced.
Athenry was hugely important. Targeted by the government and the IDA as a
“game-changer” for the west of Ireland,
it was hoped that it would compel other
companies to flood after Apple. Instead,
it seems to have undermined the basic
tenet of the Irish offering to Apple: that
the country will deliver for the company.
And it doesn’t stop there. Relations,
insiders say, have been on a downward
path since the fateful day that Apple
appeared at the US Senate Committee.
Cook’s 2013 testimony, the source
said, “prompted a fracture line that has
only widened . . . in the Department of
Finance, there is a feeling that Apple has
not recognised the difficulties it has got
Ireland into”.
This has extended to the current battle
between Apple, Ireland and the European

In Cork - in the very building where it
all began - it didn’t cause much concern. When the European Commission
decided that Ireland was owed €13 billion in unpaid taxes by Apple, it sparked
headlines around the world. But Cork
was more mellow.
“Like everyone else, we wanted to
know,” said a current Apple worker. “We
work for this company, they’ve been
good to us, good to Cork. They just read
a statement saying that Apple complies
with all its taxes, and you don’t ask, you
take it for what it’s given.
“A lot of the people I work with, they’re
not interested; you come in, you do your
work and you want to go home.”
But in official circles, the concern is
real. “We have become synonymous
with tax avoidance,” said one official
in the FDI sector. There is a sense in senior
circles that Ireland is easy for Europe to
pick on; and that it will become easier
still to target when Britain, which usually supported Ireland on business and
taxation matters, leaves the EU.
Irish policies have become a target
of constant attention from tax reform
advocates. Sorley McCaughey, head of
advocacy and policy for Christian Aid
Ireland, said that it is at its core “a beggar-thy-neighbour strategy which is
being brought starkly into question”.
“From an Irish self-interest perspective, it’s important that we shift to a model less dependent on luring US multina-

tionals to Ireland. But from an ethical and
moral perspective, undermining the tax
take of developing countries to win FDI
in Ireland is utterly bankrupt.”
Ireland is facing direct threats to its
low-tax business model. The most extreme of these is the move to a combined
tax base, championed as ‘CCCTB’ by the
EU’s finance commissioner Pierre Moscovici. Another threat is the idea of a
special tax levied on digital companies
based on where their customers are,
rather than their headquarters.
Ireland, meanwhile, has become
painfully dependent on corporate tax
revenues that are concentrated in a small
number of companies. There is also a
risk that countries could act unilaterally, leaving Europe behind - tax is a
national competency, as Ireland is fond
of reminding Brussels. But a patchwork
of new national tax laws, designed to
shave off revenues before they flow out
of a jurisdiction, could also be damaging.
“The danger is at the European level
that there’s a lot of gesture politics happening that can result in bad tax law,”
said Gerard Brady, head of Ibec’s tax and
fiscal policy unit. “[Then] the tax system
ends up being really complicated, and
countries fight each other over who owes
what to whom.”
The Irish position is not helped by figures such as those published by Google
and Facebook earlier this month, which
showed revenues increasing by billions,
but taxable income moving up in smaller
increments.
When asked about these figures, Vestager told this newspaper: “It tells me
we need a better tax system when it
comes to digital companies. Corporate
taxation was invented back in the days
when presence was one of the key issues, and this is obviously not any more
the presence for some very successful
businesses.
“Our ambition is to have an international consensus about what to do, otherwise we will table a European proposal
. . . it must be thought-provoking for
every citizen to see business do business
in their country, do very well business
[sic], while contributing very little to
infrastructure, the health sector, the education of the country where they actually
do their businesses.”
Irish political and business leaders
protest that the problem is not the Irish

system, but the US approach, and how
companies play on differences between
the two. But for Vestager, separating the
two is impossible.
“It takes two parties for these arrangements to work and to work long term,”
she said. “When you have a tax system
that accommodates business to organise themselves in ways that do not have
economic justification, but which has a
justification internally of tax avoidance,
well then you are in waters where it’s
not about competitiveness, or competing on merits. Then you have a competition about who can have the closest
relationship with the government who
can hand out a subsidy to you. In our
book, in the European book, it is not fair
competition.”
The bad press is also causing tension
between different FDI companies, with
some frustrated by “hyper-aggressive”
tax planners leading to all companies
being tarred with the same brush, informed sources said.
Ireland has loudly committed to the
OECD base erosion and profit shifting
(Beps) process, which is targeting aggressive tax planning. In a direct shoot
out between the proposed EU reforms
and the OECD process, there is only one
winner in Irish eyes - Beps. We have
also become a short-term winner from
this process, benefiting from companies
shifting valuable IP out of tax havens and
into low-tax ‘onshore’ locations such as
Ireland as a result of the OECD process.
But if Beps loses international support,
Ireland could also lose out, suggested
Seamus Coffey, the UCC academic and
chairman of the state’s Fiscal Advisory
Committee.
“[After a review of Beps in 2020],
maybe then they could come under
pressure, and people would say: ‘This
hasn’t worked, all you’ve done is create
more profits and more taxes for countries
like Ireland and it’s not flowing into the
other large countries that might want
it,” he said.
There is also a risk, according to Fine
Gael MEP Brian Hayes, that European
dissatisfaction could lead to pressure on
Ireland over other issues, such as the
current review of European supervisory
agencies, which could lead to regulation
of important funds being taken away
from the Central Bank.
The review, Hayes said, “has sent
shockwaves through the financial services industry, not just in Ireland, but all
over the EU. To make drastic wholesale
changes which turns the ESAs into regulatory powerhouses is not a welcome
approach from an Irish perspective”.
The risk is that the tax conflict may
spill over into other areas, Hayes said.

Simple truth
In the future, companies will keep less
cash offshore. That is a simple and unanimous truth, according to multiple sources. The question is where it is taxed, and
under which rules.
The OECD process seeks to align substance, intellectually and legally, with
taxation. If you have the smart people
producing the product, then you get to
tax the revenues. This is where Ireland
wants to end up, with more well-paid
jobs and the tax revenues that will go
with them.
The French and, to a lesser extent, the
European view of the world is that population and market size should align with
taxation. It is an almost philosophical
question: what gives the most value, the
algorithm, or the people it’s used on?
In the medium term, Ireland has to
figure out where it fits into this new
world, and how it changes its relationship
with the FDI sector. This is a challenge for
Varadkar and Paschal Donohoe.
In that context, many see the Taoiseach’s comments on the escrow case as
significant. “Leo is putting a foot in the
ground and saying: ‘I’m not going to be
the same as previous governments’,”
one source said.
Between European and US tax reforms,
as well as intolerance of tax planning by
voters and consumers, there is a sense
that a new day is dawning. How Ireland
acts now will almost certainly have big
ramifications over the next few decades.
A well-placed source said: “The job is to
secure the least worst outcome, knowing
that the status quo won’t be an option.”
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