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The last quarter has been a much-
needed boost for the construction 
industry in Ireland. From a residential 
perspective, on schemes with over 20 
units, commencements are up 68% on 
Q1 this year and up 233% from Q2 last 
year, an increase no doubt due to the 
limited activity resulting from COVID-19 
restrictions over the last year and a half. 
This is in stark contrast to pre-pandemic 
commencement levels, representing 
on average a 30% increase on the 2019 
quarterly average. This figure is a welcome 
return to above average, pre-pandemic 
activity; however, it’s likely somewhat 
inflated due to the number of sites that 
were “ready to go” once construction 
reopened in May. This will be monitored 
closely into Q3, which may provide a  
better indication of how the industry is set 
to recover. 

Viability and labour shortages are still 
plaguing the industry with key materials 
such as timber and steel up 57.8% and 
23.4% respectively from Q2 last year. 
This - coupled with an 8.2% year on year 
labour cost increase - is pushing borderline 
schemes into unviable territory.

The publication of the recent “Housing for 
All” plan in September aims to address 

the current issues of cost and supply 
surrounding the Irish housing market and 
aims to provide an additional 300,000 
homes by 2030. The Plan seeks to provide 
affordable accommodation for all and is 
based on the following four pathways:

 • Support home ownership and increase 
affordability;

 • Eradicate homelessness, increase social 
housing delivery, and support social 
inclusion;

 • Increase new housing supply; and

 • Address vacancy and make efficient use 
of existing stock.

The existing Strategic Housing 
Development (SHD) planning system 
is due to be terminated and replaced. 
The last day for requesting an SHD pre-
application consultation request with An 
Bord Pleanála will be the 29th of October. 

The SHD process will be replaced by the 
arrangements set out in the Planning and 
Development (Amendment) (Large Scale 
Residential Development) Bill 2021. This 
will provide for the restoration of decision-
making powers to local authorities for 
large scale residential developments and 
appeals to An Bord Pleanála. The SHD 
arrangements have proved controversial 
with residents’ groups and NGOs largely 

because of the removal of the traditional 
appeal stage to An Bord Pleanála and the 
ability of the Board to grant permission for 
developments, which materially contravene 
County Development Plans. Conversely, 
developers and planning consultants 
will point to the certainty of timelines, 
the front loading of detailed technical 
information about the scheme, and the 
tri-partite meeting between the Board, 
the Local Authority and the developer’s 
consultants as positive elements of the 
SHD arrangements.

From a commercial perspective, there has 
been a notable reduction in the supply 
of new office stock coming on stream 
through applications and commencements. 
This reduction in applications and 
commencements of new office 
development will have a knock-on effect 
on supply over both the short and medium 
term, due to the illiquidity in delivery of 
stock to market. There remains a focus 
on Dublin for office development, driven 
by the inherent demand for this location; 
the economic benefits and quantum of 
population in the City. However, there is 
now a 50% split between “Dublin/Leinster” 
and the “Rest of Ireland”, which is a notable 
and interesting development shift to more 
confidence in the regional occupational 
office market.

Executive Summary
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Shifting from Strategic Housing 
Development (SHD) to Large Scale 
Residential Development (LSRD)

Proposals for the termination and 
replacement of the Strategic Housing 
Development (SHD) planning arrangements 
are set out in the General Scheme for the 
Planning and Development (Amendment) 
(LSRD) Bill 2021, which was published in 
July. It provides for:

 • Transitional arrangements for the 
termination of the Strategic Housing 
Development (SHD) planning 
arrangements, and 

 • The introduction of the proposed 
new arrangements for Large Scale 
Residential Developments (LRSD) and 
other related matters.

The LSRD arrangements (subject to 
Oireachtas approval and enactment of 
the Bill) provide for the restoration of 
decision-making powers to local authorities 
for large scale residential developments 
and ‘enhanced public participation on 
these local developments’ as stated by the 
Minister for Housing, Local Government 
and Heritage, Darragh O’Brien. The LSRD 
and SHD schemes will both operate 

concurrently for a certain period of time 
until the final SHD applications have 
worked their way through the system, at 
which point the LSRD arrangements will 
be the sole planning consent system for 
applications of this scale.

How is the LSRD different?

The LSRD definition is largely unchanged 
from the previous SHD definition - i.e. 
developments of 100 housing units 
or more, or student accommodation 
developments comprising 200 bed spaces 
or more, or a combination of same - There 
is one exception to this whereby the new 
LSRD arrangements will allow up to 30% 
of the gross floor space of the proposed 
development to be for commercial use, 
instead of the 15% cap under the SHD 
arrangements.

The Bill provides for a ‘focused time-bound 
mandatory pre-application consultation 
process’ in relation to LRSDs between the 
prospective applicant and the relevant 
planning authority prior to the submission 
of a planning application for a LRSD 
proposal, similar to the SHD arrangements. 
Following the section 247 consultations, 
the applicant must request a “final 

consultation meeting” and receive an 
opinion from the planning authority under 
the new section 247A before proceeding to 
planning application stage.

The wind up of the SHD arrangements 
will generate a mixed response from 
various stakeholders and actors within the 
planning system. The SHD arrangements 
have proved controversial with residents’ 
groups and NGOs largely because of 
the removal of the traditional appeal 
stage to An Bord Pleanála and the ability 
of the Board to grant permission for 
developments which materially contravene 
county development plans and Local 
Area Plans. Conversely developers and 
planning consultants will point to the 
certainty of timelines, the front loading 
of detailed technical information about 
the scheme and the tri-partite meeting 
between the Board, the local authority and 
the developer’s consultants as positive 
elements of the SHD arrangements. 
Advocates noted that prior to the 
introduction of the SHD arrangements 
almost all planning approvals of larger 
housing developments for 100 new homes 
or more were being appealed to the Board 
leading to a delay in decisions issuing.

Planning OverviewPlanning Overview



Real Estate Planning & Development Statistics  | Q2 2021 Industry review 

06

Judicial Reviews

At the time of writing, there are 35 SHD 
applications on the Board’s current 
applications list. The level of detail, 
legal complexity, and time required to 
prepare an SHD application has increased 
immeasurably in the last 12 months due to 
the need to guard as far as possible against 
Judicial Reviews. The annual Construction 
Report by consultants Mitchell McDermott 
stated that there has been a tenfold 
increase in the number of residential units 
in SHDs in Dublin quashed or held up due 
to Judicial Reviews (508 units in strategic 
housing developments (SHD) were held 
up by reviews in 2019, jumping to 5,802 in 
2020). Nationally the figure has increased 
from 1,048 units affected by Judicial 
Reviews in 2019 to 6,969 in 2020.

The question arises whether the transition 
back to local authority decision making 
under the LSRD arrangements will result 
in a reduced number of Judicial Reviews of 
decisions on large housing developments. 
The appeal route to the Board is restored 
under the LSRD arrangements and 
this may result in a reduction in Judicial 
Reviews, however resident groups and 
environmental groups are now familiar with 
the Judicial Review process and it is likely 
that many will continue to pursue recourse 
through the courts if they are unsuccessful 
in appeals to the Board. It is difficult to see 
how these new arrangements will assist 
in speeding up housing delivery unless 
they are accompanied by broader reforms 
being proposed across a number of areas 
including the Judicial Review provisions 

of the Planning Act and particularly the 
special cost rules. It remains to be seen 
whether the proposed reforms of the 
Judicial Review provisions can maintain 
compliance with our EU law obligations 
on public participation under the Aarhus 
Convention.
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Residential Market Q2 Key Stats
All construction resumed in Ireland on 4th May 2021 and as a 
result, the second quarter of this year has witnessed increased 
activity for the residential sector. The pent-up demand evident in 
the market has resulted in the highest number of schemes with 
20+ number units being commenced in a single quarter since 
the introduction of the new e-Building Control Management 
System (BCMS) system in 2014. It should be noted that 
applications lodged in Q2 2021 increased by 61% on the same 
period last year. We consider this a direct result of the reopening 
of building sites and pent up demand evident on a national 
basis.

Q2 2021 Q1 2021 Q2 2020

Commencement 
Notices Lodged

108 
schemes/ 
9,965 units

57 
schemes/ 
5,939 units

27 
schemes/ 
2,998 units

Granted 
Planning

102 
schemes/ 
11,438 units

95 
schemes/ 
11,274 units

74 
schemes/ 
8,158 units

Applications 
Submitted

159 
schemes/ 
13,967 units

78 
schemes/ 
13,616 units

99 
schemes/ 
11,459 units

Additionally, the level of applications granted also increased by 
38% in Q2 2021 from Q2 2020 whilst the level of commencement 
notices lodged increased by a significant 303% in Q2 2021 from 
Q2 2020. All of the above are the result of increased market 
activity and pent up demand with both owner occupiers and 
investment funds seeking to acquire a much sought-after end 
product which is in limited supply.

 • Of the 108 schemes that had commencement notices 
lodged in Q2 2021, 33% were in Dublin, up from 12% from 
the same period last year. The remaining 35% was in the rest 
of Leinster, and 32% in the rest of Ireland.

Commencement Notices 
Q2 2021

 • Of the 102 schemes granted planning permission in Q2 
2021, 38% were in Dublin, 30% in the rest of Leinster, with the 
remaining 32% in the rest of Ireland.

Granted Planning Permission 
Q2 2021

 • Of the 159 new scheme planning applications 
submitted in Q2 2021, 24% were in Dublin, 33% in the rest 
of Leinster, with the remaining 43% in the rest of Ireland.

Planning Applications Submitted 
Q2 2021

 • Timing of grants of planning remains an issue for 
developers, with the average time for residential schemes  
to secure planning permission across Ireland being 208 days 
for schemes that obtained planning permission in Q2 of 
2021. This has increased from 193 days for the same period 
last year.

 • The mix of unit types subject to commencement in 
Q2 2021 has continued in the same vein as Q1 2021 with 
developers favouring the construction of houses as oppose 
to apartments. Q2 2021 saw a total of 2,352 apartments 
units and 6,795 housing units subject to commencement 
notices across Ireland. A further unclassified 818 units within 
mixed development schemes, most of which are apartment 
units, were also commenced in this period.
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Residential Market Outlook 
Three-fold increase in number of commencements

It is evident from our Q2 2021 statistics that there was a 
clear increase in construction activity since the reopening of 
construction sites across the country, on 4th May - there is a 
threefold increase in the number of commencements when 
compared to the same period in 2020. This increase bodes 
well for the industry as pent-up demand has increased since 
the onset of the Covid-19 pandemic. Moreover, the significant 
closure of the economy as a whole for a prolonged period of 
time has meant that potential purchasers have amassed a bank 
of savings, increasing their purchasing power to obtain a house 
more suited to their longer term requirements. However, there 
is inadequate housing stock to meet the demands of the current 
and future population.

Future of work

With signs of a gradual return to the workplace, albeit on a 
phased basis and due largely to the successful roll out of the 
Covid-19 vaccines, there has been a notable increase in the 
number of employees returning to the capital and surrounding 
counties as the economy begins to reopen on a larger scale. This 
has resulted in a heightened shortage of both rental and sales 
accommodation, which has in turn increased market pricing for 
both forms of tenure. This shortage has been reflected in the 
number of commencements in the capital in Q2 2021 which has 
increased from 11 to 36 when compared to the same period last 
year. This is a clear indication that demand outstrips supply, and 
which will inevitably have a direct impact on affordability. 

The onset of the pandemic has also resulted in an increase in 
employees seeking to reside outside the capital and closer to 
family as they seek a “work-life” balance which has subsequently 
increased planning applications in regional locations. This is 
evident in the number of applications lodged outside the capital, 
with 76% of all applications in Q2 2021 outside of Dublin. This 
represents a minor increase of 9% in regional applications on 
the same period last year. 

Affordability and rising costs of construction

Similarly, as was documented last year, new working patterns 
largely applied across a variety of industries have resulted 
in a significant change to the layout and arrangement of 

developments, such is the demand for houses and additional 
space over apartments. In many cases, affordability has also 
played a part in the changing nature of developments as would-
be buyers are willing to relocate further from the capital in 
an attempt to purchase property at an affordable price point. 
Viability remains a critical issue with apartment development 
as construction costs are substantially higher than those of 
housing units, due in part to labour and material inflation, 
together with increasingly stringent environmental legislation 
on account of the pandemic. This is evidenced in the uptake in 
housing applications throughout the country. 

Despite the increase in planning lodgements for development 
sites in Q2 2021, sites which hold “ready to go” planning 
permission for residential development remain the order of the 
day for developers seeking to purchase; there remains many 
uncertainties surrounding the Judicial Review process which is 
considered detrimental to planning applications in the pipeline. 
In 2020, Judicial Reviews increased by approximately 30% and it 
is anticipated this is likely to increase further in 2021 indicating 
that developers will be required to restart the planning process 
which is costly from both a monetary and timeline perspective. 

The rising cost of construction is also hindering the market. 
Latest CSO figures indicate that there has been an annual 
increase of 9.9% on construction materials. Most notably timber 
is up 57.8%, with structural steel and reinforcing metal up 
23.4% from last year. This increase in material cost, along with 
an 8.2% increase in labour costs from Q2 last year, highlights 
that construction cost inflation is likely to continue for the next 
few years. It is also understood that Irish Congress of Trade 
Unions’ (ICTU) Construction Industry Committee has submitted 
a request for an annual 4% wage increase for the next 4 years 
which will continue to test viability.
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The publication of the recent “Housing for All” plan in September aims to address the current issues of cost and supply surrounding the 
Irish housing market and aims to provide an additional 300,000 homes by 2030. The Plan seeks to provide affordable accommodation for 
all and is based on the below four pathways:

 • Support home ownership and increase affordability;

 • Eradicate homelessness, increase social housing delivery, and support social inclusion;

 • Increase new housing supply;

 • Address vacancy and make efficient use of existing stock.

Housing for All Bill 2021
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 • The Supply of Affordable Homes by numbers
 – The provision of social, affordable, and cost rental, private 
rental and private ownership homes. On average, over 
33,000 homes will be built per annum, rising to 40,000  
by 2030.

 – 54,000 affordable homes to be constructed between 2021 
and 2030 with yearly targets for the provision of 2,000 ‘Cost 
Rental’ homes and 4,000 local authority Affordable Purchase 
Homes will be provided on average each year.

 – An increased focus on new builds to provide social homes 
and bringing to an end the long-term social housing leasing 
arrangements by the end of 2025.

 • Affordability
 – An expansion in access to affordable homes to buy, through 
an enhanced Local Authority Home Loan Scheme, which 
will have an increased income ceiling for single people of 
€65,000, up from €60,000, and lower loan interest rates. The 
previous cap of €75,000 joint income will remain unchanged.

 • Planning
 – New legislation which will ensure any increase in land values 
due to the successful rezoning of lands for residential use 
will be shared with the state.

 – The removal of the Strategic Housing Development (SHD) 
framework with a streamlined planning approach for Large 
Scale Residential Developments (LSRD).

 – A commitment to simplify the planning process with an aim 
to reduce the number of Judicial Reviews and objections 
submitted. 

 • Private Affordable Rental Accommodation 
 – Rent Pressure Zones to be extended until 2024 with rental 
increases linked to the Harmonised Index of Consumer 
Prices (HICP).

 – The implementation of “Cost-Rental” Schemes where rent 
payable will cover only the cost to develop, finance, manage 
and maintain the end units. It is anticipated that rents 
charged will be approximately 25% less than market rent.

 – The introduction of minimum BER requirement for private 
rental properties to ensure an energy efficient home for all.

Increased land value arising from rezoning

How to extract value for the state from the increase in land value 
arising from rezoning decisions has been a consistent debate 
in Ireland since the time of the Kenny Report in 1973. Housing 
for All proposes “modern Kenny Report style powers to ensure 
the State gets a fairer share of the increase in the value of land 
resulting from re-zoning decisions and the community benefits 
as a result” and is referred to as Land Value Sharing (LVS) in  
the plan.

This proposal touches on issues such as social equity and 
community gain as well as spatial planning policy. The increased 
land value arising from rezoning results from a public policy 
decision rather than anything the landowner has done to 
improve their land, and therefore the argument for public/
community benefit is compelling. The plan states that “initially, 
land value sharing will apply when land is newly zoned for 
residential development. The uplift will be used to secure land 
or financial contributions for the provision of infrastructure and 
social / affordable housing (subject to need)”.

The current system of extracting community/public gain through 
Part V obligations and development contributions is noted in 
the plan as insufficient to “address the cost of providing land, 
infrastructure and housing to meet the needs of sustainable 
communities, particularly for development at scale on an area-
wide basis”. 

New Tax replacing Vacant Land Levy

Given recent experience of significant unintended consequences 
arising from changes in planning policy, it is instructive to look at 
international examples. In the UK much focus has been placed 
on viability whenever land capture mechanisms are discussed. 
Research has pointed out that large geographical variations in 
property prices impact the potential for land value capture. In 
addition, the argument is put forward that if local authorities 
implementing government policy attempt to extract too much 
public benefit from a zoning/development decision then 
commercial viability may be threatened which might prevent 
a landowner from bringing forward proposals. The Housing 
for All Plan attempts to address this issue by bringing forward 
in tandem a new tax for residential purposes (to replace the 
current vacant site levy).

From a tax perspective a new tax to activate vacant lands for 
residential purposes will be introduced to replace the Vacant 
Site Levy. 

Prior to this, it is proposed that current residential vacancy 
levels would be monitored to assess the merits and impact of 
introducing the new tax. The challenge for the Government 
in this regard is how to do so without creating unintended 
consequences and incentives for taxpayers impacted. We await 
further detail on the proposal. 

The labour market will also play a key role in the success of 
the housing plan. During the Celtic Tiger years, the industry 
relied heavily on the support of Foreign workers. This pathway 
is not as plentiful as in the past and the Government aim to 
tackle the skills shortages by implementing the action plan on 
Apprenticeship 2021-25 and to modify employment permit 
schemes to attract international workers.



Real Estate Planning & Development Statistics  | Q2 2021 Industry review 

12

 

 • The office market has faced significant uncertainty over the 
past 12-18 months, with occupiers unsure of their future 
occupancy requirements. 

 • Regardless, the appetite for office development has remained 
steady, with 5 developments commencing, compared to  
4 in Q1 2021. This is a similar trend to the same quarter of the 
previous year; 4 commencements in Q2 2020. It is noted that 
this is a dramatic shift downwards from pre-pandemic levels, a 
stark comparison to the 8 commencements recorded in  
Q1 2020. 

 • Whilst 10 schemes were granted planning permission in Q2 
2021 (compared to 12 in Q1 2021), the number of applications 
lodged in Q2 2021 (8 lodgements) is an increase over the  
5 schemes lodged in Q1 2021. This indicates some increased 
return to confidence in the sector.

 • Year-on-year there has been an overall decrease in 
applications lodged; 13 schemes in H1 2021 compared to  
18 schemes in H1 2020. 

 • There has been a very notable shift of focus on office 
development to locations predominantly outside of Dublin. 
Whilst 8 of the 10 schemes with planning permissions 
granted were in Dublin (likely carried over from the past 12-18 
months), only 20% of the number of total schemes in Ireland 
commenced in Dublin, with 20% in the rest of Leinster; with a 
substantial remainder (60% of this total) in the rest of Ireland. 

 • Similarly, half of the 8 applications for office developments 
lodged were outside of Dublin, and indeed Leinster, with only 
25% of new applications lodged for office schemes in the 
Dublin area. 

 • This is likely stemming from an increased demand for more 
remote working patterns, and sustained increased rental 
levels in Dublin, driving a more regional focus.

Office Market Outlook

Over the past 18 months, there has been a well reported degree 
of uncertainty surrounding the office market and the future 
of office requirements. There has therefore been a notable 

reduction in the supply of new office stock coming on stream 
through applications and commencements. This reduction in 
new development will have a knock-on effect on supply over 
both the short and medium term, due to the illiquidity in delivery 
of stock to market. 

An interesting trend in this quarter’s statistics is the shift in new 
office development to outside of Dublin and into the regional 
locations. 

There remains a focus on Dublin for office development, driven 
by the inherent demand for this location; the economic benefits 
and quantum of population in the City. However, there is now a 
50:50 split between “Dublin/Leinster” and the “Rest of Ireland”, 
which is a notable development shift to more confidence in the 
regional occupational office market. 

There has been a continued change in momentum in the 
number of occupiers considering their occupational real 
estate footprint. This quantum of “grey space” (sub leasing / 
assignment) has been offered to the market. This excess space 
can struggle to secure occupiers due to a variety of market 
forces – restrictive lease periods, volume of space, covenant 
strength, rent free periods and landlord approval. From our 
understanding of occupiers’ current position, it is now becoming 
apparent that occupiers are reconsidering the prospects of 
releasing office space to the “grey space” market; instead seeking 
to reconfigure existing workspaces for lower densities to include 
a more flexible model of remote working. 

Confidence back in the office market

There are a number of reasons for a likely return to some degree 
of confidence back into the office market:

1. The outlook for the economy is buoyant which will 
encourage existing growth and new entrants to market; a 
key driver in office take up. 

Office Development Market – 
Q2 2021 Key Stats
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2. Occupiers will seek to reconsider their existing spatial 
requirements. Modern floor plates are more suitable for 
occupiers in terms of efficiency, circulation, and layout 
requirements, and can easily flex between working and 
collaborative spaces. This may drive existing occupiers to 
move from older “Grade B” / second generation office space 
to newer and more modern “Grade A” / third and fourth 
generation buildings. 

3. It is likely that the “grey space” on the market will decrease, 
as occupiers reconfigure existing space for modern working 
environments (desk and collaborative space), which at this 
point appears to require a similar footprint to the existing 
office space. Also, as this supply of grey space tightens, 
landlords are likely to be more certain of securing office 
occupiers for new space given lack of competing fitted space 
on more flexible lease terms. 

The office market has seen a small amount of downward 
pressure on office rents and a softening of yields. There has also 
been a shift in the level of incentives such as rent free needed 
to secure quality occupiers. However, this will need to continue 
to be closely monitored across the remainder of 2021 and 
into 2022, so there is a degree of certainty in respect of rental 
projections for developers, in order for development to  
be feasible.

Sustainable green buildings

A final point of note and observation on the office market 
outlook is the renewed focus on environmental impact. With 
occupiers becoming more environmentally conscious and 
considering their carbon footprint, more sustainable and “green” 
buildings will become the norm, and indeed a requirement for 
larger corporates and multinationals. For some, this may require 
new office space, where the retrofitting of existing buildings may 
simply not meet the most discerning occupiers’ requirements. It 
is likely this aspect of the office market will have a fundamental 
impact on occupational requirements and take up and the 
delivery in the appropriate supply going forward. 
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Funding Landscape analysis
With low interest rates, investors chasing yields, a growing 
population and excess demand in the marketplace, current 
macro-economic conditions provide a strong backdrop for capital 
raising within the Irish Real Estate sector. 

Notwithstanding the favourable backdrop, the real estate funding 
market has felt the effects of COVID-19 and faces other very 
significant challenges, these include;

1. The cost of building materials is on the rise with significant 
increases reported across many types of materials such as 
timber, steel and piping.

2. There has been an increase in the number of Judicial 
Reviews being put in front of the courts to challenge SHD 
planning decisions. 

3. Recent changes to Government housing policy 
including stamp duty changes and CPI linked rent caps 
have created uncertainly when stability and transparency is 
required to attract investment. 

These issues are directly impacting on the viability of schemes 
which has a knock-on effect on the availability and pricing  
of capital.

COVID-19 has caused significant disruption across the industry 
and no sector has remained unaffected. However, the severity 
of the impact has been varied across different asset classes 
and some, such as Hospitality and Leisure, have been impacted 
harder than others.

Over the past 12 months, we have seen appetite amongst 
capital providers (both debt and equity), increase in asset 
classes that have withstood the impact of COVID-19. The 
residential market in Ireland is one such example of this.

With a prolonged period of supply shortages, residential 
property prices have increased both in Dublin and nationally 
from Q1 2020 to Q2 2021. As a result of this, Private Rental 
Sector (“PRS”) and Social Housing have been very active 
asset classes over the past 12 months with many developers 
accessing capital by removing the sales risk through either 
Forward Fund or Forward Sale arrangements with Institutional 
investors or Approved Housing Bodies (“AHBs”).

Forward Fund deals have been prevalent in the commercial/
office market for several years now, with significant projects 
such as the The EXO Building and 13-18 City Quay financed 
through this structure. More recently we have seen this 
structure increase its profile in the residential market with one 
of 2021’s largest transactions being a c. €200m forward Fund 
by Union Investments, involving 435 apartments at Royal Canal 
Park in Ashtown, Dublin 15 which are currently being developed 
by Ballymore Group. 

Forward Sales have also increased in prominence in 2021 with 
notable transactions such as Greystar’s €176.5m acquisition 
of Griffith Wood, Dublin 9, and Blackrock/SW3 Capital’s €127m 
acquisition of 295 apartments in Clay Farm, Dublin 18.

In the next section we have provided a summary of Forward 
Fund and Forward Sale agreements and the key differences 
between the two.

Forward Fund – Overview

Under a typical Forward Fund structure, a developer in 
possession of a site/land holding, usually with the benefit of 
planning permission, will enter into an agreement to dispose 
of the site/landholding to an investor. Payment is made to the 
developer upfront in accordance with the relevant contract 
for sale. The investor will then enter into an agreement with 
the developer (Development Funding Agreement “DFA”) for 
the delivery of units on site in accordance with the relevant 
planning permission.

Funding for the development is provided by the investor, 
usually in the form of staged monthly payments throughout the 
construction period. Some investors will seek the developer to 
pay a percentage coupon on the advancement of construction 
costs which, unlike a forward sale, will enable the investor to 
generate a return during the construction phase. A profit split 
is agreed with the developer at the outset and this is generally 
paid out by the investor on practical completion in the form of 
a balancing payment, although some structures may allow for a 
portion of the agreed profit to be paid on completion of certain 
agreed milestones. 

Key Benefits for an Investor Key Benefits for a 
Developer

Immediate Ownership of 
the Site and Potential Stamp 
Duty Saving

Removes need to source 
traditional debt finance

Utilise expertise and 
relationships of the 
Developer

Frees up capital early (site 
payment) for deployment in 
other projects

Greater input into the design 
stage and end product

Reduced equity 
requirement

Secure high-quality stock 
without open market 
competition

Removes sales risk

May be able to secure 
enhanced returns by 
entering into the agreement 
at an early stage

Activates schemes that 
developer may not have 
been able to fund on their 
own balance sheet
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Forward Funding is a favourable structure for both developers 
and investors, but there are some key considerations:

 • Extensive due diligence requirements

 • Commercial agreements can be complex

 • Taxation considerations

 • High transaction costs

 • Margins need to be sufficiently protected should there be 
delays in delivery or increases in costs.

 • Counterparty Risk

Owing to the size and complexity of Forward Fund transactions, 
counterparty risk is a key area of consideration for investors 
to address. The deal size is generally in the range of €75m - 
€200m and as a result, the role of Investor is largely occupied 
by regulated entities, REIT’s or Institutional Investors. Investors 
such as these will seek to partner with top tier developers that 
have excellent track records in delivering high quality schemes 
on time and on budget. A robust balance sheet is also required 
in order to ensure the developer can fund any potential cost 
overruns during the construction phase.

An experienced advisor is essential in navigating the 
complexities of a transaction of this nature and Deloitte Debt 
and Capital Advisory raise in excess of €2bn per annum for Irish 
clients and have a strong global network of equity investors and 
international funders.

Forward Sale – Overview

In a Forward Sale agreement, the developer will seek to agree a 
fixed price with an investor, payable on practical completion of a 
project. The key difference with a Forward Sale structure is that 
the purchase of both the land and completed units take effect at 
the end of a project, which necessitates the developer financing 
the project themselves.

Key Benefits for an 
Investor

Key Benefits for a 
Developer

Secure high quality 
stock without taking on 
the development risk

Provides a secure exit from 
the site

Guaranteed stock at a 
point in time

Funders are offering 
increased leverage thus 
reducing the Developer’s 
equity requirement

Capital is not tied up in 
the project during the 
construction period

Developer retains the 
development profit vs 
forward fund where the profit 
is shared between the parties

Reduced monitoring 
requirements

Mitigates sales risk which 
enables the developer to 
access more attractive 
finance rates

Some key considerations with Forward Sale structures:

 • Developer still needs to raise development finance in the 
traditional manner.

 • Depending on pricing mechanism, they can be exposed to 
movements in construction materials which can impact on 
margins.

 • Commercial agreements will usually include a longstop date 
which creates a risk for developers if there are delays on site.

 • From an investor’s perspective, while there is reduction in risk 
compared to a forward fund structure, this can equate to a 
reduction in control should the project run into difficulties that 
necessitate a secured lender stepping in. 

 • The Investor will have less oversight and control over the end 
product.

Conclusion

There are opportunities and challenges allied to both structures. 
Both can be attractive to investors and developers as they offer:

 • Reduced sales risk

 • Reduced financing risk

 • Secure exit from a site

 • Guaranteed access to stock at a point in time
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Interest Limitation Rule (ILR) in Ireland

On 2 July 2021, the Department of Finance (DFIN) published draft 
legislation for the introduction of the Interest Limitation Rule 
(ILR) in Ireland. The ILR seeks to limit a taxpayer’s net interest 
expense to 30% of a tax defined EBITDA. The ILR derives from 
the EU’s Anti-Tax Avoidance Directive and at its core is intended 
to limit erosion of the tax base in Member States through the 
use of excessive tax deductions for interest expenses. 

Significant change for all property-related companies

For companies within all sectors of the property market the ILR 
represents a significant change. The debt financing required to 
support many ventures means the sector is particularly exposed 
to any restriction imposed on the tax deductibility of finance 
costs. By way of example, if we consider the affordability issues 
in the residential market currently, it will be important that the 
ILR is introduced in a way that it does not become an additional 
tax cost of development which puts further inflationary pressure 
on housing prices. Similarly, operators in the retail, commercial 
and hospitality sectors who may have had a very difficult past 
18 months may be particularly exposed to any change which 
results in additional unexpected cash outflows. 

It is helpful in this regard that the draft legislation proposes that:

 • In certain cases full deductibility will be possible where the 
requisite criteria under the ‘Equity Ratio Rule’ and ‘Group Ratio 
Rule’ are met. 

In addition to the above, DFIN has also proposed an exemption 
from the ILR to fund long-term public infrastructure projects.

Modelling based on the draft legislation published will be key to 
identifying any potential exposures in advance and any possible 
mitigating actions which can be taken to improve the outlook. 

The ILR is expected to be effective in Ireland from 1 January 
2022. Developments on the draft legislation currently proposed 
should be monitored closely between now and then. 

Impact of Stamp Duty change

From a stamp duty perspective, residential market participants 
will have noted the stamp duty change (Section 31E) which 
became effective on 20 May 2021. This section introduced a 10% 
stamp duty charge on the cumulative purchase of 10 or more 
houses in a 12 month period.

Although the new rate only applies to units acquired after 20 
May 2021, units acquired prior to that date can be included in 
reaching the threshold of 10. Other key features of this rule 
change include:

 • While the higher rate of stamp duty applies automatically to all 
bulk purchases of 10 or more, it will also apply on a cumulative 
basis where for instance a person is purchasing regularly on a 
unit-by-unit basis.

 • The application of the rule in circumstances where multiple 
purchases of residential units are made indirectly through 
shares, units of investment funds or certain partnership 
interests.

 • Apartments and certain residential units leased to local 
authorities for social housing purposes are exempt from this 
higher stamp duty.

It is evident that this legislation is broad and will bring about 
a significant cost increase on the acquisition of certain 
property and certain interests held through shares, funds and 
partnerships. This may result in a significant disincentive for 
such acquisitions. 

The conditions attaching to the legislation are complex with 
significant anti-avoidance measures. The provisions will also 
bring about the need for more detailed review of property 
acquisitions into the future given that any unpaid stamp duty 
chargeable in respect of a relevant residential unit and any 
associated interest or other monetary penalty remains a charge 
on the relevant residential unit to which it relates without a time 
limit until such time as it is paid in full. 

Tax Changes that will Impact 
the Industry
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Summary
Overall, it has been an encouraging three months for the industry with a large number of commencements on the residential 
side and the introduction of the Housing for All Plan. It is an ambitious plan that has a number of planned transformations and 
it should be welcomed. It does not exclude any part of the industry and recognises that all asset classes and structures are 
required to solve the housing crisis. As with every plan, there are areas that will need further analysis and consideration, which 
will be monitored closely in the coming months.

The replacement of the SHD planning process with the LSRD process will be interesting to monitor and its success should be 
measured on how many implementable planning permissions it delivers. In tandem with the LSRD process a reform of the 
Judicial Review process would be welcomed by the construction industry.

Construction material and labour costs are continuing to rise and are tipping schemes that were marginally viable into negative 
territory. The uncertainty of costs is making it increasingly harder for the industry to forecast developments.

The draft legislation for the introduction of the Interest Limitation Rule in Ireland would have a significant impact on the 
construction industry and it will be important that the ILR is introduced in a way that it does not put further inflationary pressure 
on housing prices. The ÐLR is expected to be effective in Ireland from 1 January 2022.

Our Real Estate Advisory team can provide you with strategic support at all stages throughout the property development life 
cycle. By combining property expertise and business advisory skills, we apply in-depth insight drawn from our understanding 
of all industries and sectors into one integrated solution. Our core Real Estate advisory team is supported by Tax and VAT 
Advisory, Debt & Capital Advisory and consultancy divisions, to service every aspect of your property portfolio requirements.

Our Real Estate Finance team help clients raise capital (equity and debt) for property development and investment. We assist 
our clients in optimising commercial terms, managing key risks and maximising business flexibility. We raise in excess of €2bn 
per annum for Irish clients and have a strong global network of equity investors, international banks and direct funders.

Our experienced team of Tax advisors offer a wide range of real estate tax advisory services including, but not limited to, 
pre-bid support, full tax due diligence to identify and quantify tax risks and opportunities, tax advice on a suitable holding 
and financing structure and exit strategies. We also offer a wide range of post completion services including assistance with 
ongoing direct and indirect tax obligations, support with refinancing and reorganisations in addition to optimisation of reliefs 
such as capital allowances.

About Us
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