
 

The Strategic Move to Incorporation: Key Considerations 

 

For entrepreneurs and business owners, the decision to transition from a sole 

proprietorship to a corporate entity is a significant milestone. Incorporation offers 

a host of benefits, particularly when business profits surpass the personal financial 

needs of the owner, allowing for more strategic tax planning and financial 

management. 

Understanding the Benefits of Incorporation 

Incorporating a business in Ireland provides several advantages that can be 

leveraged for growth and sustainability: 

 

• Favourable Tax Rates: One of the most compelling reasons to incorporate is the 

favourable corporate tax rate of 12.5% on trading profits, which is substantially 

lower than the personal income tax rates that can reach up to 55% for individuals. 

 

• Tax Planning Opportunities: As a company, there is greater flexibility in managing 

how and when income is taxed, which can result in significant tax savings and more 

efficient financial planning. 

 

• Enhanced Pension Schemes: Companies can establish pension schemes that offer 

more attractive tax reliefs compared to those available to self-employed 

individuals, facilitating a more tax-efficient retirement planning. 

 

 

 

 

 

 

 



 

• Investment in Growth: The tax savings achieved through incorporation can be 

reinvested into the business, fueling growth, innovation, and debt reduction. 

 

• Access to Tax Reliefs: Companies have access to a range of tax reliefs, such as the 

R&D tax credit, which can provide substantial financial benefits for engaging in 

qualifying research and development activities. 

 

• Employment of Family Members: Incorporation allows for the strategic 

employment of family members, enabling a more tax-efficient distribution of 

income within the family. 

 

 

 

 

 

 

 

 

 

 

 

• Diverse Compensation Strategies: Companies can offer a variety of remuneration 

packages, including share options and equity incentives, which can be attractive to 

employees and align their interests with the company success. 

 

• Reimbursement of Business Expenses: Companies can establish policies for the 

reimbursement of business expenses that are tax-free under certain conditions, 

providing an additional benefit to employees. 



• Strategic Use of Company Loans: Loans made to the company can be structured 

in a tax-efficient manner, with repayments timed to coincide with the availability of 

cash flow. 

 

• Protection of Personal Assets: Incorporation provides limited liability protection, 

safeguarding personal assets from business debts and liabilities, and enhancing the 

credibility of the business in the eyes of customers, suppliers, and investors. 

 

• Profit Extraction Mechanisms: When it comes time to exit the business, there are 

various methods available for business owners to extract profits in a tax-efficient 

manner. 

 

 

 

 

 

 

 

 

 

 

 

Considering the Challenges of Incorporation 

While the benefits are clear, there are also challenges associated with incorporation 

that must be considered: 

• Potential for Double Taxation: Both the company and its shareholders may be 

subject to taxation, which requires careful planning to ensure tax efficiency. 

• Close Company Surcharge: Smaller companies may be subject to additional 

surcharges on certain types of income, which can impact financial planning. 



• Stricter Rules on Expenses: Company directors may find that they have fewer 

allowable expense deductions compared to self-employed individuals, affecting the 

bottom line. 

• Increased Administrative Burden: The requirement to file company accounts 

publicly can result in a loss of financial confidentiality and increased administrative 

workload. 

 

Making an Informed Decision 

The decision to incorporate should be made after thorough consideration of both 

the advantages and the potential drawbacks. It is essential to consult with a tax 

advisor to ensure that the decision aligns with the long-term goals of the business 

owner and the strategic direction of the business. 

DISCLAIMER 

This article does not constitute professional accounting, tax, legal or any other 

professional advice. No liability is accepted by Taxkey for any action taken or not 

taken in reliance on the information set out in this presentation. Professional 

accounting, tax, legal and / or any other relevant professional advice should be 

obtained before taking or refraining from any action as a result of the contents of 

this article. 

 


