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The Irish funds industry
The funds industry has long been a major contributor to the Irish economy. According to Irish Funds, as of May 2019, assets in Irish domiciled 
funds reached €2.64 trillion with approximately 40% of the world’s alternative investment funds administered in Ireland.

A recent report prepared by Indecon regarding the Economic Impact of the Funds Industry on the Irish Economy revealed that in 2018 alone, 
the funds sector in Ireland contributed nearly €840 million in direct taxes to the Irish Exchequer. The report noted that there are in excess of 
16,000 people directly employed within the funds industry with a total employment impact (i.e. direct and indirect) of more than 32,000. 

While the statistics paint a very positive picture, the reality is that Ireland has fallen behind its counterparts in relation to its offering to private 
equity stakeholders. While the ICAV has proven to be a very successful introduction to the Irish fund product offering, it has not captured the 
attention of private equity managers and investors, who are familiar with, and have always had a preference for, limited partnership structures. 
The absence of a ‘fit-for-purpose’ partnership vehicle is considered by many to be the biggest gap in Ireland’s current financial services offering.

With dry powder at an all-time high and investor confidence in private equity funds appearing to show little sign of abating any time soon, 
there is a great deal of opportunity in the private equity and venture capital markets at present, which Ireland is well positioned to serve, 
particularly in light of the reform of Ireland’s limited partnership legislation which is underway at present. Although an increasing number 
of managers have turned to Luxembourg as an EU domicile for their private equity and infrastructure funds in recent times, the reform of 
Ireland’s limited partnership regime is likely to ensure that Ireland will be seen as a viable alternative going forward. Furthermore, with Brexit 
on the horizon, the introduction of these new measures is timely. Ireland will be the only English speaking EU Member State post-Brexit and 
with a large number of private equity funds established as partnerships in the UK, Brexit will continue to lead to affected managers looking 
for alternative options in relation to their choice of fund domiciles.

The Investment Limited Partnership
Ireland’s current regulated partnership offering takes the form of an Investment Limited Partnership (“ILP”). Since its introduction in 1994 by 
virtue of the Investment Limited Partnerships Act 1994 (the “Act”), the ILP has not been as successful a fund structure as had been initially 
anticipated by its advocates. To date, only a handful of such structures have been established in Ireland. For the most part, this is due to a 
number of shortcomings in the Act which only became apparent in practice after its enactment. Notably, the Act has not been substantively 
updated since 1994, which has left it outdated in relation to market developments, in particular the Alternative Investment Fund Managers 
Directive (Directive 2011/61/EU) (“AIFMD”) which offers an EU-wide marketing passport to EU alternative investment funds such as ILPs.

The ILP is a “tax transparent” partnership vehicle, which is authorised and regulated by the Central Bank of Ireland (the “Central Bank”). It is 
constituted pursuant to a limited partnership agreement (“LPA”) which is entered into between a general partner (“GP”), who is responsible 
for the management of the business and liable for all debts and obligations of the ILP, and one or more limited partners (“LP(s)”). The liability 
of the LPs is restricted to the amount of capital committed to the partnership.
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To be in a position to compete with other jurisdictions, such as the UK and Luxembourg, in the private equity sector, Ireland needs a ‘fit for 
purpose’ partnership vehicle. It is in this vein that a number of industry stakeholders, including Irish Funds, have been working to address 
the Act’s deficiencies and align Ireland’s offering with that of other jurisdictions.  This reform is a strategic priority action item within the Irish 
Government’s “Ireland for Finance” 2020 Action Plan 2019, and it is hoped that the proposed enhancements will be formally adopted by 
way of new legislation.

The Bill
Following a prolonged dialogue with industry participants, on 13 June 2019, the Irish Government approved the publication of the Investment 
Limited Partnerships (Amendment) Bill 2019 (the “Bill”), which is a positive step in the direction of making Ireland a more attractive domicile 
for private equity and venture capital funds.

The Bill still needs to progress through the legislative process, which will involve it being passed by both Houses of the Oireachtas and 
subsequently signed into law by the President of Ireland.  The exact timing of this process is unclear.  Nonetheless, industry remains hopeful 
that the new regime will be enacted at some stage during 2019. 

It is hoped that the Central Bank will also consider certain changes to its AIF Rulebook in due course as part of the proposed conversion of 
the AIF Rulebook into Central Bank AIF Regulations in order to make the ILP a more attractive option for private equity managers, but this 
remains to be seen.

What changes are proposed?
The reforms which are contained in the Bill are predominantly aimed at (i) redefining certain rights and obligations relating to LPs and the 
GP; (ii) harmonising the rules relating to, and the characteristics of, the ILP structure with other Irish regulated fund structures and certain 
legal and regulatory developments since the Act was introduced; and (iii) adopting market standard practices and features from other 
popular fund domiciles. 

A summary of the key areas of reform and enhancements included in the Bill are set out below. 

The Bill:

 » expands the list of protected activities that a LP may undertake without prejudicing its limited liability status, for example permitting LPs 
to serve on an advisory committee or board of an ILP or to appoint a representative to serve on any such committee or board without 
such activity constituting involvement in the management of the ILP

 » confirms that a LP will not be liable to contribute any capital to the ILP except in the circumstances as provided for in the LPA

 » includes amendments to certain terminology and requirements to align the Act with EU norms and standards under the AIFMD which 
came into force in Ireland in 2013, e.g. in relation to the depositary function

 » if provided for in the LPA, permits a majority of LPs to consent to the alteration of the LPA by way of instrument in writing rather than 
requiring unanimous consent

 » provides for the ability to establish an ILP as an umbrella fund, with segregated liability between sub-funds

 » clarifies the circumstances in which LPs are permitted to withdraw capital from an ILP, including removal of the 4 month clawback period 
which applied previously in cases where the GP had not certified that the ILP was capable of paying its debts in full as they fell due

 » updates the registration and record keeping requirements for ILPs, in particular clarifying the list of parties entitled to inspect the 
registers of an ILP

 » introduces the ability of an ILP to register an “alternative foreign name” to enable an ILP operating in a non-English speaking jurisdiction 
to have official recognition of a translated name in that other jurisdiction
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Reform - the future looks bright
Against the backdrop of Ireland’s robust regulatory regime, accessible regulator, established infrastructure of service providers and strong 
reputation globally, the Irish funds industry is very well positioned to become a key player in the global private equity industry.  It is hoped 
that the new and improved ILP, if enacted, will help unlock Ireland’s significant potential in this space, thereby increasing the attractiveness 
of Ireland as a fund domicile of choice for managers and investors alike and further developing Ireland as a global centre of excellence in 
financial services.

Disclaimer:
The information contained in this advisory is necessarily brief and general in nature and does not constitute legal or taxation advice. Appropriate legal or other professional advice 
should be sought for any specific matter.
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