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Budget Oversight Committee 

Meeting on Tax Expenditures 

22 January 2019 

Opening Comments by the Department of Finance 

 

Introduction 

My name is Joe Cullen. I’m a Principal Officer in the Tax Division of the 

Department of Finance.  I head up the Income Tax Policy Section. 

I am joined this afternoon by my colleagues Deirdre Donaghy, Principal Officer, 

who heads up one of two Corporation Tax sections in the Division and by Pat 

Leahy, Principal Officer, who heads up the Capital Taxes section of the Division.   

My colleague, Keith Walsh, Principal Officer, who heads up the Statistics and 

Economics Research Branch in Revenue also joins us here today.  

On behalf of the Department of Finance, and Revenue, I would like to take this 

opportunity to thank the Committee for your invitation to discuss the 

Department’s Report on Tax Expenditures which was published as part of the 

documentation for Budget 2019 as well as the paper prepared by the 

Parliamentary Budget Office entitled “Tax Expenditures in Ireland: Key Issues 

for Consideration” which was published in September last year. 

In 2008 and 2009, I was part of the Secretariat that supported the Commission 

on Taxation which reported to Government in 2009. More specifically, I acted 

as Secretary to the Working Group within the Commission that examined the 

question of Tax Expenditures. With other colleagues in the Commission 

Secretariat, I was directly involved in providing research and drafting support 

to the Group and the Commission. 

 

PBO – Key Issues for Consideration 

In terms of an approach that might assist towards having a fruitful discussion, 

with your permission, Chair, I might focus in my remarks on the main 

conclusions and findings of the Parliamentary Budget Office (PBO) paper. 

Broadly, we would support the perspective and views put forward by the PBO.  

We would share the view that tax expenditures represent a significant and 
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non-trivial annual cost to the Exchequer. We would also hold the view that, in 

general, the direct spending route should be the first port of call where the 

State wishes to support a particular activity and that tax expenditures should 

be seen as equivalent to direct public spending.  It follows from that, then, that 

the processes related to accounting and accountability for tax expenditures 

might benefit from being more closely aligned with those on the direct 

spending side.  We would also support in principle the view that there is scope 

for a more in-depth consideration of tax expenditures as part of the wider 

Budget scrutiny process.  This point speaks to key messages 2, 3 and 4 put 

forward by the PBO in its paper.  

 

PBO Key Message 2 – Costing Tax Expenditures 

Taking those messages in turn, on key message 2 – costing of tax expenditures 

– the Department has no difficulty with the proposition that consideration 

might be given to alternative methods of estimating the cost of tax 

expenditures.  However, it should be noted that the OECD 2010 report, 

referenced by the PBO paper, notes in the context of its review of ten 

countries (which did not include Ireland), that: 

“Every country examined here has chosen the revenue foregone method, 

despite all its flaws. The reason almost surely is that the final revenue 

loss method is totally impractical.” 

The European Commission document “Tax Expenditures in direct taxation In EU 

Member States” observes that “Member States most often use the revenue 

forgone method in their regular tax expenditure reporting”.     

Indeed the PBO’s own paper acknowledges the ‘complexity’ of alternative 

approaches. Limitations in the data may also prove an inhibitory factor in 

taking a revised approach.  This is not only because of trade-off considerations 

between seeking information from beneficiaries and the burden that may 

place on those beneficiaries, but also because there can be an absence of 

reliable base data on which to base cost estimates. The recent introduction of 

the Key Employee Engagement Programme, KEEP, a new incentive, is an 

example in this regard where it was very difficult to estimate the likely annual 

cost in advance.  
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Notwithstanding these points, we would have no difficulty in further examining 

how tax expenditures are costed.  

PBO Key Message 3 – Data Access and Transparency 

Similarly, in relation to key message 3, the Department would not disagree 

with the view that there is room for further improvement in relation to access, 

availability and transparency of data on tax expenditures.  At the same time, it 

would be fair to acknowledge the significant progress that has been made in 

Ireland in this regard if we take as a starting point the work of the Commission 

on Taxation 10 years ago which sought to identify, codify and cost all the main 

tax expenditures in existence at the time.  

Timing and placement of tax expenditure reports is key to ensuring 

transparency. The 2010 OECD report recommends that such reports should be 

published in the budget documents, which has been our practice to-date. 

The 2010 OECD report also recommends that tax expenditures should be 

reported alongside outlay programmes with the same purpose. A domestic 

example in this regard is the recent Agritaxation Progress Update report, which 

was published with the 2018 Tax Expenditures Report, as part of Budget 2019.  

It specifically set out to map the direct and tax expenditure supports available 

to the agri-sector and presented both sets of data, from the period 2012 to 

2016, alongside each other.  

However, as acknowledged by the PBO paper, and in my comments earlier, 

there is a need to strike a balance between data transparency and the 

administrative burden this may place on taxpayers.  

Revenue publishes costs and numbers of tax expenditures as part of their 

Official Statistics and Open Data releases, meaning that the methodologies 

used are validated against a set of statistical criteria reviewed with the Central 

Statistics Office and that they are made available in open and accessible 

formats. 

Significant efforts have been made by Revenue to provide greater detail on the 

distribution of certain tax expenditures. For example, they publish detailed 

reports on the Help-to-Buy incentive and the recently discontinued Home 

Renovation Incentive, giving information on geographical spread, the numbers 

of individuals availing of different quantums of relief, etc. They also publish an 



Page 4 of 6 

 

annual Farming profile, which analyses the relief availed of by the agri-sector 

under a number of different tax heads (VAT, CAT, Stamp Duty, etc.).   

 

 

PBO Key Message 4 – Systematic Review and Evaluation 

Again, in relation to key message 4 – systematic review and evaluation, the 

Department would have no difficulty in supporting the principle of a systematic 

approach to the routine review of tax expenditures. Such an approach is set 

out in the Department’s Tax Expenditure Guidelines, developed and published 

in 2014. 

At the same time, it would be prudent to also acknowledge there can be 

resource or practical constraints which can limit the amount of review work 

that may be carried out in any one year. In addition, the desirability of ex-ante 

review can be overtaken by timing limitations in the context of the budget and 

Finance Bill annual cycle.  

There have been four Tax Expenditures Reports published as part of the annual 

budget process in 2015, 2016 2017 and 2018.   The publication of these annual 

reports allows us to meet our obligations under Article 14(2) of EU Council 

Directive 2011/85/EU on requirements for budgetary frameworks of the 

Member States which states that “Member States shall publish detailed 

information on the impact of tax expenditures on revenues.” 

Each report has followed the consistent pattern of outlining the fiscal impact of 

the range of tax expenditures and publishing the results of certain tax 

expenditure reviews that have been completed since the last Budget.  In the 

2018 Report, we included reviews of EII, Agri-tax and Help-to-Buy as well as 

Film Relief and Start Up Relief for Businesses.  All five were very 

comprehensive reviews.  

On the question of periodic reauthorisation, it should be noted that all tax 

expenditures that commenced post 2014 have been subject to sunset clauses.  

 

PBO Key Message 1 – Defining the Benchmark System 

Finally, on key message 1 on defining the benchmark system, the Department 

acknowledges the desirability of defining such a system.  Both the Department 
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and Revenue recognise that they publish different classifications of tax 

expenditure measures. However, this is not due to differences in opinion 

arising out of a formal deliberative process.  Instead, the approach taken by 

Revenue is to publish all available information on tax expenditures (broadly 

defined) and this should be viewed alongside a newer and more formal 

classification approach adopted by the Department.  Development of an 

agreed approach to classification of tax expenditures is a task that could be 

built into the work programmes of both organisations in the medium term. 

In the international literature, the challenges associated with identifying a 

benchmark system is acknowledged.   While there is significant diversity in 

working definitions of tax expenditures across countries, a common element is 

the concept of a departure from a tax system benchmark. The 2010 OECD 

Report profiled and compared the tax expenditure policy of ten OECD 

countries and concluded that: “Some countries have very elaborately specified 

benchmarks, while others have only implicit definitions of tax expenditures 

from which their benchmark systems are inferred”. 

 

Conclusion 

Overall, in the last 10 years, a significant amount of progress has been made in 

raising the profile of the issue and the cost of tax expenditures.   As noted in a 

2017 TSG paper: 

 There have been significant advances made in terms of the analysis of 

tax expenditures and the development of an analytical process for such 

evaluation, whether it is ex ante or ex post evaluations. This has built on 

the work of the 2009 Commission on Taxation. 

 There is now a comprehensive evaluation structure in place for such 

reviews, i.e. the Department’s 2014 Tax Expenditure Guidelines. 

 The Department now seeks to carry out reviews of existing tax 

expenditures and ex ante evaluations of proposed new tax incentives.  

I have already mentioned, by way of actual examples, the comprehensive 

reviews of EII and Agri-tax carried out last year. Furthermore, two time-limited 

incentives – the Home Renovation Incentive and the Start your own business 

incentive were reviewed and discontinued last year, both having achieved their 

original policy objectives. 
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This is not to say that there is not a further work to be done.  However, I hope 

this presentation will lead towards a conclusion that there is no issue of 

principle holding back progress. The direction of travel is clear. The only issue is 

one of prioritisation of the work alongside other important tasks.  

Thank you.  


