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Dear Ms. O’Farrell,

I refer to your letter dated 8" December 2023 and attach my response to the issues raised
by the Committee at our meeting on 30™ November 2023 which I undertook to provide.

In relation to the information requested in question 4 on Public Private Partnerships
(PPPs), it should be noted that primary responsibility for PPPs rests with the Department
of Public Expenditure, NDP and Reform. To assist the Committee and respond on the
issues raised in this question, I am happy to include information received from that
Department. Furthermore, I understand that the Committee has requested further
information from the Department of Public Expenditure, NDP and Reform relating
specifically to the aspect of question 4 on “the projected annual reduction of costs on
PPPs after 2035,

If more information or detail is required on any aspect of my responses, please do not
hesitate to contact my office.

Yours sincerely,

U Hogan
Secretary Gener
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. A note on any actions and outputs undertaken by the Department in relation
to the report relevant to it and the Department of Social Protection on the
topic of bogus self-employment.

“Bogus self-employment” is the description commonly given to a scenario where an
individual engaged to do a Job is wrongly classified as being self-employed by an
employer who seeks to avoid employment-related obligations. From a tax perspective,
this relates to income tax, Universal Social Charge (USC) and Pay Related Social
Insurance (PRSI) (including Employer’s PRSI) collected through the PAYE system. The
implication for the individuals is that they do not have the benefit of certain employment
related entitlements such as rates of pay, holiday pay, sick pay and certain social welfare
benefits.

Joint report of the Department of Finance and the Department of Social Protection
2018

The Department of F inance, as part of a working group along with officials from the
Department of Social Protection (DSP), with technical assistance from Revenue,
published a report in F ebruary 2018 looked to identify and estimate any potential loss of
tax and PRSI resulting from intermediary type structures and self-employment
arrangements. The report is available at-

https://assets.gov.ie/10866/71105 854b566428fa2fc2678d8e2b81 . pdf

The report was informed by a public consultation with a wide range of stakeholders. It
finds that the available data does not indicate that self-employment is accounting for any
significant increased share of the labour force, and accordingly the perception of the level
of disguised employment may be overstated. It also notes that contract for service
arrangements can provide flexibility, in many instances, for both businesses and workers,
where they are freely chosen by both parties. However, the report also finds that there is
an Exchequer loss attributable to the much lower social insurance contribution payable
by self-employed people, as compared with the total social insurance contribution paid
by and in respect of employees.

Determination of employment status

Employment classification is a complex area and there is no single clear definition of the
terms ‘employed’ or ‘self-employed’ in Irish or EU law. As a matter of clarification,
questions of employment versus self-employment status impact the work of three
different Government bodies. The DSP has responsibility for the PRSI system and
determines employment status for social insurance purposes; the Workplace Relations
Commission (WRC) determines employment status when adjudicating on employment
rights matters; and Revenue may determine a worker’s employment status in the context
of his/her treatment for income tax purposes and in allocating the income earned to the
appropriate Schedule under the Taxes Consolidation Act 1997,




While in most situations involving determinations of employment status there is
commonality of approach across the three bodies, the decision of one organisation is not
binding on the other, and as a consequence, a determination of employment status in one
context may not be the same as in another context.

There are close working relationships between the three bodies, including conducting
joint compliance interventions to ensure that employers are operating employment
arrangements correctly. Furthermore, in July 2021, an interdepartmental working group
comprising the DSP, Revenue and the WRC further updated the Code of Practice on
Determining Employment Status https://www.revenue. z'e/en/se.lf-assessmenr-and—se.lf-
employmeni/documents/code-Qf-practice-on-employmenr-starus.pdf. The purpose of the
revised Code is to provide an enhanced understanding of employment status, taking into
account current labour market practices and developments in legislation and case law.
These developments include, for example, new forms of work such as platform work and
the gig economy. It is a ‘living document’, which wil] continue to be updated to reflect
relevant changes into the future.

Revenue-specific actions

There is no ‘silver bullet’ solution that would completely eradicate false self-
employment. The primary way to deal with it is through inspection, compliance and
deterrence.

Revenue advises that compliance interventions are undertaken by widely dispersed
operational Divisions in Revenue., Despite anecdotal suggestions to the contrary, Revenue
experience over the past number of years suggests that misclassification is not widespread
but, rather, that targeted interventions have identified a limited number of outlier cases.
Revenue applies a data-driven, risk-based approach to compliance interventions, utilising
the information provided by all principal contractors on relevant contracts and payments
to subcontractors to refine Revenue’s risk focus. This applies to both private and publicly
funded projects.

Revenue’s 2022 Annual Report included the following information in relation to work
done by its Shadow Economy Team in 2022:

“Our Joint Investigation Unit (J1U) makes a significant contribution to our overall
intervention strategy by targeting shadow economy activity. Our JIU officers conduct
standalone’ Revenue operations and also work very effectively with the Department
of Social Protection Special Investigation Unit (S1U) officials and also, as
circumstances require, with the Workplace Relations Commission (WRC), to address
areas of mutual concern across a range of economic sectors. One such sector is
construction.



The continued easing of restricted working arrangements, related to Covid-19,
during 2022 facilitated an increase in our activity in the shadow economy during the
year. Our JIU officers along with other Revenye staff conducted 407 Revenue
standalone’ construction site Visits during the year. During these visits officers
interviewed 872 contractors, sub-contractors, and employees to make them aware of

their compliance and other Statutory obligations. Additionally, our JiU officers

activities, 76 individuals were registered as new employees for PAYE and an
additional 7 sub-contractors were reclassified as employees.

In addition to construction site visits, our JIU officers along with other Revenue staff
carried out a further 1,936 VISits, either on a standalone basis or in conjunction with
other agencies, across a range of businesses in connection With various forms of
shadow economy activity. These visits resulted in the registration of 168 individuals
as new employees for PAYE. ”

It should be noted, however, that the above statistics do not represent all the compliance
work that has been and continues to be carried on. As part of Revenue’s risk based
approach to compliance, the issue of employment versus self-employment is considered
in interventions where there is an indication of risk.

The landscape for determining whether someone is employed or self-employed has
welcome clarification following the recent Supreme Court judgement in the Karshan
case. The judgment sets out a five step framework to assist the correct classification of
individuals between employees and self-employed. In light of this decision, Revenue is
currently drafting a new Tax and Duty Manual, which will provide detailed guidance on
the framework to assist taxpayers in making the correct classification. Revenue is also
working with colleagues in DSP and the WRC to update the Code of Practice on
Determining Employment Status, with the initial meeting taking place Monday 4
December.



2. Inrelation to investments. through the Ireland Strategic Investment Fund. in
companies listed on the OHCR database of business enterprises in relation to
Occupied Palestinian Territory:

e Whether concerns been raised with the Department prior to the
introduction of the Illegal Israeli Settlements Divestments Bill 2023,

e  Whether there had been engagement with any NGOS citing concerns
about the investments in these companies;

e The return on those investments, overall and annually, and

* How many years those investments have been in place

No concerns were raised with the Department prior to the introduction of the Illegal Israeli
Settlements Divestment Bill 2023. ISIF has engaged with Trocaire and the Global Legal
Action Network (GLAN) regarding investments in companies listed in the UN Database.

ISIF does not track the returns on the individual securities as they are part of an overall
return. In 2022, ISIF's investment return was -6.7%. Returns declined in 2022 on foot of
market concerns regarding lower growth forecasts, higher inflation, changes to monetary
policy, the Russian invasion of Ukraine and geopolitical tension. From inception to end-
2022, ISIF has generated an annualised investment return of 2.9% per annum.

Since the establishment of ISIF in 2014, under the NTMA (Amendment) Act 2014, ISIF
has held a wide variety of securities including some of those listed on the UN
database. These securities have varied significantly over time and since the publication
of the UN database in February 2020, ISIF has held on average 10 companies listed on
the database. These companies have varied somewhat and changed with the variation of
the database in 2023. As per the 2022 NTMA Annual Report and the 2023 updated UN
database, ISIF currently holds 11 directly listed securities.

3. The earliest dates for cases being investigated in relation to the liquidation of
IBRC.

Based on information provided by the Special Liquidators to the Department, the earliest
case which is still ongoing was instigated in 2010. This is a case taken in Northern Ireland
against Anglo Irish Bank Corporation by a former client. This case is scheduled for
hearing in April 2024, although this may be delayed depending on the outcome of
procedural applications. One further case was initiated in 201 1, and two in 2012. The
Special Liquidators were appointed on 7 February 2013.



4. A note on public-private partnerships (PPPs). including:
® The number and cost to the state of PPPs at development stage, and those
planned in the future.
® The total capital and current costs of PPPs,
® The projected annual reduction of costs on PPPs after 2035.
® The reason(s) why servicing costs in respect of education PPPs have
increased, and

* A document outlining the contractua] values for school bundles.

Overview of Public Private Partnerships

Public Private Partnerships (PPPs) are partnerships between the public and private sectors
for the purpose of delivering a project or service and is an internationally recognised

Construction of the first PPP project (Schools Pilot project) was completed over 20 years
ago in 2002. The infrastructure is scheduled to be handed back to the State in 2027 The
PPP company must comply with contractually stipulated handback requirements that
necessitates the assets to be returned in a pre-agreed condition and meeting specific
residual life requirements.

In total there are now 30 PPP projects in operation in the following sectors:

® Transport — 15 project
* Education - 9 project
® Housing - 2 project

® Justice - 2 project

® Health - 1 project

* OPW —1 project

There are also a number of projects in development, procurement or pre-procurement
such as Social Housing Bundle 3, 4, 5 and 6; Higher Education Bundles ] and 2;
Community Nursing Units and a Justice project comprising of the redevelopment of
Hammond Lane.

Social Housing Bundles 4 and 5 were announced on 22 June 2022 with Bundle 6
announced on 9 January 2023 and Bundle 7 recently announced on 13 November. These
four social housing bundles will comprise approximately 3,000 homes (depending on
design development).

At end-2022 the construction capital cost of the 30 completed projects amounted to
approx. €5.5 billion. The residual unitary payments for these projects amounts to €6.3
billion.



The Guidelines for the use of PPPs were reviewed and updated in 2019, with a further
review carried out and published in April 2021, as part of the NDP phase 1 report.

The new PPP guidelines recommended that the capital cost of the project (both PPP and
non-PPP elements) over the construction phase could be accommodated within the
approved multi-annual Capital Allocations of the Sponsoring Agency and the 10% cap
on PPP investment was discontinued.

This is in line with the 2006 Guidelines for the Provision of Infrastructure and Capital
Investments through Public Private Partnerships, which stated that where a PPP project
is to be funded through unitary payments the capital cost of the project must be capable
of being met from within the capital ceiling of the Capital Envelope.

This also adapts to the IMF Country Specific report, Public Investment Management
Assessment (PIMA), published in 201 7, which recommended replacing the current fiscal
cap on unitary/availability payments with a rule that scores the total capital cost of a PPP
against Departments’ capital envelopes to assess full fiscal impact.

PPP unitary payments will amount to approximately €330 million or 2.5% of the €13.1
billion capital allocation for 2024.

PPP Costs and Reduction in Unitary Payments bevond 2035

Table 1 below lists out the existing 30 operational PPP’s, setting out their operational date
and their hand back date. As can be seen a number of projects, including the National
Convention Centre, School’s Bundle 1, the Criminal Courts Complex and the N6 Galway
/ Ballinasloe road project will reach final payment in 2035 with the remaining projects
being subsequently handed back as per the year of final payment column.

In relation to specific queries on the PPP costs for the Education bundles, there has been
no discernible increase in the education servicing costs as per the unitary payments
required over the lifecycle. At the current point of the contract lifecycle, each of the
bundles are broadly on trend with the expected cost, including the payments made to date
and the remaining liability payments to be made in the future years of the contract.

Commitments for existing PPPs will cost in the region of €340 million per annum until
2034, thereafter falling to approximately €11 million by 2046. The aggregate annual
funding figures for the existing 30 operational PPP projects are contained in Table 2
below. Expenditure will be met from capital allocations through unitary payments. These
figures are subject to change as and when projects in development are completed and
unitary payments commence. Further details of annual payments by individual project
can be obtained on the ppp.gov.ie website.



Table 1 — Operational PPP’s

Project Operational | Year of Final m
From Payment From Payment

Motorway 2010 2010 Schools 2013 2039

Service Areas Bundle 3

Tranche 1

M7/8 Portlaoise 2010 2022 N11 Arklow - 2006 2040
Rathnew

M8 Fermoy 2006 2024 Schools 2016 2041
Bundle 4

5 Pilot Schools 2002 2027 UCs Primary 2017 2042
Care Centre

National 2004 2029 M50 Upgrade 2005 2042

Maritime College

Cork School of 2007 2032 N17/18 Gort - 2017 2042

Music Tuam

M4 Kilcock - 2005 2033 Courts Bundle 2018 2043

Kinnegad

M1 Dundalk 2005 2034 Schools 2018 2043
Bundle 5

National 2010 2035 M11 Gorey - 2019 2044

Convention Enniscorthy

Centre

Criminal Courts 2009 2035 Grangegorman 2020 2045

Complex

Schools Bundle 1 2010 2035 N25 New Ross 2020 2045
ByPass?

N6 Galway 2009 2035 Social Housing 2020 2046

Ballinasloe Bundle 1

Schools Bundle 2 2011 2036 Social Housing 2021 2046
Bundle 2

N25 Waterford 2009 2036 M3 Clonee 2010 2052
Kells'?

Limerick 2010 2038 Motorway 2019 n/a

Tunnel ' Service Areas

L | [ Tranche 2 ]
Table 2: Projected Future Unitary Payments 2035 - 2046
2035 | 2036 | 2037 | 2038 | 2039 | 2040 | 2041 | 2042 | 2043 | 2044 [ 2045 [ 2046 |
303m | 275m | 254m | 256m | 257m | 235m | 223m | 188m | 96m | 76m | 52m | 11m |

The table on the following pages sets out the financial d

including the future liability for each project listed.

ata for all operational PPP’s,




paywn
ddd

S9J1U3) 3 cvoe

JeayljesH

L'18Y S'S€E L'9LE 5'69

d
Iysiauped
3uisnoH
240

9t0¢

Ev6C WA 1°99¢ 9TT

w
Nni4osuo)
3uisnoy
Jeywo)

9v0¢

JjuswAe g
Auedwo) [eurq

ddd Jo 1eox

8'vve ¥'o1 1°80€ v'0C

(‘)

(ur‘y) (w3)  swaay (w‘y)
S} 9 VNINON LVA Jo
wwie] [qe[ieie ul dAISnpuI

ddd e anpys  sjuowley 44114
Joso) ‘sy Arejruny -puy 0}
[ej0], wwAie] ddd
P2 ddd aanyny Arejrup)

afoug  aayQ pardaloag ddd

sjuswAR g

L10¢
o'ovt €0 wouy
paseyd

W4d4aa

9|pung aJe) Atewlid

()
anjep Wo.rj
[emy [euo
deauo)

S[®30} $333JJ9 sulpuno.

nendo

0'8bz SuisnoH |ejo
. Z dpung
0'6cT Tc0¢ Nd49d duisnoH |eog

dlpun
0'6TT 0co0t N44a el

uone

ayIsse|)

guisnoy |enog

3uisnoy

waloxg  Adusdypuswaedaq

$39910.14 UOISSOUOY) PUT SUTYSIOUIIT] SJCATI] dqnd Jdpun S)USUNIUINIO)) [EDUEUL] popun Janbaydxy



P11
(puejauay) d

Iysiaulieq
aleA
1d/2119n4
sjooyas

£L20¢C L7€8C V/N 1°LS 9'9¢t¢ L'€9 ¢00¢ W44a $|100Y3S10jid §

1°600°T aonsnr |jejol
w
N1Josuod
N9 [47(0]4 o1ty T°Ce V'0oTE 5’89 8'6ST LTOC NO449da 9lpung s1uno)
ddd ANvd
P17 24N
NniIseyu)
Jaque Aq
afeuen | geoz 1°865 6'LT 7867 782 V'ZET | 60-AON | WO49d xelduiod
_o SN0 |euIwL)
P11 d
Iysiauyieq

222 ddl

p¥1ulgng

241Uy u
aJjua
oljusAuo) Se0¢ S°S9L 9°S¢ T'6T€ 8'0ct 8°68T 01-8ny INO49a 22U3.13)U0) _mco;m_ﬂ
¥20Qg ’

190uads




w
niposuo) St0¢ €°909 LSS 6'€ES L'SE v'0ce 0¢0¢ W44a snduied
’ uewJo3adueln
euadniiy
P
S92INIDS 43014 avee V/N 6'88 €'qeT eev £00¢ W48a | 3ISnA JO |00YaS 340D
ddd WSO
P
(OWN) . . . . 889)|0)
uoizeanpy 6¢0¢ 2961 V/N o'ty EvST v'1S 700¢ W44a SWLEI [euonEN
SnJo4
uoneanpy
J3ysiH pue Jayun4
uoieanpj |ejoj
w
NiJosu0)
saoeds 137014 v LLT 181 L°8C 9'0¢ 116 8T10¢ W4d4aa G 9|pung sjooyas
paJidsu)
P 1v0¢ 'Tee STt 6°'6ST 8’61 €19 910¢ W449a ¥ 3|pung sjooyas
ddd AV9
P . . . . .
ddd INVS 6€0¢ R4 6'€l 5°08¢ TTET 0’001 €T0C W4d9a € 9|pung sjooyas
P
S|ooyas 9¢€0¢ 6'TvE V/N eeet 9'811T L'18 110¢ W44d ¢ d|pung sjooyas
3|quAd
P11
T sjooyas Se0c¢ L'TSC V/N €eT L'8TT 6'6S 0T0¢ W4dad 1 9|pung sjooyas
[4dN




TTIN Ay
102siuuy
01 Asuoo

144014

v'9¢s

¢'6¢€

ovey

T°€9

PY
(weny)
a1noy
109.41q

4014

vi/iL6

1y

6'T9L

A ZA

Ayuoasiuug

P31 ddd
mauyiey
moppy
TTIN

0v0¢

€691

L'EC

ctee

vver

P31 (uo
ISS92U0))

O0SIN

[470r4

1°€66

9'v6

¥'009

1°86¢

P1
(o8WN)
9}
noyiauiq

Tv0¢

0°LSY

049

CTST

8'8¢€¢

P11 (EN) s
uolneiadp

Aemiorolp
Jutjoiny

¢s0¢

8'80L

L'SP0‘T

9'0S

LSS

6°'0ST

8'199

€°L0S

€'qte

* -IN

SYET 6T-Inf NO49a /43105 TTIA
v'1Le L1-d3S | NO49Q | weny /109 8T//TIN

qu_oz (ssou) pueman
CTIET % TIN INO49a LN ]2Ul) mauyiey

MO

ST-Anr /MOPUY TIN
1'6TC oT-dss | Wo44a apes3dn oS
w413 oT-Inr no49aa [uung youBwWI
1S oT-unr [ Wo49a S|19) @duo) €N

T'1Ce

puejaJ
aJnynJiseuju)

Jodsueus
uoizeonp3 1aysiH
pue Jayunyg |ejol




P11 (P
1044931E/\\)
dnouo
speoy
M3

£20¢

0'96T

LT

99

L7981

P31
(Aowua4)
91
noy1o941q

14414

8¢ST

8¢

€T

9°8V1

€79¢

60-1°0

uo
ISS92U0)

piojia1eM SZN

P17
(lepunq)
dnoug
Speoy
213D

143014

6L

17A]

v'e

00

L7C8T

90-10

uo
ISS92U0)

Aowuaq g

P11 (7IN)
uonesadp

Aemiorop
Juljodny

€e0c

1°081

8L

v

891

9¢CT1

G0o-das

uo
ISS90U0)

lepung TIN

8'T0¢€

50-93@

uo
ISS92U0)

pegauury 300001y A

S9LY'Y

T'Sve

T'169°C

€orv'T

70161

ddd liL|eioL

Auedwo)

Auny p

a1eudisaqg
ssedAg

GZN
SSOY MapN

4414

Svve

9'8¢

9'18¢

Eve

9'0ST

0coc

WO044d

SSOY MON GZN

pauwi
ddd




0Ly 6'VE

€'T96

€°68S 1'982'9

8'EVE‘E

eluUeAO)

TEVOT

0Ly 6'VE

€196

avda
S92IAIDS

Aemaleg
II'H Y2999

110¢

00

00 00

00

(2
doissadng

0TOC

'Ly

00 00

T'Ly

p11 (e
Ssloe|1i0d)
dnoug
speoy
139D

€¢0c

9°Ge8

6’9 00

8'6L

p37 (uo
I1SS3J3U0))

9N

S€0¢

8'ELE

v'ee ¥'0¢

0'Tee

0'9vE £LT02

€768T uoIissaduo) |eyol
¢'6SS‘E ddd |eol
uo A3uaug

ISS92U0)

031 91sepn\ ulqng
[1Puno) Ay uigng

€9vST uoIssauo) |1 |e30]

. uE o ayouel
voT | BTN | oo 2 BualiEl] Ye

. o - ayouel
Les -30/das | 1ss92u0) T 9yduell VSN

. Ae o asioe|1i0
PO0E 1 0T8N 1 osa5u09 loejiod 8/LIN
. ) uo dojseuljjeg
g Lbe 60-2°@ 1SS39U0) Aemes 9N




'SI3UOISSIWWO) 3NU3AY 3Y1 01 Aj30auip pied aue yoiym syuswAed asieyd
951334 LV JO u0IdadXa 3y} YyIMm ‘0) ddd 03 pied syunowe o3 aejal syuawAed 9A0Qe 3y} JO ||V 910N IIL

'S|ej0} S1944e
Suipunoy 9
"uwinjod syuawAed ddd 49410 ayYy ul papnjaul uaaq Ajsnoinaad Suirey uwnjod
JuawAed Asenun ddd 9y} Jopun papiolas mou ale pue pausdijeas usaq aAey DN ay) uo ajqeded sajey g
‘sjuswAed aajuelens diyjea) pue (YA JO 3AISN|IUI) SUOIeLIBA Auioyine
'S901AJ3S UOIIINIISUOD O JuswAed | yA 981eyd 3s1anad sapNJaUl INIPUAdXS ddd Pyl v
"LVA J0 3AISN[Dul aJe s2un3ly ||V 'SaWSYIS ddd Uo sjuswhed Ayjigejieae pue
S3WIYIS uoissaduo) uo siuawAed uonesado pue uoiPNIISUOD 0} sale|as ||L Aq ainypuadxs Aleyun ddd '€
"%9S°C JO UOIIEX3PUI [ENUUE 3UNINS PIWNSSE UB UO
Pa3ejnojes aie DN Y3 404 sjuswAed palywWOd [BUIWIOU 94NINY JO SBJRWINST T
"%¢ JO UolleXapUI |lENUUE BiNINJ pawInsse
Ue uo p3je|ndjed aJe syuswAed palIwIWOod [eUIIOU 34NINY JO SAlRWINST T
S910N



5. Anote on debt relief payments in respect of South Sudan and Somalia.

The IMF and World Bank launched the Heavily Indebted Poor Countries (HIPC)
Initiative in 1996 to address debt relief issues as part of a larger effort to address the
development needs of low-income countries. For debt reduction to have a tangible
impact on poverty, the additional money needs to be spent on programs that benefit the
poor. Before the HIPC Initiative, on average, eligible countries were spending slightly
more on debt service than on health and education combined. Since the initiative, they
are spending about five times more on health, education, and other social services than
on debt service.

In December 2019 and May 2021, the Managing Director of the IMF formally wrote to
Governors' at the IMF to request their support for an IMF financing package for
delivering debt relief to Somalia and South Sudan under the HIPC Initiative. As the IMF
did not have sufficient resources, members were asked to contribute part or all of their
respective shares in IMF internal resources.

In January 2020, the Minister for Finance approved Ireland’s participation as part of a
wider international effort in providing debt relief to Somalia, and in May 2021 agreed
to provide debt relief to South Sudan. In total, Ireland agreed to a transfer of €8.3 million
euro of Ireland’s share of resources in IMF managed accounts to the IMF’s
Administered Accounts for Somalia and Sudan.

Subsequently, the European Central Bank (ECB) determined that a portion of the
funding transferred had been provided to the IMF by national central banks and
therefore was in breach of Article 123(1) of the Treaty on the Functioning of the
European Union and warranted corrective measures, Accordingly, in light of the ECB’s
finding, a provision was included in the Bretton Woods Agreements (Amendment) Act
2022 to provide for a refund of up to €6.6 million from the Exchequer to the Central
Bank of Ireland (CBI). A one-off payment of €6,552,103.88 — the CBI share of the IMF
managed accounts — was completed in 2022.

" Irelands Governor at the IMF is the Minister for Finance.



6.  Anote on the sundry moneys account, including the reason for the significant
increase in money lodged in 2020. and difficulties with transactions into the
account.

Background

The Sundry Monies account is an account for the temporary holding of monies before it
is known, for certain, where the receipts are proper to. In most instances the monies are
transferred to the Exchequer Central Fund as soon as the Department of Finance receives
an accurate instruction to do so.

The Department of Finance has no control over receipts into the Sundry Monies Account.
However, once received, the process of ensuring correct payment instructions are
remitted to the department is labour intensive and entirely reliant on third party
cooperation.

Pandemic Effect on Transfers
A similar volume of receipts flows through this Sundry Monies Account on an annual
basis.

However, during the pandemic, the Department focused on processing other more critical
payments, such as the daily supply payment to fund voted expenditure, non-voted
exchequer payments required under legislation, Social Insurance Fund Transfers and EU
commission payments. This led to the account holding funds for longer than in previous
years.

More recently, over €100m was received into the account during the final weeks of 2022
and it was not possible to obtain instructions, compile supporting documentation and
complete transfers in this short timeframe.

Significant progress

Over the past 12 months, the Department has put additional resources and significant
effort into reducing the balance on the account. In fact, the balance is now at its lowest
level in recent years. The below table shows this progress:

Sundry Monies
Balance @ 1st January 2023 €195,200,257
2023 Lodgements €693,129,111.22
2023 Transfers to Central Fund €852,241,220.21
2023 Transfers to third parties €22,155,656.34
Balance @ 30 November 2023 €16,175,433.34 ]

As shown above, the Department has transferred close to €1 billion euro in lodgements
from the account to-date this year. Notwithstanding, the account may experience a surge
in receipts during the month of December similar to the one experienced in 2022, which



will unfortunately be reflected in the year-end accounts. This is entirely outside the
control of the Department of Finance.

7. The manner in which housing schemes, such as long leasing. are accounted
for in terms of Government spending and the general Government balance
sheet.

Payments made by local authorities to property owners in respect of leased units,
including long leases, are recorded as current expenditure by the Local Authorities. Such
expenditure is in turn funded via allocations made by the Department of Housing, Local
Government and Heritage. Specifically, under subhead A.4 Social Housing Current
Expenditure Programme.

In general government terms, operational leasing of this sort from the private market is
recorded as an intermediate consumption (P2) in the non-financial account with a
negative impact on the General Government Balance.

Long term leasing contracts are assessed by the CSO in terms of their government
accounts statistical classification. The CSO classifications guidelines sets out the
procedures undertaken by the government accounts classifications division in terms of
defining what is included in government finance statistics (GFS). To date, two long term
social housing leasing contracts have been classified by the CSO and Eurostat as being
operating leases. Accordingly, as the assets remain with the lessor, they are not included
in the government balance sheet.

8. Data in relation to movement on deposit rates in the past while.

The determination of interest rates is a commercial decision for individual banks and is
the sole responsibility of the board and management of each bank.

Neither the Central Bank of Ireland nor the Minister for Finance has a role in setting
the interest rates offered by institutions operating in the Irish banking sector. Although
the State is a shareholder in some of the banks operating in this jurisdiction, those
entities are run on a commercial and independent basis as set out in the Relationship
Frameworks.

Notwithstanding the above, the latest Central Bank of Ireland’s Retail interest rates
release was on 13 December 2023, and it can be accessed at:
https://www.centralbank.ie/docs/default-source/statistics/data-and-analysis/credit-
and-banking-statistics/retail-interest-

rates/2023m10_ie_retail interest rate statistics.pdf?sfvrsn=7e45621a 3




These statistics relate to October 2023 and show that the weighted average interest rate
on new Irish mortgage agreements at end October 2023 was 4.27 per cent, a decrease
of 3 basis points compared to the previous month and up 170 basis points in annual
terms. The equivalent euro area average rose by 7 basis points to 4.07 per cent. At end
October, the rate in Ireland exceeded the euro area average by 20 basis points.

Interest rates on household overnight deposits rose 1 basis points to 0.12 per cent in
October 2023. The weighted average interest rate on new houschold deposits with
agreed maturity rose 5 basis points to 2.59 per cent in October in Ireland and now stands
at the highest level recorded since J anuary 2009. The equivalent rate in the euro area
was 3.27 per cent.

Furthermore, in relation to the issue of the capping of mortgage interest rates which was
raised at the meeting of the 30" November, to further address the Committee’s queries, |
refer the Committee to the response from the Minister for Finance to a Parliamentary
Question which may provide some additional clarification on considerations in relation
the matter at that time.

9. A note on what the Department is doing in relation to protecting access to
cash, and related legislation.

The Retail Banking Review, which was published by the Minister for Finance in
November 2022, highlighted that cash, despite the decline in its usage in previous years,
remains an important element of the payments system and the broader economy.
Accordingly, the Review included a number of key recommendations to ensure continued
access to cash and that any future evolution of the cash infrastructure will be managed in
a fair, orderly, transparent, and equitable manner for all stakeholders. To that end, it
recommended that the Department of Finance should prepare heads of a bill in 2023 to
provide for:

e reasonable access to cash;

e ATM operators to be authorised and supervised by the Central Bank; and

e the authorisation and supervision of cash-in-transit firms (CIT) in respect of their
cash handling activities and related financial services.

The Review also recommended that a new National Payments Strategy (NPS) should be
prepared by the Department of Finance in 2024. As the previous National Payments Plan
was launched in 2013, it is appropriate that a roadmap should be set out for the whole
area of payments, which has been subject to huge changes in the intervening years, taking
account of existing and proposed EU legislative developments and the need to examine
unwelcome developments in the area of fraud. Specifically, in relation to access to cash,
the Review recommended that the NPS should consider how future changes should be
made to the legislative access to cash criteria and, on the related issue of the acceptance
of cash, whether the Minister for Finance should be given the power to require certain
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Work began on Access to Cash legislation in January 2023. This initially consisted of
desk-based exercises, stakeholder identification, and informal engagements. The
Department of Finance then began a targeted consultation on Access to Cash in July 2023.
Officials engaged with a number of key stakeholders, including: retail banks, CIT
companies, Independent ATM Operators (IADs), and other key stakeholders in the cash
system.

Department officials have been drafting Heads of a Bill throughout the year, in close
consultation with the Central Bank of Ireland and Departmental legal experts. The
Minister expects to bring the Heads of Bill to Government early in the new year to seek
approval to draft the Bill. Following approval by the Government to draft the Bill, the
Heads will be submitted to the Joint Oireachtas Committee on Finance, Public
Expenditure and Reform and Taoiseach for pre-legislative scrutiny.

As regards the NPS, a team has been assembled in the Department and work is well
underway. The terms of reference for the NPS were published on 27 June 20232 and a
public consultation, which was opened on 12 December 20233, will close on 14 February
2024.

Further information on the Heads of the Access to Cash Bill
As noted above, the Heads will provide for criteria to ensure reasonable access to cash,
the supervision by the Central Bank of ATM operators* and Cash-in-Transit firms (CITs).

With regard to the withdrawal of cash, the Minister will prescribe:

e the percentage of the population in each NUTS3 region that should be to be no
more than 10km from an ATM; and

e the minimum number of ATMs per 100,000 people in each NUTS3 region.

With regard to the lodgement of cash, the Minister will prescribe the percentage of the
population in each NUTS3 region that should be no more than 10km from cash service
points, which are locations where cash can be deposited and withdrawn during normal
business hours, where in-person assistance is available. Bank branches and An Post
offices satisfy this definition.

2 https://www.gov.ie/en/publication/4af00-national-payments-strategy-2024-terms-of-reference/

3 https://consult.finance.gov.ie/en

* ATMs operators include the banks and independent ATM deployers, who are not currently subject to
regulation.

5 The NUTS classification system for divides up the economic territory of the EU for statistical purposes.
Ireland has 8 NUTS3 regions. These are the Border, West, Mid-West, South East, South West, Dublin,
Mid-East, and the Midlands.




The legislation will set out that designated entities will be responsible for ensuring
compliance with the criteria. These designated entities will be institutions that provide
current accounts in the Irish market that:

e hold more than X% of current/payment accounts; and

e hold more than Y% of household deposits.

The initial access to cash criteria set by the Minister will have regard to the level of cash
infrastructure at the end of December 2022, taking account of already planned changes
that were subsequently implemented®. However, as the expectation is that the demand for
cash will continue to decline over the medium term, the Heads provide that the Central
Bank will review the Access to Cash criteria periodically and that the Minister will have
the power to amend those criteria on the basis of a report submitted to the Minister by the
Central Bank. The report will take into account issues such as cash demand, population
changes, and financial inclusion.

Provision will also be made in the Heads to address local deficiencies, which are
situations that may arise where, despite compliance with the criteria in a specific NUTS3
region, a potentially serious gap in access to cash occurs within a part of that region. A
potential example could be that, following the closure of an ATM, a deficiency arises
because, although the nearest alternative ATM is within a reasonably short distance, it is
located on the other side of a river and there is no nearby bridge.

Consideration is also being given to the issue of ATM access fees’ in the Heads. The
status quo is that domestic transactions are not such to access fees and the objective will
be to ensure that this remains the case.

The Heads will also provide for the registration of ATM deployers and CIT firms. This
will bring both types of entities within the regulatory perimeter of the Central Bank. The
Central Bank will have the power to prescribe regulations dealing with reporting and
matters such as service standards including the operational availability of ATMs and
denomination stocking.

Proposed European Legislation

On 28 June 2023, the European Commission published a number of legislative proposals
in the payments policy area. These included the proposed framework for the digital euro
and a separate draft regulation on the legal tender of euro banknotes®. The proposed
regulation deals with the acceptance of euro banknotes and coins and with access to cash.

% These related to the closure of Ulster Bank branches (those not transferring to PTSB), associated ATMs
and KBC Hubs.
7 Access fees are flat rate fees imposed by an ATM operator to use one of its ATMs. They are separate to

the normal charges and fees levied by banks on their customers.
8 https://economy-finance.ec.europa.eu/system/files/2023-06/COM 2023 364 1 EN_ACT partl v6.pdf




The regulation proposes monitoring of the level of acceptance of euro and access to cash
on an annual basis by each Member State. Where the level of acceptance is assessed by
the Member State as undermining mandatory acceptance of euro banknotes and coins, the
Member State must set out remedial measures it commits to take without undue delay.

With regard to access to cash, the test is whether access is sufficient and effective.

As our proposed access to cash legislation should ensure that we meet this test, it is fully
consistent with the draft EU regulation. The National Payments Strategy is taking account
of the draft regulation in its work on the acceptance of cash.

The EU file is currently under negotiation in the Council and being considered separately
by the European Parliament.



