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Budget Oversight Committee, 22 June 2022 

Opening Statement, Deirdre Donaghy, Department of Finance 

 

On behalf of the Department of Finance and the Revenue Commissioners, I 

would like to thank the Committee for your invitation to discuss the tax 

expenditure reviews of the Research & Development tax credit, the Knowledge 

Development Box and the section 481 Film tax credit. 

 

My name is Deirdre Donaghy, I am a Principal Officer in the Department of 

Finance with responsibility for business tax, including each of the three reliefs 

mentioned.  [I am joined by my colleagues Aisling Greene, who has responsibility 

for the R&D tax credit and the KDB, and by Ian Kavanagh who has responsibility 

for the Film credit.]  I am also joined by Matthew McGann and Paul Cotter of the 

Department’s economics division, who have oversight of the Tax Expenditure 

Guidelines and who provide the economic analysis elements of tax expenditure 

reviews. 

 

My colleagues from the Revenue Commissioners will be speaking to the detail 

of the three tax credits in their statement, so I will focus on the expenditure 

review process. 

 

Tax expenditures represent a reduction in tax revenues which would otherwise 

accrue to the State, and so it is appropriate that they should come under scrutiny 

to ensure that they are fit for purpose. 

 

This scrutiny takes a number of forms, ranging from annual consideration as part 

of the Budget process, to consideration in Tax Strategy Group Papers, to full 

econometric reviews.  

 

The work of the Budget Oversight Committee has also contributed to the 

process of tax expenditure reviews, and I recall engaging with a number of the 

current members in this Committee’s formation under the 32nd Dáil, in January 

2019. 
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In 2014, the Department developed and published Tax Expenditure Guidelines 

to set out a best practice approach for the review of tax expenditures.  The 

Guidelines indicate that tax expenditures should be used in limited 

circumstances of demonstrable market failure and where a tax-based incentive 

is more efficient than a direct expenditure intervention, and that expenditures 

should be reviewed regularly. 

 

A proportionate approach to the scope and frequency of ex-post evaluations is 

recommended, to be guided by the expenditure cost.  For example, it is 

recommended that Level 1 expenditures, those with an annual cost between €1 

million and €10 million, should have a criteria-based review every 5 years. Level 

2 expenditures with a cost between €10 million and €50 million (which would 

include the KDB), should be reviewed every five years with an interim review 

after 3 years if annual costs exceed €25 million.  Level 3 expenditures costing 

over €50 million per annum, which would include the R&D and Film tax credits, 

should be reviewed every three years. 

 

The briefing paper provided to Committee members provides an overview of 

the expenditure review process and the questions to be considered in ex-ante 

and ex-post reviews, and also contains a link to the full Tax Expenditure 

Guidelines document if further detail is required. 

 

Stakeholder engagement is a key element of the review process, for all formats 

of review.  As the body with responsibility for the administration of the tax 

system, and therefore also having the most comprehensive taxpayer data, the 

Revenue Commissioners are essential contributors to the review process.  The 

data, where available and suitably anonymised, can be used to analyse existing 

expenditures or model potential new measures.  However of equal importance 

are Revenue’s operational insights into the tax system, which can inform the 

design of new measures to ensure they are operable in practice.  In the case of 

existing reliefs, Revenue may also identify and bring to our attention issues of 

concern, or unintended consequences arising from legislation, which may 

require further review. 
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We also engage regularly with other relevant Government Departments – for 

example with the Department of Enterprise, Trade and Employment and the 

Department of Further and Higher Education, Research, Science and Innovation 

in respect of the R&D tax credit and the KDB; and with the Department of 

Tourism, Culture, Arts, Gaeltacht, Sport and Media in respect of the Film tax 

credit. 

 

Tax expenditure reviews often also incorporate a public consultation, in order 

to seek the views of taxpayers, representative bodies and other interested 

persons.  Department officials may meet with respondents to discuss their 

submissions, particularly where detailed technical matters are the subject of 

consultation. 

 

More broadly, the Department is also committed to the regular publication of 

information on tax expenditures, for the purposes of transparency and to inform 

contributors who wish to engage with the policy-making process: 

 

• Each year the Department prepares and publishes a series of papers for 

the Tax Strategy Group, a group chaired by the Department of Finance 

with membership comprising senior officials and political advisers from a 

number of civil service departments and offices.  The papers contain 

analysis of a range of issues, often including reviews requested by 

members of the Oireachtas during the Finance Bill debates. 

 

• A significant volume of analysis is also published each year on Budget day, 

containing analysis of the Budget and expenditure measures and 

economic forecasts.  This includes an annual Tax Expenditures Report, 

containing an analysis of tax expenditure data, the outcomes of reviews 

completed since the previous report, and tables of tax expenditure costs 

across all tax heads. 

 
I hope that this overview, and the briefing paper provided to Committee 

members, is of assistance in framing discussion at this meeting, and I am happy 

to engage with any questions from members, following the remaining opening 

statements. 


