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Chairman’s Introduction

Minister,

I am pleased to present the Second Report of the High Level Group on Business
Regulation, covering the work programme of the Group from September 2008 to
December 2009.

The Group is aware of the need to achieve balance in regulation. There is no
contradiction in reducing red tape for business and meeting the needs of a
modern society that demands and deserves proper protections for citizens and
the environment, for example.

While regulation is necessary to achieve social and economic goals, it also has
costs. The goal of Better Regulation is to balance these costs and benefits. The
goal of administrative burden reduction is to find ways of cutting red tape that
don’t undermine our policy objectives.

In Europe, administrative burden reduction is seen as a key element of
competitiveness policy, under the Lisbon Agenda for Growth and Jobs. President
Barroso has now taken over responsibility for the Commission’s Action
Programme for Reducing Administrative Burdens, and the Programme is seen as
equivalent to a fiscal stimulus with minimal cost.

It is particularly important now to reduce business costs at a time when all
sources of efficiency are at a premium and jobs are at stake in all sectors of the
economy. We must strive to find the balance between regulation and costs, and
do so without undermining the policy goals we are aiming at.

In doing this, we must remember that better regulation does not mean
deregulation; rather, we must find ways to improve the efficiency of
administration. This will benefit both business and the public sector alike, as it
targets the reduction of paperwork flowing between the two.

I am also conscious that the administrative burden of regulations falls more
heavily on smaller businesses. This is recognised internationally and makes the
current reduction programme all the more beneficial for small firms. The need to
foster entrepreneurship is central to our economic recovery and the Better
Regulation agenda is a key pillar of this work.

The High Level Group has delivered on a strong work programme during 2009.
Already, by the time the Group published its first report in August last year, it had
identified more than €20 million of administrative cost savings for business.
These savings were achieved through cutting out paperwork, revising the rules
for small businesses and making better use of on-line services.

The Group’s 2009 work programme initially contained more than fifty
recommendations from business. These recommendations have been pursued by
the Group with relevant Departments and Agencies, and some twenty-five of
these recommendations have already been processed by the Group to the
satisfaction of business.

With the addition of new suggestions from the business members of the Group,
the work programme now contains approximately seventy live items. If the work
of the Group is to continue to produce optimal benefits, then business must



continue to submit practical proposals and concrete suggestions where it feels the
burden is greatest. The Group will continue to find solutions by opening up
dialogue across the system.

I would, once again, like to thank my colleagues on the Group for their energy
and commitment to this agenda. I look forward to continuing to work with them
during 2010 and to finding ways of reducing business costs by eliminating
unnecessary red tape.

Sean Gorman
Chairman
High Level Group on Business Regulation
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Executive Summary

Business Driven Agenda of the High Level Group on
Business Regulation

The High Level Group on Business Regulation was established in 2007 to find
ways to reduce administrative burdens based on concrete suggestions from
business. The Group’s membership comprises business, trade union and academic
representatives and senior civil servants. The Group meets up to 6 times
annually. The Group’s agenda and work programme are set by the business
sector while implementation is driven by the civil-servant members and their
respective Departments / Offices.

€20m p.a. Administrative Savings Already Achieved

In August 2008 the Group published its first report, identifying more than €20
million in savings for business [Redundancy Payments - €1.2m; Audit Exemption
Threshold - €3.735m; Tax Clearance Certificates - €0.3m; CRO Annual Return -
€10m; VAT Registration - €5.4m] arising from administrative simplifications
pursued under its 2007-08 work programme.

Over 60 Business Suggestions in the 2009 Work
Programme

The Group’s work programme for 2009 included more than 60 suggestions
directly from business for reducing burdens; these are actively monitored and
progress is regularly reported to the Group.

The Smart Economy and the 2009 Work Programme

The Group is progressing separate but related projects on the use of Common
Business Identifiers and Extensible Business Reporting Language (XBRL) in the
Companies Registration Office (CRO), the Central Statistics Office (CSO) and the
Revenue Commissioners, and a project dealing with eAuthentication / eSignatures
between the Companies Registration Office and the Revenue Commissioners (as
part of the Government’s “Smart Economy” Agenda) to promote data sharing in
the public sector and to promote the “once only” principle for data submission by
business to the public sector.

The CRO-Revenue eAuthentication / eSignatures project has the potential to
deliver savings for companies in 2010 by allowing them to “sign” returns to the
CRO electronically, using Revenue’s e-Authentication system.

The development and facilitation for use of XBRL by business and Government,
following on from its piloting phase in 2010, will reveal possibilities for data
sharing and the consequent streamlining of administrative processes.
Information supplied in this format should become available over time to the CSO
and Revenue, thus allowing the further reduction of data demands on business.



Implementation Strategy

The strategy underpinning these linked projects is to start small - by building
effective working models among the core public sector players, based on actual
business cases and business demand. The preferred way is to deliver actual value
- added through controlled, relatively low cost demonstration projects first. The
next step will be to engage the rest of the relevant public sector agencies and
bodies and private sector businesses in successful models, only where this makes
business sense for them.

Resources for Government Programme to Reduce the
Administrative Burden by 25% by 2012

All Government Departments with responsibility for regulations affecting business
are now vetting their legislation to identify the most burdensome Information
Obligations. Once these Information Obligations have been identified they will be
measured using the “Standard Cost Model”. It is estimated that between 150 and
200 Information Obligations will be measured across Government and following
this, simplification plans will be drawn up detailing how the 25% reduction target
will be met by 2012.

Given the current economic situation and the pressures on budgets across the
system, it is essential that each Department has in place the necessary resources
for the completion of the prioritisation phase as soon as possible. This is
particularly so given that a commitment to carry out measurement during 2010
has already been given. In addition, Ireland’s plans to meet the deadlines for
administrative burden reductions will come under close scrutiny from the
Organisation for Economic Co-operation and Development (OECD), which is
currently conducting reviews of the regulatory systems and processes of the
original EU15 Member States.

This report provides a snapshot of the wide range of actions that are underway in
the Better Business Regulation area and the extent of the engagement of the
business community in implementing their agenda. The Better Regulation agenda
seeks to implement a balanced, fair, flexible and transparent regulatory
environment promoting competition, consumer protection and the regulation of
business, in the interests of enterprise and society as a whole.
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Introduction

Better Regulation is not an end in itself but is a key part of our efforts to sustain
and improve the competitiveness of the Irish economy. Citizens and business
want a strong legal framework but they do not want the increasing burden of red
tape that sometimes goes along with it. The challenge, therefore, is to solve this
dilemma by becoming better at making laws.

With jobs at stake across all sectors of the economy and sources of efficiency at a
premium, reduction in business costs is now of keen importance. However, in our
drive to balance regulation and costs we must not undermine policy goals: better
regulation does not mean deregulation. By improving efficiency of
administration, the reduction in paperwork flowing between business and the
public sector will work to the benefit of both.

The Government is also conscious that the administrative burden of regulations
falls more heavily on smaller businesses. This is recognised internationally and
makes the current reduction programme all the more beneficial for small firms.
The Better Regulation agenda is a key pillar of the work being undertaken to
foster entrepreneurship as an essential driver towards our economic recovery.

The Minister for Enterprise, Trade and Innovation established the High Level
Group on Business Regulation to act as a forum for dialogue between business,
trade unions and Government Departments. Its primary role is as a ‘clearing
house’ for regulatory simplifications brought to its attention by business.

Terms of Reference

The Terms of Reference of the Group are as follows:

To identify the administrative burdens® placed on businesses, in particular, small
and medium-sized enterprises, arising from regulation or other administrative
requirements, particularly in the areas of taxation; health and safety regulation;
employment law; environmental regulations; company law and statistical returns;

! Administrative burdens are more commonly called ‘red tape’. A definition of
administrative burdens can be approached by breaking down the costs of regulation into
three components: financial costs, compliance costs, and administrative costs. Financial
costs refer to things like paying taxes, dues, fees, charges or fines. Compliance costs
relate to the activities required by the regulation, such as the purchase of equipment or
the adoption of new procedures. Administrative costs relate to the Information Obligations
(I0s), which include filling out forms and surveys, providing data or other information to
public bodies or to third parties; it also includes requirements to keep information for later
inspection.

The distinction between costs and burdens is also important. An administrative burden is
defined as relating to those I0s (or parts thereof) that a business would not carry out
unless required by legislation. What this means is that ‘Business As Usual’ costs are not
counted as a burden if a normal business is likely to incur such costs even if not required
by law to do so. Thus, for example, company accounts are likely to be prepared by
business even if there was no regulation requiring it. Therefore, a large part of the
administrative cost of preparing accounts would not be classed as a burden.



1 to determine ways to reduce and simplify administrative burdens and to
eliminate them where they are unnecessary;

2 in cooperation with Government Departments, agencies and users, as
appropriate, to measure the cost savings of the administrative burdens
in the areas identified;

3 to act as a ‘clearing house’ in addressing obstacles to the reduction of
administrative burdens and associated costs.

Approach

In approaching its work the Group is concerned to ensure that administrative
savings to business are effected without undermining the policy objectives behind
the regulation. This means that the protections afforded to workers or the
environment, for example, will not be weakened in any way as a result of
reducing the cost to business of administering the regulation concerned. In fact
the Group believes that enabling regulations to be dealt with more efficiently by
both businesses and the regulating authority would help to improve compliance
and, therefore, make regulations even more effective.

The initial approach of the Group was to examine specific issues under the six
priority areas identified by the Business Regulation Forum and in the workshops
held to identify the specific regulations that businesses find most onerous,
burdensome or irritating.

In August 2008, the Group published its first report, identifying more than €20

million in savings for business, arising from administrative simplifications pursued
under its 2007-08 work programme.

Administrative Savings Already Achieved

€20m Administrative Savings Already Achieved

€1.2m

ORedundancy Payments
€5.4m €3.735m

B Audit Exemption
Threshold

OTax Clearance
Certificates

OCRO Annual Return

€0.3m

B VAT Registration

€10m



Smart Economy Context

The Strategic Framework, Building Ireland’s Smart Economy, published by the
Government in December 2008, emphasises the importance of ideas and
innovation for Ireland’s future success. To underpin such innovation, a modern,
flexible and increasingly networked public service is seen as essential. Efficient
and Effective Public Services and Smart Regulation is one of the five key Action
Areas identified by the strategy to drive Ireland’s recovery and future growth.

The Smart Economy document states as follows: “Reform and renewal of the
public service is essential if Ireland is to achieve the ambitious economic and
social challenges set out in this document. Efficiency and effectiveness in the
delivery of public services is critically important in progressing economic recovery
and reform and will be directed strategically through the fast-track programme of
reform set out in the recent Government Statement on Transforming Public
Services.

At the same time, while Ireland’s regulatory environment is well regarded
internationally, reform must be accelerated in order to maximise competitiveness
and accessibility of the system for business and citizens, in particular by
minimising red tape. Where regulation is necessary to achieve policy goals it
should be clearly communicated, and regularly evaluated. Enforcement should be
based on risk so as to minimise the burden on citizens and businesses.”

The document goes on to list a number of specific actions that form key building
blocks for progress. A number of these are set out below, for illustration:

e "We will improve performance measurement through the development of
specific outcomes and indicators for all sectors, organisations and
individuals;

e Performance assessments will be developed in areas of the public service
where none currently exist;

e Priority e-Government projects will be developed to facilitate information
sharing across public service bodies and to improve value for money and
service standards;

e An Administrative Burden Reduction Programme will be introduced to
reduce volume and frequency of data required from the public;

e The system of Regulatory Impact Analysis will be strengthened and
enhanced;

Accessibility to legislation will be improved by early 2009 through updating the
Electronic Statute Book to include all 2008 Acts and Statutory Instruments from
2005 to 2008."

The process and delivery of administrative burden measurement and reduction
are deeply embedded in many of these actions. The fact that red tape reduction
is a quantified process, driven by concrete targets, puts it at the centre of any
effort to modernise and streamline the public sector.

2 Building Ireland’s Smart Economy, p23.
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The tools and approach being adopted in this area, learning from vast
international experience, will become an invaluable engine for delivering on these
goals in specific and quantifiable ways.

The Smart Economy Framework explicitly references the recommendations in
Transforming Public Services, also published in late 2008. “The actions are
focused on:

e Achieving improved performance by organisations and individuals;
¢ Creating flexibility in deployment of people, assets and other resources;

o Identifying the precise transformation agenda in each sector and engaging
and mobilising the necessary actors; and

e Achieving greater efficiency, effectiveness and economy.”3

This latter document outlines the Government’s response to the OECD report on
Ireland’s public service: Towards an Integrated Public Service. In particular, the
OECD report identifies the need for quantification of outputs and meeting targets.
“As with many other OECD countries, the focus to date in Ireland has been on
performance reporting, rather than managing for performance. Instead of
focusing on inputs and processes, more information needs to be gathered on
outputs and outcomes and what has actually been achieved, so that this can
better feed back into measuring how the public service is meeting overarching
targets and objectives’ 4

The essential nature of performance measurement and efficiency improvement is
emphasised throughout. The need, therefore, for target-driven, tightly controlled
methodological approaches, such as that underpinning the present commitment
to administrative burden reduction, has become very clear.

The High Level Group Work Programme 2009

The High Level Group (HLG) drives and monitors administrative reduction
projects across a number of Government Departments and areas of regulation.
In the following sections we will summarise the current position with respect to
some of the projects being progressed. First, we take a look at some of the
cross-Government initiatives that the HLG is actively pursuing. Second, we list
some of the projects being undertaken across different Departments. In
particular, we focus on the key Departments and agencies that affect business,
and which are represented on the HLG itself. In the final section we provide an
overview of the parallel process to reduce administrative burdens by 25%.

3 Transforming Public Services, p4.

4 OECD Public Management Reviews - Ireland: Towards an Integrated Public Service,
Executive Summary;

http://www.oecd.org/document/31/0,3343,en 2649 33735 40529119 1 1 1 1,00.html
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Key Achievements: Cross-Government
Projects

Collaboration between the Companies Registration
Office (CRO) and Revenue on Annual Returns

The High Level Group consulted with Revenue and CRO regarding the possibility
of combining the Revenue Corporation Tax form (CT1) and the CRO annual return
form (B1l). The Group concluded that the burden on business would be
considerably reduced by introducing a simultaneous return date to CRO and
Revenue, by phasing in mandatory electronic filing (e-filing), including accounting
data in XBRL-format, and by ensuring that agencies can cross-access data.

Legislation currently allows a company to change its statutory annual return date
(ARD) or to file a return earlier than that date, thereby allowing it to be filed
simultaneously with the Revenue form CT1l. However, in order to reduce the
complexity of that process it is intended to introduce legislation that will allow a
company to specifically state that it wishes to change its ARD to its CT1 filing
date. This initiative will be included in the proposed Companies Consolidation and
Reform Bill.

Revenue has already implemented mandatory e-filing for certain classes of
companies. The Department of Enterprise, Trade and Innovation plans to phase
in mandatory e-filing at the CRO over a number of years. The commencement
date and phasing schedule is dependent on the successful implementation of a
facility to allow accounts to be filed electronically (see below). The possibility for
agencies to cross-access financial data also depends on the success of that
project.

Since the HLG's last report was published, the CRO has commenced supplying the
Central Statistics Office (CSO) with data from the register of companies and from
the annual returns filed. This has enabled a significant reduction in the data that
the CSO must request from businesses.

Collaboration between the CRO and Revenue on e-
Signatures

In 2002, in the absence of any other suitable electronic signature possibility, CRO
implemented a digital signature facility, which was incorporated into company
secretarial software packages. The signature involved the use of an ID and PIN
that was sent to the company officer. Some practitioners found this process
difficult to manage and the uptake of the electronic option, while significant, was
not as great as it might have been. One issue was that the ID system applied to
CRO filings only, and therefore was used only once or twice annually; details
tended to be forgotten or mislaid from one year to the next. Subsequent CRO
initiatives, viz. the introduction of the statutory electronic filing agent and the
signing by way of a printed down signature page, have enabled increased take-up
such that 56% of annual returns and 70% of notifications of change of registered
office address and director/secretary details are currently being e-filed.

12



Revenue’s On-line System (ROS) is capable of providing an electronic
environment for the registration, identification and authentication of a very large
number of taxpayers.

The High Level Group, in December 2008, consulted with the CRO and Revenue
regarding the possibility of Revenue permitting the CRO to use the ROS signature
to enable the signing of CRO forms. An agreement was reached in early 2009
that Revenue would provide an authentication service to the CRO. Revenue
completed the required changes to ROS and they went live at the end of June
2009. CRO can accept ROS signatures from Electronic Filing Agents (EFAs) to
sign B1 Forms on www.core.ie since 8 September 2009. This facility has been
advertised on the CRO E-zine but as of December 2009 only one company had
used the facility. ROS signatures have now been enabled on the B1, B2 and B3
forms and will roll out to other forms on www.core.ie in the first half of 2010:
firstly, to forms only requiring one signature and then to forms requiring multiple
signatures. Following this users of third party software packages (CRXML) will
begin to be enabled to use ROS signatures. Therefore, by Q3 2010, the CRO will
be fully ready for ROS signature. The main advantage for CRO and for business is
that the service will widen the base of entities that can sign electronically and
eliminate the need for submission of a signature page.

This initiative will serve to reduce the administrative burden by eliminating the
need to post paper to the CRO and by enabling real time registration of changes
of company details. It will also provide a further use for the ROS signature
environment and hence encourage the uptake of that service.

e-Signatures

The Electronic Commerce Act 2000 gave legal recognition in Ireland to most
electronic communications and information in electronic form including electronic
signatures. The Act defined “electronic signature” as follows:

“electronic signature means data in electronic form attached to, incorporated in
or logically associated with other electronic data and which serves as a method of
authenticating the purported originator, and includes an advanced electronic
signature.”

In practice an electronic signature is in effect any signature in electronic form that
is not an “advanced electronic signature”. For example, simply clicking on
Amazon, inputting a PIN to authorise a credit card transaction is an electronic
signature. A signature on paper that has been subsequently scanned into a
computer, transforming it to electronic format, also constitutes an electronic
sighature.

The Electronic Commerce Act also defined an “advanced electronic signature” as
follows:

"Advanced electronic signature means an electronic signature-uniquely linked to
the signatory, capable of identifying the signatory, created using means that are
capable of being maintained by the signatory under his, her or its sole control,
and linked to the data to which it relates in such a manner that any subsequent
change of the data is detectable.”

13



The responsibility for administering the legislation governing electronic signatures
(the Electronic Commerce Act 2000) lies with the Minister for Communications,
Energy and Natural Resources, while the responsibility for e-Government
initiatives rests primarily with the Minister for Finance.

Collaboration between CRO, Revenue and Others
on XBRL

Extensible Business Reporting Language (XBRL) is a language for the
communication of financial data. XBRL is already in use among major
multinational corporations for the transmission of financial statements, etc. and is
coming into increasing use by Government agencies.

In its first report, the High Level Group expressed the view that XBRL had the
potential to be a significant development in terms of making financial data returns
to Government.

The CRO has for some time been preparing for the electronic filing of accounts in
accordance with the appropriate international standard, i.e. XBRL. In 2008,
following the first report, the CRO conducted a feasibility study, which concluded
that XBRL could be used to accept accounts electronically.

To define a standard for a specific type of accounts it is necessary to develop an
appropriate taxonomy or file layout specification. CRO and Business Reporting
Ireland Limited (BRIL) have been working on developing the necessary systems
and the extension of the International Financial Reporting Standards (IFRS)
taxonomy for Ireland.

The risks to the project remain substantial particularly in relation to who will
manage the taxonomies and what the actual uptake on non-mandatory usage of
this format might be.

A number of risks for the successful implementation and ongoing sustainability of
this project have been identified, the main one being the future maintenance of
the taxonomies. Periodically, new accounting standards are introduced which
must be incorporated into the taxonomies. Currently this is carried out by BRIL,
which is an organisation resourced through membership fees from four major
accountancy firms and public sector bodies. It will be necessary to consider how
this process can be put on a more sustainable footing.

In theory, a single XBRL-format return to one agency could be capable of
manipulation by other agencies to meet their needs or indeed to improve the
quality of the information being returned. It is the Group’s view that if this project
is successful, then other agencies will similarly benefit and the burden on
business of returning financial data can be greatly reduced.

Additionally, Revenue has commenced an examination of the issues around the
feasibility and costs of making XBRL filing available to its customers. While
Revenue customers can file returns on-line, the move to enable XBRL would
contribute significantly to the elimination of the need to file paper based accounts
and computations. Revenue’s examination will involve consultation with other tax
administrations that have implemented or are in the process of implementing
XBRL.

14



Collaboration between Central Statistics Office
(CSO) and Revenue on a Common Business
Identifier

It is a key goal of administrative burden reduction to reduce the duplication of
data requests by Government to a minimum. The absolute minimum is embodied
in the “only once principle”, where Government only requests a particular piece of
information once from any business. A first step in moving towards this goal is to
ensure that public bodies can share data securely. One way of doing this is to
have an agreed system of enterprise identification shared by all public bodies: a
Unique Business Identifier (UBI).

The purpose of a Unique Business Identifier and an associated Central Business
Register, therefore, is to provide a uniform means of identifying the population of
businesses in Ireland. This would allow State bodies to identify businesses
accurately, facilitating data sharing and authentication.

The High Level Group regards the UBI project as important strategically in
reducing the administrative burden on business. A fully functioning system could
pave the way for agencies to access data from each other instead of seeking
overlapping returns from business.

The potential for collaboration between inspection and enforcement bodies would
also be facilitated by agreement on a secure means of identifying all existing
enterprises. A Unique Business Identifier, shared across all public bodies, could
underpin such a system.

At a meeting on 20 March 2009, the UBI discussion group agreed that any further
work done at the Group would await the outcome of an exercise undertaken by
CSO and Revenue to consider whether their records could be matched. In effect,
this would be a practical test-run of what would be involved in setting up UBI. In
June 2009, a CSO/Revenue Working Group was established to examine the
potential of using a common business identifier between the two Offices. It has
now been agreed that Revenue’s Customer Number will be adopted as the
common business identifier between Revenue and the CSO. This number will
appear, where practicable, on all data files transferred between the two Offices;
all such data transfers will take place within the framework of national and EU
legislation.

The recommendation above relates only to the transfer of data between Revenue
and the CSO. It should be recognised that current data protection legislation may
preclude the extension of Revenue’s Customer Number to wider use as a Public
Service Unique Business Identifier.

The High Level Group looks forward to the results of the CSO-Revenue pilot
project, and to the lessons that will be learned from this. The High Level Group

will also explore the potential of extending similar arrangements to other
agencies and bodies.

CSO SPAR-Revenue Project

A key pillar of the strategy of the National Statistics Board (NSB), the statutory
body charged with guiding the strategic direction of official statistics in Ireland,

15



was that the Central Statistics Office (CSO) should work with Government
Departments and agencies to maximise the use of administrative data to
generate statistics. To support this objective a number of SPAR (Statistical
Potential of Administrative Records) projects were undertaken between 2003 and
2008.

The CSO, in collaboration with Revenue concluded an examination of the
statistical potential of taxation, duty and trade data collected by the latter. The
associated report 'Statistical Potential of Administrative Records (SPAR) An
Examination of Data Holdings in the Office of the Revenue Commissioners™ was
published in June 20009.

Revenue and the CSO acknowledge that enhanced data cooperation between the
two Offices, with a view to eliminating or minimising duplication in data
submission, has the potential to reduce the administrative burden on business.

¢ A Memorandum of Understanding between the two Offices was signed by
Josephine Feehily, Chairman of the Revenue Commissioners and Gerry
O’Hanlon, Director General of the CSO on Wednesday the 22 July 2009.

e A High Level Liaison Group comprising representatives of both Offices has
been established.

Frequency of Intrastat and VAT Information
Exchange System (VIES) Returns

Intrastat is a joint CSO-Revenue monthly survey that was introduced in January
1993 to compile trade statistics following the introduction of the EU Single
Market.

For non-EU trade, which accounts for approximately 40% of all international
trade, the CSO uses existing administrative data (the Customs Single
Administrative Document) to compile this element of trade data and
consequently, it doesn’t impose an additional burden on respondents.

Amended EU legislation applied from the 1 January 2009 that sets the thresholds
below which parties are exempt from providing any Intrastat information at a
level that ensures the value of at least 97% of total dispatches and at least 95%
of total arrivals is covered. CSO has set the levels at €191,000 on arrivals and
€635,000 on dispatches.

Efforts are currently being made to lessen the response burden on traders at a
European level by simplifying the Intrastat system. Statistical returns is one of
the areas that are being targeted by the European Commission for reducing the
European administrative burden by 25%.

The VIES return plays a critical part in combating VAT fraud. The EU Council has
adopted a Directive, which came into force on the 1 January 2010, and which
actually increases the frequency of some VIES returns. Since then, monthly
returns are required from a trader whose intra-community supplies of goods in

5

http://www.cso.ie/releasespublications/documents/corporate%?20publications/CSO_Reven
ue%?20SPAR.pdf
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any quarter exceed €100,000 (from the 1 January 2012 the threshold will be
€50,000). In addition, there is a new requirement for a trader that supplies
services to business customers in other Member States to file VIES returns on a
quarterly basis since 1 January 2010.

Publication of Revised RIA Guidelines

i 4 The High Level Group is kept
rrm—— informed of ongoing developments in
Rovend relation to  Regulatory Impact
RIA GUIDELINES Analysis (RIA). The independent
How to conduct a Regulatory Impact Analysis Review of the Operation of RIA was
—— = published in July 2008 and is

available on the Better Regulation

/ website (www.betterregulation.ie). In
l May 2009, the Department of the
Taoiseach made a detailed

E \ presentation on the Review and the

recommendations made.
The RIA Guidelines have now been revised to take account of the Review’s
recommendations and were approved by Government in June 20009. In
particular, the revised Guidelines now contain more detailed information on
analytical techniques and specific guidance on the calculation of compliance costs
to business (including administrative costs) as well as public service
implementation and enforcement costs. The Guidelines now also include more
practical examples in relation to the use of RIA in the context of EU and
secondary legislation. Clear guidance on the issue of publication and its
importance for stakeholder participation has also been incorporated.

\Hh’,’,

June 2009

The Department of the Taoiseach, in conjunction with the Civil Service Training
and Development Centre, also revised their dedicated two-day RIA training
course for officials to reflect the findings of the Review and training is now
available on an ongoing basis for all Government Departments. The course now
includes a specific module on RIA and the business perspective.

Discussion Group on Risk Based Enforcement

One of the five Action Areas in the Government’s strategy for economic recovery,
Building Ireland’s Smart Economy, is “Efficient and Effective Public Services and
Smart Regulation”. The strategy states, “a consolidated inspections programme
will be developed to reduce the number of inspection visits to business”; also that
“enforcement should be based on risk so as to minimise the burden on citizens
and businesses.”

The purpose of risk based enforcement is to focus the scarce resources of
regulators in the most effective manner. When more attention is paid to the
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businesses posing the greatest risks, the burden of inspection on compliant
businesses is reduced.

An informal group of inspection agencies has been set up to discuss the issues
around risk based enforcement and to investigate how agencies and Departments
could cooperate more closely to improve effectiveness. The group has met three
times during the period under report. It is focusing on potential collaboration
between agencies and on crosscutting themes. The group intends to report its
findings to the HLG by the end of 2010.

Additionally, the High Level Group has sent a questionnaire to all Departments.
This is aimed at understanding more fully the manner in which inspection and
enforcement is currently being carried out across the system, and looking for
possible initiatives that could facilitate a more cooperative or joined-up approach.
These results will be collated and analysed for inclusion in the group’s report to
the High Level Group in early 2010.
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Key Achievements: Departmental
Projects

Initiatives being carried out by Revenue

Reducing the compliance burden for business continues to be a priority for
Revenue. Since the first report of the High Level Group was published in July
2008 a number of legislative, administrative and technological simplification
initiatives have been implemented. Revenue has also contributed to cross-
Departmental initiatives in keeping with the work programme of the High Level
Group.

Revenue will continue with the simplification agenda in accordance with the
Government’s target of reducing the administrative burden on business by 25%
by 2012. All proposals for reducing the compliance burden will be considered in
line with resource availability and in the context of the role of Revenue related
regulation, which is to:

e Implement Department of Finance and, ultimately, Government tax policy;
e Achieve collection targets required by Government to fund the Exchequer;
e Effectively control imports and exports;

e Provide an effective support to allow business and others to comply
voluntarily with their Revenue responsibilities; and

e Ensure that those who choose not to comply are pursued and sanctioned.

Technological Developments

Risk Based Approach to Compliance

Revenue employs a range of interventions, including assurance checks, random
audits and risk-based audits, to monitor the operation of the tax system. 2008
was the first full year in which Revenue used its electronic Risk Evaluation and
Analysis Programme (REAP) as the main source for audit selection. This approach
to intervention allows Revenue to focus its resources on those businesses that
pose the greatest risk, while ensuring that it is not intruding on or imposing
unnecessary costs on compliant businesses.

Income Tax and Corporation Tax Assessing Systems
migrated to Revenue's Integrated Taxation System (ITS)

Revenue’s Income Tax and Corporation Tax Assessing Systems were incorporated
into its Integrated Taxation System (ITS) in April 2008 and March 2009
respectively. This is a major milestone for Revenue in achieving a fully integrated
assessing and collection system. The associated benefits to customers include:
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e customer service staff now has all Corporation Tax and Income Tax
Assessing and Collection data available within one system, facilitating
faster responses to customer queries; and

e the Notice of Assessment is presented in a new and improved format,
incorporating a covering letter, summary calculation information and a
fully detailed Notice of Assessment.

ROS - Mandatory e-Filing and Extended Deadlines for ROS
Customers

Revenue’s Online Service (ROS) offers business and individuals a quick, secure
and cost effective method to manage their tax affairs online. Following a detailed
and wide-ranging consultation process with tax practitioners, industry
representative bodies, software providers and customers, Revenue introduced
Phase 1 of mandatory e-filing and e-paying for large companies whose tax affairs
are dealt with by Revenue's Large Cases Division, Government Departments and
certain State bodies with effect from 1 January 2009. Phase 2 of mandatory e-
filing commenced on the 1 January 2010 and applies to other large companies,
other public bodies and Local Authorities.

To encourage further take-up of Revenue’s electronic services, a general
extension to existing deadlines for filing returns and paying tax where the
customers both pay & file electronically was also implemented with effect from 1
January 2009. The new incentive is available to anyone who makes the relevant
returns and associated tax payments via ROS, whether voluntarily or under the
new mandatory regime. It extends existing time limits to the 23rd of the month
for the following returns and payments:

Corporation Tax
Relevant Contracts Tax
Value Added Tax
Employer PAYE/PRSI

ROS is continuously expanding to cater for more Revenue customers. The new e-
Stamping facility is currently being developed. In line with priorities and available
resources, Revenue will continue to develop ROS facilities over the coming years.

New National Excise Licence Office and e-Licensing

In June 2009, Revenue launched its new National Excise Licence Office. This
development reduces the administrative burden associated with Excise Licence
obligations for up to 40,000 license holders, as considerable streamlining has
been applied to the Excise Duty Licence application and renewal process. All
licence renewal forms have an automatic Tax Clearance facility applied to them;
in effect licence holders who have a valid tax clearance certificate receive a pre-
printed renewal form and a payslip. Those applicants who do not hold a valid Tax
Clearance Certificate receive a letter outlining their compliance position. In
contrast to previous years, other supplementary documentation is not required to
be submitted with renewal applications. It is also possible for licence holders to
renew and pay for their licence using the Revenue On-line Service facility. Twenty
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nine staff have been redeployed to other functions in Revenue as a result of
efficiencies arising from the re-engineering of the excise licence business process.

Website Redesign

Following wide-ranging consultation, Revenue’s website was redesigned and
launched in December 2008. Aimed at delivering improvements in quality and
timeliness of information, the new site has received positive feedback.
Information and services are now gathered in logical clusters under the primary
headings: Personal Tax; Business & Self Assessment; Tax Practitioners; Customs;
Taxes & Duties; and Online Services. The content is extensively cross-referenced
and navigation and search facilities have been substantially improved.

Coinciding with the launch of the new website, Revenue published an extensively
updated edition of the manuals required under Section 16 of the Freedom of
Information Act 1997. They cover the whole range of Revenue activities and
contain the rules, guidelines, procedures, practices and precedents used by
Revenue staff when making decisions.

Tax Clearance Certificates On-Line

In 2003, Revenue introduced a Tax Clearance Certificate (TCC) on-line
verification facility as a customer service initiative to expedite contract and
payment processing by public bodies. The facility allows public bodies and
applicants to view a current TCC on line, with the permission of the applicant,
through the use of a tax number and PIN number supplied by Revenue to the
applicant.

Revenue issued a letter to all Government Departments in December 2007 to
increase the awareness of the availability of the on-line TCC verification facility
among public bodies. In addition, the TCC on-line application and on-line
verification facility is prominently positioned on the home page of Revenue’s
redesigned website.

In May 2009, with a view to increasing the use of these services, Revenue
arranged for the ‘Public Procurement Guidelines’ and ‘Public Procurement
Checklist’ on the e-Tenders website® to be updated with details of the on-line
application and verification facilities.

Administrative Initiatives

Form 11E - Shorter Self Assessed Tax Return

Revenue encourages the electronic route for filing returns, as only panels relevant
to the customer’s circumstances need to be completed. However Revenue also
accepts that there will always be small businesses where mandatory electronic
filing and payment would be inappropriate. With a view to making tax
compliance easier for small businesses, Revenue carried out a detailed review of
self-assessed returns and identified taxpayers to whom the shorter Form 11E is

6 www.e-tenders.gov.ie
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more appropriate. As a result the 2008 Form 11E issued to 125,000 customers
who file paper returns as opposed to 21,000 in 2007. Revenue will continue to
review self-assessed returns with the intention of issuing a shorter form to as
many categories of customers as possible.

Reduced Filing Frequency for Newly Eligible Customers

Revenue introduced a reduction in the frequency of tax returns and payments for
smaller businesses during 2006 and 2007:

e Businesses making total annual PAYE/PRSI payments of up to €28,800
became eligible to make their payments on a quarterly rather than
monthly basis;

e Businesses making total annual VAT payments of less than €3,000 became
eligible to file VAT returns and make their payments on a 6 monthly basis;
and

e Businesses making total annual VAT payments of between €3,000 and
€14,400 became eligible to file VAT returns and make their payments on a
4 monthly basis.

The benefits for qualifying businesses are two-fold:

e Improved cashflow by only having to make payments at the end of each
quarter, 4 monthly period or 6 monthly period as appropriate;

e Reduced costs of administration through less frequent filing of tax returns;

e Revenue regularly reviews the liability of cases and transfers customers to
the less frequent filing programme where eligibility criteria are met.
Accordingly, simplified arrangements were extended to include newly
eligible customers from 1 January 2009 and over 90,000 businesses
currently benefit from less frequent PAYE/PRSI and VAT filing obligations.

Assisting Business with Payment Difficulties

Revenue is obliged to maintain the current high levels of compliance
notwithstanding the more difficult economic circumstances in which businesses
and taxpayers are now operating. However, Revenue also acknowledges that in
the current economic slowdown some businesses and taxpayers are experiencing
difficulties in meeting their tax payment obligations even where they are fully
committed to so doing and in more favourable economic and financial
circumstances, did precisely that.

Revenue has reiterated its long-standing message to business that there should
be an early and full engagement with Revenue when problems start to emerge in
meeting tax payment obligations. Revenue's approach to individuals and
businesses experiencing tax payment difficulties is set out on its website
www.revenue.ie .

7 http://www.revenue.ie/en/business/running/tax-payment-difficulties.html
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Exemption from 1% Stamp Duty on Share Transfer Forms

Section 87 of the Finance (No. 2) Act 2008 introduced an exemption from the 1%
stamp duty on share transfer forms where the consideration for the transfer of
the shares does not exceed €1,000 (attracting a charge of up to €10). At the
time it was estimated that in the region of 10,000 documents per year would be
taken out of the stamping system. The exemption applies to transfers executed
on or after 24 December 2008. The measure reduced the administrative burden
on taxpayers and their agents by removing these low yielding instruments from
the stamping process.

Introduction of VAT Reverse Charge on Construction

A new system of accounting for VAT on construction services came into effect
from 1 September 2008. The effect of the reverse charge mechanism is that
principal contractors in receipt of construction services self-account for Value-
Added Tax on the services received from subcontractors. The benefits of VAT
reverse charge can be summarised as follows:

o It simplifies the operation of VAT in the sector. (The principal contractor
accounts and claims deduction. VAT is no longer moving around
unnecessarily between principal, subcontractor and Revenue.)

e There are cash flow benefits to principals.

e VAT liability in the industry will be paid by a reduced number of taxpayers.
Subcontractors (whose only supplies are to principals) will always be in a
repayment situation.

e It will lead to improved compliance in the sector.

The successful implementation of this measure was facilitated by widespread
communication with and the cooperation of organisations representing
stakeholders in the construction industry.

New Guide to VAT

ot

\ ' A new Guide to VAT was also
\\& published in July 2008 and updated
: by Addendum to include the Finance

o : Act (No.2) 2008 changes. The Guide
; " TS explains in general terms the
' : principal features of the VAT system
= Qa@.&y B and updates readers on

L_ e developments to the system since
the publication of the last Guide in
January 2003. Over fifty VAT
. Information leaflets, drilling down
Gulde into the VAT treatment of specific
subjects are available in support of
the Guide.

Revenue ﬁ
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Simplified Administration and Collection of Capital
Acquisitions Tax

In May 2009 Revenue published a consultation document on the simplification of
the administration and collection of Capital Acquisitions Tax (CAT)8' The
proposals aim to bring the administration and collection of CAT into line with
mainstream taxes by applying self-assessment principles and reducing excessive
certification and clearances in the process.

Feedback on the consultation document has been, in general, very positive.
Revenue is now committed, subject to the necessary legislative changes, to
introduce substantial changes to the CAT system early next year, which will
substantially simplify the administration and collection processes.

Legislative Initiatives

Integrated Collection and Recovery Regime

The Finance (No.2) Act 2008 introduced an integrated collection and recovery
regime across all tax heads (except customs). The new provisions, which apply to
taxes and duties due and payable on or after 1 March 2009, streamline and
simplify provisions in the legislation relating to those taxes and duties. The new
provisions ensure consistency across tax heads. In addition, collection and
recovery provisions relating to the relevant taxes and duties are available in one
piece of legislation, which is of benefit to both Revenue officials and tax
practitioners.

VAT on Property

Following an extensive review and consultation process, a major initiative to
modernise/simplify law relating to VAT on property transactions was introduced in
the 2008 Finance Act. The new system is a fundamental change in the way VAT
is applied to property transactions and represents one of the most significant
changes in the Irish VAT system since its introduction in 1972. It is a significant
improvement in the application of VAT to property transactions and is a major
long-term simplification in what had become a very complex part of the law. In
the run up to the introduction of the new system on 1 July a comprehensive
change management programme was implemented. A new VAT on Property
Guide was developed and published within 4 weeks of the passing of the Finance
Act. Additional briefing material, including a number of replies to frequently
asked questions, was published on the Revenue website.

Development of a new VAT Act

Revenue has commenced work on the development of a new VAT Act to
modernise current legislation. The new VAT Act will be a restatement of current

8 http://www.revenue.ie/en/practitioner/cat-consultation.html
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legislation and as such no substantive changes can be made to it. The work
involves an intense reworking of the legislation, bearing in mind the structure and
layout of the VAT Directive. In October 2009, Revenue made the draft legislation
available for consultation with the legal profession, accountancy bodies and tax
practitioners, and the consultation process ended on 4 December 2009. The draft
is with Parliamentary Counsel, and the resulting Bill is expected to be included in
the Government's legislative timetable in the second quarter of 2010.

New Customs Act

Revenue’s programme to consolidate and modernise Customs legislation is
progressing. Consultation on a draft Customs Bill is ongoing with a view to
having the Bill included in the Government's legislative timetable in 2010.

Initiatives being carried out by the Central
Statistics Office (CSO)

For the Central Statistics Office (CSO), response burden and cost effectiveness
are pressing issues that must be balanced with an ever-growing demand for data.
The CSO is continually striving to develop better and more comprehensive
statistics. In recent years the CSO has been particularly active in developing a
more considered and strategic approach to addressing data gaps with regard to
business statistics and, in particular, trying to use existing administrative data
sources to compile statistics.

Measurement and Reduction of the Response Burden

The CSO has been publishing response burden metrics since 2004 for selected
surveys. In June 2009 the CSO published its second comprehensive report, the
Report on Response Burden placed on Irish Businesses by CSO Inquiries in 2008.
It found that 67% of enterprises in Ireland did not receive any CSO
questionnaires in 2008. On the other hand, over 4% received ten or more. CSO
is making efforts to reduce the burden for these enterprises, particularly those
with less than 20 persons engaged. The ultimate aim of the CSO is to properly
manage the burden and, where possible, to reduce it. Consistent burden
measurement is important. This will allow CSO to assess the impact of changes
targeting burden reduction and will also provide useful metrics showing that the
real overall burden is substantially lower than what is perceived.
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The distinction between real and perceived burden is not always clear. CSO is
conscious that the perceived burden may be heightened if respondents are not
clear about the purpose of the requested data. There is a growing realisation that
perceived burden must be managed as effectively as actual burden. To this end
communication with both users and respondents is vital to ensure they are aware
of developments within CSO and to provide a feedback mechanism. The High
Level Group on Business Regulation provides one such mechanism to
communicate with users and respondents.

The CSO is currently examining the suggestions made by business through the
High Level Group in order to ascertain what changes can be made. At the same
time the CSO is attempting to improve communication with respondents and
users. This involves improving access to CSO data, improving its statistical
products and aiming to add more value through additional analysis and by pro-
actively engaging with its stakeholders.

CSO has adopted a number of approaches to try and reduce burden and increase
overall efficiency, ranging from recycling or reusing data already captured or as
the basis to estimate or derive other data. CSO is also examining projects to try
and harness technology such as GPS or Bluetooth to capture data in new ways.

CSO is also making efforts to develop new data streams through the use of
administrative data. This is important in terms of increasing efficiency and
squeezing more value from the existing data sources. A number of examples are
detailed below:

1 As outlined above, the joint CSO-Revenue project (SPAR Rev) was
launched in 2008 to assess the type and quality of data that was held by
Revenue and whether these data could be used to compile or augment
existing or future business statistics.
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2 In 2008 SafeSeas Ireland, an agency of the Department of Transport
launched their electronic register of vessels and cargo “SafeSeas Net”,
providing a single window for all maritime authority users. The SSN
contains data on port notifications (vessel arrivals and departures),
hazardous material (Hazmat) transportation, all mandatory ship reporting
area (Wetrep) and AIS vessel tracking. CSO is now in consultation with
SafeSeas Ireland, assessing whether some or all of our maritime data
required to comply with EU legislation can be taken from this source.
With some development this might also allow CSO to disseminate
maritime data quarterly rather than annually, while at the same time
reduce overall burden.

3 Data from the National Car Test (NCT), the Commercial Vehicle Test,
Vehicle Registration data and the National Vehicle file were linked
together with data from MotorCheck.ie to estimate total vehicle KMs for
the state. Results from this exercise were published in the CSO 2009
Transport Omnibus. The results were also presented at the second CSO
Business Statistics Seminar held in Dublin Castle on 11 November 2009.

4 A memorandum of understanding (MOU) was signed between CSO and
the Department of Agriculture, Fisheries and Food in June 2009. The
purpose of this MOU is to facilitate access, transmission and storage of
agricultural data holdings in order to reduce response burden to the
farming sector.

5 Regulation (EC) No. 295/2008 concerning structural business statistics
requires that comprehensive information on the banking, insurance and
pension sectors be provided to Eurostat on an annual basis. CSO
transmitted the first datasets to Eurostat in the autumn of 2009 (in
respect of 2008). These data were constructed completely from existing
administrative data sources held by the Irish Financial Services
Regulatory Authority (IFSRA), the Central Bank of Ireland and the
Pensions Board.

Measurement of Response Burden by the Standard Cost
Model approach

In addition to the burden measurement published in the annual Report on
Response Burden placed on Irish Businesses by CSO inquiries, the CSO, in
progressing the objectives of the Inter-Departmental Group on Reducing
Administrative Burdens (IDG), has also committed to performing an in-house
measurement of response burden using the Standard Cost Model approach. This
measurement involves a two-part process: firstly, the identification of those
Information Obligations (I0s) which are the most burdensome, and, secondly, the
detailed measurement of the burden imposed by the identified IOs.

Following discussions in the IDG, it was decided to aim for detailed measurement
of those I0s (surveys, in the case of the CSO) which cover roughly 80% of the
total burden imposed. Thus, in the first stage of the measurement, the CSO
identified seven surveys which, combined, accounted for over 78% of the total
burden imposed by the CSO on non-farm businesses. These seven surveys were:
the Annual Services Inquiry; the Quarterly Accounts Inquiry; the National
Employment Survey; the Business Register Inquiry; the Earnings, Hours and

28



Employment Costs Survey; the Road Freight Survey; and the Census of Industrial
Production.

The second stage of the measurement took place in summer and autumn of
2009, during which detailed interviews were carried out with respondents to the
selected surveys. In total, thirty-five interviews were conducted (i.e., five
interviews per survey). The interviews followed the Standard Cost Model
approach and adhered to the guidelines specified in the Administrative Burden
Measurement Handbook (including interview spreadsheet), which was drawn up
by the Department of Enterprise, Trade and Innovation.

The results of the above measurement are being compiled into a report, which is
expected to be completed during the first half of 2010.

CSO Structural Surveys

CSO has terminated a number of surveys and is now taking or estimating the
data once sourced from these surveys from other CSO surveys. The termination
of these surveys equates to a gross reduction in the response burden of
approximately 14,000 hours per annum. However, on a net basis this overstates
the reduction, as the earnings surveys have been replaced by a new, single
employment survey (EHECS). Nevertheless, the short-term overlap between the
old and new surveys has been completed, yielding a real reduction in burden.

The Earnings, Hours and Employment Costs Survey (EHECS) is the main
quarterly survey on earnings and employment costs in businesses. The CSO plans
to reduce the sample size of this survey. This will result in a reduction in the
number of small enterprises included in the sample and will, therefore, reduce the
overall burden on business. The reduced sample size will apply with respect to
the Q2 2009 reference period onwards. Additionally, approximately 30% of all
EHECS forms are now generated via software payroll systems. CSO anticipates
this proportion will increase during 2010 as some of the largest software
providers have only made this facility available recently. Enterprises using this
facility (after an initial set-up) experience a very significant burden reduction.

The CSO has worked with a number of payroll software providers in modifying
their software to meet the requirements of the EHECS. The modified software
went live in 2008 and is available from software providers. It enables an
enterprise using one of these packages to compile data from their system and
transcribe data for the survey quickly and easily. Use of this software should
result in significant reductions in burden for businesses.

A similar approach is now being investigated for the annual and quarterly
business surveys. There are a number of annual inquiries that will be integrated
between now and 2011. This process is part of a wider integration process,
integrating both short-term and structural datasets. Questionnaire sizes have
been reduced. The structural surveys, in particular those going to SMEs, have
been reduced in size quite considerably. Many of the quarterly questionnaires
dealing with stocks, assets and credit/debit have also been cut down quite
significantly.
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Joint Surveys

CSO has also established a number of joint surveys. A joint CSO-Forfas
Community and Information Survey (CIS) was launched in 2007 and in 2008 a
joint CSO-Forfas Business Expenditure on R&D survey (BERD). A similar approach
is now being pursued with Sustainable Energy Ireland (SEI) for a new energy
survey to meet the requirement for Regulation (EC) 1099/2008 on Energy
Statistics that cannot be met through existing survey or administrative data. For
the Balance of Payments data the CSO and Central Bank have also agreed a joint
approach where the Central Bank collects the data and CSO processes and edits
it.

This approach has the benefit of improved buy-in from respondents; it explicitly
makes provision for the sharing of data for statistical purposes; it imports
specialist knowledge and expertise; and prevents data being collected more than
once. However, where responsibility for surveys is merely transferred to CSO
from other bodies, this should be acknowledged.

Aligning Questionnaires more closely with company
accounts

In recent years the CSO has adopted terminology to try to align better with
standard accounting nomenclature. CSO, with the assistance of an accountant, is
currently in the process of redesigning the annual business enquiry forms to
resemble more the profit and loss and balance sheet approach. The Annual
Services Inquiry (ASI) survey questionnaire has been revised to more closely
reflect the annual accounts. In addition, the questionnaire has been reduced in
size and a much shorter questionnaire has been introduced for small firms. Once
the results of this exercise have been reviewed, the other two structural surveys
(the Census of Industrial Production (CIP) and Census of Building and
Construction (CBC)) will be revised to reflect the findings.

However, a single required standard accounting format in Ireland would be
necessary to facilitate further progress in this area.

EU Developments

It is important to note that a large majority of the statistics collected by CSO are
EU requirements. Despite the CSO’s desire to reduce the overall burden on
business, new statistical regulations continue to come into force at EU level. The
reduction of much of the burden arising from these requirements may be beyond
the capacity of the CSO.
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Initiatives being carried out by the Department of
Enterprise, Trade and Innovation

Better Employment Law Enforcement: National
Employment Rights Authority (NERA)

As a society we have an expectation that regulation can and should protect
businesses and individuals. Regulations governing employment in Ireland and the
statutory records required to demonstrate compliance with such regulations are
essential to protecting employees and employers. NERA believes that most of the
employment records required by statute are necessary to ensure that staff is paid
appropriately and for good business management purposes generally.

In order for regulations to achieve their purpose they must be supported by
effective, efficient and proportionate enforcement. Whether caused by ignorance
of the law or by deliberate non-compliance, breaches of employment law and
underpayment of statutory minimum rates of pay may mean that an unfair
competitive advantage has been gained by non-compliant employers. It is also
unfair to employees who are underpaid and denied their statutory minimum
entitlement.

Maintaining statutory employment records is essential to demonstrating
compliance with employment regulation. Lack of compliance with statutory record
keeping is a common breach detected by NERA. Lack of statutory records can
also have serious consequences for employees in terms of lost pension, social
welfare and redundancy entitlements. It can also result in loss of revenue to the
Exchequer. It is essential that such behaviour is detected and rectified and that
those responsible are held to account.

Both inspection case studies and independent research show that employers that
are compliant or who are willing to become compliant have nothing to fear from
NERA. Employers that maintain their employment records in the manner required
by statute have inspections carried out quickly and with minimum resource input
or disruption.

NERA participates in Joint Investigations with Revenue, the Department of Social
and Family Affairs and the Garda National Immigration Bureau (GNIB) to
investigate people suspected of working illegally or engaging in welfare or tax
fraud. For such people it is inevitable that inspections will present a “burden”. In
order to ensure that these activities do not go undetected, NERA is committed to
developing a risk based approach that will allow its efforts to be directed to the
areas where its services are most needed and where workers are most
vulnerable. Prosecutions taken against employers by the National Employment
Rights Authority increased by more than 50 per cent in 2009 despite a fall in the
number of inspections of businesses and complaints from workers.

NERA is of the view that a key element in reducing the administrative burden on
employers is to provide them with the information and support necessary to
understand how to comply with employment legislation, particularly in relation to
their obligations regarding record keeping. NERA believes that knowledge of the
regulations eases the burden.
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NERA is committed to achieving a national culture of compliance with
employment rights legislation by continuing to work proactively with employer
bodies, trade unions, individual employers and employees and all relevant
stakeholders.

Employment Permits

The Department of Enterprise, Trade and Innovation administers a system of
employment permits to facilitate the employment of non-EEA nationals in Ireland
where no Irish or EU worker is available or has the necessary skills to carry out
that employment. The system operated is a vacancy-driven system where a
labour market needs test is applied to ensure that posts are filled through the
permit system only where it is necessary to do so.

During the years of high employment growth in Ireland, demand for labour was
very strong and in 2003 a peak of almost 48,000 permits issued to employers.
Following the 2004 accession of the EU-10, whose nationals had immediate open
labour market access in Ireland, the demand for permits tapered significantly -
reducing to 28,000 in 2005, 25,000 in 2006 and 23,000 in 2007.

In 2008 and 2009, the demand has reduced further as the system responds to
current labour market conditions. The Expert Group on Future Skills Needs, in its
recently published National Skills Bulletin 2009, estimates that the extent of skills
and labour shortages in Ireland has fallen, with many occupations now in surplus.
It states that there are no labour shortages in Ireland at present. However,
despite rising unemployment, skill shortages have been identified in the
specialised high-skills areas of IT, science, sales and marketing, health,
accountancy, engineering and management. Demand is confined to those with
third level qualifications and with specific expertise and experience.

Therefore, the permits system is currently responding to a reduced demand and a
demand particularly focused towards the high-skills area. The reducing demand
for permits has inevitably eliminated the extent to which certain employers
experience a regulatory burden in this area as they no longer apply for permits or
do so less frequently. The regulatory burden was experienced by employers in
particular around completion of the lengthy application form and in relation to the
significant volume of supporting documentation required for submission with an
application (P60s, payslips, copies of passports, Garda National Immigration
Bureau registration cards, details of advertisement of posts with Fas, etc). The
Department remains committed to ongoing examination of reduction of burden in
this area and, to that end, is engaged in the design and development of a new IT
system to support more efficient processes.

The new permits backoffice system is intended to include interfaces to certain
data from the Companies Registration Office, Revenue, the Garda National
Immigration Bureau, FAS, the Department of Justice and Law Reform and the
Department of Social Protection. The resulting new interfaces will mean that the
supporting documentation currently required to be submitted by employers at
application stage will be required for verification purposes at a first application
only. Thereafter it will be sourced directly by the Department, thus eliminating
the paperwork that is supplied currently with each application subsequent to the
first one. The design of the new back-office IT system has been completed and
work has commenced on the build phase. It is envisaged that the significantly
updated back-office system will be completed to go live in August 2010. In
addition, it is intended to streamline the application form for permits such that
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repeat employers would be required only to fill in their Revenue Employer
Registered Number (ERN) and the proposed employee details. At renewal stage
for those employees, only the employee’s unique identifier will be required on the
form.

An online system where employers could make new and renewal applications has
also been designed, and an examination of whether this element of the system
will proceed will be made by the Department in 2010.

Redundancy Rebates

In recognition of the delays that can arise in the issue of the 60% rebate on
statutory redundancy payments paid by the Department of Enterprise, Trade and
Innovation, and where a business is awaiting this rebate and is experiencing
particular difficulties in meeting its tax obligations because of this delay then,
subject to satisfactory evidence being provided of the repayment due and its
quantum, Revenue will accommodate the deferral, for a reasonable period, of
collection or enforcement action that would otherwise ensue in the event of
delayed payment of tax. While Revenue reserves the right to examine each case
on its merits, this arrangement will allow the Revenue case officer to net the
rebate amount from whatever tax liability is outstanding against the employer in
the knowledge that a cheque will, in due course, issue in Revenue's favour for
that amount.

In September 2009, Revenue agreed a form of authorisation for payment of the
rebate direct to Revenue by the Department of Enterprise, Trade and Innovation.
This facilitates the putting in place of the necessary arrangements to have the
rebate payment made directly to Revenue as soon as possible.

Study into the Feasibility of a Single Window for Trade
Facilitation

A 'Single Window' is a system through which a business can fulfil all or many of
the requirements related to import and export regulations; for example, customs
clearance, food safety approval, export licence for dual use goods, etc.

Forfas has undertaken a study, in consultation with the High Level Group, to
determine the costs and benefits of introducing an electronic system that would
allow trade-related information to be submitted once to fulfil all import, export
and transit-related regulations - a 'Single Window’, as a way of reducing the
administrative interactions for firms. Such systems are in place in a number of
other trade-dependent countries. The review assessed the most costly trade-
related regulations and the administrative burdens that a Single Window could
address.

Overall, the review concluded that there was not a sufficiently strong case for the
development of a dedicated Single Window electronic system for Ireland at this
time, as many of the most burdensome trade-related administrative requirements
can currently be submitted electronically. However, the review recommends that
a number of these regulations be reviewed to determine if they can be simplified
further, specifically requirements relating to duty relief schemes, the VAT
Information Exchange System (VIES), customs clearance on imports and export
declaration and returns to Intrastat. The review acknowledged that the scope for
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further minimising the burden on the trade arising from these regulations is
limited as many of the most burdensome administrative requirements stem from
EU regulation and that, generally speaking, Revenue has already exercised to the
maximum the possibilities for reducing the administrative requirements.

The review recommends that the development of a Single Window be
incorporated in the broader national e-Government Strategy, which would benefit
both firms engaging in international trade, and the efficiency and effectiveness of
relevant Government offices and agencies.

Initiatives being carried out by the Department of
the Environment, Heritage and Local Government

The provision of integrated and cost effective waste management treatment
options is both an important competitiveness challenge and a key environmental
consideration for Ireland. In the context of the unprecedented challenges facing
the Irish economy and the need to ensure that businesses operating in Ireland
are competitive enough to support sustainable, export-led growth, it is vital that
policy decisions in areas such as waste management support national
competitiveness as well as environmental sustainability policy objectives.

Previous Forfas Waste Benchmarking Studies in 2006, 2007 and 2008 have
compared Ireland’s waste management performance against a number of
comparable competitor countries and regions. Drawing on the most up-to-date
data provided by RPS Consulting Engineers, the 2009 report looks at a range of
waste management indicators and presents the findings in an updated waste
management benchmarking assessment’. It also sets out the policy actions
needed to improve Ireland’s competitiveness in meeting the waste management
requirements of the enterprise base.

Waste Collection Permits

The new regulations came into effect on 1 June 2008 and provides operators with
the option of applying for a permit for specified regions or multi regions by means
of a single application to a single nominated authority thus eliminating the need
for separate applications to each individual region as was the case under the old
regulations. It is intended to measure the administrative costs as part of the
cross-Government measurement process. The Department of the Environment,
Heritage and Local Government will include this in the cross-Government
measurement process as a simplification achieved by that Department, and it will
be measured in that context.
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Trans Frontier Waste Shipments

Consolidation of the administration of trans frontier waste shipment rules into a
single national competent authority run through Dublin City Council was
undertaken in 2009. Previously there were 34 competent authorities.

Internal Movements of Hazardous Waste

Preparations got underway in 2009 to consolidate the system of control for
movements of hazardous waste within Ireland into a national office within Dublin
City Council and to move to an online system away from the paper based system
presently in use by the current 34 competent authorities. The national office is
expected to become operational in early 2011

RIA on the WEEE Directive

The WEEE Directive is undergoing review and the European Commission
undertakes stakeholder consultations from time to time. As part of this review an
impact assessment will be undertaken and will include an examination of the
impact on SMEs within the EU27. Any review of the transposing legislation will be
based on the result of the Commission’s review of the Directive.

Amendments to the WEEE Regulations in July 2008 enabled the retailer /
distributor registers, which in themselves reduce the administrative and financial
burden as they provide exemptions from the Waste Collection and Waste Facility
Regulations, to be maintained and managed by the European Recycling Platform
(ERP) and WEEE Ireland.

In late 2008, the Department initiated discussions with ERP, WEEE Ireland, Trade
Associations, and Symbol Group Franchise Owners with a view to establishing an
alternative register.

A free, once off registration system based on the transfer of membership data
from Trade Associations, and Symbol Group Franchise Owners etc. was
developed.

Twenty-two separate entities were contacted with a view to participating in a
procedure, approved by the Data Commissioner to transfer data to ERP and WEEE
Ireland.

Eight entities availed of the opportunity - four Symbol Groups and four Trade
Bodies. The entities’ obligated members are now in compliance with no cost or
recurring administrative burden. Indeed, many on the register are not obligated
but will be in compliance if they decide to sell electrical goods.

On the other hand, the remainder either did not respond or notified the
Department (five) that they would not facilitate the participation of their
members in the alternative free scheme. Consequently, if obligated, they must
continue to register annually and pay the appropriate fees.

As only a small fraction chose to participate, it can be taken that retailers with

obligations under the WEEE Regulations are content and do not regard the annual
registration requirements as an onerous burden.
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Local Authority Charges

Meetings were held twice in 2009 with representatives of the City and County
Managers Association to impress upon them the importance of providing a
supportive environment for business and ensuring that all local charges and levies
are applied in a transparent, fair and proportionate manner. The Minister for the
Environment, Heritage and Local Government also wrote to the local authorities
earlier this year outlining a number of measures that local authorities should
consider in order to further support economic activity. Local Authorities are
aware of these needs and have already reorganised to provide one-stop shops, or
equivalent services, for local businesses.

Reforms that would broaden the tax base and provide additional revenue streams
for local authorities are contained in the recent report of the Commission on
Taxation. In addition, the renewed Programme for Government contains
commitments around local authority reform.

A number of steps being taken to tackle costs for businesses are set out below.

Local Authority Commercial Rates

The Central Statistics Office’s latest figures show that there has been no overall
increase in charges for water, refuse or other services over the past twelve
months - there has actually been a marginal decline. The trend for costs for
services, both in Ireland and internationally, is the user-pays model. There is a
broad consensus that this is the fairest and most equitable system of paying for
vital services. The ‘polluter pays’ principle or the ‘user pays’ principle is applied in
particular in respect of waste management services and water services for the
commercial sector.

The Minister for the Environment, Heritage and Local Government has asked local
authorities to give every consideration to businesses and to exercise restraint in
adopting the Annual Rate on Valuation. The average increase on local authority
rates in 2009 was 1.15 per cent, with a number of local authorities introducing no
increase at all in 2009.

The Department of Environment, Heritage and Local Government recognises that
Government charges can impact on business costs, but nevertheless, that
proportionate Government charges are a cornerstone of funding for local
authority services.

The essence of local government is that it is local. Local variations in
expenditure, income and rates of charges in respect of various services are
therefore an inherent feature of the Irish local government system. Charges take
account of local circumstances and priorities and represent decisions of
democratically elected local bodies. Many of the services provided by local
authorities are availed of by local businesses or especially the customers of such
businesses. These services have to be paid for and commercial rates remain one
of the current forms of local government financing.

The value of local authority services to business should not be underestimated.

They include road maintenance; water services; environment enhancements such
as street cleaning, litter control, public lighting and the services of community
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wardens; energy services; and services related to arts, culture, tourism and
heritage, which include local promotion.

Local Authority Managers will continue to take a balanced and prudent view and
will continue to bear in mind the concerns of business at this difficult time. Local
Authorities are aware of the pressures on their business and commercial
customers, engaging as they do locally with business chambers and other
organisations. The local authorities are also conscious of the financial realities
currently being faced, but indicate however, that rates are not a significant
barrier to doing business in Ireland.

Water Charges

The Government’s Water Pricing Policy requires local authorities to recover the
cost of providing water services from non-domestic users of these services.
Implementation of the Pricing Policy is in line with the requirements of the
European Union Water Framework Directive, under which Member States are
required to recover in full the cost of providing water services from the users of
these services by 2010.

The renewed Programme for Government also included a commitment to
“introduce charging for treated water use that is fair, significantly reduce waste,
and is easily applied”. The Commission on Taxation report also raised the issue
of domestic users paying for treated water, which would result in a more
equitable sharing of the burden on businesses in this regard.

Forfas undertook an assessment of water and wastewater which was published in
September 2008. Their recommendations are being actively considered within
the Department and the Local Authority system, to ensure that water resources
are managed in the most efficient and effective manner. In addition, the
Department is undertaking a Value for Money Review of water services at
present.

Waste

The Minister for the Environment, Heritage and Local Government has signalled
his intention to bring forward legislative proposals to allow for greater flexibility in
setting the landfill levy.

This is required to drive material from landfill, which can be beneficially used in
industries such as composting. It has the potential to add value to what has
previously been seen as waste and to create significant employment
opportunities.

Business Support Units

Local authorities have a key role to play in supporting and promoting business at
local level. It was against this background that the Minister for Environment,
Heritage and Local Government, wrote to each county and city manager earlier
this year asking that county and city councils establish a Business Support Unit to
act as a point of contact to ensure a quick, coordinated response to businesses
from local authorities in areas such as planning, water and roads.
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Efficiency Initiatives taken

Many initiatives have also been undertaken in recent years to support efficiency
and value for money in the local government sector, including the new financial
management systems, multi-annual capital investment programmes, value for
money auditing, expanding e-enablement and the new costing system which will
facilitate authorities in assessing their unit costs over time and in comparing
costs, on an appropriate basis, with other local authorities. In addition, the
establishment of audit committees with a wide remit and financial expertise will,
further improve efficiency and value for money in local authority operations.

As part of the 2010 budgetary process, elected members and management of
local authorities are continuing to widen and deepen their examination of the
scope for efficiencies and rationalisation of expenditure arrangements in all
service areas.

Initiatives being carried out by the Department of
Transport

Streamlined Permit System for the Transportation of Long
and Wide Loads.

A new streamlined system for issuing special permits for the movement of long
wide loads was introduced from 4 May 2009, by way of the Road Traffic
(Specialised Vehicle Permits) Regulations (S.I. 147 of 2009). The new system is
a positive one for hauliers as it reduces the cost and administrative requirements
for the movement of wide and abnormal loads, not exceeding 27.4 metres in
length and 4.3 metres in width, on major roads.

The introduction of this system fulfilled action 125 of the Road Safety Strategy to
“Introduce a centralised permit system for the movement of wide and long loads
on the National Road network”. Prior to the introduction of this system any
operator who wished to transport a vehicle or load which fell outside the limits
allowed under the Road Traffic (Construction Equipment and Use of Vehicles)
Regulations 2003 was required to obtain a special permit under the Road Traffic
(Special Permits for Particular Vehicles) Regulations (S.I. 283 of 2007) and to do
so from each local authority through whose functional area the load was to be
carried. Hauliers were dissatisfied with the old system as there were differences
in costs, notification and documentation requirements between the various local
authorities and differences in the times during which movement was permitted.
This caused difficulties for hauliers with loads moving through the areas of a
number of local authorities.

An Garda Siochana is operating the new system and it applies to:

e Designated routes along major inter urban road which are specified in SI
No 147 of 2009 for the movement of wide and long vehicles (including
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loads) not exceeding 27.4 metres in length and 4.3 metres in width on the
major inter urban routes and to Cork, Ringaskiddy and Rosslare ports.

For vehicles operating on other routes exceeding the limits specified above
and whose weights are outside the limits specified in the Road Traffic
(Construction and Use of Vehicles) Regulations 2003 (S.I. 5 of 2003), the
existing permit system remains in force and operators should continue to
apply to the designated local authorities for permits to move long, wide
and heavy loads.

Three further routes have recently been agreed for inclusion by the
National Roads Authority: N20 Cork-Mallow-Limerick; N22 Cork-
Ballincollig-Macroom-Killarney; and N71 Cork-Bandon. It is expected that
the Road Safety Authority will submit a revised draft Regulation to the
Department of Transport expanding the scheme to incorporate these
routes.
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4

Administrative Burden Reduction: The
25% Target Project

Measurement in Department of Enterprise, Trade
and Innovation - Final Results

In March 2008, the Government set a 25% target for the reduction of
administrative burdens arising from domestic legislation, to be achieved by 2012.
Department of Enterprise, Trade and Innovation is charged with coordinating this
project across Government. The Department is leading by example by measuring
burdens in its own areas of responsibility first.

In line with the recommendation of the Business Regulation Forum in 2007, three
key areas of regulation are being focused on: Company Law, Employment Law
and Health & Safety Law.

The overall measurement project consists of three parts: listing Information
Obligations imposed on business by regulation in the three areas mentioned
above; prioritising these for measurement; and measuring the administrative
costs / burdens being imposed.

The finalisation of reports has been carried out following a validation meeting with
business representatives.

Prioritisation across Government

A process across all Departments that will measure the administrative cost of red
tape on business arising from domestic legislation has been put in place, and is
being led by the Department of Enterprise, Trade and Innovation.

The Department convened a group of representatives from across Government,
on foot of the Government decision on the target of a 25% reduction in
administrative burdens by 2012. The Group has met a number of times since
July 2008.

A prioritised approach has been adopted. Initially, all Government Departments
are required to list the Information Obligations that their regulations impose on
business. From that listing, Departments will assess, in consultation with
business, which requirements are the most burdensome. They will then measure
the actual cost to business of the most burdensome requirements.

It is estimated that between 150 and 200 Information Obligations will be
measured across Government. This approach is similar in scale to that being
employed by the European Commission in their parallel exercise to measure and
reduce the administrative burden of regulations arising from European regulation.

The approach takes advantage of experience gained internationally, where it has
been discovered that a relatively small number of administrative requirements
account for the majority of administrative burdens imposed on business. By
identifying a short-list of the most significant Information Obligations, a
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prioritised measurement process such as this can effectively estimate the cost of
90% of all red tape arising for business as a result of regulation.

When the measurement phase of the project has been completed, all participating
Departments will produce simplification plans detailing how reductions will be
achieved by the target date, 2012.

A Handbook has been prepared by the Department of Enterprise, Trade and
Innovation, aimed at providing guidance on the recommended approach used by
Departments carrying out measurement of information obligations arising from

their own legislation.
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5

EU Developments

European Commission Action Programme

Three main areas of activity are being progressed by the European Commission:
1) simplification, 2) administrative burden reduction and 3) impact assessment.
The Department of Enterprise, Trade and Innovation provides an Irish contact
point for the administrative burden reduction programme. The Department of the
Taoiseach has responsibility for impact assessment.

Simplification has been ongoing since 2005 with a current simplification rolling
programme of 185 initiatives. By simplifying and codifying legislation, the
Commission has taken action that will reduce the acquis (the total body of EU
law) by almost 10%. The Commission has also carried out an annual exercise
since 2005 to withdraw proposals which are no longer relevant. A total of 108
proposals have been withdrawn.

In January 2007 the Commission presented an ambitious Action Programme to
eliminate unnecessary administrative burdens on business in the EU. The
Programme was endorsed by the European Council. This Action Programme for
Reducing Administrative Burdens in the EU aims to reduce the administrative
burden of EU legislation by 25% by 2012. In 2007 the Commission identified 42
pieces of legislation in 13 priority areas, which represent an estimated €115 -
130 billion of administrative costs.

The Commission adopted a Communication in October 2009 delivering on its
commitments and making recommendations for the future.

The EU baseline measurement has been finalised for the 72 acts covered by the
Action Programme and its 13 priority areas with the identification of over 486 EU
Information Obligations. At the beginning of the legislature in 2005, it was
estimated that the overall administrative burden imposed by these acts was
around €123.8 billion.

The main findings of the exercise are:

e A very high proportion of administrative burdens stems from a limited
number of I0s in a couple of policy areas. (Taxation and company law
account for more than 80% of the total burden measured);

e Information obligations generally impose a proportionally higher burden on
small and medium-sized enterprises;

e The degree to which businesses consider an Information Obligation to be
irritating is very often uncorrelated to the administrative burden imposed.

It is estimated that 32% of administrative burdens of EU origin are the result of
the decision of some Member States to go beyond what is required by EU
legislation (“gold-plating”) and of the inefficiency in their administrative
procedures.

With regard to reaching the reduction target for EU legislation, the Commission

has already identified possible reductions of burdens that go beyond the 25%
target set in 2007.
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Parliament and Council have already adopted measures estimated to total a 6%
reduction in administrative burdens arising from EU legislation (48 Measures).

A further 25% reduction is estimated to be possible from proposed measures. 18
measures have been proposed and are pending adoption. The Commission
regrets the slow pace of adoption by the Parliament and Council for some of these
measures.

Another 2% reduction may arise from measures under preparation. This could
result in 31 additional measures.

The EU15 Country Reviews

In partnership with the European Commission the OECD has embarked on a
project to assess regulatory management capacities in 15 Member States of the
EU. Drawing on Better Regulation initiatives that have been promoted by both
organisations, the project is examining developmental trends and identifying gaps
in relation to OECD and EU Commission best practices. The project started at the
beginning of 2008 and is expected to last two years.

The OECD Peer Review Team visited Ireland in the week beginning 2 November
2009 and conducted meetings with officials of the High Level Group on Business
Regulation, stakeholders, local authority representatives, regulators, members of
Joint Oireachtas Committees, officials from the Department of the Environment,
Heritage and Local Government, members of the Regulatory Impact Assessment
(RIA) Network and the Data Protection Commission among others.

The review of Ireland is expected to be completed by mid-2010. A report will be
made available to the Irish Government.

European Council plans

Better Regulation is an ongoing concern and will be high on the agenda of the
Spanish, Belgian and Hungarian Presidencies. The improvement of the regulatory
environment in Europe remains a pivotal objective. Efforts must be pursued in
order to guarantee the achievement of the objective of a 25% reduction of
administrative burdens for European enterprises by 2012.

E-Government aiming at decreasing administrative burdens will be important in
this context. The Presidencies will make an extended use of comprehensive
impact assessments in decision-making and will aim at improving this instrument
where necessary, e.g. through evaluation of impact assessments and improving
the consultation process.

The three Presidencies also consider it important to improve the current
simplification programme. Furthermore, they will promote the exchange of
experience and best practice between public administrations of Member States,
especially as regards methods, means and ways of reducing administrative
burdens at national level. The three Presidencies are looking forward to possible
new Commission initiatives on better regulation ("smart regulation") and will
continue to produce progress reports or conclusions.
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In relation to statistics, the three Presidencies will promote the implementation of
the European Code of Practice, in particular, the quality improvement, reliability
and transparency of the statistical production.

In line with the objective of reducing up to 25% the administrative burden of
businesses by 2012, the three Presidencies will encourage policies with the
objective to reduce the burden on the respondents and improve the cost-benefit
balance, while meeting the statistical information requests from statistical users.
To achieve this goal, such policies should focus on an increased use of
information and communication technology tools. In this context, it is especially
relevant to promote enterprise data collection systems and the use of electronic
exchange systems for statistical data.

Ireland’s Role

Because up to half of all regulatory burdens on business arise at EU level, Ireland
must continue to participate actively at all levels in the EU, looking for
opportunities to reduce the burden of regulation on Irish business. The High
Level Group on Business Regulation is very interested to monitor progress in the
EU. During 2010 the Group will consider the potential of proposals made at EU
level to have concrete benefits for Irish business, and what further steps may
need to be taken to ensure that proposals translate into real cost reductions.
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