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Good evening ladies and gentlemen.  I am very pleased to have been invited to dine with you this evening and I thank your President, Philip Brennan and Chief Executive, Mark Redmond, most sincerely for affording me the opportunity to address this distinguished gathering. 
I always welcome the opportunity to engage with the members of the Institute, who I know are a very broad church – from tax inspectors to tax planners, and from employees of the largest corporates, to sole traders.  The aims of the Institute are also broad.  The principal one, of course, is education, but the Institute is also an important player in informing public opinion and in providing an input to tax policy and tax administration.  This breadth of membership, and of function, makes the Institute an important stakeholder in the formulation and application of tax policy and your Institute’s views and contributions are always most welcome. 
A theme of recent pronouncements of the Institute has been the importance of proper assessment and evaluation of tax incentives.  It will be no surprise that I am in broad terms very receptive to this message, since I have recently published what is probably the largest set of such evaluations in recent decades.  Some were carried out by external consultants, others by my Department and the Revenue Commissioners.  They were assisted by other Government Departments and public bodies, and by many members of the public and of interested organisations who took part in the associated consultation process, including your own Institute.  

I had these evaluations carried out because there was a need for a deeper and more informed debate on the usefulness of many such incentives, in particular where there is a direct benefit to relatively narrow groups of firms or individuals.  I am pleased with the outcome of this thorough review process.  As a result of the evidence generated, Finance Bill 2006 closes off quite a few tax schemes, with savings for the State, but others are continued.  This is as it should be.  Tax incentives are not right or wrong in themselves – they must be judged on their capacity to deliver economic benefits for our people as a whole.  Some of these incentives date from a time when all possible measures had to be taken to avoid economic disaster.  Many commentators seem to forget that such times existed until relatively recent times.
Clearly, one of the factors that has to be judged in deciding on tax incentives is their contribution to the overall fairness of the system – the extent to which the generality of people can feel that they are properly and equitably served by their tax system.  This means that, notwithstanding that they are using perfectly legal tax schemes, high earners should not expect to reduce their tax bill to very low levels, or nil.  
Some balance is required in this discussion.  Claims, usually from politically partisan sources, that the tax system has resulted in the emergence of a large body of very high income individuals who make no contribution to the State are not borne out by the facts.  The most recent statistics produced by Revenue indicate that the top one per cent of income earners will pay about 20% - one-fifth - of all income tax collected.  There are, in reality, only a very small number of individuals with very high income who have been able to reduce their income tax liability to a very low level, or to nil, through the use of tax incentives and reliefs. As it happens, therefore, most high earners are not excessively tax driven.  The study of high earners shows that many pay at or close to their marginal rate.  However, there are, in tax matters, as in everything else, some extremes of behaviour.  That is what the measures in the Finance Bill seek to address.
The new rules in the Finance Bill have been tested by the Revenue Commissioners using real cases to ensure that it will be effective and ensure that such taxpayers will not be able to use specified reliefs to reduce their tax bill in any year below approximately 20%.  
I am a keen supporter of assisting taxpayers to make adequate pension provision.  However, it seemed wrong to me not to tackle the abuse of pension incentives, which were brought to the surface by the recent review process.  Again, the Finance Bill deals in a careful and balanced way with this issue.  There is a difference between pension provision and pension investment.  I want to favour the former without over-incentivising the latter.
Of course, a primary source of tax inequity is that which arises when some  individuals decide that the tax laws do not apply to them.  Evasion, and providing assistance to evaders, is an ongoing issue in our economy.  This audience does not need to be reminded of the various measures I have taken in that regard, and of the further measures planned.  I am aware of the need to ensure that the powers given to the Revenue Commissioners are carefully calibrated and implemented.  But I am also determined to be fair to those who do pay their taxes on time, usually without complaint.  These silent compliant taxpayers are the ones who must pay more if others evade their taxes.  They would expect that the system will protect them too. 

Each year, the Minister for Finance must engage in the balancing act required between closing off tax loopholes, and ensuring that genuine commercial practices are not disadvantaged.  There are a number of new examples of targeted anti-avoidance provisions in this year’s Finance Bill.  Some of these loophole schemes are most creative, even ingenious, and hard to spot.
For this reason, the Bill also introduces a new hurdle for the loophole hunters.  From now on, if such schemes fall foul of the general anti-avoidance rules within the Tax Acts, they may end up attracting a 10% surcharge and significant interest.  However, taxpayers can also ensure that they are fully protected from any possibility of a surcharge or interest by telling Revenue about their arrangements from the outset  – and, as the Bill specifically provides, they can get that protection on a wholly “without prejudice” basis.  The idea of openness and transparency in relation to tax planning is at the heart of this section.  If tax avoidance works then it works with all the cards on the table – there’s no reason why all the cards shouldn’t be on view.

This new system will not prevent avoidance activities – that is not the intention - but it will restore a little balance to the tax system, and shed a bit more light on it, perhaps.  That would be to all our benefit.
I was pleased to see that the recent ECJ judgement in the Halifax case has clarified some important points in relation to abuse of VAT law.  There is no point in trying to describe a complex judgement of this type in a soundbite:  the appropriate thing for us all to do is read it, and consider it in depth.  The forecasts of some commentators that this judgement would turn out to be a licence for abusive tax planning are clearly not warranted, in relation to VAT or any other tax, but let us all digest it before we comment on the detailed implications.  

Tax Administration 

Significant progress has been made in the area of Revenue on-line services for taxpayers in recent years which has made it easier for taxpayers to file their returns.  The Revenue Online Service (known as ROS), goes from strength to strength.  I am pleased to see that in 2005, an impressive 65% of all Income Tax returns filed on time were through ROS.    I know Revenue also look forward to seeing increased use of ROS for filing Corporation Tax returns.   Much of the success of ROS is down to the support the service receives from your members and other practitioners throughout the country who now use it as part of their day-to-day work.  I know that Revenue works very closely with practitioners to ensure that the service is responsive to your needs.

Plans are also in place for a comprehensive suite of on-line services for PAYE taxpayers for later this year.  This initiative will make it even easier for PAYE taxpayers to do business with Revenue.  Revenue is also introducing a new simplified payment arrangement for employers’ PAYE/PRSI for those whose total payments for the year are €30,000 or less.  This is something which because of my commitment to reducing the administrative burden on small business, I included in this year’s budget even though it involves a once-off cash flow loss to the Exchequer in 2006 of about €100 million.  There is such a thing as a generous and giving Finance Minister!
The role of your institute, through the Taxation Administration Liaison Committee, and through your educational and information processes has been a big factor in improving the efficiency of the system to taxpayers’ benefit.  This is recognised and appreciated at the highest levels.

EU Tax Policy

At a European level, developments in tax policy can have a key bearing on our economic fortunes.  We have seen from experience that low tax rates on capital and labour deliver jobs and growth.  I outlined our philosophy on this to the EU Tax Commissioner, Lazlo Kovacs, when I met him earlier today.  There are constructive things we can do in Europe to reduce tax barriers to trade, to use the tax system to stimulate much needed R + D investment, and to ensure a level playing field for taxpayers in Europe irrespective of their Member State of origin.  Doing this does not require us to harmonise tax rates or tax bases across the board and I made this clear to Commissioner Kovacs.  Such harmonisation reduces the flexibility all countries need in applying their tax systems to address economic issues.  We share many of the same aims with the Commission, namely, competitiveness, jobs and balanced economic growth, even if we differ on the best way to achieve these aims.
Economic Performance

On the domestic front tax receipts continue to grow.  That is a reflection of the pace of economic growth and the extra wealth that people have generated. We now have an economy to be proud of.  The labour market has been transformed beyond recognition – the unemployment rate has gone from being amongst the highest in the EU at the beginning of the 1990s to being the lowest in the EU last year.  The public finances have been improved substantially.  A General Government surplus has been recorded in eight of the last nine years, while the ratio of debt-to-GDP is now the second lowest in the euro area.  The attainment of full employment means that the sustainable growth rate of the economy, at around 4½ - 5 per cent per annum, is now lower than in the past, but it is still very high by international standards.
Looking ahead, the short term prospects for the Irish economy remain broadly favourable.  The external economic environment in which we operate is generally benign.   I am proud to be a member of an administration that during its stewardship has seen a halving of unemployment levels while doubling social welfare rates for pensioners, and that has generated sufficient exchequer resources that has enabled us to double our investment in public services while halving our national debt ratio at the same time.  There are, however, risks which could adversely affect the economy and we must be cognisant of these.  The potential for appreciation of the Euro and increasing oil prices are causes for concern.
But it’s not all bad news.  There are the SSIAs to come.  People will spend these wisely.  We can trust them to do so.  Some will avail of the attractive roll-over pensions initiative I announced when publishing the Finance Bill.  Some will invest otherwise, and some will spend, varying proportions of the SSIA investment.  That is what economic growth is about:  greater choice, greater freedom, and greater rewards.  And why not?  This Government knows that it’s your money, not ours, and the best of luck to you!  I will stick to trying to spend the money we take from you wisely and to seek maximum value for it.  We won’t tell you how to spend yours.

Thank you very much for listening to me tonight.  I wish you all a very pleasant evening, and every success in your endeavours.
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