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Introduction
The members of this group hold the position of Secretary / Financial Controller in each of the thirteen Institutes of Technology noted in Appendix A of this submission. Their role includes Secretary to the Governing Body of each of their respective Institutes as well as a range of additional administrative responsibilities covering finance, legal, human resources and a number of other central services. 

The sector is allocated significant State funding to deliver government and legislative initiatives as well as regional, socio-economic and institutional objectives. The budget estimates for 2008 allocated total current expenditure funding of €318m approximately (excluding amounts due under the free fees initiative) to the thirteen Institutes.  
The Institutes of Technology sector is a major provider of third and fourth level education in the State. The Higher Education Authority, in its submission to the OECD review panel on Irish Higher Education, predicted continued growth of full time student numbers in both the Institutes of Technology and University sectors as shown below (Fig 1.) over the next seven years. This is based on the assumption that the participation rate of mature learners, of individuals from disadvantaged socio-economic backgrounds as well as school leavers, will continue to increase over the same period of time.   
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Figure 1. Projected Growth in Higher Education

The Tax System and Support of Economic Activity
1. Research and Development Support (S766 TCA 1997)

The Finance Act 2004 introduced provisions that provide relief in the form of a tax credit, at a rate of 20%, from Corporation Tax for the investment in qualifying research and development expenditure. This provision also provides for relief where the activity has been sub-contracted to an Institute of Technology / University, up to a maximum of 5% of the expenditure incurred on research and development, carried out by the company. In this case, the company will also qualify for the tax credit.

Proposal - Increase Allowable limit to 100% for Qualifying R & D Expenditure Sub-Contracted to Institutes of Technology / Universities 
The Government has identified investment in research and development activity as a priority in the National Development Plan and in the significant direct exchequer investment allocated through the Department of Education and Science, the Higher Education Authority, Enterprise Ireland and State agencies including Science Foundation Ireland. Incentives and co-ordinated encouragement through the tax system to achieve this national objective is essential. Activities that link research and development activity in the private sector with third and fourth level institutions is crucial to achieve an environment that facilitates the transfer of knowledge, skills and ideas in an effective manner. Research outcomes and solutions to practical problems or new product and service opportunities will be brought to market in a quicker and more efficient manner where the link between the research institutions and the private sector entrepreneurs is promoted and encouraged. The down stream economic benefits to the State through enhanced co-operation in the research activities of the Institutes of Technology and the private sector can only be positive and significant.

Proposal – Private Company Sponsored Staff Engaged in Full Time Phd and / or Research Masters Activity in Science or Technology in an Institute of Technology 
The tax system, under S766 TCA 1997 and others, should easily facilitate and encourage an employer to allow a staff member engage, on a full time basis, in research to achieve a higher academic award (masters or Phd) in science or technology based disciplines. The research activity must be defined and linked to the activities of the sponsoring employer company. Qualifying research and development expenditure in this case should allow the full salary and other costs normally associated with the staff member, as well as fees to the Institute of Technology including items of expenditure normally associated with S766 TCA. The objective is to encourage and formally link, in a structured way, the process and advantages of research to both the sponsoring employer company and the individual staff member who is acquiring a higher level of skills and knowledge that will be re-introduced into the activities of the same company.  

2. Attracting Leading and World Renowned Researchers in Science and Technology

Ireland is investing an increasing amount of its resources in research and development activities. The objective is to create a knowledge economy that will support and enhance a productive value creating economic future for our country. The creation of a knowledge based economy for Ireland cannot be achieved in the medium to long term without the people with world recognised research skills, experience and initiative to drive and support the necessary activities to achieve this national goal. Ireland must attract these individuals to engage in these activities, raise our indigenous skill levels in Institutes of Technology and Universities and support the research activities that will provide a robust foundation on which to build a sustainable research and development environment.

Proposal - Income Tax Exemption for Leading and World Renowned Researchers in Science and Technology Appointed in Institutes of Technology and Engaged in Fourth Level Research Activities.

Ireland needs to attract the ‘best and the brightest’ in the academic research world to endeavour to achieve its goal of the creation of a knowledge based economy. This proposal takes the current Artists Exemption provided in tax law and applies the concept in a similar manner to research and development activity. The exemption would apply to all earnings by a qualifying individual arising from research activities in the State as noted below. The provisions to apply this proposal could include:

· Qualifying individual must be engaged in an externally funded and certified (for example, Science Foundation Ireland) research & development activity or project.
· The individual must be a recognised world leader in his / her field of research of professorial standard. This could be determined on application to the Revenue Commissioners on a case by case basis, who would seek advice regarding the individuals standing in the research community and make their determination accordingly.
· Qualifying individual must be appointed to a research post in a statutorily recognised fourth level Institute in the State
· The individual must engage in research activity as noted above on a full time basis including an agreed minimum level of lecturing as well as the supervision of postgraduate students 
· The appointment and qualifying relief under this proposal would be for a minimum of five years, or the length of the approved research project, whichever is longer.
The State is unlikely to incur an actual loss of tax revenues arising from this proposal. The individuals qualifying for this relief are unlikely to be attracted to engage in this type of activity in Ireland with the current salary scales approved in third / fourth level State funded institutions as well as the cost of living in this country. Ireland would benefit significantly, if even only on a temporary basis, to have world recognised research expertise and activity taking place in our Institutes of Technology and Universities which would add significantly to the level of skills and experience currently available in our academic communities.  
3. VAT Rates on Books, Periodicals, Databases and Electronic Formats
There is considerable variation in the VAT treatment of educational material used in normal undergraduate and postgraduate academic activity. This is particularly the case in respect of electronically supplied services which attract a VAT rate of 21%. Specifically, it applies to e-books and other electronic databases and publications, as well as online subscriptions to newspapers and journals. This is inconsistent, for example, with the rate of VAT at zero per cent that applies to books when acquired in hard form. In the case of periodicals or journals, the rate of VAT is often 13.5% in hard form compared to 21% when provided in soft form. It is also inconsistent with our European neighbours in the case of the application of the 21% rate in Ireland for electronically provide material yet the same material is subject to a charge of 15% in Luxembourg and 17.5% in the United Kingdom. 
Proposal – Educational Material in Electronic Format – VAT Rate 0% 
The rate applied to a good or service should not vary depending upon how and in what format it is supplied. The additional cost of the non-recoverable VAT arising from the 21% and 13.5% rate (compared to zero percent in some cases) is a significant cost to the library budgets in the Institutes as well as a disincentive to purchase such academic materials in an environmentally friendly format.
4. Treatment of Interview Panel Members as Employees of the Institute

External (non-employee and non-Governing Body) interview panel members are invited by the Institutes of Technology to provide their time and expertise in the appointment and interview process for permanent and temporary staff at all levels in the Institutes. These individuals are highly respected and experienced individuals from the academic, business and community sectors. Their involvement in the process of public appointments is a service that visibly provides confidence to the wider community that it is objective, equitable and without bias. In most cases, an external person would be involved at most, one or possibly two days per annum in this process 
The view of the Revenue Commissioners is that such individuals are employees of the Institute. This, in their view, is in accordance with the principles noted in the Statement of Practice (SP –IT/1/04) Tax Treatment of Remuneration of Members of State and State Sponsored Committees and Bodies; Statement of Practice (SP –IT/2/07) Tax Treatment of the Reimbursement of Expenses of Travel and Subsistence to Office Holders and Employees; and the Code of Practice for Employment or Self Employment Status of Individuals (December 2007). 

The effect of this treatment is to deem such an individual as an employee of the Institute and treat the Institute as their place of work. Specifically, where an external member of the interview panel, for example, attends an interview in an Institute in Dublin whose place of work on an everyday basis is in Kildare, as is his permanent residence, the reimbursement of the train fare to travel from Kildare to Dublin (return) is chargeable to PAYE / PRSI on him / her by the Institute in Dublin as income. The individual external interview panel member is therefore suffering a personal financial loss by accepting this appointment. It is making it increasingly difficult to find individuals to accept the role of an interview panel member in these circumstances.
Proposal – Treat all payments including fees, travel and subsistence in the same manner as provided in S12 Finance Act 2007 for Individuals appointed to State and Semi –State Bodies.

The proposal is for the application of equitable treatment to individuals who act as interview panel members and who attend their ‘deemed’ place of employment following the application of the Statements of Practice noted above by the Revenue Commissioners, as is the case applied to other individuals under Section 12 FA 2007. In the case of the latter, their appointment to their role is normally for a period of up to five years and attendance at meetings in the Institutes for a minimum of six occasions per annum. This is far in excess of the appointment arrangements, attendance requirements and functions performed by or expected of interview panel members yet their treatment is less favourable.
5. Provision of Student Accommodation 

The re-introduction of a scheme, as provided originally by S372AM TCA 1997, to provide relief for the construction and letting of registered and approved student accommodation would be of significant benefit. It would create and maintain communities of learners close to the Institutes of Technology and other third level institutions and also supports the general policies of the Higher Education Authority. It would allow those third level institutions, who were unable to benefit from this scheme when it was first introduced due to stage of development or size, to attract private sector investment and minimise any possible cost to the exchequer arising from this relief.
Proposal – Re-Introduce Section 23 Type Relief for Investment in Student Accommodation as provided by S372AM TCA 1997.

The availability of student accommodation close to or on third level campuses would encourage an all year round use of all the facilities in our Institutes of Technology and Universities. It would also attract a significant number of foreign students to attend our Institutes in Ireland while also facilitating summer schools and other similar activities. 

CONCLUSION
The Secretary / Financial Controllers group would like to thank the Chairman and the members of the Commission for the opportunity to make this submission and wish you every success in your deliberations on this issue of such national importance to the citizens of this State, now and for many years to come.

Thomas Stone

Secretary / Financial Controller

Institute of Technology Tallaght,
Dublin 24

22 May 2008

APPENDIX A
INSTITUTES OF TECHNOLOGY

	Athlone Institute of Technology

	Institute of Technology, Sligo

	Cork Institute of Technology

	Institute of Technology, Tallaght

	Dundalk Institute of Technology

	Institute of Technology, Tralee

	Dun Laoghaire Institute of , Art, Design and Technology

	Letterkenny Institute of Technology

	Galway - Mayo Institute of Technology

	Limerick Institute of Technology

	Institute of Technology, Blanchardstown

	Waterford Institute of Technology

	Institute of Technology, Carlow
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				HEA Predictions for he growth

				Numbers (000's)

				2003		2004		2005		2006		2007		2008		2009		2010		2011		2012		2013		2014		2015

		Universities		71.776		71.021		72.658		71.94		71.575		74.511		77.23		77.768		76.898		78.372		81.006		84.931		89.403

		IOTs		53.248		57.353		59.681		60.075		60.783		64.34		67.785		69.376		69.685		72.149		75.743		80.636		86.183

		Other Colleges		7.094		7.82		8.106		8.124		8.22		8.706		9.172		9.388		9.432		9.771		10.265		10.933		11.698

		Total Full-time students		132.118		136.194		140.445		140.139		140.578		147.557		154.187		156.532		156.015		160.292		167.014		176.5		187.284
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