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Introduction

Regulation [(EU)473/2013 of the European Parliament and of the Council (part of the so-called
‘two-pack’] introduces a common budgetary timeline for euro area Memhber States.
Specifically, the regulation requires the submission of Draft Budgetary Plans for the
forthcomingyear to the European Commission and to the Furogroup by the 151 Qctober each
year.

The document herein is being submitted to the European Commission and Eurogroup in
accordance with the regulation. Thisisthe firsttime Ireland hassubmitted a Draft Budgetary
Flan, having exited the joint EUAIMF programme last December (Member States subject to a
programme are exem pt from the process),

This Draft Budgetary Plan will also be laid before the Houses of the Gireachtas, 1t is bhased on
the 2015 Budget presented to D&l Eireann on 141 October,

The format and content of the document are in line with the requirements of the Code of
Conduct, which irter alia requires macroeconomic and budgetary forecasts for the current
and forthcoming years (in this case 2014 and 2015). The no-policy change macroeconomic
forecasts for this year and next have been endorsed by the Irish Fiscal Advisory Council, as
required under article 4(4) of the regulation.

The analysis and forecasts contained in this docum ent are based on datato early October, All
data presented herein is on an ESA 2010 statistical basis,
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Summary

Economic governance in the EU has been enhanced in response to the crisis. Among the
improvem ents has been the introduction of a coordinated surveillance exercise each Autumn
for euro area Member States. Specifically, euro area Member States not subject to afinancial
assistance programme must submit Oraft Budgetary Plans to the European Commission and
to the Fwrogroup.  The rationale is essentially twofold: firstly, to ensure that the
recommendations of the Commission and the Furogroup are taken into account in the
budgetary process of the Mem ber States and secondly, tofacilitate better policy coordination
inthe euro area.

In terms of process, the Commission will issue an opinion on each Memhber State’s Draft
Budgetary Plan and this will be discussed by the Furogroup. According to article 7(5) of
regulation 47372013, the Furogrowp will also discuss the budgetary situation inthe euro area
as awhole.

Economic recovery in Ireland has gained maomentum in recent months and evidence is
mountingthat domestic demand has passed aturning point. Following an estimated increase
of 4.7 per cent this year, GOP isprojected to expand by 3.9 per cent next year,

The improved economic performance is also evident in the public finances. A general
governm ent deficit of 3.7 per cent is expected this year. A deficit of 2.7 per cent is projected
for next year, therehy bringing the deficit below the 3 per cent of GDP threshaold, as set out
in the Council recomm endation to lreland in December 2010, Importantly, the public debt-
to-GOP ratio is now on afirm downward trajectory.
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Section 1
Economic Developments and Outlook

Incoming data show a strong rebound in economic activity in Ireland. Initially led by the
exporting sectors, recovery is now broadening with the domestic components of demand
making a positive contribution, For 2014, GOP is projected to increase by 4.7 per cent, which
would be the strongest pace of expansion since the crisis hegan,

The short-term outlook is reasonably positive. Continued trading partner growth (especially
in the UK and US, less so in the euro area) should underpin a further expansion of exports
next year; the improvement in competitiveness that has been evident should also help.
Double-digit investment growth is expected as firms rebuild productive capacity after a
prolonged period of underinvestment and as construction activity rises also.  Improved
disposable income should support an increase in household spending, Against this general
background, GOPis projected to increase by 3.9 per cent next year.

The labour market continuesto benefit from economic recovery. The level of emplayment is
nearly 4 per cent higher than at its low-point in early 2012, and additional em ployment gains
are anticipated over the second half of this year and into next year. While still too high, the
rate of unemployment has been on a consistent downward trajectory for the past two and a
half years, and it is anticipated that thistrend will continue next year.

The rate of inflation remains relatively low, supporting disposable incomes and
competitiveness, A modest pick-up to around 1 per cent is expected next year.

Tahle 1: Basic assumptions

% charg e (ualess stared) 2013 2014 2015
External GDP Growth

Euro &rea -0.4 0.5 11
United States 22 2.1 31
United Kingdom 16 31 28
wiorld excluding EU 36 3.9 4.2
world imports excluding EU 31 4.8 6.0

Technical Assumptions

Euro-sterling Exchange Rate 085 0.81 079
Euro-Dollar Exchange Rate 133 1.3 1.29
Brent Crude (US 3 per barrel) 109 106 103
Mominal effective exchange rate (MEER, 199901=100) 107.43 10319 106.04

Source: OECD Interirn Economic Assessment Septernber 2014 and Eurapean Cornrnission Spring 2014 for ecasts.
Exchange rates and oil prices (futures) calculated on the bass of a ter-day averageto mid-Sept; unchanged theregter.
MEER isheld constant 2t its level in September,
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Tahle 2(a): Macroeconomic prospects

2013* 2013 2014 2015
£m percent change

1.Real GDP 173,050 0.2 4.7 3.9
1.1 due tothe estimated impact of budgetary measures - - 0.3
2.Potential GDP 179,300 1.2 21 2.7
Contributions [percentage points):

labour o4 Q.7 11

capital 02 0.5 az

Ho ae 0.9 .0
3. Mominal GDP 174,500 1.2 5.2 2.3
Components of Real GDP
4. Private final consurmption expenditure 83,350 -0.8 17 27
5. Govermment final consum ption expenditure 25,950 1.4 1.8 23
6. Gross fixed capital formation 26,550 -2.4 146 12.7
7. 5tack changes (% of GOP) as0 0.5 0.4 oz
3. Exports 144,050 1.1 3.3 4.5
9. lmports 147,700 0.6 5.5 2.3
Contributions to real GDP growth annual e contribiution
10. Domestic dermand -0.6 36 3.6
11. stock changes 0.3 -0l -0.2
12 Extermal balance of goods and services 0.e 1.3 s

Source: 2013 C30; 2014-2015 Department of Finance forecass.

Rounding may afect totals.

*rounded to near est £25m. GOP figures are preserted in constant prices, for components of GOP figures are presented
in current prices.

Tahle 2 (b): Price developments

% charg e 2013 2014 2015
GOP deflator 1.0 0.4 1.3
Private consumption deflatar 149 1.0 1.2
Harmonised index of consumer prices (HIZP) 0.5 0.5 1.1
Investrment deflator 1.0 15 1.2
Export price deflator -0.3 0.3 13
Irnport pHce deflator -0.2 0.4 1.3

Source: 2013 C30; 2014-2015 Department of Finance forecass.
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Tahle 2(c): Labour market developments

AN o] 2013 2014 2015
('ooo)
% change
Ernplovime nt 1,881 2.4 1.8 2.4
Unermployment rate (% of labour force ) 2326 131 114 102
Labour productivity [persons)® -21 28 14
Compensation of emplovee s (€bn) 71.3 3.4 3.7 L]
Compensation peremployvee (£000) 46,3 2.4 1.8 2.4
Source: 2013 C50; 2014-2015 Department of Finance farecasts.
*35DP per person efnployed. Cornpensation data refer to employient inthe noreagricultural ssccor.
Tahle 2{d): Sectoral balances
% Gp 2013 2014 2015
1. Metlending/net borrowing vis-&vis the rest of the word (2 of GDP) 4.4 4.9 4.4
of wekich:
-Balanice on goods and services 208 217 214
-Balance of primary incomes and transfers -1a.4 -16.8 -17.0
-Capital account 0.0 0.0 0.0
2.Metlending/net borrowing of the private sector 101 3.6 71
3.Metlending/net borrowing of general government -5.7 -3.7 -27
4. Statistical discre pancy 1.0 1.0 0.3
Source: 2013 C30; 2014-2015 Department of Finance forecass
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Section 2
Budgetary Developments and Outlook

Tax revenue in 2014 has performed hetter than anticipated while, in aggregate terms,
expenditure has been broadly in line with original expectations. There have also been
statistical revisionsarising from the introduction of ESA 2010 which have positively impacted
the calculation of the deficit. A general government deficit of 3.7 per cent of GDP is now
forecast for 2014, Excludinginterest payments on the national debt, aprimary surplus of 0.3
per cent of GOP is projected, which represents a debt reducing primary surplus. Thisis an
important step in underpinning long term debt sustainability,

General government revenue is expected to grow from €63,840 million to £65,155 million in
2015, while general government expenditure is forecast to fall from €70,725 million to
£70,465 million. Taking account of discretionary measures, a deficit of 2.7 per cent of GOP is
projected far next year, which is comfortably inside the EDP target of 2.9 per cent of GOP.

The very difficult economic situation in Ireland has been associated with a large increase in
public debt. However, the gross general government debt to GOP ratio has now peaked and
isonafirm downward trajectory. The estimated outturn for this year is a debt ratio of 111
per cent of GDP, declining to a projected 109 per cent of GDP next year. MNet puhblic
indebtedness —which excludes accumulated cash and other assets—is, of course, much lower
than the grossfigure at just below 91 per cent of GOP this year.

In terms of the structural deficit, the usual caveats apply to measures of this budgetary
aggregate in Ireland.

Table 3{a): General government budgetary targets broken down by subsector

% of GOP ESA 2013 2014 2015
Code
1. General government 5.13 -5.7 -537 -2.7
p.rn. Undedving balance -5.7 -3.7 =27
2. Central gove mment T1511 5.7 -7 -2 7
4, Local government 51313 0.0 0.0 0o
5. Social security funds 51314 on 0.0 0o
6. Interest expenditure 0. 41 4.4 41 3.8
7. Prirmary balance -1.3 03 11
3. Cne-off and othertemporary measures 0.0 0.7 0.1
9. Real GOP growth nz 47 39
10, Potential GOP growth 1.2 2.1 2.7
11. Qutput zap (% of potential GOP) 26 -0.1 1.0
12 Zvclical budgetary component (% of potential GOP) -1.3 -0.1 0.5
13. Cyclicallyv-adjusted balance -4.4 -3.7 -3.3
14, Cvclically-adjusted primary balance TR oo 0.4 0.5
15. structural balance . .44 .54

Source: 2013 C50; 2014-2015 Department of Finance farecasts.
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Bos 1: The Excessive Deficit Procedure in Ireland

In April 2009, the Council adopted a decision under art. 126(6) of the Treaty that, for the
first time, an excessive deficit existed in Ireland and adopted recomm endations under art.
126(7) that Ireland correct its excessive deficit by 2013. In December 2010, as part of the
joint EU - IMF programme of financial assistance, the Council adopted revised
recommendations to lreland and extended the deadline to 2015 for correction of the
excessive deficit,

The December 2010 recom m endations included annual ceilings for the headline deficit in
orderto ensure correction of the excessive deficit in atimely manner. The headline halance
has been inside the ceiling each year since the recommendations were adopted by the
Council. The Budget for next year is based on the assumption of a general governm ent
deficit of 2.7 per cent of GOP, consistent with the correction of the excessive deficit in the
time horizon set by the Council.

Tahle 3{h): General government debt developments

% of GOP 2013 2014 2015
1. Gross debt 123.3 110.5 1058.5
2. Change in gross debt 11.9 -12.8 -2.0
Contributions to change in gross debt mtio

3. Prirmary balance -1.4 03 11
4, Interest expenditure 0. 41 -4.4 -4.1 -3.8
5. Stock-flow adjustrment 7.4 -10.5 IR]
Composition of stock-flow adjustment

- Change in cash -0.1 -4.1 -0.2
- Differences between cash and accruals ® 0.0 0.0 -0.1
- Met accurmulation of financial assets © -0.2 01 -0.1
of wehich:

- Privatisation proceeds 0.7 0.0 0.0
- Waluation effe cts and other 9 0.0 0.0 0.0
Other relevant variables

Liquid financial assets 196 148 138
Met financial debt 103.7 a5.8 947
Source: Departrmert of Finance
Mates:

[&) A5 defined in Regulation (EC) Mo 479,/2009.

(b1 The differences concerning interest expenditure, other expenditure and revenue could be distinguished when relevant
or in casethe debt-to-GDP ratio |5 abowve the reference value.

() Liquid assets (currency ], gover nment securities, assets on third countries, governrment controlled enterprises and the
differ ence between quoted and non-gquoted assets could be diginguished whenrelevant orin case the debt-to-G0DP ratio
is abowe the reference value,

{d) Changes due to exchange rate moverneants ahd operation in secandary mar ket could be distinguished when relevant
ar in casethe debt-to-GDP ratio | s abowve the reference value.

(el Praxied by interest expenditure divided by the debt level of the previousyear.

(f) Liguid assets are here defined = AF 1, AF.2, AF3S (consolidated for general government, ie. netting out financia
positions between government entities), A F511, AFS2 (only if guoted in stock exchange).
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Tahle 3{c): Contingent liahilities

% of GOP 2013 2014
Public guarantees £6.9 32.1
of which linked to the financial sector
Eligible Liakilities Guarantee 411 11.5
Exceptional Liguidity Assistance 9.3 -
Mational Asset WManagement &gency 14.7 15.8
other 0.8 0.8
Source: Departrmett of Finance
Tahle 4: Expenditure and revenue projections on a no-policy change basis
% of GOP ESA Code 2014 2015
1 Tatal revenue at unchanged palicies TR 34.7 33.5
of whickh:
1.1. Taxes on production and imports 0.2 11.0 11.0
1.2, Currenttaxes on income, wealth, etc 0.5 137 13.4
1.5, Capital taxes 09l 03 oz
1.4. Social contributions D.EL 5.7 55
1.5. Property incorme 0.4 16 1.2
1.6. Other 25 25
p.r.: Tae burden ] 30.5
2 Total expenditure at unchanged palicies TEd 8.5 36.5
of whick:
2.1. Cormpensation of erploves s 0.1 10.2 9.6
2.2, Intermediate consumption p.2 a5 475
2.3, Social pavrients DB2 15.4 14.4
of wehich unemplovin ent benefits 20 17
2.4, Interest expenditure D41 41 X
2.5. Subsidies 0.3 0.9 0.9
2.6, Gross fixe d capital form ation F.5lg 16 1.4
2.7. Capital transfers 0.9 ns 05
2.8. Other 1.2 1.4
Source: Departrnent of Finance forecasts.
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Tahle 5(a): Expenditure and revenue targets, broken down by main components

% of GOP ESA Code 2014 2015
1. Total revenue target TR 347 33.7
of which:
1.1 Taxes an production and imparts [ 11.0 11.1
1.2 Currenttaxes anincome, wealth, etc. DS 137 131
1.3 Capital taces D91 0.3 0.3
1.4. Social contributions b.61 57 5.5
1.5 Property income 0.4 16 1.3
1.6, Other 2.5 2.4
p.r.: Tax burden
(D.2+D.54D 6140, 91-0.995) 02 02
2. Total expenditure target TE? 38.5 36.4
of wihich:
2.1 Compensation of emplovees 01 10.2 a5
2.2 Intermediate consumption P.2 4.5 4.5
2.3 Social payments D.62 D652 15.4 145
of wehich: unemplovrment benefits 20 1.7
2.4 Interest expenditure D4l 41 3.5
2.5, Subsidies 03 1g=] 0.9
2.6 Gross fixed capital formation P51z 16 14
2.7. Capital transfers 0.9 0s 0.s
2.8 Cther 12 1.4

Source: Departrmett of Finance forecass

Tahle 5(b): Amounts to be excluded from the expenditure benchmark

2013 2013 2014 2015
£bn % of GOP
1.E dit EU full tched By EU
wpenditure on EU programmes fully matched by 03 0z 0.2 0.2
funds revenue
2. Cyclical unernplovim ent benefit expe nditure® nz 01 0.0 -0.1
3. Effect of discretionary revenue measures** 1.3 0.8 07 -0.4
4. Revenue increase s mandated by law n.a. h.a. n.a. n.a.

*The cyclical component of unemployvment benefit expenditure is derived by applving a projected cost per person
ernplayed to & estirnate of the unemployrment gap iioe difference between the actual and sructura unermploy ment
rates. The latter is the estirnated NAWRLU consstent with the harmonised EU methodology.

*##This captures the multi-annual impact of all discretionary revenue measures enacted in dl budget announcermentsto
dare (not justthosein excess of 0.05% GDR)
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Tahle 5{c) Discretionary measures taken by General Government*

Target

Budgetary Impact (3% GDP)

5 Accounting Adoption
Measures Detailed description Code principle Status 2014 2015 2016
Revenue Measures
Increase in standard
rate incorme tax
bands by £1, 000 for
sifgle Legislation
Cash -0.1% -0.0%
individualsfmarried 3% pending
. one-gamers and
Personal income £2,000 for married D51
tax two earners
Reduction in hi
3 uv:t|.|:|n in higher Legislation
rate of incorme tag by Cash endin -0.1% -0.0%
1pp from 41% to 40% F £
Chalnges to Universal Cash Leglsl#lon 0% 0%
Zocial Charge pending
VAT change VAT - 2005 place of D.2r Cash Legislation 0.1% 0.0
supply changes pending
. Ré&D t dit, CT Legislati
Corporation tax ) e credit, D.5r Cash el ,mn -0.1% 0.0%
relief pending
Other positive Increase in excise on o ar Cash Leglslaltlon 0.0% 00
Mmeasures tobacco pending
oOth ti 0.2 Legislati
er negative WAT, ©GT, DIRT, CAT " Cash Eelsation 0.0% 0.0%
measures D.5r pending
e ges Arising from sale of
Special dividends ot mesets Cash Complete 0.1% 0.1%
Expenditure Measures
Mwle asure s to aid Lesislati
. . egislation
Sodal protection retum to work and 0.e2, Cash gendin -0.1% 0.0%
assist families D.532 pEnding
[hpltal. Somelnl lhu:uusmg Cash Leglslaltlon 0% 00%
expenditure provision pending
Re cruitme nt of
dditional staff i Legislati
Service Expansion 3 I, {onal SEIin Cash el ) ‘on -0.1% 0.0%
lustice and pending
Education. 0.1
Additional resources
Oth ditu Legislati
er expendriure across multiple Cash BEIS .|Dn 0.0% 0.0%
measures pending
sectors
Total Measures -0.4% -0.2%

*|r line with the code of conduct, the table reports reasures in excess of 0.05 per cent of GDP. Taxation measures above will be
legislated for in the Finance Act 2014, the Social Protection measures, where required, will be legislated for inthe Social Welfare Act
2014 and the expenditures messures will be legidated for in the Revised Estimates Wolume, All messures listed relate to Centrd

GO rArm e,

Mote: The above discretionary measures reflect policy changes made in Budget 2015 and drive the difference between the no-policy
change general gowver nment balance and the Budget estimates. The sumtotal does not equal those reportedinTableSh as discretionary
readures legidated for inpreviousyears, for example, the pension levy, are reflected in boththe no-policy change and Budget forecasts.
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Section 3

Comparison with April 2014 Stability Programme

Tahle & below compares the projection for the general government halance in the Draft
Budgetary Plan with that at the time of the April 2014 Update of Ireland's Stahility

Programme,

The fiscal performance and outlook is better than envisaged when the Stahility Programme
was submitted to the European Commission in April. The incorporation of ESA 2010 has
raised the level of GOP with afavourable impact on the deficit ratio for each year. In addition,
the economic position has im proved with GOP now projected to increase by 4.7 per cent this
year and 3.9 per cent next year (relative to projections of 2.1 and 2.7 per cent for this year
and next respectively last Aprill. In particular domestic demand — which is relatively mare
tax-rich than export-driven growth —is now performing reasonably well.

Tahle 6: Divergence from the April Stahility Programme

% GDP EsA 2013 2M4a 215
Code
GGE — April stability Programme -7.2 -4.8 -2.9
GiGE — Draft Budgzetary Plan -5.7 -37 -2 7
Difference (ppl +15 +1.1 +0.2
IRELAND |
EG 6/14 MCS/ah 15
DGG 1A EN

www.parlament.gv.at


http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=42315&code1=RAT&code2=&gruppen=Link:6/14;Nr:6;Year:14&comp=6%7C2014%7C

Section 4
Distributional impact of the main budgetary measures

Article 6(3) of Regulation 47372013 requires Memhber States, where possible, to provide
inform ation (either qualitative or guantitative) on the distributional effects of budgetary
measures, Material onthe Effect of Budget 2015 Measures on Different Categories of incom e
earnersis presented in the Budget and some of it isreflected inthis section.

The full document is available at:
http://budget. oov.ie/Bud oet /2015 /Docum ent sf4n nex% 204% 20Final. pdf

Impact of Budget 2015 Income Tax and USC changes for Different Categories of
Married/Civil Partners and Single Income Eamers

The table below shows the impact on net income of changes in Income Tax and Universal
Social Charge for various categories of income earners. Family Income Supplement payments
are included in the calculations, where relevant. This includes Child Benefit where relevant.
The calculations are based on specimen incom es with the basic tax creditsincludingthe home
carer tax credit, where relevant. The examples do not take account of additional tax reliefs
such as Mortgage Interest Relief. Wariations can arise due to rounding

Single Married Married Single Married Married
pEerson, no couple, one couple, one PErson, No couple, one couple, one
children, income, no income, two children, income, no income, two
private chidren, children, taxed under children, children,
sector private private Schedule D taxed under taxed under
employee sector sector Schedule D Schedule D
taxed under employee employee
PAYE taxed under | taxed under
Full rate PRSI PAYE PAYE
contributor Full rate PRSI | Full rate PRSI
contribut or contributor
Including
Family
Income
Supplement
Gross Change as % of et Income
Income
£ Yo Y Yo Yo e Yo
12,000 2.4% 2.4% 0.5% 2.7 2.5% ZE%
15,000 0.5% 0.5% 0. 7% 0.5 0.8% 1.4%
17,542 1.0% 1.0%, 0. 7% 1.2% 1.1% 1.5%
25,000 0.5% 0.5 0. A% 0.9 0.5, 1.7%
35,000 1.4% 0.6% 0.5% 1.5% 0. 6% 0.9%
45,000 15% 1.1% 1.3% 1.68% 1.2% 1.4%
55,000 1.6% 1.2% 1.4% 1.7% 1.3% 1.5%
70,000 1.7% 1.4% 1.5% 1.7% 14% 1.5%
75,000 1.6% 1.5% 1.4% 1. 7% 1.5% 1.5%
100,000 1.3% 1.1% 1.7% 1.3% 11% 1.7%
125,000 1.1% 0.9 1.0% 1.1% 0.5% 1.0
150,000 0.9% 0.5% 09 0.9 .55 ik
175,000 0.5% 0.7% 0.5 0.5 0. 7% 0.5
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Section 5
DBP measures and the CSRs/Union’s Strategy for growth and jobs

Ireland fully participated in the European Semester for the first time earlier this year, and
in June received Country Specific Recommendations (C5Rs) endorsed by the European
council. The CSRs far Ireland are availahle at:

httpfwwew finance, oov.ie/sites/default files/csr2014 ireland en.pdf

Tahle 7(a) summarises measures, taken in the context of Budget 2015, the Expenditure
Report 2015 or through other processes, addressthe CSRs,

Furope 2020 was adopted by the European Council in June 2010 and, in a nutshell, isthe
growth strategy for the Union over the period to the end of this decade. The strategy is
aimed at promating smart, sustainable and inclusive growth in the ELL Five headline targets
for 2020 have been set at the level of the EU as a whole, covering employm ent, research
and development, climate change, education and poverty. &l EU Memhber states have
committed to achieving Europe 2020 targets and have translated them into national
targets

Tahle 7(b) shows the Irish national targets and the most important policy measures that

are beingtaken in order to achieve the targets set within the framework of the European
Union's Strategy for Growth and Jobs.
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Table 7(a): CSR Recommendations

CSR n fnn q
. List of measures Description of direct relevance
0.
1 Correct excessive deficit by 2015 Successful implementation of Budget 2014 continue sto deliver a reduction in the deficit consistent with EDP
re guirerne nts. Estimate s in the Budget demonstrate an undedving general government deficit of 2.7% in 2015,
structural adjustrme nt and multi-annual Continued reduction in the structural deficit once excessive deficitis corrected. Profiled structural adjustme nt
budgetary planning for 2016 — 2018 exceedsthe minimum correction path prescribed by the Council of the EU

Government Expenditure Celing Binding Multi Annual Expenditure Ceilings are in place as per the Minister and $ecretaries [Amendment) Act

2011
2

advance Reforms initisted under Future Phase 1 of Money Follows the Patient (MFTP) funding model commenced on schedule inJanuary 2014 in the

Health strate gic framewark 30 largest hospitals in the country. Significant work underway which will facilitate 70% of hospital budgets
being funded on a MFTF basis from 2015,

Increase use of generic medicines The Health Service Executive [HSE) Medicines Management Programme is focussed on changing prescribing
behaviour in primary and secondary care. Generic penetration is increasing steadily in Ireland as generic
substitution and reference pricing is rolled out. Generic market proportion has increased in volume terms to
approximately 65% in Q2 2014

Reform financial management system of  Phase 2 of the Financial Reform Programme commenced in January 2014, Detailed Business Case for a new

national health authority operating model has been submitted to the De partment of Health and is currently under consideration.

Roll out individual health identifiers The legislation governing the use of health |dentifiers was enacted in July 2014, The H3E has been assigned
re sponsibility for developing & secure and safe patient identity service in line with cormmitme nts.

3

Labour Market Activation Policies

Pathway s to Work 2005, launched on 7 October, contains furthe r measure s in this area with a particular focus
on the long-termn and young unermployed and on enhanced engage mentwith employers.

Youth Guarantee - Mormentum

Pathways to W ork 2015 sets out plansfor continuing implementation of the “Guarantee”, targeted particularly at those
out of work for more than a year and disadvantaged youth. Measures include enhance d incentive s for employers; a
developmental intemship for disadvantaged youth; dedicated training places; and additiond supports for young
ertrepreneurs.

Intreo supports

44 |ntrea ["one stop shop"] centres are in place and the completion of the roll-out of the remaining 17 centres
is being actively progressed.
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FET Reforrns

SOLAS, the new FurtherEducation and Trainin g (FET) Authority, has recently published itsthree vear corporate
strategy and a five year strategy for the development and delivery of an integrated further educstion and
training sector

Longterm unemployed persons on the Live Register have been assigned priority stabusfor FET provisionin 2014. The first
annual FET $ervices plan was published by SOLAS in May

Apprenticeship Review

An apprenticeship Implementation Plan was published in June 2014, A new apprenticeship Councl is in the
process of being establishe d.

Tackle low work intensity

Measures listed under CSR 3 are relevant. Steps to remove obstacles to greater participation in labour force
include the introduction of the Working Family Dividend and a new housing assistance payment to support
transition from welfare towark, Research on structural issue s underway, with results due in first quarter 2015,

Facilitate fernale labour mark et
participation

Implementation of the reform of the One-Parent Family Payment (OFP) is ongoing. After school childcare
schem e introduced for former recipie nts of the OFP.

Address poverty risk of children

Child-specific poverty target in the Mational Paolicy Framewark for Children and Young People 2014-2020, The
Govemme ntwill host 2 serminar with the European Commission on investing in children to tackle child poverty
in Novernber 2014

There are a number of targeted childcare sche me sth rough which Government supports law incame parents to
participate inthe labourmarketorintrainingand education. $ome 34,000 children participate inthese schemes
which are operated in consultation with the De partm ent of Social Protection.

Avwailability of bank and non-bank financing

The $trategic Banking Corporation of Ireland was established on 12 Septernber 2014 with the core purpose of
enhancing the supply of credit to SMEs. The first loansto SMEswill be available by the end of 2014, Action Plan
for Jobs 2014 includes provisions an SME access to finance.

Manitaring system for SME lending

Manthly reporting systern in place.

5ME funds co-funded by the National
Pensions Reserve Fund

The $ME Credit Fund has completed six loan transactions totalling approximately €120 million. The NPRF $ME
Equity Fundis active inthe market sourcing transactions and the NPRF has advised thatthers isa strongPipeline
under development. The Turnaround Fund will not be renewed when it expires at the end of December 2014

Microfinance reland and Credit
Guarantee

The operation of the Microenterprise Loan Fund Scheme is being reviewed with aview to increasing the
take-up and impact of the Scheme
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The Credit Guarantee Scherme has been reviewed and the Credit Guarantee (&mendment) Bill 2014 is being
drafted. This will lead to an enhanced Credit Guarantee Scheme which will increase the take-up and impact of
the Scheme

Frornote the use of these and other non-
bank scheres by SMEs

The Supporting $MEs Online Tool, 3 cross-gove mme nt initiative, was launched in May 2014,

Enhance the Credit Review Office's
wvisibility

The Supparting $MEs online tool highlights the role of the CRO to all users

Measures to Address mortgage arrears

Ongoing monitoring of banks’ performance against mortgage arrears re-structuring targets, Expectations for
end 2014 set by CBlinJune 2014,

The CBI has conducted audits to examine the banks’ processes of proposing and concluding sustainable
solutions in accordance with CBI sustainability guidelines. Two reviews were completed by CBI to date and 2
furtherreview of 02 MART return scheduled for 04 2014,

Publish regular data on banks' SME loan
portfolios in arrearsto enhance
transparency

Bl has confirmed that the banks have reported that they have met their required targets to date

Develop a strategy to address distre ssed
corrmercial rea-estate exposures

The Mational Management Agency (MAMA) is on track to fulfil its commercal objectives ahead of schedule. By
end 2014, it will have redeemed S0% of its senior debt and has committed to redeermn a minimum of 0% of its
seniordebt by end 2016, two years earlier than planned.

Establish a central credit registry

The Credit Reporting Act, 2013was commencedinlan 2014, The Act provide sthat the CBIis responsible forthe
establishment and operation of the Central Credit Registry

Enact the Legal Services Regulation Bill by
end 2014, operationalise Legal Services
Regulatory Authority

The intention is to complete the passage of the Bill so that the new Legal Services Regulatory Authaority can
come into operation early in 2015,
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Table 7 {b): Targets set by the European Union's Strategy for growth and jobs

TARGET 1: EMPLOYMENT

Headline Target: 69 - 71 % of the population aged 20-64 to be employed

Labour Market Activation and Youth Guarantee

Increased engagem ent with, andtraining of, the long-
term unemploved as part of the labour market
activation reforms included in Pothweays to Work

Implementation of Pathways to Work 2015

Youth Guarantee Implementation Plan, including
increased places under mormentum

Total of 6,000 places on the JobsPlus scheme
Roll-out of remaining 17 Intreo offices in 2015

Increased places under Momentum for the Youth
Guarantee

Roll-out of JobPath Initiative

Public benchmarking of Intreo centres for the first
tirne to ensure delivery of targets to help jobseekers
retum to work.

Develop a comprehensive approach to evaluation of
PTW initiatives, with tenderto issue in Q1 2015

Pathways to work and the Youth Guarantes are implemented through more intensive engage ment with
jobseekers, such as individual and group engagement sessions for all jobseekers, and the provision of
employment supports through the Intreo service.

44 |ntreo "one stop shop" centres are already in place and the completion of the roll-out of the re maining
17 centreswill be completed in 2015,

The implementation of the ¥ outh Guarantee will ensure the targeted intervention and the ring-fencing of
around 2,000 places for young people as part of the next iteration ofthe Maomentum Programme and will
be awaluable input to this process

The Momentum Programme supportsthe provision of free education and training projects to allow long-
term jobseekers and young peaple ta gain skills, and to accesswark opportunitiesin growing sectors

JobsPlus incentivises emplove rs to employ the long-term unemploved.

The lobPath initiative will target 115,000 long-term unem ploved through improving job-seeking skills and
will engage with employersto set up employment opportunities, based on a contracted services model,
with first referralsta JobPath providersin Q2 2015

Further Education and Training

Implementation of reforms to the Further Education
& Training (FET) Sector

Provide at least 57,000 education and training places
for lang-term unemploved during 2014 and 2015

Under Pathways to Work a range of FET and Higher Educstion Programmes willbe made available to meet
the needs of the long-term unemployed.

Long-terimn unemployed persons on the Live Register have been assigned priority status for FET provision
in 2014. The first annual FET Services plan was published by S0OLAS in May 2014 and shows how each of
the Education and Training B oards (ETBs) will make provision forwell aver 200,000 learners. This annual
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Development and Implementation of the Service
Level Agreement with SOLAS

Ongaing impleme ntation and development ofthe FET
Strategy

Establishmm ent of a Strategic Implem entation Advisory
Committee forthe FET Strategy

Maintenance of Further Education & Training
provision for ¢ 270,000 places farlearners in 2014

service planning process takes into account the demograp hic, economic and employment picture in each
ETE are s and invalves cansultation with employers and local Intreo offices

& five year strategy for the FET Sector was published in May and provides a road-map far the angoing
development of the FET sectaorover the next five vears.

SOL&S have now circulate d 3 detailed implementation plan forthe Strategy to stakeholders, with detailed
timelines for delivery of the wvarous actions inthe Strategy andidentifiesle ad re sponsibility for each action.
A Strategic Implementation aAdvisory Committee forthe $trate gy is being establishe d and the first meeting
will take place in October 2014

Apprenticeships

Implementation of the recommendations of the
Apprenticeship Review

Establishment of a new enterprise-led
Apprentice ship Council

Evaluation and subrission to the Ministe r for
Education & skills of industry proposals for new
apprenticeships

Continued review of current apprenticeships
(Electrical, Plumbing, Carpentry and Joinery, Metal
Fabrication and Heawy e hicle Mechanics)

A Reviewe of Ireland’s Apprenticeship System was undertaken and published in 2014

The report of the Independent Review Group made a number of recommendations regarding a new
structure for Apprenticeship, which is envisaged as being relevant to a much wider group of enterprise
sectors. Following on from the Review an Apprenticeship Implementation Plan was published on the 50
June 2014 As part af this plan a new Apprentice ship Council isin the process of being e stablishe d which
will be enterprise led and have repre sentative s from busine ss, trade unions, further and higher e ducation
bodies.

The first job of work of the new Apprenticeship Coundil will be a call for proposals from industry for new
apprenticeshipsfor evaluation. &longside thiswork, the curriculafor current apprentice ships will continue
to be reviewed under existing structure s,

Labour Market Skills

Review of the National Skills Strate gy
skills-to-work Campaign
FurtherInvestment in Springboard

Introduction of new competitive funding streams in
Higher Education

The current Mational $kills Strategy outlines targets for skills attainment for Ireland though to 2020, A
review of this strategy will commence before end-2014.

This work will have regard to the overall skills determination architecture including the Expert Group on
Future $kills Needs as well as Higher Education $trate gy, the FET Strategy and the connections between
these sectars.
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Tweo news competitive funding streams have been introduced at Higher Education Level that: address the
specific skills needs of industry; support jobseekersinta emplayment; and, help increase the skills profile
of the labour force.

The Springboard programme strategically targets funding of free part-time higher e ducation coursesfor
unemployed people in areas of identified skills needs, such as ICT, Manufacturing and International
Financial Services. More than 15,000 place s have been provided under the three rounds of the programme
to date. & new call for proposals is expected to provide for an additional 5,000 placesin 2014

Skills-to Work is directed towards informing job-seekers of the training and upskilling programmes that
are available to help therm becorme more job-ready — whether the bestfit for them iswith Momentum or
with other opportunities like Springboard, JobPlus, JobBridge ar$killnets.

Action Plan for Jobs

®  Publication of Action Plan for Jobs 2015

The Action Plan for Jobs 2014 contains 385 time-bound actions in sewven areas - Disruptive Reforms,
Competitiveness, Pathways to Work, Access to Finance, Growing Irish Enterprise, Developing and
Deepening the Impact of FDI, and Sectoral Opportunities. Work on the 2015 plan is well advanced, and
will incorporate a more detailed performance evaluation framework arising from the OECD review.

TARGET 2: Research and Development (R&D)

Headline Target: Approximately 2% of GDP (2.5 % of GNP)to be invested in R &D

s Publication and implementation of a $trategy for
Science, Technolagy & Innovation

e Science Foundation Ireland-funded research centres
to support 20 or so research centres,

®  SFlwill also maintain supports to 2.800 researchers
who are engaged in around 900 collaborations with
industry.

e  Enterprise Ireland and IDA Ireland will invest in a
range of RD& supports to companies, including

A Strate oy on 5T will be published in eady 2015, whichwill address how Ireland will meetthe 2020 target.

Ireland has significantly increased its investment in R&D over the past decade while also introducing a
range of measuresto improve commercialisation of research and build strong linkages betweenthe higher
education sector and e nterprise.

GERD [Gross Expenditure on R&D) increased from €1,637m in 2003 to €2,826m in 2012 (+73%). Within
this, HERD [Higher Education R&D) increased from €378m in 2002 to €708m in 2010 (+87%) although 2010
witnessed a contraction from a peak of €750m in 2008

A range of measures have been introduced, including improvements in fiscal measures, to support
research and development [modifications to the RE&D Tax Credit were announced in October 2013,
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Innovation Youchers, Technology Centres, and the
scaling up of the Health Innovation Hub

following a review of the scheme], supports for higher education-industry linkages and supports for in-
campany R&D and start-up companies

The research intensity rate far 2012 forlreland has been confirmed at 2.153% of GNP [1.72% of GDP) and
at this point Ireland is on track to achieve its Research and Development by 2020,

In Budget 2015, a change was made to the R&D Tax Credit The 25% tax cre dit applies to the amount of
qualifying R&D expenditure incurred by a company in a given yearthat is in excess of the amount spent
in 2003. This 2003 base year restriction is now being rernoved from 1 January 2015,

TARGET 3: Climate Change and Energy

3(a)

Greenhouse Gas (GHG) Emissions

Headline Target: 20% reduction in Carbon Emissions relative to 2005

Continued implementation  of the policies and
measures published in Ireland’s Sixth National
Cornunication to the United Nations Framework on
Climate Change

Ireland must limit groweth of emissions to 209 below 2005 levels by 2020with targets alsoin place foreach
of the yearsfor the period 2013-201%9. The average incidence of these targets overthese G yearsis 3 12%
reduction in emissions relative to 2005

The measures outlined in the Cormmunication to the UN are specifically designed to assist Ireland in
reaching its climate change targets and are dire ted towards sectors such as vehicle and building energy
efficiency.

A -20% mitigation target for 2020 [which was the joint highest with Denmark and Luxe mbourg) is hugely
challenging having regard to Ireland’ s greenhouse gas emissions profile and Ireland’s investment
capacity, Based on the current trajectory, Ireland is likely to have a shortfall against target in the latter
half of the period

3(h)

Renewable Energy

Headline Target: 16 % of total energy consumption from renewable sources

Publication of the Bioenergy Plan and  the
implementation ofthe policy actionswhich it outline s

Ireland is committed to meeting 40% of electricity dernand, 12% of heat and 10% of transport {rmandatory
for all Member $tates) from renewables. &t the end of 2013, 7.7% of Ireland’s energy came from
renewable sources: electricity 20.7%; heat 56%; transport 2 5% (or 4.9% when allowing for double
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certification). Achieving the level of renewshle energy in heating and transp art remains challenging. The
deployment of sustainable biofuels will be the main mechanism to help achieve the transport target. The
Bioenergy Plan published this year identifies key policy actions for the use of bio-energy resources which
should assist Ireland in closing the gap to target on renewable heat.

3{c) Energy Efficiency

Headline Target: to move towards 20% increase in Energy Efficiency

& Implementation of the measures outlinesin the
Mational Energy Efficiency Action Plan (2014)

®  Furtherrollout of the Energy Efficiency Fund

o Implementation of the Mational Energy Services
Framework

Ireland published its third National Energy Efficiency Action Plan earlier in 2014, which encampasses
measures to help achieve the commitment to a 20% reduction in primary energy relative to 2005,
Modelling work shows that Ireland achieved 12,5376 wWh of energy saving at end-2012, which represents
59% of the national target

Recent policy measures such as the Energy Efficiency Fund, open to both commercial and public sector
projects where appropriate, and the Mational Energy Services Framework will be expected to deliver
savings in future years.

While the energy sawing projections for 2020 remain positive, challenges remain — most notably the
economic climate and the ability of the Better Energy Programmes to attract domestic consumers and
businessesto invest in energy saving measures,

TARGET 4: Edlucation

4{a) Early Leaving from Education and Training

Headline Target: Reduce percentage of 18 -24 year olds with secondary education and not in further education to 8%

®  Progresstowards achieve ment of 8% target

Ireland’s current share of early school leavers (i.e. 18-24 year olds with at most lower secondary education
and not in further education and training) fell frorm 11.4% in 2010 and 10.6% in 2011 to 9.7% in 2012713
representing positive progresstowards achieve ment of our 8% target.

DEIS focuses on addressing the educational needs of children and voung people from disadvantaged
communities, from pre-school through second-level education. 852 primary and second-level schools are
participating in DEIS. All of these schools are eligible for a range of additional supparts to assist them in
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Continued Implementation of the MNational Action
Plan, "Delivering Equality of Opportunity in Schoals”

(DEIS)

working to improve attendance, retention and educational cutcomes for their students. . Research
undertakento date provide sclearevidence that the DEIS programme is having a positive effe ct on tackling
disadvantage.

Continued implementation of the Literacy and

Mumeracy Strategy

The Strategy was launched in July 2011, It responds to areas of we skness ide ntified in national studies and
sets ambitious targetsfor immprovement - covering eary childhood, primary and secaondary education. All
primary and post-primary schoals are participsting in the implementation of the strategy, and all are
required to set targets for the improvement of literacy and numeracy skills

Major changes have been made to initial teacher education programmes, and lite racy and nume racy units
are now in place in the Mational Teacher Induction Programme

School self-evaluation has been rolled out and new requirements have been introduced on standardised
testing, including the return of aggrezate datato the Department of Education and Skills.

Continued implementation of the Framework far

Junior Cycle Refarm

The new Junior Cyele will place the needs of students at the core of teaching and will improve the quality
of their learning experiences and outcomes. [t will also contribute to tackling the problem of early schoal
leaving.

The new spproach seeks to ensure that all students will achieve their full potential and will be properly
challenged in their learning, thereby raising educational standards. To achieve this, assessment must
become a key part of teaching and le arning across the three vears of junior cyvcle, and provide hizh quality
feedback to students and parents,

The terminal Junior Certificate Examinations will be replaced with a school-based model of assessment
with an ermphasis on the quality of students’ leaming experence. All subjects will be recast, beginning
with English, which isto be introduced to students entering post-primary education in 2014

Following discussions with education stakeholders, the pace of implementation been changed to allow
rore time to enhance teachers' campetence and confidence in the new methodologies required. Full
details are available atwww juniorcycleie
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Reform of Further Education & Training

The establishment of SOLAS, the new Further Education and Training Authority, and the Education and
Training Boards in 2015 will e nsure that Ireland has a Further Education and Training sectarthat, amongst
othertargets, aimsto addre ssthe needs of eady schoaol leavers.

Implementation of the Apprenticeship Review

SeeTargetl

Community Training Centres

The Community Training Centres, now operating underthe segis of the ETBs, provide training and related
services in a professional, suppartive and inclusive manner for early school leavers as part of the joint
Vouthreach initiative [see next measure] with the Department of Education and Skills.

Wouthreach

The ¥outhreach programme provides two years inte grated education, training and work experience for
unermployed early school leavers who lack any qualifications or vocational training, and who are between
15and 20y ears of age.

Continued integration of educational welfare service
in line with the establishment of the Child and Family
Agency

The Educational Welfare Services have developed a new Integrated Mode| of Service Delivery, involving
the Educational Welfare Service, the Home School Community Lizison Scheme, the Schoaol Completion
Programme and schoolsthemselves, which is aimed atimproving service delivery to schools, children and
their families.

Implementation of the “Supporting a  Better
Transition from Second Leve ltoHighe r Education: Key
Directions and Mext Steps

This initiative will, among other things, contribute to achieving improve mentsin retention and completion
rates both at second level and in higher education. It is envisaged that an implementation plan, including
the scope and timeframe forimplementation of the three commitments and other further work, will be
available by end-2014.
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4(b) Tertiary Education

Headline Target: At least 60% of 30-34—year-olds should complete third level education

Continued investment in Third-Level Education to
reet increased student numbers

Ireland is aiming to have 605 of the 30-34 vear old population with a tertiary level qualification by 2020
[overall EU target is 40%¢). The late st Eurostat data shows that Ireland’s current tertiary attainment rate
for 30-54 yearoldswas 52.6% in 20135, up from 51.1% in 2012, $ince 2009, Ireland hasthe highe st rate for
thisindicator of all EU2E countries. Thisis confirmedin the recent OECD publication Education at a Glance
which placed Ireland 3rd in the OECD.

These high attainment rates are due to the high participation rates for school leavers - rates that have
been growing steadily over the last decade, and the growing participation of adults in higher education.
Enraolments are projected to continue over the next decade as the number of school leavers continue to
grow and the policies set out in the National Strategy aimed at widening access, developing more flexible
provision and enhancing lifelong le arning opportunities are progressively rolled out. The development of
a new Mational Access Plan for Higher Education, due to finalised in earty 2015, will be an important
elernent of this.

A range of actions are being implemented aimed =t widening access, developing more flexible provision
and enhancinglifelong leamingopportunitieswhich are specifically seekingtoincrease tertiary sttainment
rates.

Developmentofanew Mational Access PlanforHigher

Education

The development of a new National AccessPlan for Higher Education, due to finalised in early 2015, will
identify new targets for widening access and will contain specific supports to deliver on this. The
Departrent of Education and %kills has also introduced two new competitive funding streams that are
delivering extra higher education places in spe cific skills needs of industry. These schermes are targeted at
jobseekers and are also supporting the aim to increase higher education sttainment rates.

Transition Agenda

IRELAND |

MMeasures to enhance the transition from school to higher education and to provide = better first year
experience are being considered. It is envisaged that an implementation plan, including the scope and
timeframe for implementation, will be available by the end of 2014
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TARGET 5: Reduction of Population at Risk of Poverty

Headline Target: To reduce the number experiencing consistent poverty to 4% by 2016 {interim target) and to 2% or less by 2020, from
the 2010 baseline rate of 5.3%.

There has been significant increase in those experiencing consistent pove rty. Thisis a direct consequence

& Maintenance of social welfare rates across all social R X . . .
of the sacial and economic impact af the ecanomic crisis experenced in Ireland

transfers
»  Research on underlying structural issues in relation to These measures outline the Gavemment's response in addre ssing this matter

wery low work intensity to be completed in 2015

o Reform of the ane parent family payment — by July
2015 the macdimum age limit for the youngest eligible
child will be 7 years of age. Lone parents formerly
eligible for the scheme will have access ta the Intreo
activation service.

o Targeted scheme of after-school childcare introduced
for former recipie nts of one parent family payment.

® National Policy Framework for Children and Young
People 2014-2020 has set a child specific poverty
target.

o Areabased childhood programme launched to break
intergenerational cycle of poverty in disadvantaged
areas — focus on prevention and early intervention
reasures,

®  Housing Assistance Payvment, new form of social
housing support which will facilitate transition from
welfare to work, is currently being rolled out acrass a
nurnber of local authorities and will be introduced on
anational basis in 2015,
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Table A: Methodological aspects

Annex

Estimation Technique 5tep of the
Budgetary Process
Dermand side In advance of
fare casting endarsed and final
budgetary

forecasts

Relevantfeatures of the
model

Ite rative-an alvtic
approach:

several partial models
based on various
natiohal account outputs

Assumptions

Technical assumptions an
trading partner growth,
exchange rate s and
carnmodity prices are
assurmed

Supply side forecasting In advance of
endorsed and final
budgetary

forecasts

Potential GDF is
muodelled as perthe
harmonise d
methodology endorsed
by the EPC

Supply side models all
modelled endoge nously to
2013. Mo closure ar
extension rules applied.
Based an own population
projections

In advance of final
budgetary
forecasts

Tax forecast

Ite rative-an alvtic
approach: partial models
based on relationship of
ta: trendsto macro
variables

The short-term impact of
the impact of tax policy
changesis included

Tahle B: Additional data?

2015 216 2017 2M3
1. real GDP 3.9 34 34 34
2. GDP deflator 1.3 17 1.7 1.7
3. potential GDP 2.7 3.4 3.8 3.9
4. output gap 1.0 1.0 o7 0.1
5. zeneral government balance -27 -1.49 -0.9 0.3
6. one-off and temporary factors 0.1 01 0.0 0.0
7. oyclical budgetary component 0.5 0.s 0.3 01
&. structural budget balance -3.4 -25 -1.2 0.z
9. gross public debt 1035 104.0 100.5 954
10, stock-flow adjustme nt (% of GOP) 0.5 -1.1 07 0.1

Source: Departrmett of Finance

! Data fora numberof variables are included here in orderto facilitate calculation by the European Cormmission

of the forward-looking component of the debt co
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