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Executive Summary

Excise duty on transport fuels yield significant revenues for the Exchequer. In 2014 excise on petrol
and diesel raised €2,018m which amounts to almost 5% of the total tax take.

The price of oil is low at the moment resulting in the lowest prices at the petrol pump since 2010.
There may be an opportunity to avail of these low prices to raise revenue without placing an undue
burden on citizens.

There is a significant difference between the rates of petrol and diesel in Ireland. The OECD have
called for an equalisation of the excise rate on petrol and diesel.

Any increase in excise would have a negative effect on the cost of doing business in the State. Diesel is
5.5% more expensive in Ireland than in the Eurozone.

The IRHA have campaigned for a reduction in costs and any increase in the rate of excise is likely to be
met with strong opposition from the hauliers, and be seen to offset the positive impact of the
commitment to reduce motor tax for HGV's in Budget 2016.

At the moment the price of oil is low and has removed the benefit of the diesel rebate scheme. An
increase of 5S¢ in the excise rate would still fall outside the diesel rebate scheme.

The submission sets out the additional yield an increase in excise rates on Mineral Oils would return.

Carbon Tax currently raises €385m per annum. An increase in the rate of carbon tax would increase the
cost of transport an also raise issues of fuel poverty.

An option on increasing Electricity Tax is also included.
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» (23/09/2015 14:30:37) Margaret Fitzgerald: Submitted to the Minister's Office by Margaret Fitzgerald
on behalf of the Secretary General
» (23/09/2015 14:06:08) Gary Tobin: Minister, you will want to discuss the various options with

officials.

Detailed information

Transport Fuels

1.1 The below table shows the receipts for environmental taxes over the past number of years and the

expected yield for 2015.

Receipts €m 2011 2012 2613 2014 2015 est.

Light Oils 992.6 804.1 854.2 799.6 710
_{Petrol)

Heavy Oils 11301 1116.2 1177.1 1218.6 1264

(Diesel, MGO

ete.)

1.2 Currently the excise on petrol is 39¢ per lifre and the excise on diesel is 48¢ per litre. The table below

shows the increase in excise rates for petrol and diesel since 2008.

Ipcrease in Excise on Motor Fuels (VAT inclusive) since 2009

Budget 2009 2010 2011 2012 2013 2014 2015
- Petrol 8c {Oct 08) 4.2c¥ dc 1.4c* Nil Nil Nil
Diesel 3¢ (Apr 09) 4.8c* 2c 1.6¢* Nil Nil Nil

*inecrease applied via carbon tax.

©Oil Prices

1.3 Qil prices are currently at the lowest level for a number of years with most industry analysts believing

these low prices will continue well into 2016,

Average Price of Petrol and Diesel

€ per litre 2009 2010 2011 2012 2013 2014 2015
Petrol 1.10 1.30 1.48 1.62 1.59 1.53 1.33
Diesel 1.02 1.22 1.41 1.35 1.51 1.46 1,19

Diesel Usage
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1.4 There is a significant difference between the rates of excise on petrol and diesel in Ireland. This
increased during the crisis when increases in excise on mineral oils were used to raise revenue but at the same
time increases in diesel were tempered in order to protect business as much as possible. The UK has
equalised the rate of excise on petrol and diesel. However, most EU countries maintain a differential. The
differential in Ireland at 18.5% cheaper for diesel is slightly lower than the EU average of 20.1%.

1.5 Through changes to the basis of VRT and maintaining different rates of excise on petrol and diesel, the
State has incentivised the purchase of diesel vehicles, and therefore the purchase of diesel. This is evidenced
by mineral oil receipts and consumption of petrol and diesel over the past 5 years. It should be noted that
diesel is a dirtier fuel than petrol as emissions also include higher levels of nitrous oxides (NOX) and particle

matter.

Petrol and Diesel Consumption

| I I i i i ‘

B MHLD - Unieaded Petro Ltres 000 W Autodese Ltresl00's

OECD Recommendation

1.6 The OECD have recommended equalising the rates of duty on petrol and auto-diesel by increasing the
duty on diesel (€479.02 per 1,000 litres) to that of petrol (€587.71 per 1,000 litres). The basis of this
suggestion is the lower tax rate on diesel fails to account for the social and health environmental externalities
caused by its combustion. The following are possible options to achieve equalisation of rates.

i. Increase the rate on diesel to equal petrol, this would yield €298m annually. The excise rate would be 59¢
per litre of both petrol and diesel which is an increase of 11¢ per litre of diesel.

ii. Reduce the rate on petrol to equal diesel, this would cost €172m annually. The excise rate would be 48¢c
per litre of both petrol and diesel which is a decrease of 11c¢ per litre of petrol.

https://sharepoint.itservices.gov.ie/fin/Applications/Submissions/_layouts/15/eSubmissions/Print.aspx?is... 23/09/2015



Print Submission Page 4 of 8

iii. Reduce petro! and increase diesel to meet in the middle, this option would reduce the petrol yield by
€85.1m and increase the diesel yield by €150.7m leaving an overall net gain of €65.6m. The excise rate
would be 53¢ per litre of both petrot and diesel with is an increase of over 5¢ per litre of diesel and a decrease

of nearly 6c per litre of petrol.

Cross Border Prices

1.7 There are three distinct variables which impact on cross border prices: excise, VAT and the currency
exchange rate. A survey taken on 23 July this year shows that both diesel and petrol remain significantly

cheaper in the State than in Northern Ireland.

Cross Border Comparisons (Prices & rates in £)

- Product . : | - ROI CN.L “Excise

ROL NI Price Excise Excise Differential ROl NI, VAT
_ . . _ VAT - VAT :
‘Price Price . Differential j ': - Differential -
| | | ' 23%  20%

Petrol  1.46 _' 169 -0.23 f 059 082 -0.23 0.27 0.28 -0.01

{litre) - ' : : ' :

_ 131 168 037 048 082 034 025 028 -0.03

Auto- ' : '

. diesel

(litre)

Fuel Tourism

1.8 The cross border price differential can lead to "fuel tourism” where fuel is purchased in one jurisdiction
and consumed in another. All fuel sold counts towards Jreland's emissions and impacts negatively upon our

ability to achieve our binding EU 2020 targets.

1.9 A 2013 report by the National Roads Authority (NRA) indicated 22.7% of auto-diesel and 8.6% of
petro! sold in the South is consumed in Northern Ireland. Fuel purchased in the South by qualifying operators
and consumed in Northern Ireland can alse avail of tax relief via the Diesel Rebate Scheme, although the low

price of oil means that this is not currently available.

1.10 Equalisation of rates with Northern Ireland has been sugpested as a measure to eliminate fuel tourism
and thereby reduce measured emissions. Any alteration in the excise rates would impact on the comparable
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overall cost of motoring vis-a-vis the North as other vehicle related taxes, such as annual motor tax and VRT.
are lower in the North. A further consequence of the equalisation of rates would be an increased payment
under the diesel rebate scheme. Movement in exchange rates would make equalised rates almost impossible
t0 maintain.

Cost to Business

1,11 In April of this year the National Competitiveness Council published the a report titled Cost of Doing
Business in Ireland 2015 which indicated that diesel in lreland is 5.5% more expensive that the average in the
euro area. The overall tax on the price of diesel at 60.3% is the third highest in the euro area. This coupled
with the associated costs of being an istand State is affecting Ireland's overall competitiveness.

Irish Road Hanliers Association

1.12 Following a campaign by the IRHA, you gave a commitment to reduce the burden of commercial
motor tax in the upcoming Budget. Any increase in the excise on diesel is likely to be met with strong
opposition from the hauliers and reduce the impact of any reduction in commercial motar tax.

Using the IRHA average diesel consumption figure of 27,635 litres per annum and increase of 5¢ in the rate
of excise would increase the fuet cost of an average haulier by €1,381.75 per annum.

Diesel Rebate Scheme

1.13 The Diesel Rebate Scheme was introduced on 1 July 2013 and gives a partial repayment of mineral oil
tax to qualifying road transport operators. The lowest price at which a refund is payable is €1.27 per litre of
diesel, which receives a repayment of 0.9c per litre. A sliding scale applies up to a maximum repayment of
7.5c which applies on a litre of diesel costing €1.54 or more. The average price of a litre of diesel is currently
119.9¢ (pumps.ie 15/09/15) and falls well below the threshold of receiving a repayment under the dieset
rebate scheme.

Options for increasing excise rates on fuels

1.14 The expected yield in 2015 for Petrol is €770m and Auto-Diesel is €1,264m. The below table indicates
the additional revenue which would be generated by increasing the excise duty rate.

Increase (VAT Petrol (price per\; ) EAuto-diesel |
é.inclusive) Petrol litre) ._;Auta diesel {price per litre}

Current Price 1.369 119.9

Increase per Yield€m €  Yieldem €

litre cent e
: 2 .. 263 1389 454 = 1219
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4 523 . 1.409 90.6 1239
'8 1038 . 1449 1799 . 1279

Carbon Tax

2.1 The carbon tax on fossil fuels was introduced at a rate of €15 per tonne of CO2 in Budget 2010. It
applied to auto-fuels from December 2009 and to other liquid fuels from May 2010. It's application to solid
fuels was delayed and applied at a rate of €10per tonne of CO2 in 2012 and finally €20 per tonne of CO2 in
2014.

2.2 1n 2014 the yield from carbon tax (including VAT) was €385m. The expected yield for 2015 is €415m.

_History of Irelands Carbon Tax
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2.3 There are indications that the extension of carbon tax to solid fuels has given rise to consumers sourcing
solid fuel from Northern Ireland. Solid fuel suppliers have expressed concerns around Northern suppliers
arranging for solid fuel, whose sulphur content is not compatible with the SWiFT 7 robust verification
mechanism, to be delivered to customers in the South. Since such deliveries are illegal the associated tax
fiabilities are also being circumvented. A rate increase could lead to an upsurge in solid fuels being sourced
from Northem Ireland and further exacerbate this issue.

2.4 Any increase in the rate of carbon tax would also have an impact on the rate of fuel poverty. According
to the BSRI low income households are more likely to use cheaper but more carbon intensive solid fuels.

Options for increasing the Carbon Tax rate

2.5 An increase of €5 in the rate of carbon tax would yield €102m in a full year and an increase of €10 in the

rate would yield €203.4m in a full year.
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2.6 The below table illustrates the impact increases of €5 and €10 per tonne of CO2 emissions would have
on selected individual energy products.

 Impact of Increases in Carbon Tax {including VAT)

Product Unit €5pertonne  €i0pertome
i,et'm'[' e .. Lme T l4oc e 280(: S
D.iesel o :.Li.m.:. B :. 164C e 32?6 P

Coa] 4Ol\gbag 6OC o ..:: 1.2(_};:_ :

'. .Péat..l).ri.q.u.e.t.tesu R B.ale. | o .l3c . : 26(: ..

Electricity Tax

3.1 The electricity tax in Ireland was introduced in October 2008 and is currently set at the minimum rate
allowable under the EU Energy Tax Directive of €0.50 per MegaWatt Hour (MWh) for business use and
€1.00 per MWh for non-business use, houschold use is exempt. These rates are significantly below the EU
average of €8.42 for business use and €14.53 for non-business use.

Electricity Tax Receipts

Year of liability '. Tax (€m)

;20‘_]9 . o ?08 .

:.2010_. o o .; 686

::‘.ml.z. B ..:: 6‘32. o

:..mi.s.. S Sﬁestlmzmd o

3.2 A recent report commissioned by the European Commission on Environmental Fiscal Reform
recommended the equalisation of electricity tax rates in Ireland between business and non-business,

3.3 Relatively small number of consumers, such as government agencies and local and public authorities fal}
into the non-business category, and the categorisation of electricity use as business or non-business for tax
purposes causes administrative difficulties for Revenue.

3.4 To equalise the rate for business and non-business use at €1.00 per MWh would allow for a more
transparent system and also significantly reduce the administrative burden on Revenue.
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3.3 The electricity tax receipts for 2014 were €4.48m; approximately 12% was paid at the non-business rate.
If the rate for business use was increased to €1.00 per MWh it is expected that the yield would increase to
€9m in a full year.
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