frish Tax

Institute

Simon Harris TD

Tanaiste and Minister for Finance
Department of Finance

Merrion Street

Dublin 2

18 September 2026

South Block
Longboat Quay
Grand Canal Harbour
Dublin 2

+35316631700
www.taxinstitute.ie

Re: Interest levied on ‘underpaid’ preliminary tax where a refund is due to the

taxpayer

Dear Tanaiste

| refer to the Institute’s Pre-Finance Bill 2026 Submission, which we sent to you and

your officials last April. In our submission, we highlighted that changes to the

preliminary corporation tax (PT) rules for larger companies are necessary to ensure

companies can have certainty regarding their PT obligations. As a company is

considered a large company for the purposes of PT if its corporation tax liability was

above €200,000 in the previous accounting period, these PT rules impact a very

significant proportion of Irish businesses.
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Preliminary tax obligations for large companies

The PT rules for large companies require them to have paid 90% of their tax liability for
an accounting period one month before the end of that period. (A summary of the PT
rules is set outin Appendix Il to this letter). In the current economic and geopolitical
environment, it is difficult for large companies to forecast with accuracy what 90% of
their final tax liability for an accounting period will be. Despite making best efforts, this
canresultin significant interest charges imposed on some taxpayers where they

underestimate their profitability for the period.

Since we made our Pre-Finance Bill 2026 Submission to you, Tanaiste, in April, another
issue has arisen in relation to Revenue’s interpretation of the PT rules and their
interaction with the rules governing the charging of interest on underpaid tax, which has

further compounded our concerns with the operation of the PT rules.

Allocation of overpayments of preliminary tax

Last week, Revenue confirmed its view that where there is an overpayment of PT carried
forward from an earlier period, this can only be allocated against the PT liability for the
current period where a ‘valid claim’ has been made (i.e. when the tax return and
accounts for the earlier period have been filed) by the company in accordance with
section 865(2) TCA 1997, or where an application is made by the taxpayer under section

960G(2) TCA 1997 for the overpayment of PT to be allocated to the later period.

In either instance, Revenue has confirmed that the allocation of the overpayment to the
later period is deemed to occur on the date that the request to allocate the funds is
made by the taxpayer. This means that a liability to statutory interest can arise during
the intervening period even though Revenue holds funds on account for the taxpayer
throughout that time. Foryourinformation, we have included a copy of the response

received by the Institute from Revenue on this technical point at Appendix II.



We consider that the charging of interest in these circumstances to be inequitable and
in our view, damaging to Ireland’s competitiveness as a location for investment.
Interest charged by Revenue is intended to compensate the Exchequer for loss of
revenue through the late payment of tax and to encourage timely payments by the

taxpayer in the future.

But Revenue’s interpretation of the legislation means that very significant amounts of
interest can apply (at a rate of of 0.0219% per day or 8% per annum) notwithstanding
that Revenue holds a refund of corporation tax due to the taxpayer from an earlier tax
period which would offset the corporation tax liability due for the later period on which

interestis charged (i.e. money is held relating to the same tax head).

A company is obliged to file its tax return, and pay any balance of corporation tax due, 9
months after the end of its accounting period. For larger companies, a further 3 months
is provided to file their iXBRL Financial Statements with Revenue. These timelines
recognise that time is needed after the end of an accounting period for a company to
accurately determine its profitability and its tax liability for that period and to finalise its

iXBRL Financial Statements.

However, Revenue’s interpretation of the legislation effectively means that there is a 3-
month window between the filing of the tax return and the filing of the iXBRL Financial
Statements where the overpayment of corporation tax carried forward from an earlier
period is locked in so that the company is prevented from allocating the overpayment

against its PT for the current period.

Critically, the payment date for the second instalment of PT falls during this 3-month
window. According to Revenue’s interpretation this means that a company is
prevented from relying on a refund of corporation tax from an earlier period, which its
tax return confirms is due, to satisfy its PT liability for the current period. If a company
seeks to allocate such a refund due against its PT liability for the current period it is

penalised.



As we outlined in our April submission, the PT and statutory interest rules are also
penalising companies where they have underestimated their profitability before the
accounting period has even concluded. This penal treatment is occurring even in
circumstances where an overpayment of PT is held by Revenue from an earlier tax

period which is sufficient to meet the PT liability arising in the later period.

Two examples to illustrate the interaction and application of the PT and statutory
interest rules in more detail are included in Appendix | to this letter. We understand
from our engagement with Revenue via the Tax Administration Liaison Committee
(TALC) that Revenue cannot address this inequity under its care and management
powers. In fact, Revenue has advised the Institute that it can only re-allocate, repay and

offset tax in accordance with the legislation.

The Institute welcomes the recently published report of the Cost of Business Advisory
Forum which recognises that the administrative burden associated with tax measures
is a cost for Irish businesses and can impact the competitiveness of Ireland as a
location for investment. We consider that the charging of interest where, overall, there
is an overpayment of tax held by Revenue for a taxpayer in respect of the same tax
head, is an additional cost for businesses operating in Ireland which must be addressed
as a matter of urgency. It is effectively penalising taxpayers in circumstances where
there has been no underpayment of tax. We believe this practice is directly contrary to
the Government’s ongoing efforts to reduce red tape and cut regulatory costs for

businesses.

Potential legislative amendment

We urge you and your officials to consider an amendment to the PT rules in Finance
(No. 2) Bill 2026 to ensure that taxpayers are not unfairly penalised where there is no
loss to the Exchequer. An approach which could be considered is the introduction of a

new targeted section as follows:

“Section 959ATA



Forthe purposes of determining whether sufficient corporation tax has been paid
on or before a preliminary tax due date for an accounting period, any amount of
corporation tax credited or allocated by the Revenue Commissioners to that
accounting period from an earlier accounting period shall be treated as paid on
the date on which that amount was originally paid for that earlier accounting

period.”

Conclusion

The introduction of such a provision would resolve the issue arising regarding the
application of statutory interest in a period where an overpayment of PT is carried
forward from an earlier period, without impacting other repayment or offset provisions

within the Irish tax code.

Should you have any questions or wish to discuss the contents of this letter further
please do not hesitate to contact Anne Gunnell, Director of Policy and Representations

at the Irish Tax Institute — agunnell@taxinstitute.ie/0863890722.

Yours sincerely

Brion | S—

Brian Brennan

Institute President



APPENDIXI

Case Example 1: Interest on an ‘underpayment’ of preliminary tax due as no valid

claim for offset of overpayment carried forward

Company A, which has a calendar year end of 31 December, is a large company for the
purposes of PT and so, it must pay its PT in two instalments (PT1 and PT2). The second
instalment of PT which is due one month before the accounting period ends must bring
the total PT payment for the accounting period up to at least 90% of the final liability for

that period.

Case Example 1: Interest on an underpayment of preliminary tax

PT paid in 2024 Return Form CT1 2024 filed

iIXBRL Financial Statements for

€11 million Final liability €6 million y/e 31 December 2024 filed
‘ 2024 PT overpayment of €5 million held by Revenue ‘
23 June 2025 23 Nov 2025
31 Dec 2024 23 Sep 2025 23 Dec 2025

Interest of €89,681 charged on deemed €5 million underpayment of 2025 PT

Preliminary Tax (PT1) relating to Preliminary Tax (PT2) relating to
2025 - €3 million 2025 est. €6 million —

pays €1m and requests offset of
€5m overpayment c/f from 2024

e June 2025: Company A’s profits fluctuate significantly from one period to the
next, so it pays PT1 of €3 million based on 50% of its 2024 final corporation tax

liability rather than estimating its current year profits.

e 23 September 2025: Company A files its Form CT1 2024 confirming an

overpayment of corporation tax of €5 million for 2024.



e 23 November 2025: Company A estimates that its tax liability for 2025 will be
€10 million. It applies to Revenue to have the 2024 overpayment of €5 million
allocated towards PT for 2025 and makes a further payment of PT of €1 million
which would bring the total PT paid for the period for 2025 to €9 million (90% of

the estimated tax liability for 2025).

Revenue interpretation:

The 2024 PT tax overpayment of €5 million cannot be offset against PT due for 2025 until
a ‘valid claim’ has been made (i.e., when the tax return and the iXBRL Financial
Statements for 2024 have been filed). This means that Company A is deemed to have
failed to meet its PT obligations. As aresult, interest of €89,681 is charged by Revenue
on the deemed €5 million underpayment of PT for 2025 even though Revenue is holding
an equivalent amount as an overpayment of PT for 2024 of €5 million and the company

has complied with its filing obligations for 2024.

2024 PT overpayment 2025 PT underpayment Amount due

€Sm - €5m # €0m

REVENUE INTERPRETATION

€89,681 interest

charged on the €6m deemed underpayment

Solution:

Amend the PT rules so that the overpayment of corporation tax of €5 million for 2024 is
treated as paid on the date on which that amount was originally paid for 2024. This
would mean that Company A will have complied with the PT rules for 2025 and no

charge to interest will arise.



Case Example 2: Interest on an ‘underpayment’ of preliminary tax due to

fluctuation in profits

Company A, which has a calendar year end of 31 December, is a large company for the
purposes of PT and so, it must pay its PT in two instalments. The second instalment of
PT which is due one month before the accounting period ends must bring the total PT

payment for the accounting period up to at least 90% of the final liability for that period.

Case Example 2: Interest on an underpayment of preliminary tax

iXBRL Financial Statements
R.eturr.1 Fc.J.rm o ,2,024 i for y/e 31 December 2024
Final liability €6 million filed

PT paid in 2024
€11 million

2024 PT overpaymnt of €5 million held by Revenue 3
23 June 2025 23 Nov 2025 1 Dec 20253

31 Dec 2024 23 Sep 2025 23 Dec 2025

Interest of €100,127 charged on deemed €3 million underpayment of 2025

Preliminary Tax (PT1) Preliminary Tax (PT2) New contract for €2 million
relating to 2025 relating to 2025 EEcalchatedibased on
est. €3 million est. €6 million actual tax liability —
underpayment of €3 million

e June 2025: Company A pays PT1 for 2025 of €3 million based on 50% of its 2024

final corporation tax liability.

e 23 September 2025: Company A files its Form CT1 2024 showing an

overpayment of corporation tax of €5 million for 2024.

e 23 November 2025: Company A estimates its profits for 2025 will be €10 million.
It makes a further payment of PT of €6 million so that the total PT paid for the

period for 2025 is €9m (i.e., 90% of the estimated tax liability of €10 million).



e 1 December 2025: Company A signs a contract that it had not expected to
complete until the following January. This contract means that the final tax
liability for 2025 increases to €12 million. Company A immediately requests that
the overpayment of PT for 2024 is allocated against the balance of its PT liability
for 2025.

e 23 December 2025: Company A files its iXBRL Financial Statements for 2024. It
is only at this point that it is deemed to have made a ‘valid claim’ meaning the
overpayment of corporation tax of €5 million for 2024 can be offset against PT

due for 2025.

Revenue interpretation:

Company A fails the 90% test for PT2 due to signing the unexpected December contract
and is deemed to have underpaid its PT for 2025. Interest applies on the
“underpayment” as if 45% of the tax was due in June and 100% of the tax was due in

November.

interest 0of €100,127 is charged by Revenue on the deemed €3 million underpayment of
PT for 2025 even though Revenue is holding an overpayment of PT for 2024 of €5 million.
This is because Revenue does not consider the balance due for 2025 to be paid until the
taxpayer has a made a ‘valid claim’ for the 2024 overpayment to be allocated to PT

2025.

2024 PT overpayment 2025 PT underpayment Total overpaid

€m - €3m # €2m

REVENUE INTERPRETATION

€100,127 interest

charged on the €3m deemed underpayment



Solution: Amend the PT rules so that the overpayment of corporation tax of €5 million
for 2024 is treated as paid on the date on which that amount was originally paid for
2024. This would mean that Company A will have complied with the PT rules for 2025

and no charge to interest will arise.
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APPENDIXII

Revenue response to query regarding interest on underpaid preliminary tax when
refunds are carried forward

TALC query re PT and payment transfers

Practitioners’ submission

Note 3: Interest on underpaid preliminary tax when refunds are carried forward (ITl)

At the prior Main TALC meeting, the issue of interest and underpaid preliminary tax was
raised. Practitioners have subsequently received feedback of a number of instances relating
to Revenue's application of interest when preliminary tax has been underpaid during a year,
but a refund was available from the prior year for reallocation. An illustrative example is
provided below:

* Overpayment of €5 million when Form CT1 2024 is filed on 23 September 2025.

« First payment of preliminary tax (PT1) for 2025 estimated at €2 million, due June
2025. Second payment of preliminary tax (PT2) for 2025 estimated at €2 million, due
November 2025.

* Revenue was requested to reallocate €3 million of the refund from 2024 to 2025,
firstly against PT1 and the balance against PT2.

« Interest was charged on the underpayment of preliminary taxfor 2025 despite a
sufficient overpayment in 2024 being held on account by Revenue to fully discharge the
2025 preliminary tax lability.

We understand that Revenue staff have asserted that a ‘valid claim’ for an offset under
section 865B TCA 1997 cannot be made until the tax return for the prior year and the related
iXBRL financial statements have been filed, despite the fact the filing deadline & after the
preliminary tax payment date.

Practitioners consider this approach is counterintuitive, as it could result in a company being
charged interest on underpaid 2025 corporation tax despite having sufficient 2024 payments
available for reallocation. Treating a 2024 payment as made on a later deemed date for
2025 appears inconsistent with the intent of section 8658 TCA 1997. We would welcome
clanty on the policy.

The same example was presented in a slightly different way below as part of the ITI's

submissions to the Cost of Business Advisory Forum and is replicated for the purposes of
illustration.
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Case Example: Interest on an underpayment of preliminary tax

23 June 2025 23 Nov 2025
31 Dec 2024 23 Sep 2025 23 Dec 2025

Overpayment of €million when Form CT1 2024 is filed on 23 September 2025

Revenue asked to re-allocate €3mrefund from 2024 to 2025: First against PT1 due 23 June 2025 and balance of
€magainst PT2 due 23 Nov 2025

Interest charged on underpayment of PT for 2025 despite sufficient overpayment in 2024 held on account by Revenue
to fully discharge 2025 PT liability

Revenue deems Co cannol make a valid claim to offset overpaid 2024 CT against its 2025 PT until 2024 tax return
and iXBRL financial stalements are filed despite filing deadline after PT payment date?

Revenue response

In the first instance, it is important to note that Revenue can only re-allocate, repay and offset
tax in accordance with the relevant legislative provisions. Section 960G(1) TCA obliges anyone
making a payment to Revenue or the Collector-General to identify the liability to tax against
which they wish the payment to be set.

Section 960G(2) TCA provides that a payment that accompanies a document issued by Revenue
or the Collector-General is treated as relating to the tax referred to in that document, “unless
the contrary intention is or has been clearly indicated”. If the company had asked Revenue to
move €3m from CT for 2024 to CT for 2025 before the CT1 filing date for 2024, Revenue could
have made the offset from PT2024 to PT2025 under section 960G(2) TCA as this would be a
“contrary intention” and because there is no prohibition on refund or offset under section 865 or
865B TCA.

Section 960H TCA allows the Collector-General to offset payments between taxes, but that
provision applies where a taxpayer has not complied with their obligations to pay tax or deliver
returns, so that is not relevant to the scenario presented.

In the illustrative example, the company did not express a “contrary intention™ until after the
filing date. At that point section 865(3) TCA applies; that states that a repayment of tax shall not
be due under section 865(2) TCA unless a valid claim has been made to the Revenue
Commissioners for that purpose. If the repayment is not due, it cannot be made. By extension,
the request to offset) cannot be granted, by virtue of section 865B(2), which states -
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“Subject to subsections (3) and (4), where a repayment of any tax cannot be made to a
person by virtue of the operation of -

(a)section 865,

i =

then, notwithstanding any other enactment or rule of law, that repayment shall not be
set against any other amount of tax due and payable by, or from, that person.”

The company had paid preliminary tax of €10m for 2024 and its final liability for that year, per its
CT1, was €5m. However, a “valid claim” for repayment of the balance of €5m had not been
made as of the filing of the CT1, because the iXBRL financial statements for 2024 had not been
filed. (The iXRBL financial statements are part of the CT return by virtue of section 884(2) and
(2A) TCA.) That meant a repayment was not due (for the purposes of section 865(3) TCA) and
could not be made and the offset, by extension, also cannot be made. When the iXBRL
statements were filed, a valid claim had been made for the purposes of section 865(3) TCA and
the money could be offset to CT for 2025 on 23 November December 2025 as requested.

The offset could be made after the valid claim is made (i.e., when the CT and iXBRL accounts
have been filed on 23 December 2025). In that case. €3m of the €5m overpayment for 2024
would be transferred to 2025. The date of payment of the €3m transferred to 2025 is not the
original date it was paid and set against the 2024 CT liability. As at that point, the payment is set
against CT for 2024, as the taxpayer indicated it should be (which they are required to do under
section 960G(1) TCA). So, the full payment of €10m is treated as set against the 2024 liability
and no part of it is set against the 2025 liability as of this point.

Assuming the request for offset was made on the day the valid claim was made (i.e., on 23
December 2025) the payment date for the €3m offset against CT for 2025 is 23 December 2025.
At that point, there was an overpayment of CT and taxpayer was due a repayment of the balance
of CT paid for 2024 and the money became repayable under section 865(3) TCA - or, as in this
case, available for offset against CT for 2025 in accordance with section 865B. Only at this point
(i.e., 23 December 2025) is the payment treated as being made against the 2025 CT liability.

It is understood that the practitioners’ position is that, because there was, in the overall sense,
enough money “on account”, that the payment date for the PT1 and PT2 payments should be the
original payment date, (i.e., when they were first made and allocated to PT for 2024). There is no
legislative concept of a “pool” of money on account that a taxpayer can utilise to cover any and
all future liabilities. Indeed, section 960G TCA specifically provides that amounts paid are
attributable to specific periods for specific tax heads (since section 960A TCA defines tax as
including IT, CT, VAT, etc) based on the pay slip, return, etc., unless the contrary intention is
expressed. In the illustrative example, the PT payments for 2024 were set against 2024 CT as per
section 960G TCA. It is only at the point where a valid claim has been made, on 23 December
2025, that the overpayment allows an offset to PT 1 and PT 2 for 2025, and, as outlined above,
the date of the payment is the 23 December 2025.
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APPENDIXIII

Summary of the preliminary tax rules for large companies

The preliminary corporation tax (PT) obligations for companies vary depending on
whether the company is considered to be a large company or a small company. A
company is a large company for the purposes of PT if its corporation tax liability was

above €200,000 in the previous accounting period.

Large companies pay their preliminary tax in two instalments. The first instalment
(PT1) is payable within six months of the beginning of the accounting period (but no
later than the 21st day of the month, or the 23rd day if paid online). The second
instalment (PT2) is payable 31 days before year-end (subject to being no later than

the 21st or, if paid online the 23rd day of the month).

The PT1 payment must be a minimum of:

e 50% of the corporation tax liability for the preceding accounting period or

e 45% of the corporation tax liability for the current accounting period.

PT2 must bring the total PT payment up to at least 90% of the final liability for the
current accounting period. Any balance of tax outstanding must be paid on or before

the company’s specified tax return filing date.

Where a company fails to meet its PT obligations, statutory interest is applied ata
daily rate of 0.219%. However, interest is not simply charged on the element of the
underpayment of PT2. Instead, interest is calculated in accordance with an

accelerated payment schedule with the legislation specifying that:

e 45% of the current year tax liability is deemed to have been due in month 6 of

the accounting period, and
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e 100% of the current year tax liability is deemed to have been due in month 11

of the accounting period.

This means that if a company underestimates its profitability when it pays PT2, it is
penalised so that there is an acceleration of the entirety of its corporation tax to
month 11, with 45% of that liability deemed to have arisen in month 6. The fact that

the profits may not have actually been earned or anticipated by the respective

instalment dates is irrelevant.
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