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The Income Tax Deadline of 31 October is an important date in the
pension calendar. This guide recaps on why it’s so important and 
how pension contributions can create tax savings.

Technical Solutions

Income Tax and 
Pension Deadline 2017
Your questions answered

Example

Jane is a 28 year-old self-employed dentist. Her taxable income for 2016 was €120,000 and her marginal
rate of income tax was 40%. She took some time off in 2017 for personal reasons, so she expects her 
2017 income to fall to approx. €35,000 and her top rate of tax to be 20%.

On 1 August 2017, she made a PPP contribution of €5,000. She has made no previous pension
contributions. When should she claim tax relief?

•  If Jane claims tax relief for 2017, her tax bill for 2017 will reduce by €1,000 (€5,000 @ 20%).

•  If she claims tax relief for 2016, her tax bill for 2016 will reduce by €2,000 (€5,000 @ 40%). 

If she wishes to claim the relief for 2016, she must make this ‘election’ on her 2016 tax return.

Important update

Revenue have just announced that the ROS

deadline will be extended from 14 November to
16 November 2017. We expect that this extension 
will also apply to relevant pensions contributions.

What happens on 31 October?
On or before 31 October 2017 people in the self-assessment system must submit their 2016 personal tax return
(declaration of income and capital gains) and pay their income tax balance for 2016, while also making a
preliminary tax payment for 2017. 

They have one last chance to reduce their Income Tax bill for 2016 – by making a pension contribution.

How does a pension contribution reduce your Income Tax liability?
Pension contributions are one of the few remaining deductions, on which Income Tax relief at marginal rates still 
applies (i.e. up to 40% relief). Many other deductions are relieved at the standard rate of Income Tax, i.e. 20%.

Can income tax relief be backdated?
When eligible pension contributions are made between 1 January 2017 and 31 October 2017, taxpayers have
the choice to claim relief against their income for 2017 (i.e. the year of payment) or against their income in 2016
(i.e. to back-date the relief). Relief on the following contributions can be back-dated in most situations:

¬ Personal Pension Contributions

¬ PRSA Contributions

¬ AVC Contributions

If someone wishes to claim relief on their pension contribution for 2016, they must ‘elect’ to do this on their
2016 Tax Return. Otherwise, the relief will be applied in 2017.
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Preliminary tax
Clients in the self-assessment system must make a preliminary payment against their 2017 Income Tax liability.
As this tax year has not ended yet, it can be difficult for clients to estimate their total income for 2017 and the
likely tax liability thereon. To allow for this uncertainty, the amount of a Preliminary Tax payment for 2017 can
be any of the following:

¬ 100% of the final 2016 liability 

¬ 90% of the final 2017 liability 

¬ 105% of the final 2015 liability, if paying by direct debit

If the amount of Preliminary Tax paid proves to be less than all of these amounts, interest is charged on the
difference between the amount paid and the final liability for 2017.

Will a pension contribution impact on preliminary tax?
Many people take the 1st option (i.e. 100% of the previous year’s liability) as it offers the most certainty,
minimising the risk of interest charges for late payment. If a client makes a pension contribution and backdates
the relief to reduce their 2016 liability, as well as reducing their tax bill for 2016 it will also impact on their
Preliminary Tax obligation giving them a cash-flow benefit. It effectively defers some of their 2017 liability, as
they can pay a lesser amount up-front.

When can relief on a pension contribution not be backdated?
The following examples show some scenarios where backdating of relief is not possible, due to changes 
in employment status.

Example – Incorporation of business

Helen has been operating as a sole trader for a number of years, and has made no provision for her
retirement. In January 2017, she set up a company to take over her business and set up an EPP, to which 
the company contributes. In October 2017, she’d like to make a PPP contribution and back date it.

As Helen does not currently have NRE and hasn’t made a PPP contribution in a year when she had, she’s not
eligible to make a PPP contribution. However, she could make a PRSA contribution. If Helen had previously
made a PPP contribution when she was self-employed (e.g. in 2012), she would be eligible to make a PPP
contribution now.

Example – AVC

Bill (age 31) is a member of his employer’s group pension scheme. He earned €80,000 between 1 January
and 30 September 2016, when he left the company. On 1 October 2016, he started his own plumbing
business. His net relevant earnings for the period to 31/12/2016 were €1,000.

Bill would like to make an AVC contribution before 31/10/2017 and claim relief for 2016.

As Bill is no longer an employee of the company, he cannot make an AVC contribution in respect of his 2016
salary. However, he has scope to make a PPP or PRSA contribution of €200 and to claim the relief against
his 2016 self-employment income.

Example

Mark is a 28 year-old self-employed plumber. His final liability to Income Tax, PRSI and USC for 2016 was
€30,000 and his marginal rate of tax was 40%. In October 2016, he made a preliminary tax payment of
€25,000 for 2016 (100% of his 2015 tax liability), leaving a balance payable of €5,000 on or before 
31 October 2017. He has decided to make a Preliminary Tax payment of €30,000 for 2017 (i.e. 100% of his
2016 liability). 

What would be the impact if Mark were to make a qualifying Personal Pension Contribution of €6,000 in
October 2017? Let’s assume his final liability for 2017 turns out to be €40,000. 
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Laws and tax rules may change in the future. The information here is for financial adviser use only and

is based on our understanding in September 2017. Clients should be recommended to seek tax advice

specific to their particular circumstances.

If you have any queries on this or any other technical issue, please contact us.
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By claiming relief in 2016 on this pension contribution, he reduces his 2016 tax balance by €2,400 
(€6,000 @ 40%). As he is basing the amount of his 2017 Preliminary Tax payment on 100% of his 2016 liability,
this payment can also be reduced by €2,400. However, he is not getting relief twice on the same contribution –
he is getting relief for 2016 and deferring some of his 2017 tax bill until next October.

If he were to make another PPP contribution next year, he can reduce the 2017 balance of tax and make another
deferral of tax for 2018 and so on until retirement.

Who does the income tax deadline of 31 October 2017 apply to?
The deadline applies to those in the ‘self-assessment’ system, i.e. the following people:

¬ self-employed people, e.g. a plumber operating as a sole trader or a partner in an accountancy practice;

¬ Proprietary directors (i.e. a director who owns or controls more than 15% of the share capital of the company);

¬ Those in receipt of investment or rental income 

If you don’t submit your tax return on time, a surcharge of up to 10% of your tax liability will apply. If you don’t
pay the correct amounts of tax on time, interest will be charged on the tax paid late.

Who does the extended deadline of 14 November 2017 apply to?
The extended deadline applies to people in the self-assessment system, who use the Revenue Online System
to both

¬ Submit their tax return on line 

¬ Pay their 2016 tax balance and 2017 preliminary tax online 

The extended deadline will not apply in situations where the tax return is filed online, but payment is made 
by cheque.

Does the extended deadline apply to pension contributions?
If a client is eligible for the extended deadline, it will also apply to pension contributions, i.e. they can elect to
claim relief in 2016 on qualifying pension contributions paid on or before 14 November 2017.


