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Key points 

The tax treatment of an individual’s income as well as the level of PRSI payable and social insurance 

benefits available can vary depending on the legal form through which they provide labour.   

This paper examines the tax and social insurance treatment applicable to three  of main legal forms 

through which labour is supplied by an individual i.e.: 

 through an employment relationship (acting as an employee), 

 operating as a self-employed individual, and 

 incorporation and operation through a company structure (where the individual would 

typically act as a proprietary director for the company) 

The purpose of this paper is to allow the Commission to give due consideration as to whether some 

of the key differences in the taxation (and social insurance) treatment are justifiable or if can they 

unduly influence how labour is supplied. The paper also establishes the levers that could be used 

to restore these differences being: 

 the elimination of existing differences, and  

 the introduction of rules to prevent the exploitation of differences. 

 

 

Taxation of labour under different legal forms 



  Document Reference: 20211203_TaxationofLabourunderDifferentLegalForms_FINAL  

 

2 

Table of Contents 

1. Introduction ................................................................................................................................... 3 

2. Key tax differences arising under different legal forms ................................................................. 5 

2.1 Income and Corporation Tax differences ............................................................................... 5 

2.1.1 Basic credits .................................................................................................................... 7 

2.1.2 Expenses .......................................................................................................................... 7 

2.1.3 Pension contributions ..................................................................................................... 9 

2.1.4 Trading loss relief .......................................................................................................... 10 

2.1.5 Termination payments .................................................................................................. 10 

2.2 Universal Social Charge (USC) ............................................................................................... 12 

2.3 Value Added Tax (VAT).......................................................................................................... 13 

3. Key PRSI and social insurance differences arising from different legal forms ............................. 14 

4. Drivers of legal form selection ..................................................................................................... 16 

4.1 Employed versus self employed ........................................................................................... 17 

4.1.1 Implications of false self-employment .......................................................................... 19 

4.2 Incorporation vs self-employed – prevailing economic factors ............................................ 20 

4.2.1 Interaction of incorporation and determination of employment status ...................... 21 

4.3 Options for improving neutrality in labour form selections ................................................. 21 

5. Proposals for the Commission – Forward looking ....................................................................... 22 

 Summary of tax and PRSI differences ........................................................................... 23 

 Summary of common extraction methods ................................................................... 26 

 Calculation of pension relief ......................................................................................... 27 

 



  Document Reference: 20211203_TaxationofLabourunderDifferentLegalForms_FINAL  

 

3 

1. Introduction 

Discussions by Commission members to date have reflected on the topics of horizontal equity and 

neutrality, highlighting the differing tax treatment that can arise depending on the form of work, 

savings or investment and how these differences may influence economic decisions made by 

individuals. This paper, in tandem with the paper Horizontal equity in the taxation of income and 

capital seeks to facilitate a wider discussion by the Commission regarding to what extent, if any, they 

wish to recommend modifying or removing these differences in the Irish tax code. 

The paper Supporting SMEs and Entrepreneurship, discussed at Meeting 4, noted that an individual 

acting on his or her own account may supply labour through one of several legal forms, including 

operating as a sole trader/contractor, or incorporating and operating through a company structure. 

As noted, an individual’s decision to supply labour in one form over another depends on the personal 

circumstances applicable to them. However, as:  

 the tax treatment of an individual’s income, and  

 the level or PRSI payable and social insurance benefits available, 

can vary depending on the legal form through which labour is provided, the Commission have 

indicated a desire to further explore the tax and social insurance differences which can arise and 

whether such differences are justifiable. 

As has been noted in several briefing papers and in discussions by the Commission, taxes can impact 

on economic activity by distorting choices and ultimately influencing decisions made by individuals 

and businesses with regard to employment, investment, savings and consumption.  

Some of the key principles of tax design at face value appear to support the elimination of distortions:  

 Equity: The concept of horizontal equity suggests that two persons1 with the same income 

should pay the same amount of tax regardless of how that income was generated. 

 Neutrality: relates to the idea that taxes imposed on a particular market should be designed 

in a way that minimises influencing the decisions of buyers and sellers in the market. As such, 

a neutral tax system does not create a bias that could influence a taxpayer to choose one 

course of action over another. Instead, decisions are made based on their economic merits 

rather than being influenced by tax considerations. Mirrlees notes that “in a non-neutral 

system, people have an incentive to devote socially wasteful effort to reducing their tax 

payments by changing the form or substance of their activities”. 

                                                           
1 Person refers to those with legal personality and includes a company in addition to an individual. 
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However tax differences (and social insurance differences) continue to arise depending on the manner 

in which the supply of labour is provided under the Irish tax system. 

As noted in the paper, Horizontal equity in the taxation of income and capital, a fundamental question 

for the Commission is whether they wish to remove all differences within the tax code - in effect, 

redesigning the entire system. However, as also reflected in that paper, such a broad-brush approach 

may conflict with other principles of design.  

Similarly a restructuring of the taxation of labour through different lenses, may conflict with efficiency 

principles or public policy objectives (such as economic growth).  

For example, for non-tax reasons, businesses are often best positioned to grow using a corporate 

structure. This is because limited liability encourages enterprise and investment, subject to certain 

rules. Much grant finance, for example, is only available to companies. The low corporation tax rate 

can also facilitate the growth of new and existing businesses  

Similarly, it is often noted that the criteria for deducting expenses for trades and professions is more 

generous for corporates and the self-employed rather than employees (wholly and exclusively versus 

wholly, exclusively and necessarily). However, it could be argued that this difference is reflective of 

the entrepreneurial risk and expense incurred by these businesses and is a necessary incentive to 

encourage entrepreneurial activity in the State.  

It is also important to consider whether the differences are reflective of the specific circumstances 

applicable to these different legal forms. For example, as noted above, businesses in a growth phase 

typically employ a corporate structure. Tax expenditures relating to growth (R&D credit, SURE & EII2) 

are typically extended to corporates for this reason3. 

However, not all differences can be justified. This paper seeks to examine the tax and social insurance 

treatment applicable to three4 of main legal forms through which labour is supplied by an individual 

being: 

 through an employment relationship (acting as an employee), 

 operating as a self-employed individual, and 

                                                           
2 Discussed in further detail in Policy objectives for supporting SMEs and entrepreneurs at Meeting 7 
3 Anti-avoidance rules are typically also only extended to corporates for this due to the additional tax 
expenditures available and extra potential for socially wasteful activities to reduce tax liabilities.  
4 It is noted that labour can be provided through other legal forms such as an individual participating in a 
partnership. In the main the taxation of partnerships is broadly similar to that of a sole trade (with some key 
exceptions with regard to VAT) and has not been included in the paper for that reason.     
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 incorporation and operation through a company structure (where the individual would 

typically act as a proprietary director for the company), 

so that due consideration can be given to whether some of the key differences in treatment are 

justifiable or if they have undue influence with regard to how an individual supplies labour or, in some 

cases, how a contract provider accepts the supply of that labour. 

What is a proprietary director? 

A “proprietary director” is a director who is the beneficial owner of, or is able to control, more than 

15% of the ordinary share capital of the company. A proprietary director will be required to file an 

income tax return in her or his capacity as a director, irrespective of the fact that PAYE applies to 

payments of salary.  

Where a proprietary director has control over the operations of the company, he/she is treated as 

a self-employed contributor for social protection purposes and Class S PRSI applies.  

 

2. Key tax differences arising under different legal forms 

This section sets out the key tax differences that arising under different taxheads depending on the 

manner in which labour is supplied by an individual being: 

 Income and Corporation tax differences 

 Universal Social Charge differences 

 Value Added Tax differences 

PRSI and social insurance difference are addressed in section 3. 

 

2.1 Income and Corporation Tax differences  

Income and profits derived from labour may be subject to different computational rules under the 

Schedular5 system depending on the legal form through which it was generated.  

                                                           
5 The Schedular system divides income and profits arising into various categories and has its origins in the UK 
income tax system and dates back to 1803. A key feature of the Schedular system was that it ensured no single 
civil servant would know the whole of a taxpayer’s financial situation. 
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Employees are subject to income tax on all “all salaries, fees, wages, perquisites6 or profits whatever 

therefrom” arising from their employment7. The list of taxable items is wide-ranging and can include, 

allowances, benefits-in-kind8, share based payments as well as compensation payments for loss of 

employment.  

Self-employed individuals (also referred to as sole traders) and companies, are subject to income or 

corporation tax, as appropriate on the profits of the trade or profession.  

Passive income such as rental income, is subject to similar assessing rules for both companies and 

individuals (whether employed or self-employed) and, as such, has not been examined in depth in this 

paper. The key differences arising in this space due to differences in legal form relate to: 

 The application of Deposit Interest Retention Tax9 on individuals 

 Irish dividend income being exempt in the hands of Irish resident companies10 

In the case of individuals and employees, income tax is applied on the basis of total taxable 

income/profits. As outlined in the paper entitled Overview of main taxheads and key changes since 

2009, circulated at Meeting 2 the rate of income tax applicable depends on the personal circumstances 

of the individual. Where the individual is: 

 single or otherwise singly assessed, the first €36,800 is subject to a rate of income tax of 20% 

(the standard rate), 

 married/in a civil partnership and jointly or separately assessed, up to €45,80011 of their 

employment income may be subject to the standard rate, or 

 a single, widowed or a surviving civil partner in receipt of the single person child care credit, 

the first €40,800 of their income is subject to the standard rate 

with the balance of their income subject to income tax at 40% (higher rate). 

                                                           
6 Perquisites are usually taken to mean money or something which can be easily be converted into money 
form (e.g. gift vouchers). 
7 Foreign employment not exercised in the State is subject to tax in the State where the employee is both Irish 
resident and Irish domiciled. 
8 Refers to expenses incurred by the employer for the benefit of the employee as well as free use of employer-
owned assets such as company cars. 
9 Differences may also arise in the taxation of holdings of certain investment products 
10 Such income is referred to as franked investment income (FII) 
11 If the individual is the sole income earner in a jointly assessed couple, they may use the full €45,800. If both 
partners earn income, in practice the portion of the band between €36,800 and €45,800 may be used by the 
other partner. 
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For companies, corporation tax is charged on the profits (income and gains) of a body corporate. 

Trading profits are subject to a corporation tax rate of 12.5%. A 25% rate applies to non-

trading/passive corporate income.  

Where an individual incorporates their operations, the money generated by the business is behind the 

corporate veil and the individual will need to extract it in order to use it for personal or other non-

business purposes12.  

Common extraction methods include payment of salary, dividend or the sale of company shares, 

which typically gives rise to an income tax or capital gains tax charge on the individual unless an 

exemption applies. A summary of cash extraction methods and their tax and PRSI impact is set out in 

Appendix 2. 

 

2.1.1 Basic credits 

All individuals (whether self-employed or in employment) are entitled to a basic personal credit, which 

can be deducted against an individual’s employment tax liability. The value of the credit varies 

depending on the personal circumstances of the individual and can be between €1,700 and €3,400, 

with the amount depending on their marital status13 and (in the case of widowed persons or surviving 

civil partners) whether or not they have children. Additional credits may be available in respect of 

other personal circumstances such as whether the individual is a single parent, recently bereaved or 

blind.  

Employees are also entitled to a PAYE employee tax credit of €1,700 (granted on a per individual basis 

not per employment). Self-employed individuals are entitled to an earned income tax credit of €1,700 

on a per individual basis. 

No basic credits are available for companies. 

 

2.1.2 Expenses 

For employees/directors expenses are typically only deductible where they were “wholly, exclusively 

and necessarily” incurred in the performance of the duties of that office or employment14.  This means 

                                                           
12 Where a company is used to generate passive income to avoid individual tax at the higher rate, a close 
company surcharge may apply to bring the tax charge on such income closer to 40%. How effective this charge 
is in practice may be limited.   
13 Where a couple are jointly or separately assessed, a tax credit of €3,300 is shared between both 
spouses/civil partners. 
14 Travel expenses must be necessarily incurred in the performance of the duties of that office or employment 
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they are only deductible where the expense was incurred solely for work purposes and the duties 

could not have been performed without incurring the expense. Generally, the expense that can be 

claimed must be equal to the actual expense incurred. However, in certain circumstances, 

approximations may be used such as in the case of: 

 travel and subsistence expenditure, which can be claimed based on Civil Service rates 

 employees working on sites 

 flat rate expenses15 for specific employments 

 expenses incurred when working from home 

Qualifying employee expenses may be reimbursed by the employer without deduction of tax rather 

than by way of the employee making a claim. Where non-qualifying expenses are reimbursed, a 

benefit-in-kind charge may arise16.  

Where a self-employed individual or company incurs expenses in the course of their trade or 

profession, these may be deducted where they are incurred “wholly and exclusively” for the purposes 

of that trade or profession. This means the expense must have been incurred for the benefit of the 

trade, but the expense may remain deductible where the duties could have been performed without 

incurring the expense17.  

Approximations often may not be used in the case of self-employed individuals18. However, where an 

individual self-incorporates, they may use approximations by virtue of becoming an office-holder in 

their own business. Such individuals may also choose to reimburse qualifying expenses19. 

Where a self-employed individual or company incurs capital expenditure, relief may be granted in the 

form of capital allowances where the capital item is employed in the trade of the company or business.  

Where an individual is self-employed, the profits of the business in a period represent profits earned 

by that individual in that period. As such, the individual cannot reduce their taxable profit by way of 

                                                           
15 Flat-rate expenses are intended to cover the cost of necessary employee equipment such as tools, uniforms 
and stationery. A list of flat rate expenses is available here. 
16 Certain benefits provided may be exempt benefits-in-kind including the provision of travel passes, employer 
pension contributions and the provision of canteen facilities 
17 For example, a sole trader may have purchased uniforms for his staff to wear when performing their duties - 
The uniforms strengthen brand awareness and help customers identify staff. As such, they are clearly for the 
benefit of the trade and deductible even though the employees may be able to perform their duties without 
them. 
18 “It is important to note that Revenue will not accept deductions for travel or subsistence expenses of sole 
traders based on the civil service rates.“ Tax and Duty Manual - 04-10-01 - Travel Expenses: When are they 
wholly & exclusively for the purposes of the trade? 
19 Where a benefit provided is exempt from tax, it typically can also be reimbursed to an owner-manager free 
from tax in their capacity as director. 

https://www.revenue.ie/en/personal-tax-credits-reliefs-and-exemptions/documents/flat-rate-expenses.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-04/04-10-01.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-04/04-10-01.pdf
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personal salary or other drawings or private expenditure and as such, these amounts are not 

deductible expenses for income tax purposes. Conversely, if an individual incorporates their business, 

salary and drawings no longer represent profit of the company and may be deducted. Such amounts 

then become taxable salary in the hands of the recipient. 

 

2.1.3 Pension contributions 

An individual20 may reduce their taxable income in a year by making a deductible pension contribution 

to an approved pension scheme21.  The maximum deduction available is dependent on the age and 

the net relevant earnings (NRE)22 of the individual – with a larger deductible amount available for older 

individuals and those with higher NREs, subject to a cap of €115,000. Further detail on this calculation 

is set out in Appendix 3. 

Where an individual is employed or a director, their employer may opt to make a pension contribution 

on their behalf. No benefit-in-kind charge tax arises on a contribution made by an employer of any 

amount, except where the pension contribution is made to a Personal RSA23. The employer can deduct 

any pension contributions made from taxable profits as expenses incurred for the benefit of their 

employees/directors.  

As such, a self-employed individual may wish to self-incorporate to maximise their pension 

contribution as their company could make contributions for them in their role as office holder without 

a contribution cap or a benefit-in-kind charge arising24. Any attempt to address anomalies arising in 

this space should consider relevant public policy objectives e.g. the desirability of individuals having 

adequate funding for retirement. The topic of pensions will be re-visited in a future paper to be 

presented at meeting 13 on 17 December 2021. 

 

                                                           
20 Husbands and wives are treated separately irrespective of how they are assessed for tax purposes. 
21 A retirement benefit scheme approved by the Revenue Commissioners under the Taxes Consolidation Act 
(1997) which is exempt from both income tax and capital gains tax by way of the TCA. 
22 “Net relevant earnings” are earnings from trades, professions and non-pensionable employments, less, in 
the case of trades and professions, certain payments and deductions.  
23 Where an employer contribution is made to a PRSA, the contribution is treated as if it was made by the 
employee and no charge to income tax arises where the contribution is lower than the employee contribution 
limit for the year. 
24 Although no benefit-in-kind arises, the Standard Fund Threshold seeks to act as a deterrent to overly large 
contributions. 
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2.1.4 Trading loss relief 

Self-employed individuals and companies may incur losses in the course of their trading activities. 

Employees cannot incur employment losses. 

Self-employed individuals who incur trading losses may choose to offset that loss against other income 

they have earned that year such as income from another employment or passive income. If jointly 

assessed, they may elect to offset the loss against the income of their spouse or civil partner for that 

year. Where they cannot use the losses in the year, they may be carried forward and set against future 

profits of the trade that gave rise to the loss only. The losses cannot be carried back25 except where 

the trade has ceased – in the case of permanent cessation, any trading losses arising in the final 12 

months, may be carried back against trading profits arising in that activity in the preceding 3 years. 

A company may offset its trading losses against other profits earned by that company in the year (such 

as income from another trade or passive income26). Excess losses may be carried back and set against 

profits earned in the prior year in the same manner. Any remaining loss may be carried forward 

indefinitely against income from the same trade. The terminal loss applicable to the self-employed 

also apply to trading companies.  

Where an individual self-incorporates, the corporate losses cannot be offset against any income 

arising to that individual outside of the company.  

 

2.1.5 Termination payments 

Employees have a number of rights and entitlements that the self-employed do not enjoy including 

the right to statutory redundancy payments (See section 4 for further detail on employee 

entitlements). Such statutory payments are exempt from income tax27.  

Where an employee receives a non-statutory termination payment, its tax treatment is dependent on 

whether the payment is contractual or not.  

 Where such payment is contractual: The payment is subject to income tax in the same way as 

salary28.  

                                                           
25 As an emergency measure one-off measure, on foot of the pandemic, a self-employed person is entitled 
offset losses incurred between 1 January 2020 and 31 December 2020 against profits from 2019. 
26 As trading loss of, say, €100 can only reduce tax payable on trading activities by €12.50 (100 x 12.5%), the 
loss is adjusted when set against passive income to cap the reduction of taxable profits at €12.50 
27 Section 203 TCA 1997 – such payments are also exempt from USC and PRSI. 
28 In addition to PRSI and USC 
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 Where such payment is not-contractual (an ex-gratia payment): The payments are generally29 

deemed to be subject to income tax and USC, however a number of income tax reliefs exist 

that can reduce the amount of the payment subject to income tax by between €10,765 and 

€200,000. Where such a relief applies, PRSI (both employee and employer) does not apply to 

the payment made. 

In the case of a self-employed individual, no such termination payments can be paid in the first 

instance as the individual is not an employee. 

Where an individual self-incorporates, they are not typically entitled to statutory redundancy as they 

are considered self-employed30. However, the company may be able to make an ex-gratia payment to 

the individual in their capacity as an office holder. This can be an effective way for smaller companies 

to cheaply extract cash as such payments, if structured correctly, are only subject to USC. 

A question arises here as to whether the existing tax reliefs available in respect of these termination 

payments remain fit for purpose for the following reasons: 

 Termination payment rules (and corresponding reliefs) were first introduced in 1964 and pre-

date redundancy legislation, which was first introduced in 1967. As such, there are now two 

income tax-free payments potentially available in a redundancy situation. 

 Where salary payments are maximised in the final years of employment, it is possible for 

higher paid individuals to receive a both the maximum lump sum available on termination 

being €200,000, and a further lump sum of up to €200,000 from pension can be received free 

of income tax or PRSI.31 The degree to which this happens in practice is unknown as tax 

expenditure data is not available for either lump sum payment.  

 An employee or an office holder may be in a position to opt to waive their pension lump sum 

in order to receive a higher tax-free termination payment and a higher pension in the longer 

term. 

 The self-employed do not have access to this type of relief in addition to pension lump sums 

when exiting their business32. 

                                                           
29 Termination payments arising from disability or the death of the employee or office holder are fully exempt 
up to €200,000 
30 Redundancy entitlement is linked to PRSI class – individuals who self-incorporate are typically Class S 
contributors due to their status as proprietary directors where they retain control of the company. 
31It appears that the tax-free value of a termination payment was intended to be reduced by the value of the 
pension lump sum, however this is not always the case due to issues arising from the formula and its 
interactions with pensions’ legislation. Further detail can be provided by the Secretariat on this matter if 
required. 
32 Notwithstanding the availability of capital reliefs such as retirement relief on the sale of business assets 



  Document Reference: 20211203_TaxationofLabourunderDifferentLegalForms_FINAL  

 

12 

2.2 Universal Social Charge (USC) 

As noted in Overview of main taxheads and key changes since 2009 where an individual (whether 

acting as an employee or self-employed) has aggregate income of €13,000 in a year (€250 per week), 

USC applies.  

Aggregate income consists of all emoluments subject to PAYE as well as income from all other sources. 

The definition is wide-ranging and includes income from sources that are exempt for income tax 

purposes33. Items which are deductible in calculating income for income tax purposes (such as pension 

contributions, health expenses and passive capital allowances and losses) are not deductible in 

calculating income liable to USC. However employees and the self-employed can deduct any ordinary 

trading or employment expenses and allowances (in the case of the self-employed). 

USC specifically does not apply to income arising from social welfare payments or any deposit interest 

amounts that were subject to Deposit Interest Retention Tax (DIRT). 

Where USC applies, the following rates apply34: 

Table 1: USC Rates 

Income Rate 

First €12,012 0.5% 

Next €9,283 2% 

Next €48,749 4.5% 

Balance 8% 

Source: Finance Bill 2021 

 

Where an individual has non-employment income (self-employed or passive income) in excess of 

€100,000, a further 3% USC surcharge applies to that non-employment income35.  

It should be noted that where an individual has income in excess of €100,000, but it arises from 

multiple sources, the surcharge 

 will not apply unless the non-employment portion of their income is greater than €100,000, 

and 

                                                           
33 Including artist’s exemption and income from woodlands 
34 Where an individual’s aggregate income is €60,000 or less and the individual is either over 70 or entitled to a 
full medical card, reduced USC rates apply. 
35 Although this is typically referred to as a surcharge on non-PAYE income, tax on share option gains is also 
outside of the scope of the charge as such gains are treated as employment income even though PAYE does 
not apply. 
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 shall only apply to their non-employment income irrespective of the level of employment 

income of the individual. 

The surcharge is often referred to as a tax on the self-employed but in practice its application can be 

broader as it applies to all with passive income above the €100,000 threshold. It also applies to income 

arising from certain foreign employments36. In practice, the surcharge only applies to the 0.5% of 

taxpayer units and generates about €65m annually37.  

  

2.3 Value Added Tax (VAT) 

Self-Employed persons and companies have administrative responsibilities including the requirement 

to register for and file VAT returns where their turnover from certain activities exceeds certain 

thresholds. Employees do not have this requirement.  

The most relevant thresholds are set out below38: 

 €37,500 in the case of supplying services 

 €75,000 in the case of supplying goods39 

 €10,000 where a person provides goods or services to another Member State (such as mail 

order goods or services or electronically supplied services) 

Self-employed individuals and companies may opt to register for VAT even where they are not obliged 

to do so. Although this typically requires a person to pay and file returns on a bi-monthly40 basis, VAT 

registration also allows for the reclaim of any VAT costs incurred in carrying out their duties or business 

activities41.  

The Secretariat paper Value-Added Tax has more information on the topic of VAT.  

 

                                                           
36 Employments not exercised in the State but where the employee is both Irish resident and Irish domiciled 
37 Per Revenue Statistics and Economic Research Branch – 2018 data latest available 
38 Other thresholds might apply where the person acquires goods and services from abroad. 
39 Where a person supplies a mix of goods and services, the €75,000 generally applies where 90% of the sales 
are from goods 
40 Smaller companies may be able to file less regularly 
41 As long as such duties or business activities are not VAT exempt services.  
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3. Key PRSI and social insurance differences arising from different 

legal forms 

As noted in the Secretariat paper Social insurance – design questions, operation, financing and 

sustainability, discussed in Meeting 10, the charge to PRSI may, have an effect on the legal form 

through which labour is supplied by an individual. This arises due to the disparity between the rate of 

PRSI charged on self-employed income and the combined rates charged on employers and employees. 

The majority of employees are subject to Class A PRSI on their employment income. PRSI is assessed 

on a weekly, individual basis. As outlined in previous papers, the applicable rates are based on an 

employee’s weekly earnings: 

Table 2: Class A Employee PRSI rates 

Employee’s Weekly Earnings Applicable Rate 

€352 or less 0% 

Greater than €352 4% 

Source: PRSI Class A Rates, Department of Social Protection 

 

As noted in the paper How the taxation and welfare systems interact to facilitate employment 

discussed at Meeting 4, where an employee’s income is between €352 and €424, a tapering credit  is 

available to alleviate the impact of the step effect arising from the application of PRSI to total weekly 

earnings once they exceed €352. Apart from this tapering credit, an employee cannot reduce their 

PRSI-able employment income or final PRSI charge thereon by way of deduction (such as relief for 

expenses or pension contributions) or credit. Employees are also typically not subject to PRSI on their 

deposit interest42. 

Employers are required to make employers PRSI contributions in respect of their employees, these 

payments are based on the weekly earnings of the employees. 

Table 3: Employer PRSI rates 

Employee’s Weekly Earnings Applicable Rate 

€410 or less 8.8% 

Greater than €410 11.05% 

Source: PRSI Class A Rates, Department of Social Protection 

                                                           
42 Employee deposit interest is taxed through the DIRT system – Class K PRSI of 4% may apply to an employee’s 
passive income in a year where it exceeds €5,000. No social welfare benefits accrue in exchange for this 
payment. 

https://www.gov.ie/en/publication/ffa563-prsi-class-a-rates/
https://www.gov.ie/en/publication/ffa563-prsi-class-a-rates/
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An employee’s benefits are not affected by the level of employer’s PRSI rate paid by their employer. 

Employers can reduce the PRSI they pay in respect of the employee by providing certain non-monetary 

emoluments. Where an employer chooses to make a pension contribution on behalf of, or a 

termination or share based payment to an employee, no employer’s PRSI on that payment arises.   

As noted in the paper Employment Disincentives, discussed in Meeting 10, a step effect arises with 

regard to employer’s PRSI as an employee’s weekly earnings increases.  

Self-employed individuals pay Class S PRSI where their reckonable income exceeds €5,000. This is 

generally gross income43 less allowable expenses and capital allowances, but before pension 

contributions. The applicable rate is 4% of reckonable income, or €500, whichever is greater. Where 

an individual self-incorporates and become an officer of their incorporated business, they typically 

remain self-employed for PRSI purposes and the self-employed rate of 4% continues to apply. 

Employees (and their employers) and self-employed individuals no longer have to make PRSI 

payments once they turn 66 irrespective of their income level.  

PRSI required to be paid by and on behalf of employees versus PRSI required to be paid by the self-

employed can differ by up to 11.05% when employers’ PRSI is taken into account. However, the 

difference in social benefits available is limited – with self-employed contributors now receiving 

approx. 93% of the benefits available to employees.44 A 2017 Eurofound45 study did indicate that up 

to 49% of Irish self-employed individuals would not be financially secure in the case of long-term 

illness. Invalidity pension has since been extended to the self-employed, but illness benefit has not. 

It is possible that the requirement to pay employers PRSI influences the manner in which a 

person chooses to receive labour46,47. 

Where an employee or a self-employed individual is not required to pay PRSI in a period, they may 

wish to make a voluntary contribution to maintain their contribution record in respect of the following 

benefits: 

 State Pension (Contributory)

 Widow’s, Widower’s or Surviving Civil Partner's (Contributory) Pension

43 Both trading and passive income 
44 The additional benefits available to Class A employees generally relate to carers payments, and occupational 
health and injury benefits. 
45 Exploring self-employment in the European Union, Eurofound (2017) 
46 As has been noted in the paper Employment Disincentives, discussed in Meeting 10, the step effect on 
employer’s PRSI affects can affect the number of hours of work offered by employers. 
47 It should be noted that it is a criminal offence under Section 252 of the Social Welfare Consolidation Act 
2005 for an employer to knowingly and falsely classify a person as being self-employed, subject to a penalty on 
conviction of up to three years’ imprisonment. 

https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef1718en.pdf
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 Guardian’s Payment (Contributory) 

However, the voluntary rate required to be paid by each category is different despite the available 

benefits being the same: 

Table 4: PRSI Voluntary Contribution Requirements 

PRSI Class Voluntary Payment Required 

Class A Employee 6.6% of reckonable income in the previous tax 
year, subject to a minimum payment of €500. 

Class S Self-Employed €500 in all circumstances 

Source: Operational Guidelines: PRSI - PRSI Voluntary Contributions 

 

4. Drivers of legal form selection 

As already outlined in this paper, how an individual provides labour can give rise to a number of 

differences including differences in tax treatment as well social insurance obligations and 

entitlements. 

In addition to this, employees benefit from a number of legal rights and protections to ensure their 

working environments meet a minimum adequate standard. Such rights and protections relate to a 

diverse range of topics and themes such as working time, holidays, maternity/paternal leave, and 

protection from unfair dismissal. A self-employed person or a person who self-incorporates will 

typically not have these rights and protections as they are responsible for providing and managing 

their own workplaces48 and as such have more freedom to carry out their operations in a manner 

more appropriate for them.  

However, differences in how an individual supplies labour should be driven by two key factors: 

 the nature of the contract in place between the individual supplying labour and the person 

providing the contract - this determines whether or not the individual is an employee 

 (where the person is not an employee) whether there is genuine economic merit in the 

individual incorporating. 

In practice these factors are not absolute; determining whether or not an employment contract is in 

place can be ambiguous and both parties to a labour contract will give likely due consideration to the 

economic impact of their tax and social insurance obligations when deciding how labour should be 

                                                           
48 It should be noted that a self-employed person is entitled to avail of the protections provided by the 
Employment Equality Acts once s/he has a contract to execute any work or service in a personal capacity for 
the other person. 

https://www.gov.ie/en/publication/47cee2-operational-guidelines-prsi-prsi-voluntary-contributions/
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supplied. This can ultimately result in the tax and social insurance differences outlined in this paper 

becoming a factor when determining the form through which labour should be supplied. 

 

4.1 Employed versus self employed 

This section discusses this point with regard to employer and self-employed relationships only.49  

An individual may provide labour in either of the following forms: 

 to an employer as an employee by way of a contract of service, or  

 to an individual as an independent contractor/self-employed person by way of a contract for 

service.  

Certain factors have to be considered when deciding if a worker is an employee or is self-employed. 

These have evolved from case law and are set out in the Code of Practice for Determining Employment 

Status50. The five main factors are set out below. What is key in applying these factors is what happens 

in practice, not what may be written in the labour contract.   

Table 5: Key factors in determining employment status 

Factor Consideration 

Mutuality of 
obligation 

Is there an obligation on an employer to provide work to an employee 
and a corresponding obligation on the employee to perform the work? 
Without this obligation, an employment contract cannot exist. 

Substitution Does the worker have the right to send a substitute if they are either 
absent, unable or unwilling to do all or part of the work? Who engages 
and pays the substitute? 

Enterprise test Is the worker exposed to financial risk? Do they have the capacity to 
make a profit through effort, efficiency or entrepreneurial flair? Are in 
business on their own account? 

Integration 

 

Is the worker’s role  integral to the operation of the business (employee) 
or do they carry out work that is peripheral or accessory to it (indicative 
of an self-employed/independent contractor relationship)? 

Control Does the contract payer have the ability, authority, or right of a payer to 
exercise control over the worker regarding what work should be done, 
as well as how, when, and where it should be done?51 

                                                           
49 An individual who incorporates should be providing labour under the same type of contract as a self-
employed individual. In practice this is not always the case. 
50 This code was first introduced in 2001 by the Employment Status Group which was established due to 
growing concerns that increasing numbers of individuals were being incorrectly categorised. It was further 
updated in 2007 by the Hidden Economy Monitoring Group and in 2021 by an interdepartmental working 
group comprising the Department of Social Protection, the Office of the Revenue Commissioners and the 
Workplace Relations Commission (WRC). 
51 The control of a payer over the worker is more relevant than the control a payer has over the end result of a 
product or service purchased. 

https://www.revenue.ie/en/self-assessment-and-self-employment/documents/code-of-practice-on-employment-status.pdf
https://www.revenue.ie/en/self-assessment-and-self-employment/documents/code-of-practice-on-employment-status.pdf
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No single factor is determinative and many genuine employees, will likely not meet all of the criteria 

of employment. As such, although it can often be clear where an individual is acting as an employee 

or a self-employed individual (for example where an individual works independently as a solicitor for 

multiple clients versus being engaged as a full time employee by a legal practice), in practice, 

application of the code (and supporting case law) in this space can be a grey area – and it can fall to 

the courts to determine the nature of the relationship.  

The emergence and rapid growth of sharing and gig economy platforms (such as Airbnb and Uber) has 

further driven ambiguity in this space as such platform providers often advise the service providers 

that they are self-employed – however, where this relationship has been challenged in the courts, it 

is often concluded to be an employment relationship5253. 

Although the updated code for 2021 provided greater clarity on the tests actually required to 

determine employment status, it does not address the underlying issue of the ambiguities that exist 

in applying these tests. The code also states that the determination of employment status by one 

statutory body would not be determinative for one-another54.  

Who determines employment status? 

There are different statutory bodies in place that make determinations on the employment status 

of an individual for the purpose of social insurance, tax and employment rights. These bodies are: 

 Scope Section in the Department of Social Protection (social insurance) 

 The Office of the Revenue Commissioners (tax) 

 The adjudication service of the Workplace Relations Commission (rights) 

Although the current Code of Practice in Determining Employment Status was designed in tandem 

by these 3 bodies, no mechanism currently exists to either:  

 facilitate either a mutual agreement with regard to employment status, or  

 address any underlying issues which may prevent such mutual agreement.   

 

                                                           
52 Uber drivers are employees, not contractors, says Dutch court, RTE (2021) 
53 Uber drivers are workers not self-employed, Supreme Court rules, BBC (2021) 
54 The previous iteration of the code noted a determination by one body would be persuasive but not 
determinative. The reference to persuasiveness has been withdrawn in the 2021 edition. 

https://www.rte.ie/news/business/2021/0913/1246528-uber-drivers-are-employees-says-dutch-court/
https://www.bbc.com/news/business-56123668
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A question arises as to whether the determining employment status is too complicated or arbitrary. 

As such, it may be possible for both parties to a contract to reach incorrect conclusions as to the 

employment status of the worker, whether through error or deliberate action.  

A worker may be dependent on the money arising from the contract and not in a position to challenge 

the payer’s view on the employment relationship and may also trust that the contract provider has 

completed the necessary due diligence with regard to the contract. A 2017 study by the European 

Foundation found that over a tenth of the self-employed in Ireland are dependent, much more likely 

to be relying on one client, have low autonomy over their work, and are more likely to be low paid55. 

A recent report on bogus self-employment also identified that approx. 12% of Ireland’s workforce are 

classified as self-employed with no employees56. 

The Joint Committee on Social Protection, Community and Rural Development recently recommended 

that a standard definition of the word ‘employee’ is developed and applied to all pieces of 

employment legislation57, but this has not yet been achieved. 

 

4.1.1 Implications of false self-employment 

False self-employment is a term used to describe a situation where a worker, who should be treated 

as an employee is treated as if they are self-employed by their employer. Where this happens, there 

can be a number of adverse consequences for the employee as well as the State: 

 Social protection issues: Where an individual is misclassified as self-employed, no employer’s 

PRSI contribution is paid, resulting in a significant loss to the Social Insurance Fund.  

 Employment rights issues: Individuals who are classed as self-employed do not have access to 

the same rights (leave, redundancy etc.) and minimum workplace standards that they would 

have had they been classified as employees.  

 Taxation issues: The employee acquires the administrative burden of paying and filing taxes 

by way of the self-assessment system. This increased burden may give rise to filing errors, 

either deliberate or intentional, which in turn increases the administrative burden for 

Revenue. Employees are typically subject to more stringent rules with regard to claiming 

expenses for income tax purposes and a loss of tax revenue may arise if expenses are if the 

                                                           
55 Exploring Self-Employment in the European Union, Eurofound (2017) 
56 Joint Committee on Social Protection, Community and Rural Development, and the Islands Report – 
Examination of Bogus Self-Employment, (2021) 
57 Joint Committee on Social Protection, Community and Rural Development and the Islands publishes ‘Bogus 
Self-Employment’ report 

https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef1718en.pdf
http://data.oireachtas.ie/ie/oireachtas/committee/dail/33/joint_committee_on_social_protection_community_and_rural_development_and_the_islands/reports/2021/2021-06-16_report-on-examination-of-bogus-self-employment_en.pdf
http://data.oireachtas.ie/ie/oireachtas/committee/dail/33/joint_committee_on_social_protection_community_and_rural_development_and_the_islands/reports/2021/2021-06-16_report-on-examination-of-bogus-self-employment_en.pdf
https://www.oireachtas.ie/en/press-centre/press-releases/20210616-joint-committee-on-social-protection-community-and-rural-development-and-the-islands-publishes-bogus-self-employment-report/
https://www.oireachtas.ie/en/press-centre/press-releases/20210616-joint-committee-on-social-protection-community-and-rural-development-and-the-islands-publishes-bogus-self-employment-report/
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expenses are incorrectly claimed. The application of the USC surcharge is too narrow to 

address this gap. 

Further taxation issues may arise where the individual’s relationship with a contract provider is in the 

nature of employment, but the employee chooses to self-incorporate their operation (see section 4.2 

for further information).  

The Joint Committee on Social Protection, Community and Rural Development recently recommended 

the development of a framework for collecting data on areas of employment where there is a potential 

or known risk of bogus self-employment in the medium to long-term58. The development of such a 

framework could be supplemented with the introduction of a withholding tax requirement for 

contract providers in sectors where a perceived risk arises.  

 

4.2 Incorporation vs self-employed – prevailing economic factors 

An individual who is not an employee may choose to operate as a self-employed individual or to 

incorporate. There are a number of bona fide business reasons why an individual may choose to 

operate in one manner over another: 

Reasons why an individual may incorporate: 

 Limited liability protection: Where an individual incorporates, the individual’s personal 

financial liability is typically limited to the value of their investment in the company. 

 Growth: It is often preferable to grow a business using a corporate structure as it can be 

difficult to attract outside investment or otherwise raise finance using non-corporate 

structures.  

Reasons why an individual may remain a sole trader: 

 Flexibility and simplicity: A sole trade has no requirement to file accounts or other 

documentation with the Companies Registration Office (CRO) and typically incurs low 

professional costs. An individual does not need to operate payroll on their own salary and 

drawings as such amounts form part of their taxable profits for income tax purposes.  

 Direct ownership of assets: As company is a separate legal entity, its assets are not be directly 

held by shareholders. Cash generated by the company must be extracted from the company 

if the shareholders want to use it personally, which may also give rise to tax issues. 

                                                           
58 Joint Committee on Social Protection, Community and Rural Development and the Islands publishes ‘Bogus 
Self-Employment’ report 

https://www.oireachtas.ie/en/press-centre/press-releases/20210616-joint-committee-on-social-protection-community-and-rural-development-and-the-islands-publishes-bogus-self-employment-report/
https://www.oireachtas.ie/en/press-centre/press-releases/20210616-joint-committee-on-social-protection-community-and-rural-development-and-the-islands-publishes-bogus-self-employment-report/
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In practice, tax differences can also be a factor in deciding whether or not to incorporate. Sometimes 

the differences arising are reflective of the change in legal form such as access to growth based 

expenditures upon transfer of the business operation to a vehicle more suited to the growth phase of 

a business. Similarly, the restriction on the use of losses against other personal income on 

incorporation is reflective of the individual’s choice to introduce a corporate veil to their business. The 

rationale for other differences may be less clear, such as those relating to pension contributions, 

termination payments and ability to reimburse qualifying expenses.  

As the setup of small companies has become increasingly commodified in recent years, the 

administrative burden of incorporation has lessened somewhat – as such, tax may become a greater 

factor in the incorporation decision. 

 

4.2.1 Interaction of incorporation and determination of employment status 

Where a company enters into a contract which would likely be an employment contract if the person 

was acting as a self-employed individual59, there is no mechanism to pierce the corporate veil and look 

at the bona fides of the relationship between the two parties. As such the tax, social insurance and 

rights gaps noted in 4.1.1 can become permanent.  

The UK introduced “off-payroll” rules to address this type of scenario, as well as relationships between 

the self-employed and contract providers. These require the labour contract to be examined, and the 

contractor to be subject to employment taxation where an employment contract exists, irrespective 

of how the worker has organised themselves. These rules have come under significant criticism in the 

UK as they required the (often small) company contractor to assess its own employment status. These 

rules were relaunched in April 2021, and now place the responsibility for determining status squarely 

on the potential “employer” of the contract in scenarios where the “employer” is either a public 

authority60 or a medium or large company61.  

 

4.3 Options for improving neutrality in labour form selections 

Tax and social insurance neutrality in the supply of labour can be addressed with one of two levers: 

 eliminating the differences that exist insofar as possible, or 

                                                           
59 For example, a self-incorporated individual entering into a contract to provide 40 hours of weekly work at 
the site of and under the direction of the contract provider 
60 These revamped rules were originally applied to public authority employers in 2017 
61 Responsibility remains with the contractor where the “employer” is small 
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 introducing rules to prevent the exploitation of any differences that are determined to serve 

a clear economic or policy purpose. 

As the determination of employment status can be ambiguous, the elimination of tax and social 

insurance differences, wherever possible, is desirable as this removes any bias that could influence 

workers or contract providers to seek to supply or receive labour through one legal form over the 

other. This also improves the level of horizontal equity as how an individual provides labour becomes 

less of a factor in how they are subject to tax or social insurance.  

In practice, however, not all differences can be removed. There can be many factors which can require 

tax differences to exist. For example, if public policy goals wish to encourage entrepreneurship and 

growth, certain differences may need to be maintained to ensure that entrepreneurial risk is 

supported and maintained in society. What becomes key then is ensuring those differences are 

protected from exploitation.  

 

5. Proposals for the Commission – Forward looking 

The Commission may wish to consider the following: 

 Do existing differences in the tax and social insurance treatment of different legal forms of 

labour cause undue influence in how individuals supply labour? 

o To what degree should these differences be eliminated entirely? Are there any 

differences that should be partially eliminated? 

o To what degree are the existing differences necessary and reflective of the anticipated 

economic realities of the different legal forms? What steps can be taken to prevent 

exploitation of these differences? 

 Does the manner in which employment status is determined need further consideration by 

the relevant bodies? 
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 Summary of tax and PRSI differences 

Summary of tax and PRSI differences applicable to a single individual age 27 (with no passive 
income) who earns €40,000 from the supply of their labour annually in 2022 

Legal Form 

 Employee Self-Employed Company 

Category of 
Income 

Income Tax Schedule E Income Tax Case I/II Corporation Tax Case 
I/II 

Basis of 
Assessment 

Deduction at Source 
(PAYE) 

Self-Assessment Self-Assessment 

Rate €36,800 @ 20% 
€3,200 @ 40% 

€36,800 @ 20% 
€3,200 @ 40% 

12.5% on all Trading 
Profit62 

Basic Credits Single Person Tax 
Credit €1,700 
PAYE Credit €1,700 

Single Person Tax Credit 
€1,700 
Earned Income Tax 
Credit  €1,700 

N/A 

Expenses Yes, if wholly, 
exclusively and 
necessarily incurred in 
performance of duties 
 
Certain expenses can 
be approximated 

Yes, if wholly and 
exclusively incurred in 
course of the trade 
 
No approximations 
available 

Yes, if wholly and 
exclusively incurred in 
course of trade 
 
If owner/manager self-
incorporates, 
employee expense 
rules apply 

Pension 
Contributions63 

Can make personal 
contribution up to 
€6,000 (i.e. 15% of 
€40,000) 

 

Employer can make 
uncapped contribution 
to qualifying pension 

Can make personal 
contribution up to 
€6,000 (i.e. 15% of 
€40,000) 

Owner/manager can 
make uncapped 
contribution without 
application of payroll 
taxes or employer's 
PRSI 

Loss Relief N/A Losses incurred may be 
set off against other 
income of the individual 
 
Remainder may be 
carried forward against 
income of the same 
trade. 

Losses incurred may be 
set off: 
-first against current 
year income 
-then against prior year 
income 
-then carried forward 
for use against income 
of the same trade 

                                                           
62 Different taxes may apply  
63 See Appendix 3 for information on how to calculate the allowable contribution 
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Legal Form 

 Employee Self-Employed Company 

Termination Statutory redundancy 
available 

 

Employer can make 
ex. gratia termination 
payment subject to 
relief 

No statutory 
redundancy available 

 

No ex. gratia 
termination payment 
can be received 

No statutory 
redundancy available 

 

Company can make ex. 
gratia termination 
payment subject to 
relief 

 

PRSI on Labour 
Income 

Class A PRSI applies Class S PRSI applies No PRSI applies to 
company 

 
Class S PRSI applies to 
owner/manager 

Rate 4% as weekly income 
greater than €352 

4% as annual reckonable 
income is greater than 
€12,500 

Owner/Manager rates: 

 

4% where extraction is 
over €12,500 as annual 
reckonable income is 
above threshold 

Credits No credit available as 
weekly income above 
€424 

N/A Owner/Manager 
credits: 

 

N/A 

Employers' PRSI 11.05% as weekly 
income greater than 
€410 

N/A Owner/Manager rates: 

 

N/A 

Voluntary 
Contribution 
(where applicable) 

Not required to keep 
benefit record in this 
period 

Not required to keep 
benefit record in this 
period 

Not required to keep 
benefit record in this 
period assuming PRSI 
due in period 

 

USC Applicable as 
aggregate income is 
€13,000 or greater 

Applicable as aggregate 
income is €13,000 or 
greater 

N/A for companies 
 

USC should apply to 
payments extracted by 
an owner manager 
where their aggregate 
income is €13,000 or 
greater 
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Legal Form 

 Employee Self-Employed Company 

Applicable Rate 0.5% on first €12,012 
2% on next €9,283 
Balance @ 8% 

0.5% on first €12,012 
2% on next €9,283 
Balance @ 8% 
 
3% surcharge will not 
apply as income below 
€100,000 

Employment rates 
apply to extractions of 
emoluments 
 
Other rules apply 
depending on method 
of extraction such as 
dividends etc. 

VAT N/A to employees Must register as 
turnover from services is 
over €37,500  
 
 

Must register as 
turnover from services 
is over €37,500 
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 Summary of common extraction methods 

Table 6: Summary of common extraction methods 

Method Tax treatment 

Payment of salary  Recipient subject to employment (PAYE) on the salary payment. PRSI 
and USC apply 

 Company can deduct salary payment from taxable profits for CT 
purposes  

Payment of dividend  Recipient subject to income tax on the dividend at their marginal 
rate on their passive income. PRSI and USC apply 

 Company cannot deduct dividend payment from taxable profits for 
CT purposes as dividends are paid out of after-tax income 

Sale of shares  Recipient subject to CGT at 33% on gain from sale of shares. PRSI 
and USC do not apply to gain 

 No impact on taxable profits for CT 

Share buyback  Can be the same as sale of shares 

 However anti-avoidance rules apply (which should generally be 
applicable in smaller owner-managed companies) which require a 
share buyback to be recast as a dividend payment when the buyback 
is not entered into for bona fide business purposes but for the 
purposes of income extraction instead 

Pension contribution  No charge to income tax applies to recipient where company 
contribution is made by an approved occupational scheme. 
Contribution is exempt from PRSI also, but not USC.  

 Company can deduct the contribution in the same manner as salary  

Ex. gratia payment  Employment tax can apply, but no charge to tax applies to recipient 
where ex gratia relief is available. Payment is exempt from PRSI also, 
but not USC. 

 Company can deduct the contribution in the same manner as salary 
Source: Compiled by Secretariat 
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 Calculation of pension relief 

Table 7: Individual pension contribution caps 

Age Maximum Relief for Employee Contribution 

Up to 29 15% of NRE up to €115,000 

30-39 20% of NRE up to €115,000 

40-49 25% of NRE up to €115,000 

50-54 30% of NRE up to €115,000 

55-59 35% of NRE up to €115,000 

60+ 40% of NRE up to €115,000 

Source: Part 30 of the Taxes Consolidation Act 1997 

 

Application of table to examples: 

 where 2 individuals are both aged 27, but Individual A has earnings of €20,000 in a year and 

Individual B has earnings of €25,000, the maximum deductible contribution Individual A can 

make is €3,000 (€20,000 *15%) and Individual B can make is €3,750 (€25,000 *15%) 

 where 2 individuals both earn €35,000, but Individual C is 29 and Individual D is 53, the 

maximum deductible contribution Individual C can make is €5,250 (€35,000 *15%) and 

Individual D can make is €10,500 (€35,000 * 30%) 

 where 2 individuals are both aged 65, but Individual E has earnings of €115,000 in a year and 

Individual F has earnings of €120,000, the maximum deductible contribution for both 

individuals is €34,500 (€115,000 * 40%) as the NRE cap has kicked in for F. 

 

 


