Common Period Rule 
Regulations made under S178 FA 1989 prescribe the rates of both late payment interest (LPI) and repayment interest (RPI).  The rate of RPI is less than the interest rate on payments of overdue tax.

The rate for RPI is less than that for LPI because the rate for charging a company interest is set in line with the average market cost of borrowing.  It is calculated net of CT at the small companies' rate.  The rate for paying interest to a company is set in line with the average market return on deposits net of CT at the full CT rate.

Common periods: repayment and late payment interest

The computer normally calculates any RPI due automatically and includes it in any reallocation or repayment made.  This applies whether the repayment or reallocation is made automatically or using the online functions.  It calculates RPI to the day the repayment is issued, not to the day the repayment is created or authorised.

The computer copes with the common period rule which is

· If a potential repayment of CT is to be re-allocated against CT arrears (not interest or penalties)

And

· There is a common period during which repayable tax is attracting RPI

And

· The CT arrear is attracting LPI

Then

· For that common period, on the amount re-allocated, the computer neither

· Credits the company with RPI

Nor

· Charges it LPI

To calculate RPI (if any) due and determine the effective date of payment to apply to the reallocation posting, the computer

· Compares the normal due date of the overpaid AP with the normal due date of the receiving AP

And, using the common period rule

· Calculates the extent to which RPI is payable

And

· Determines the EDP of the reallocation







