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Pension Legislation Update
2008/2009
Pension Tax Relief Limits
Tax relief is available on personal contributions made to pension plans. The amount of
net relevant earnings/remuneration that tax relief can be claimed on is now subject to
a maximum of €150,000 in 2009. This is a reduction from €275,239 in 2008.

Age Percentage of Net Relevant Earnings / Remuneration

Up to 29 years 15%

30 to 39 years 20%

40 to 49 years 25%

50 to 54 years 30%

55 to 59 years 35%

60 years and over 40%

If you have not used your full personal tax relief allowance for 2008 you can make
a personal contribution before 31 October 2009 in respect of the 2008 tax year
and claim the tax relief.

Deferral of Annuity Purchase
Members of Defined Contribution Occupational Schemes who retire in the period
from 4 December 2008 to 31 December 2010 are not obliged to purchase an
annuity on retirement. These members can exercise the tax free option and defer
the purchase of an annuity up to and including 31 December 2010 at which date
this option will cease. This concession does not apply to holders of a Retirement
Annuity Contract, a Personal Retirement Savings Account or to proprietary
directors who quality for ARF options. 

Registered Administrators
With effect from 1 November 2008 the trustees of every scheme, including large
trust RAC schemes, must appoint a registered administrator to provide various
services to the scheme known as “core administration functions”. The “core
administration functions” are the preparation of annual reports and annual benefit
statements for the trustees and the maintenance of sufficient and accurate
records of members and their entitlements to discharge the above functions.
Failure by the trustees to appoint a registered administrator will constitute an
offence. 
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Trustee Training Requirements 
The Social Welfare and Pensions Act 2008 was signed into law in March 2008.
Employers are required to arrange trustee training for new trustees within 6
months of their appointment and at least every 2 years thereafter. There is no
requirement on persons who are already trustees to undertake training within 6
months but the ongoing 2 year training does apply. Employers who breach their
obligation may be prosecuted and trustees who fail to take training are liable to
on-the-spot fines. This requirement was to take effect from 1 November 2008,
however the regulations have not yet been published. It is understood that the
trustee training requirement will not be implemented until late in 2009. 

Moves to ease pressures on Defined Benefit Pension Schemes
Following the dramatic fall in equity markets over the past year and the direct
impact on defined benefit funding issues, Minister Hanafin requested that the
Pensions Board implement a number of changes to supervision. 

• The Board will allow longer periods for recovery plans (i.e. greater than ten
years), in appropriate circumstances and are finalising agreement on the use
of mortality tables with the Society of Actuaries;

• The Board will allow the term of a replacement recovery plan to extend
beyond the end date of the original plan where the scheme is part-way
through a previous recovery plan but is off track due to investment losses;

• The Board will take into account voluntary employer guarantees in
approving recovery plans;

• To ensure that these extensions are not seen as a weakening of supervision,
the Board will reject recovery plans which fail to demonstrate an
appropriate investment approach.

The operation of these proposed changes will be reviewed by the Pensions Board
no later than 1st January 2011.

Statement of Reasonable Projection 
Trustees of all defined contribution schemes and the defined contribution element
of defined benefit schemes will be required from 1st July 2009 to provide a
statement of projection. These projections should be included on member personal
benefit statements and issued annually. The statement must project what
contributions paid and proposed contributions to the scheme are likely to be
worth in both value and pension terms at normal retirement date. 
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Maximum Pension Fund
The maximum allowable tax relieved pension fund which an individual can have at
retirement is €5,418,085 (‘Standard Fund Threshold’), or if higher the value of
their fund on 7 December 2005 (‘Personal Fund Threshold’). The limit of
€5,418,085 is the limit applying for the tax year 2008. Both the Standard Fund
Threshold and Personal Fund Threshold have up until 2009 increased annually in
line with an index of earnings but in 2009 no increases were applied.  Any excess
over the limit at retirement will be taxed at 41% and the income levy applicable
depending on individual circumstances (1% on first €100,100 of income, 2% on
€100,101 – €250,120 and 3% above €250,120). 

Tax-Free Lump Sum Limit
An individual will be entitled to take a lump sum from an occupational pension
plan of up to 1.5 times final remuneration (depending on years service) at normal
retirement date or in certain cases (if a 5% director), 25% of the accumulated
value of their fund. These amounts can still be taken tax free to an overall limit of
€1,354,521 applying for the tax year 2008 and 2009.

Approved Retirement Funds (ARFs) Distributions
Whenever an individual takes money out of their ARF and /or AMRF they will have
to pay income tax/PRSI and the income levy. Individuals over the age of 70 do not
have to pay the health levy. Income Tax at the higher rate will be taken, unless the
individual sends a certificate of tax credits and standard rate cut off point for the
year to the Qualifying Fund Manager (QFM).

QFMs must deduct a minimum amount of income tax from a policyholder’s ARF
each year regardless of how much the policyholder actually withdraws in that
year. In 2008 the minimum income tax that QFMs must deduct is the amount an
individual would have paid had they withdrawn 2% of their fund value on the 31st
December. In 2009 and every year after the minimum is based on the individual
withdrawing 3%.

The rules above only apply if the individual is 60 years of age or over for the entire
tax year.

An AMRF is not subject to the minimum withdrawal rules so no tax is paid on the
AMRF until the individual actually takes a withdrawal. However, should the
individual reach age 75 and decide to continue with their investment, their AMRF
becomes an ARF and QFMs are obliged to deduct income tax on an assumed
income as explained above.

An individual will
be entitled to take
a lump sum from
an occupational

pension plan of up
to 1.5 times final

remuneration

QFMs must
deduct a

minimum amount
of income tax

from a
policyholder’s
ARF each year

regardless of how
much the

policyholder
actually

withdraws in that
year.

INVESCO_NEWS_FEB_09 New:Layout 1  19/02/2009  15:11  Page 3



Gerry Winters (gwinters@invesco.ie) or Brian Sexton (bsexton@invesco.ie)

Invesco Newsletter February 2009

Pension & Investment Consultants

INVESCO_NEWS_FEB_09 New:Layout 1  19/02/2009  15:11  Page 4



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


