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Legislative update

This issue of Spotlight highlights recent developments in relation to pensions including
Finance Bill 2007

Revenue update in relation to members of Approved Profit Sharing Schemes
Revaluation and earnings increase factors

Amendments to the Disclosure Regulations

An important decision by the European Court of Justice
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Finance Bill 2007

Section 16 of the Finance Bill, published on 1 February 2007, includes four amendments to the Taxes
Consolidation Act 1997 which impact on pensions. There may, of course, be changes to the Bill before it
1s enacted:

(1) A simplified Revenue approval process is introduced for one member retirement benefit schemes
promoted by life offices, who can agree standard documents with Revenue, and can then establish
schemes for clients using the standard documentation, without requiring Revenue approval in each
case. A condition of this approach is that the total contributions paid to such schemes must not
exceed the maximum permissible employee contributions e.g. 15% of the remuneration up to the
earnings cap for those aged 30 to 39 etc.

(i1)) The tax due on a notional distribution from an ARF, introduced in last year’s Finance Act, must be
remitted to Revenue not later than the middle of March, compared with the previous requirement of
mid-February.

(i11)) An individual whose pension benefits are the subject of a Pension Adjustment Order made under
the Family Law Acts, whereby a part of his or her pension is designated for the (former) spouse,
must include the value of this designated benefit in determining whether his or her standard fund
threshold or personal fund threshold has been exceeded and if it does, the member is liable to tax
on the excess. This must be done even where the former spouse has taken a transfer value from the
member’s pension arrangement. There is no requirement to restrict the maximum that may be taken
as a tax free cash sum, which is defined in the legislation as one quarter of the standard fund
threshold, on account of a Pension Adjustment Order.

(iv) The rate of tax applicable to any excess funds above the standard or personal fund thresholds is
reduced from 42% to 41% from 1 January 2007 in line with the reduction in income tax rates.

Revenue Update

The Revenue issued an update on 2 February 2007 which enables employees who participate in approved
profit sharing schemes to increase their pension contributions. Previously, if an employee took part of his
or her salary and/or bonus in the form of company shares, the salary or bonus foregone could not be
included in the calculation of remuneration for the purpose of determining maximum tax-deductible
pension contributions. Furthermore, the salary or bonus foregone could not be used in the calculation of
final remuneration upon which Revenue maximum benefits are based. Revenue has now announced that
these items may be included in the calculation of remuneration and final remuneration respectively. This
applies from 30 January 2007.

The Revenue briefing also confirmed that the taxable amounts arising on the exercise of share options
may be included in remuneration and final remuneration calculations for pension purposes.




Revaluation percentage for preserved pensions for 2006

The Minister for Social and Family Affairs has announced the revaluation percentage for 2006 which is
the amount by which preserved pensions must be increased for that year. The percentage is 4%, in line
with the average increase in CPI over 2006. This is of course the maximum revaluation percentage
provided for under the Pensions Act. This means that the liabilities for deferred pensioners under the
funding standard, and associated funding proposals, will be somewhat higher than anticipated, and this
may cause problems for some marginally solvent schemes.

Earnings increase for maximum contributions and benefit calculations 2007

Under the provisions introduced in the Finance Act 2006, the Minister for Finance announced in
December the earnings increase factor to be applied to the maximum earnings to be used in calculation
of contributions for tax purposes (€254,000 per annum) and the standard fund threshold (€5 million) and
personal fund threshold above which a tax charge arises. The earnings adjustment for the tax year 2007
is 1.033, and accordingly the earnings cap increases to €262,382, while the standard fund threshold
becomes €5,165,000.

Disclosure Regulations

The Occupational Pension Schemes (Disclosure of Information) (Amendment) Regulations 2006 were
made shortly before the end of last year. These make a number of relatively minor amendments to the
Disclosure Regulations of which the most notable are:

e Trustees of defined contribution schemes are not required to provide statements of reasonable
projection until 1 January 2008 (it was originally intended that these would be required from 1
January 2007).

e Annual benefit statements for defined benefit schemes should relate to a date not more than six
months before the date of issue (previously three months) which, for example, means that statements
as at 1 January 2007 must be issued by 30 June 2007 at the latest.

o Benefit statements should provide details of the Trustees at the date the benefit statement is prepared
rather than its effective date.

ECJ decision in Robins case

The European Court of Justice gave its ruling on 25 January 2007 in a case brought by AMICUS on
behalf of former employees of ASW Limited against the UK Government following the wind-up of the
ASW Pension Schemes when the company became insolvent. This predated the introduction of the
Pension Protection Fund in the UK, and the extent of compensation received by members under the
previous UK provisions left significant shortfalls relative to their pension expectations. The claim was
brought under the terms of the EU Insolvency Directive which requires member states to ensure that
measures are taken to protect members’ interests in pensions in the event of insolvency of their
employer. The Court ruled that this did not require the State to ensure that employees received their full
entitlements when their employer became insolvent, but indicated that the amounts provided in this case
(some members received only 20% of their entitlement) fell below what might be considered reasonable
protection. The case has been returned to the UK High Court to determine whether compensation is
payable to the claimants

The Irish Government supported the UK Government in this case, and the Pensions Board are currently
considering whether the judgment will require any changes to the protection provided in Irish legislation
to pension scheme members when their employer becomes insolvent.

For further information please contact your usual Hewitt consultant or:

Martin.Condon@hewitt.com John.Cremin@hewitt.com
Block D, Iveagh Court, Harcourt Road, Hibernian House, Building 5200, Cork
Dublin 2. Tel 01 4189130 Airport Business Park, Co Cork.

Tel 021 4357880

© 2007 Hewitt




	Legislative update


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /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 false
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -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 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /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 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /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 (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <FEFF0048006500770069007400740020005300740061006e006400610072006400200066006f00720020004100630072006f00620061007400200035002e003000200043006f006d007000610074006900620069006c006900740079>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


