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QITEASHAIS EDuCATION

B DEPARTMENT OF
Acus EQLAlOCHTA AMD Scien cE

0: Chief Executive Q, fFicers of
'ocmwn.u’ Education Cor mmiitiees

CIRCULAR LETTER PEN 09/93
- Changes in the Tax Relief on superannuation contributisng
payable at retirement

uis Circular Letter ,epi aces and supersedes Ciz‘cu}a* Letter PEN 08/02. VECs are

dvised that the pProvigiot 1‘0-* tax reiief o1 Superannuation contributions ayable ag
r;em,mert nas been amended as a result of th & enactment of the Finance Act 2003.
The amendment pon’iqes tuaL. wnh s0ome r:xz:ennons superannuation contributions
paid at 1'eri1 ement will be relieved of tax on 1ly by reference to the 30% limit in the
vear of payment and in the preceding year and riot, as was the case, over 1 pariod
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The infe mdtron 10 paragraph 2.2 below is provided in order to give VECs an
: -

indication of the effect of the change in the system of tax relief and does not purport
{0 be a formal inie erpretation of tax law.

Subjeet to this, the effect of the change, in post cases, is to reduce the mﬁxmu m
Pﬂo‘ﬁtribz ition that will gu a} iy for full tax relief from about 70% of retiring salars V0
ut 46% of retiring saia ary. ?*nnnejmola the 46 % (approximatels ¥} maximum wiil
cq‘p fy only where the £mpioyee retires e end of the calendar year
corresponding maximum w here the employee retires ar the end of the
about 35% of retirin ng salary. Lower thre Is will apply where the
setires earlier in the y >ar, such that in the cage o : it
bmmnmg of January, the threshold weuld be ahoy i
amount of salary woulc zbe Proper to the year of payin . all relief in sw‘i
P;rcumstm €8 would be eff fectively based on salary in the cch*HdQr year preceding
the year of payment. (In the case of the current year (2003), the - lowest threshold
would be about 25% of re stiring salary, since em ploveﬂs who retired before 6
February 7003 the effective date of the Finan € Act 2003, would not be affected by
the ney D isions.)

The change in the System of tax ;elmf does not apply to contributions to the
Spouses’ and Children’s Scheme nor 0 repavments bv employees of su ;;e annuation
contributions which wers previously refuﬂcm w0 them nor 1o repayments of
Mmarriage gratuities, Tax relief in these cases will be spread over a perio d of up to
10 years prior to retiremens as heretofore. »






N

~1

The change is likely to affect, in particular, the operation of the scheme for the
purchase of Notional Service by lump sum at retirement. VECs should now review
the files of employees who are due to retire and who have indicated that they wish
to purchase Notional Service by lump sum at retirement. Such staff should be

-advised to contact the Revenue Commissioners in order to dete rmine the exact

amount of tax reiief available before they commit to such a purchase.

The files of all employees who have already retired since 6 Februar ry 2003, when
the Finance Act came into operation, and who purchased notional service ‘w lump
sum at retirement should also be reviewed. Any such employee who did not receive
full tax relief on his notional service contribution (because of the change introduced
under the Finance Act 2003) and who would wish to purchase only so much
notional service as would have qaahﬁe for full tax relief, should notify the VEC
accordingly. All such cases should be brought to the notice of this Department. The
en pioaeus 11 question should b reminded, however, that any reduction in notional
srvice wog‘fl lead 1o a reduction in overail pensionable service and 2 conseguen
rediction in pension and retir
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& statement of conir tuﬁms paid af
ish between contributions ¢
spouses’ and \.Ax}drexﬁs contrib
1@ contribuiions to wi
vice contributions. Note
n which relates to the
eriod of up 10 10 years, as

retirement, it will be impor
mzy be spread over a period of
md the other categories Ilafu inp
ew provisions apply, such as !mm mc}‘em
reiief on the portion ﬁ[ ii e nouonal service ¢ :
spouses’ and children’s scheme may be spread over 2

heretofore.

In giving emplovees, for tax z‘eh’,' i
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A revised statement of contributions paid at retirement should be issued in the case
of any employee who has already retired {since 6 Feb ”’D 03) and who has not been
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M‘Pphed with a statement which takes full account of the distinctions set out above.

Enguiries by V
the Department at the ad
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Enguiries by phone should be made to 0902-74621 or 01-8734700: extensions
3657/3658

John Feeney
Principal Officer

-

Pensions Unit
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