Company Directors IT MAKES SENSE FOR YOUR COMPANY TO MAXIMISE THE OPPORTUNITIES PROVIDED BY A PENSION PLAN.

A company pension plan enables you to 

• Access to your company assets for your benefit, the money is paid in by your company but for your own personal benefit and use after retirement.

• Full tax relief for the company on all contributions made on your behalf (subject to Revenue limits).  YOUR company can make the contribution on your behalf straight from the company bank account into your pension and the company’s contributions get full tax relief for your personal benefit

• No personal tax or BIK implications for you on these contributions

• Tax free growth of the assets, this ASSET grows in a fund whereby the growth in the fund is not taxed.

• Security of assets from creditors, or from a change in your company’s fortunes, once this money is invested in your pension fund it is protected from all other liabilities.
• Excellent flexibility in how you use these assets at retirement, pensions should be thought of as ‘inheritance tax planning’ rather than providing simply an income for life as one is able to move substantial amounts of money out of companies into personal names TAX FREE (subject to Revenue limits)
It is only at retirement age that ones see the true benefit of the ‘inheritance tax planning’ because of the very wide range of options available at retirement age to company directors/self employed, which you can tailor to your needs. You can:
1. Take a lump sum of up to 1.5 times your salary (not exceeding €1.25 million

overall) and use the balance of the fund to provide a pension (income for life).
2. If you are a 5% director, you could take 25% of the fund as tax free cash

(not exceeding €1.25 million overall). The next €63,500 must be held in an

Approved Minimum Retirement Fund (AMRF) until age 75, or used to purchase a pension. The balance of the fund can be cashed in subject to your marginal rate of tax, or more usually invested in an Approved Retirement Fund (ARF).

NB It is very important from a tax efficiency viewpoint that your overall fund should not exceed €5 million (increased by a factor from 2007), as any excess would attract tax at 41% before drawdown. 

And when you consider the above in light of a company director, married and aged 55 been able to put in 449% of his income into a pension (Source: Hibernian Assurance) and if the individual was on a company directors salary of €120,000, his/her company on their behalf could make a once off pension contribution of €538,800 and that person could retire the following day with 25% of this tax free and the balance in a gross role up fund invested in it for life!!  However it is more realist and better value if an individual accumulates a fund over time making regular contributions, this is not just better for company cash-flow but also to avoid volatility as the money invested ‘hits’ the markets 12 times a year rather than once.
In summary A Company/Executive Pension Plan not only offers you security in retirement, but also has many advantages. It provides you with the opportunity to:
• move assets out of your company gross of tax- cash is an asset of your company and without any tax implications you can move this into your personal name via  a pension fund (subject to Revenue Limits eg 68% of income for a 30 year old and a 45 year old 132% of income)
• invest in a tax free environment with an excellent spread of assets

• avail of excellent tax free cash options at retirement

• be flexible (if you are a 5% Director) in the way you use the fund at retirement

   and thereafter

• ensure protection for your dependants and liquidity on your death after retirement 
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