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23 May 2008

The Secretary

Commission on Taxation

Le Pole House

Ship Street Great

Dublin 8

Dear Sir,

The Irish Association of Investment Managers (IAIM) is the representative body for Institutional investors in Ireland.  Our members manage assets of approximately €250 billion on behalf of domestic and international clients.

The IAIM is pleased to make the following submission to the Commission.

1. How best the tax system can encourage long term savings to meet the needs of retirement

1.1 Retirement provision is a significant public policy issue and a consultation process following the publication of the Green Paper on Pensions is underway.  This is a complex matter in which tax policy plays a significant role.  We urge the Commission, in its work, to have regard for submissions made in that consultation process.

The IAIM is strongly of the view that the reform of our retirement saving environment should not involve taxation measures which would reduce the existing levels of retirement  provision.  This view will be a central feature in our response to the Green Paper.

1.2 Proposal to abolish the requirement that certain members of defined contribution schemes purchase annuities when they reach retirement

Existing legislation requires a particular category of defined contribution pension scheme member to transfer retirement assets into low/risk return investments as they retire.  This applies only to PAYE employees.
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This issue was examined independently for the Pensions Partnership Review Group by Indecon and Life Strategies in their report ‘Review of the Irish Annuities Market’.

We draw the Commissions’  attention to the conclusions of that report which saw ‘no logical reason why retiring members of defined contribution schemes should be subject to different rules in this regard’.
1.3 Proposal to exempt investment by pension funds in Irish Equities from stamp duty

Ireland is one of the few countries which applies stamp duty on equity investments.  As all pension fund assets have some allocation to Irish equities the management of these equity positions results in stamp duty costs which are a cost to pension funds.  In contrast most short term investment in Irish equities is achieved through the use of CFD’s which attract no stamp duty.

The Irish Association of Pension Funds in its 2007 Asset Allocation Survey estimated that approximately €7.1 billion of Irish pension fund assets were held in Irish equities.  IAIM members ‘turn’ their Irish equity books approximately .75 times each year.  These volumes suggest an annual cost to pension funds, in stamp duty, of just over €50 million.

It is not possible to quantify the value of the assets of other EU domiciled pension funds invested in Irish equities.  We note however that a substantial proportion of the volumes traded in Irish equities are via CFD’s.  The application of stamp duty to these transactions would have a higher yield than the cost of such a concession to long term pension fund investors (retirement savings).

2. General Comment

The investment management industry, in common with many other sectors, involves complex products and structures with differing treatments under a wide variety of tax heads.  Certain assets managed are exempt from some taxes while others are not.  We ask the Commission to consider the practicality of restructuring the legislation in a manner which deals cohesively with key sectors (for example certain financial services) in a unified way.

  We are available to discuss further these points with you.
Yours faithfully

Frank O’Dwyer

Chief Executive

Email:  frankodwyer@iaim.ie
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