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It is important that in this time of
unprecedented crisis we continue 
to hold our nerve and recognise 
that dealing with constant change 
is an inevitable consequence of a 
small nation operating in a global 
economic sphere. Change, as we 
know, is inevitable but it is our 
reaction to change that determines 
our success or failure.

We hope to continue to support 
you, both in your business and 
personal financial matters, by 
providing appropriate advice and 
developing tailored financial 
solutions that are specific to your 
needs. 

In this Spring issue of our Privately 
Held Business ezine “Foinse Feasa”
or “Fountain of Knowledge” we 
focus on a number of areas that 
may be pertinent to you, our clients 
and contacts, in your business and 
personal financial affairs due to the 
recent economic and legislative 
changes. 

The last twelve months have seen 
the Irish economic landscape 
change radically. Fear has been 
rampant throughout society with 
most people worrying about the 
impact the banking crisis or housing 
crisis, or both, will have on their 
lives. 

Should you wish to discuss any of 
the matters addressed, or any other 
financial matters, please do not 
hesitate to contact any of the 
contacts listed or your primary 
Grant Thornton contact.

Pat Burke
Partner

"Action and reaction, ebb and flow, trial and error, change - this 
is the rhythm of living. Out of our over-confidence, fear; out of 
our fear, clearer vision, fresh hope. And out of hope, progress."

Bruce Barton
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Income protection
In Ireland we have significantly 
more policies in place should we 
die as opposed to a situation where 
we cannot work for an extended 
period of time. However, 
statistically there is approximately a 
1 in 6 chance that an Irish person 
will be out of work for more than 
half a year through sickness or 
disability. We do not want to 
consider the implications on our 
lives should we become disabled or 
sick!

What should I do now?
Consider a situation where the 
income that you are earning now 
suddenly stopped. You are likely to 
have some savings which will 
cover your expenditure for a 
period of a number of months, but 
what happens then? The income 
that you earn is, in the majority of 
cases, the greatest financial asset 
you have. You need to protect it.

Your house is an asset. Is it 
insured? Without question it is. If 
the only action you take arising 
from this article is to review what 
your circumstances would be if 
you did not have your monthly / 
weekly income it will have been 
worthwhile.

Protection policies in their 
simplest form are put in place to 
“provide money if you live too 
long, die too soon or become 
disabled by sickness or accident”
according to one member of the 
industry. In this section we will 
give a brief outline of what 
Income Protection is and why 
one would consider having it in 
place.

Income protection, or often 
called Permanent Health 
Insurance (PHI), is a type of 
insurance that is specifically 
designed to prevent the financial 
hardship that may come with not 
being able to earn an income. 
Unlike Critical Illness cover it 
provides a regular income rather 
than a once off payment. 

It covers any illness, injury or 
disability that prevents you from 
carrying out your usual 
occupation.

• income protection contracts 
are either guaranteed or 
reviewable. The guaranteed 
option will ensure that the 
premium will not change 
during the term of the plan if 
the chosen benefits remain the 
same.
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Points to note
• tax relief can be claimed on 

premiums paid on an income 
protection plan at marginal 
rate.

• income protection plans have 
“deferred periods” (i.e. the 
period of time between last at 
work and the commencement 
of the benefit) which can be 
either 13, 26 or 52 weeks. The 
higher the deferred period the 
lower the premium generally.

• typically, policies are 
implemented to age 60 or 55

“You can't change the 
past, but you can ruin 
the present by worrying 
about the future”

Henry Van Dyke
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Pension Earnings Cap reduction 
are entitled to invest a certain 
percentage of your income in 
pension products and obtain tax 
relief. An individual aged 50 – 54 is 
entitled to invest 30% of NRE 
(Net Relevant Earnings) into 
pension.

Therefore, John who is aged 51 in 
2008 would be entitled to invest up 
to:

€275,329 * 30% = €82,599

whereas in 2009 the amount he 
will be able to invest will be 
restricted to

€150,000 * 30% = €45,000

As a result of the above reduction 
in the amount of pension 
provision John will have an 

increased tax liability in 2009 over 
2008, assuming income and tax 
rates remain constant.

Consider using a company 
structure?
It may be appropriate for you to 
have some of your business/trade 
carried out through a company. 
Whilst there is a detailed tax 
planning analysis to be carried out 
prior to finally taking such a 
decision the merits of such an 
entity are primarily:

What does it mean for you?
During the course of the now 
famous (or infamous?) budget in 
October 2008 it was announced 
that the earnings cap for 2009 
would be brought to €150,000 
(from €275,239 in 2008).

How does this affect you?
If you are a self employed 
individual (or a profit sharing 
partner in a partnership) this 
change will have most impact on 
you. The full impact of the 
changes will not be felt until the 
tax returns for 2009 are being 
filed in 2010.

The primary change will be the 
reduced possibility of pension 
provision. Pension provision is 
linked to the earnings cap as, 
dependent on your age, you
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• access to the 12.5% corporation 
tax rate

• enhanced access to pension 
provision – there is no formal 
restriction on pension 
contributions in a company

As with all budgetary provisions it 
is important to be aware of how 
exactly the measures will impact 
on your specific circumstances 
prior to making any longer term 
decisions. The Pension Earnings 
Cap will impact on all self-
employed individuals to some 
degree and therefore you should 
address its impact on you now so 
that you can take whatever steps 
are appropriate to mitigate the 
impact.
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• the possibility of using 
termination relief provisions on 
retirement


