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The recently published Finance Bill contains a number of
interesting developments, in particular in the area of postretirement planning. The changes in question came into
effect on 1st January 2015 and relate to new drawdown
rules for clients holding post-retirement assets in AMRF and
ARF contracts and in vested PRSAs.
For once the news is good and most post retirement clients
will find they have more flexibility in tailoring retirement
income and managing tax bills.
AMRF Changes
Up to now, AMRF investors could only access income and gains
earned on AMRF investments. Access to capital invested was
denied until age 75 or earlier receipt of €12,700 p.a. specified
income.
For many this proved problematic as an early loss in value meant
no access to income facilities until losses could be recovered.
For cautious investors, record low deposit rates meant income
delivery well below retirement expectations.
From January 2015, new AMRF drawdown rules are introduced
where drawdown is available each year up to a maximum of 4%
of the AMRF fund value. The new provisions replace the previous
income / growth drawdown rules and apply regardless of the
AMRF fund value.
ARF & Vested PRSA Drawdown Changes
To date, ARF clients over the age of 61 were encouraged to take
a minimum taxable drawdown of 5% of fund value each year. By
doing so, clients avoided the generally more penal consequences
of imputed drawdown tax. However, in doing so clients were
often running down their funds at a faster rate than they were
comfortable with and as a result were paying more income tax.
Since 1st January 2015, the drawdown requirement for ARFs
under €2 million has been reduced from 5% to 4% for clients
under the age of 71 throughout the year. Where the client is aged
71 or more during the year, the drawdown remains at 5%. Where
ARF assets exceed €2 million the ARF drawdown requirement
remains at 6%. The same conditions apply for vested PRSAs.
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AMRF Issues
Clients with AMRFs may for the first time consider taking a regular
AMRF income of up to 4% p.a. of fund value. For example, if
we take a client retiring at age 60 with an AMRF of €63,500, the
income option now is up to €2,540 p.a. or an additional gross
income of €212 per month.
Of course, income can only continue at this level if the AMRF
assets are increasing at a net rate of return at least equal to the
4% rate of drawdown. For example, if this return is achieved then
the client may benefit from gross income of €38,130 over the
15-year period from age 60 until the AMRF (still worth €63,500)
converts to ARF status at age 75.
On the other hand, if the AMRF assets achieve a zero rate of
return over the period, then the 4% income drawdown will
decrease each year catering for a reduced gross income of
€29,028 over the 15-year period. In this case, the AMRF will
convert to ARF status at age 75 at a reduced value of only
€34,422.
If income is not required and the AMRF achieves a net 4% p.a.
return from age 60 to 75 then it will convert to an ARF at a value
of €109,961. However, as the fund accumulates, access is only
available to drawdown of 4% in any one year until age 75 or
earlier receipt of specified income (currently €12,700 p.a.).
ARF Issues
The first question is who is affected by the new provisions?
Potentially, the changes impact upon all ARF holders who also
hold an AMRF. ARF only clients with funds of less than €2 million
who are aged between 61 and 70 are also affected. This covers a
very large proportion of post-retirement clients.
The next question is what level of drawdown is required?
If 5% ARF drawdown is not required to cover basic living needs,
then the likelihood is that the client will opt to reduce drawdown
to a new 4% level in an attempt to preserve longevity of fund and
reduce PAYE/USC exposure.
If an AMRF is also in place, now the client has a choice of taking
income from the ARF only or from a combination of ARF and
AMRF. Naturally, the quantum of ARF assets versus AMRF assets
will have a bearing on this decision. Where ARF assets significantly
outweigh AMRF assets, then the client may be happy to take

current or reduced income solely from the ARF on the basis that
capital preservation is currently the primary concern.
On the other hand, if income is the primary driver then taking
income from the AMRF in addition to ARF income may be a key
benefit going forward. Basically, the new changes allow clients
make important post-retirement income decisions such as “do I
take less or do I take more?”
Investment Issues
Most existing AMRFs were set up on the basis that funds could
not be accessed until age 75 and that chances were slim of
achieving a regular drawdown income in the interim.
The goalposts have now been moved and AMRF investment
strategies may now be revisited on the basis of providing for a
regular income of 4%.
Likewise, most ARF investments have been structured to try
to achieve a 5% return to cover annual drawdown. For ARF
clients under the age of 71, the target is now to cover a 4%

withdrawal and this may often include up to €2,540 p.a. from a
corresponding AMRF. Many clients may now consider exposing
ARF assets to greater growth opportunities because the risk of a
premature bomb out due to income drawdown is reduced and
because AMRF assets are now more accessible.
New Planning Opportunities
The new Finance Bill provisions will be welcomed by ARF and
AMRF holders alike and by clients approaching retirement age.
The changes pose new questions, requiring new decisions and
new planning and investment strategies. The team at Davy Asset
Management will be available countrywide to work with advisors
in exploring these opportunities over the weeks and months
ahead (see below for contact details).
Davy Asset Management offers a range of investment 		
solutions that may benefit investors in pre and post 		
retirement. For further information please refer to
our website:
www.davy.ie/assetmanagement/fund-information

IMPORTANT INFORMATION
The information contained in this document does not purport to be comprehensive
or all inclusive. It is not investment research or a research recommendation for the
purposes of regulations, nor does it constitute an offer for the purchase or sale of
any financial instruments, trading strategy, product or service. No one receiving this
document should treat any of its contents as constituting advice. It does not take into
account the investment objectives or financial situation of any particular person. It is
for informational and discussion purposes only. References to past performance and
estimates are for illustration purposes only. Past performance is not a reliable guide to
future performance. Estimates used are for illustration purposes only.
This information is summary in nature and may rely heavily on estimated data
prepared by Davy Asset Management as well as other data made available by
third parties and used by Davy Asset Management in preparing these estimates.
Statements, expected performance and other assumptions are based on current
expectations, estimates, projections, opinions and/or beliefs of Davy Asset
Management at the time of publishing. These assumptions and statements may
or may not prove to be correct. Actual events and results may differ from those
statements, expectations and assumptions. Estimates, projections, opinions or beliefs
are not a reliable guide to future performance. In addition, such statements involve
known and unknown risks, uncertainties and other factors and undue reliance
should not be placed thereon. Certain information contained in this document
constitutes ‘forward looking statements’, which can be identified by the use of
forward-looking terminology, including but not limited to the use of words such as
‘may‘, ‘can‘, ‘will’, ‘would‘, ‘should’, ‘seek’, ‘expect’, ‘anticipate’, ‘project’, ‘target’,
‘estimate’, ‘intend’, ‘continue’ or ‘believe’ or the negatives thereof or other variations
thereon or comparable terminology. Due to various risks and uncertainties, actual

events or results, the actual outcome may differ materially from those reflected or
contemplated in such forward-looking statements.
There can be no assurances that any projections are attainable or will be realised or
that unforeseen developments or events will not occur. Accordingly, actual realised
returns may differ materially from any estimates, projections, opinions or beliefs
expressed herein. Economic data, market data and other statements regarding the
financial and operating information that are contained in this document, have been
obtained from published sources or prepared by third parties or from the partners,
developers, operators and sponsors involved with the properties and entities
comprising the Investment. While such sources are believed to be reliable, Davy Asset
Management shall have no liability, contingent or otherwise, to the user or to third
parties, for the quality, accuracy, timeliness, continued availability or completeness of
same, or for any special, indirect, incidental or consequential damages which may be
experienced because of the use of the data or statements made available herein. As a
general matter, information set forth herein has not been updated through the date
hereof and is subject to change without notice. Our conflicts of interest management
policy is available at www.davy.ie. This document and its contents are proprietary
information and products of Davy Asset Management and may not be reproduced
or otherwise disseminated in whole or in part without Davy Asset Management’s
written consent.
This document has been made available on the express understanding that any
written information contained herein or otherwise made available will be kept strictly
confidential and is only directed to the parties to whom it is addressed.
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