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Sent via email on 13 October 2016 
 
Dear IARC Retirement Plan Participant, 
 
This memo is to remind you of the upcoming rule changes to the IARC Offshore Retirement Plan, effective 
14 November 2016. The following chart summarizes the rule changes.  More detailed information about the 
rules changes can be found in the prior Notices that are included at the bottom of this memo for your 
reference. 
 
Employee Type Contribution Type Current Rules for 

Withdrawals 
New Rules 
Effective 14 Nov 2016 

Active Employee Employer 
Contributions 

Not allowed to withdraw Not allowed to withdraw 

 Employee 
Contributions 

Allowed to withdraw Not allowed to withdraw 

Separated/Retired 
   Age 55 and over 

 
Employer and 
Employee (Voluntary) 
Contributions 

 
Allowed to withdraw all 
contributions without penalty 

 
Allowed to withdraw all 
contributions without penalty 

   Under Age 55 Employer and 
Employee (Voluntary) 
Contributions 

Allowed to withdraw all 
contributions without penalty 

Allowed to withdraw all 
contributions but will be 
assessed a 33.3% penalty if 
certain conditions are not 
met, such as the transfer to 
another retirement plan with 
similar restrictions 

 
As mentioned previously, the goal of the rule changes is for the IARC Retirement Plan to be acknowledged as 
a qualified retirement plan by financial institutions that hold retirement plan assets and governmental tax 
authorities that oversee retirement plan accounts. To advance this goal, an age requirement and the 
elimination of immediate access to employee (voluntary) contributions will be implemented on 14 November 
2016. The elimination of immediate access to voluntary contributions is simply good governance because the 
current rule can be perceived by governmental tax authorities as encouraging and facilitating tax fraud. The 
elimination of this rule prevents the IARC Retirement Plan from being used as a tax-free checking account. 
An age restriction on withdrawals is also a common rule for retirement plans because the purpose of a 
retirement plan is to have assets available when a person retires.  
 
If you have any questions about these changes, please do not hesitate to contact me or your Center’s 
designated AIARC Payroll & Benefits Coordinator. 
 
Sincerely, 

 
Jeffrey Hungate 
President & CEO 
AIARC 
 
Enclosures: 
-Notice/FAQs from 16 August 2016 
-Notice/FAQs from 5 August 2016 
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Sent via email on 16 August 2016 
 
Dear IARC Retirement Plan Participant, 
 
There have been many questions about the Notice of IARC Retirement Plan Rule Changes that was 
sent to participants on 5 August 2016. 
 
On the next pages are some of the most recently asked common questions that we have received from 
participants about the upcoming rule changes. The Notice of 5 August 2016 and its FAQs are also 
included in this memo for your reference. 
 
The following are the key points that explain the rationale for implementing the rule changes: 
1. The purpose of a retirement plan is to provide financial stability so individuals can leave their full-

time jobs at retirement and still live comfortably while not working.  
2. Many governmental tax authorities from around the world provide tax relief on retirement 

contributions and earnings in retirement accounts to encourage individuals to plan and accumulate 
funds for retirement. Tax relief is not intended to provide for a tax free savings account to 
accumulate funds to purchase a car, make a down payment on a house, pay for a child’s education, 
take a vacation, pay for a wedding, etc.  

3. The Centers created the IARC Retirement Plan in 1996 to provide a vehicle for employees at 
Centers to accumulate retirement funds.  It is important to note that the IARC US Retirement Plan 
(for US taxpayers) has been a qualified plan (having an age and penalty requirement) since its 
inception to comply with US law. The IARC Offshore Retirement Plan did not adopt the age and 
penalty restrictions at that time because it was not legally required to do so. Nor has the Plan been 
placed in a position like it is in the current regulatory environment, where the IARC Retirement 
Plan needs to meet the standards of a qualified international retirement plan in order to continue to 
provide current and future Center employees with a vehicle to accumulate wealth for retirement.   

4. With the introduction of the OECD criteria for a qualified plan, all retirement plans in the future 
will most likely have an age requirement and a penalty for early withdrawals.  Qualified plans are 
not new. The UK and European Union have had rules pertaining to qualified plans since 2006. 
Other global institutions such as the World Bank and UN also have age and penalty restrictions. 
By qualifying as an international retirement plan, the IARC Retirement Plan should be able to 
easily transfer funds to another qualified plan in those countries that have adopted CRS – over 100 
countries to date. 

 
If you have any questions about these changes, please do not hesitate to contact me or your Center’s 
designated AIARC Payroll & Benefits Coordinator. 
 
Sincerely, 

 
Jeffrey Hungate 
President & CEO 
AIARC 
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2.1 Why is the IARC Retirement Plan implementing these rule changes?  
Due to the global implementation of the Common Reporting Standard (CRS), developed by the 
OECD, the AIARC Board believed that the IARC Retirement Plan needed to meet the standards of a 
“qualified” international pension plan. This decision was made after consultation with pension, tax, 
and legal advisors. An “unqualified” pension plan would no longer be practical to operate due to the 
new CRS regulations and given the scrutiny that the IARC Retirement Plan would attract from various 
governmental tax authorities from around the world. Thus, a “qualified” international pension plan is 
in the best interests of the Centers and their employees. 
 
2.2 Where can I find information about this OECD initiative? 
As mentioned previously, the purpose of CRS is to prevent tax avoidance and tax evasion for 
individuals who reside in one jurisdiction but live and work in another jurisdiction.  
 
You can learn more about this global initiative by visiting the OECD website at 
https://www.oecd.org/tax/automatic-exchange/.  
 
Additionally, for your reference, the requirements to qualify as a Broad Retirement Fund can be found 
under Section VIII – Defined Terms on page 47 of the Model Competent Authority Agreement and 
Common Reporting Standard at http://www.oecd.org/tax/automatic-exchange/common-reporting-
standard/common-reporting-standard-and-related-commentaries/  
 
As of 26 June 2016, over 100 jurisdictions have adopted CRS, with many more jurisdictions expected 
to follow.  
 
2.3 Isn’t the IARC Retirement Plan really a savings account, rather than a retirement plan? 
Since its inception in 1996, the IARC Retirement Plan’s purpose has always been to provide a vehicle 
for Center employees to plan for retirement.  
 
It is important to understand that although the current IARC Retirement Plan rules do not have an age 
restriction; it does not mean that there are no tax liabilities associated with withdrawals from the 
Plan. It is the responsibility of each participant to determine the tax treatment of any contributions 
into and any benefits taken from the Plan based on his or her own personal circumstances and country 
of tax residency. 
 
The purpose of the new CRS requirement is to prevent tax avoidance and evasion by not allowing 
individuals to use retirement funds for non-retirement purposes. Thus, CRS has implemented an age 
requirement that attempts to close the loophole for tax-exempted retirement funds from being used as 
tax-free savings accounts. The CRS is very similar to OFAC (Office of Foreign Assets Control) and 
FATCA (Foreign Account Tax Compliance Act) in its implementation.  
 
2.4 Who determined the 33.33% penalty and who receives the penalty? 
Each tax authority determines the respective penalty for its own jurisdiction. Thus, the Guernsey Tax 
Authority determines the penalty for plans in Guernsey. The Guernsey Tax Authority allows for 
penalties that are assessed during the calendar year to be applied (offset) against future contributions in 
the following calendar year for those Centers that made the contribution on behalf of employees who 
were assessed a penalty for early withdrawal. 
 
 

https://www.oecd.org/tax/automatic-exchange/
http://www.oecd.org/tax/automatic-exchange/common-reporting-standard/common-reporting-standard-and-related-commentaries/
http://www.oecd.org/tax/automatic-exchange/common-reporting-standard/common-reporting-standard-and-related-commentaries/
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2.5 Does other types of pension plans, besides qualified retirement plans” have age and penalty 
requirements? 
Yes. Although not necessarily the same type of plan design as an international pension plan, age 
restrictions and early withdrawal penalties do exist at institutions such as the World Bank, UN, and the 
International Development Bank. In fact, the IARC U.S. Retirement Plan is already considered a 
qualified retirement plan because it has had age and penalty requirements for early withdrawals since 
its inception in 1996. 
 
2.6 Why was only three plus (3+) months’ notice provided? 
Although the OECD released the CRS Implementation Handbook (Handbook) in August 2015, there 
were many issues still unresolved and governments had to still enact the CRS legislation within their 
countries. Although Guernsey was an early adopter of CRS, it did not become legislation in Guernsey 
until 1 December 2015. After the release of the Handbook and the official enactment of the CRS 
legislation, it took the financial institutions, tax accountants, and legal advisors a significant amount of 
time to study and understand the complex set of rules. 
 
Due to the complexity of these rules, AIARC engaged a tax accountant in Guernsey, a lawyer in the 
UK, and a pension advisory firm in the UK to review different classification scenarios that the Plan 
could fall under and the pros and cons of these various scenarios. Unfortunately, this entire process 
took a significant amount of time to determine the best option. 
 
The 14 November 2016 deadline was established to ensure that the IARC Retirement Plan can satisfy 
the requirements for a “qualified” international pension Plan by the end of 2016. 
 
2.7 Was there any consideration for moving the retirement plan to another jurisdiction to avoid 
the CRS? 
CRS is a worldwide initiative. Over 100 countries have already adopted CRS, and many more 
countries are in the process of adopting it. There is no guarantee that moving the IARC Retirement 
Plan to another jurisdiction would permanently solve the problem. Most likely, it would only be a 
short term solution because the major offshore countries such as Bermuda, Cayman Islands, Channel 
Islands, Bahamas, etc., have already adopted the standard. Therefore, the AIARC Board believed that 
having a “qualified” international pension plan was in the best interests of the Centers and their 
employees. 
 
### 
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 Sent via email on 5 August 2016 
 
 
Dear IARC Offshore Retirement Plan Participant, 
 
Approved by the Organization for Economic Co-operation and Development (OECD) in July 2014 the 
Common Reporting Standard (CRS) calls on governmental jurisdictions around the world to stand 
united in addressing the issues of international tax avoidance and evasion.  
 
Due to the implementation of the Common Reporting Standard (CRS), certain rules of the IARC 
Offshore Retirement Plan (the Plan) must change in order for the Plan to comply with the standard 
requirements of international pension plans.  
 
As such, the Directors of the IARC Retirement Plan Trustee have approved of a minimum age 
requirement that an individual must reach in order to make a withdrawal from the IARC Retirement 
Plan without penalty.  The Directors have adopted age 55, which is the standard age for international 
pension plans. Further, this age requirement applies to withdrawals from both the employer and 
voluntary contribution accounts (the Combined Member Account). A penalty of 33.33% will be levied 
on the payment of any withdrawal prior to age 55, unless certain conditions are met. 
 
These new rules will take effect on 14 November 2016. 
 
The following are the specific rules that have been updated and will be restated in the IARC 
Retirement Plan Trust Deed and Rules document.  
 

Section 12 Benefits on Leaving Plan Service 
 
Rule 12.3 –  A Member who leaves Service whose Combined Contribution Account is greater 
than or equal to the Trivial Balance, may elect to receive all or part of the balance as a payment at 
any time upon reaching age 55, without penalty. A penalty of 33.33% will be levied on the value 
of any payment made to the Member prior to age 55, unless the Member dies, becomes totally and 
permanently disabled, or directly transfers the balance to another retirement plan with similar 
restrictions. 
 
Section 14 Withdrawals from Member Accounts 
 
Rule 14.2 –Active Members can not withdraw from their Combined Member Account.  
 
Rule 14.3 – Retired Members may make withdrawals from their Combined Member Account 
upon reaching age 55, without penalty. Withdrawals made prior to age 55 are subject to penalty as 
described in Rule 12.3.  
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On the next page you will find some frequently asked questions about this change for your reference. 
 
If you have any questions about these changes, please do not hesitate to contact me or your Center’s 
designated AIARC Payroll & Benefits Coordinator. 
 
Sincerely, 

 
Jeffrey Hungate 
President & CEO 
AIARC  
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Frequently Asked Questions 
 
1. What is the OECD? 
The mission of the Organization for Economic Co-operation and Development (OECD), an 
intergovernmental economic organization of 35 member countries, is to promote policies that will 
improve the economic and social well-being of people around the world. 
 
The OECD provides a forum in which governments can work together to share experiences and seek 
solutions to common problems. The OECD works with governments to understand what drives 
economic, social and environmental change; measures productivity and global flows of trade and 
investment; analyzes and compares data to predict future trends; and sets international standards on a 
wide range of things, from agriculture and tax to the safety of chemicals. 
 
Further, the OECD looks at issues that directly affect people’s daily lives, like how much people pay 
in taxes and social security, and how much leisure time they can take. The OECD compares how 
different countries’ school systems are readying their young people for modern life, and how different 
countries’ pension systems will look after their citizens in old age. 
 
2. Why is the OECD implementing CRS? 
The OECD believes that, as the world becomes increasingly globalized, it is becoming easier for all 
taxpayers to make, hold and manage investments through financial institutions outside of their country 
of residence. Therefore, the OECD believes that vast amounts of money are kept offshore and go 
untaxed to the extent that taxpayers fail to comply with tax obligations in their home jurisdiction.  
 
Further, the OECD believes that countries have a shared interest in maintaining the integrity of their 
tax systems, and encourages tax administrators to work together to ensure that taxpayers pay the right 
amount of tax to the right jurisdictions. 
 
The implementation of CRS is a critical tool in the fight against tax evasion and in protecting the 
integrity of tax systems.  
 
3. How many countries have adopted CRS? 
As of 26 July 2016, there were commitments from 101 governmental jurisdictions. 
 
4. Why is there an age requirement for international pension plans? 
The purpose of a pension plan is to have savings available to you when you retire. 
 
5. Why was age 55 chosen? 
Age 55 was approved because it is the most typical retirement age for international pension plans. 
  
6. Can I make withdrawals prior to age 55? 
A withdrawal prior to age 55 will result in a penalty of 33.33% unless you die, become totally and 
permanently disabled, or directly transfer the balance of your account to another retirement plan with 
similar restrictions. 
 
7. If I leave my Center, can I make a withdrawal? 
• If you are age 55, you may make a withdrawal without penalty. 
• If your Combined Member Account is less than the Trivial Balance (a Combined Member 

Account that has a balance of less than $5,000), you may make a full withdrawal (closing the 
account) without penalty.  
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• If you are under age 55, a withdrawal (other than of a Trivial Balance) will result in a penalty of 
33.33% unless you die, become totally and permanently disabled, or directly transfer the balance 
of your account to another retirement plan with similar restrictions. 

 
8. Why is there a penalty for withdrawals made prior to age 55? 
It is common for international pension plans to have a penalty in order to discourage employees from 
withdrawing their funds prematurely. Looking at it in another way, the penalty incentivizes individuals 
to keep their savings until they need it for retirement.  
 
9. What is a Combined Contribution or Combined Member Account? 
A Combined Contribution or Combined Member Account is the account of the individual Plan 
Member that holds both the employer (Center) and the voluntary (employee) contributions. 
 
10. Does the new age requirement also apply to withdrawals of voluntary (employee) 
contributions? 
Yes, the new age requirement applies to both employer and employee contributions. In the past, the 
Plan allowed Active Members to make withdrawals from their Voluntary Contribution Account. This 
will no longer be allowed under the new rules. 
 
11. What are Active Members and Retired Members? 
An Active Member is a current employee of a Center, while a Retired Member is a former Active 
Member (no longer employed by the Center). 
 
13. When do these new rules go into effect? 
The new rules for the IARC Retirement Plan are effective 14 November 2016. 
 
14. What is the last day that I can make a withdrawal before the new rules (age requirement and 
penalty) are implemented? 
• If you are an Active Member, your last opportunity to make a withdrawal from the voluntary 

(employee) contributions from your Combined Member Account is 14 November 2016, assuming 
your AIARC Security Verification has been successfully completed. Active Members will no 
longer to be able to make withdrawals after this date. 

• If you are a Retired Member under the age 55, your last opportunity to make a penalty-free 
withdrawal from your Combined Member Account is 14 November 2016, assuming your AIARC 
Security Verification has been successfully completed. 

• Please note that your withdrawal request will not be processed unless the required forms and 
information are submitted before the 14 November 2016 deadline, and if a security check is 
required as part of the AIARC Security Verification Process, it must also be completed by the 14 
November 2016 deadline.  

• The required forms and information for a withdrawal include the IARC Retirement Plan 
Withdrawal Request Form, a copy of your passport, and a copy of your most recent bank 
statement showing your name and account number. 

• Please allow enough time to schedule a meeting with your AIARC Payroll & Benefits 
Coordinator to complete the verification process. If a security check is not completed for a 
corresponding withdrawal request prior to the 14 November deadline, the withdrawal request 
will be voided, as the new rules will apply to this withdrawal request. 
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