
 

1 
 

 

Bank of Ireland Group 

40 Mespil Road 

Dublin 4 

 

 

4 November 2018 

 

Dear Minister Doherty, 

 
On behalf of Bank of Ireland, I would like to thank you for the opportunity to take part in the current 

national consultation process regarding a proposed Automatic Enrolment Retirement Savings 

System for Ireland. 

Bank of Ireland’s purpose is to enable our customers, colleagues and communities to thrive. Central 

to this purpose is supporting our customers as they plan for and invest in their retirement, enabling 

a better quality of life now and in the future.  

We are uniquely positioned to support auto-enrolment in Ireland: 

 One of the two largest banks with 12,000 employees and some 1.7m customers (2017). 1,000 

of our employees work to deliver pension and investment advice, propositions and service. 

 We are the only bank with a life and pensions business, New Ireland Assurance, the only 

Irish owned Life assurance company in Ireland. We are proud of our 100 years of looking 

after Irish customers’ wealth and protection needs. 

 We are Ireland’s largest Business Bank, with access to a significant number of small and 

medium businesses, ideally positioning us to support the Governments Automatic 

Enrolment programme. 

 We are also investing heavily in market-leading pensions and enrolment technology, 

partnering with a leading Automatic Enrolment provider in the UK to deliver these 

capabilities in Ireland. 

 

We are emphatically aligned to the Government’s goal of increasing both pension coverage and 

adequacy through the introduction of an Automatic Enrolment Retirement Savings System.  
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We view participation in this consultation process as an opportunity to positively impact the saving 

and investment culture of Irish society and we seek to contribute meaningfully to this and any future 

discussions on the topic.  

 

We have addressed the series of questions overleaf drawing on expertise from across the Bank of 

Ireland Group. Our Investment Markets division, which manages wealth assets from the Group, has 

provided views on the investment considerations of this response. We have also drawn on expertise 

within New Ireland Assurance, one of the country’s leading pension providers, on structure topics.  

 
 
We look forward to engaging with Government, and the Department of Employment Affairs and 

Social Protection, as it further considers the complex issues which arise from the implementation of 

such a scheme at a national level.  

 

In the interim, if I can be of any further assistance, please do not hesitate to contact me. 

 

 
Yours sincerely, 

Michael Murphy, 
Managing Director, Bank of Ireland Wealth and Insurance  
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Introduction 
 
Bank of Ireland Group, with New Ireland as its corporate and individual pension provider, would like 
to thank and congratulate Minister Doherty, and her colleagues in the Department of Employment 
Affairs and Social Protection, for their considerable efforts in producing what is a very 
comprehensive and high quality consultation document. 
 
We would also like to thank you for facilitating the consultation fora which we had representation at 
in both Dublin and Cork. The Strawman is a significant step towards the overdue roll out of 
Automatic Enrolment (AE) in Ireland. It should be well placed to achieve the objectives of coverage 
and adequacy. 
 
We welcome the opportunity to add our thoughts to, what up to now, has been a lively debate. We 
are available to assist the Department, in any way we can, in achieving our shared goal, the 
successful rollout of a market leading AE system for Ireland. 
 
In our response we have provided comments under each of the seven sections, using some of the 
sample questions set out in the Strawman document. We have drawn on expertise from across the 
Bank of Ireland Group in forming our views with input from our Investment Markets division and 
from across New Ireland, one of the country’s leading pension providers. 
 
New Ireland, as a member of Insurance Ireland also had significant input into that consultation 
submission. 
 
In our introduction we have outlined: 
 

 Some areas for further consideration and 

 Our view on possible options available for how AE could best work 
 
 
 

mailto:michael.murphy@newireland.ie
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Areas for further consideration 
 
While many of the proposals in the Strawman make good intrinsic sense, there are a number of 
points that we would highlight as areas for further consideration: 
 

 The AE system needs to integrate with the existing pension system and cater for the fact 
that people will move between the two. 

 Modern retirement involves greater flexibility and people phasing out of work. We would 
encourage the AE system to support this approach to retirement. 

 The role of the Central Processing Authority (CPA). We welcome the concept, but recognise 
that balance is required between leveraging existing infrastructure versus the cost and 
complexity of setting up the CPA.  

 
Alignment with the current system 
 
We would also like to acknowledge the work of the Interdepartmental Pensions Reform and 
Taxation Group (IDPRTG) in preparing their consultation. There is a considerable crossover between 
the two consultations, it is important that recommendations and decisions from one are considered 
in the other. 
 
Our hope is that, at the end of the simplification and reform process, we will have a pension system 
that is trusted and easily understood by the pension savers of today and the future. It is our view 
that, whatever recommendations and changes are brought about through this process should be 
implemented into the AE system.  
 
Whilst the AE system, as set out in the Strawman document, has been designed with a specific 
cohort of the Irish workforce in mind, those with no current pension provision, particularly the lower 
paid, and those employed by very small employers.  
 
In our view, a fully functioning AE system should not be designed in isolation of the other very 
positive work being undertaken as part of the wider pension reforms. To do so ignores the 
increasingly fluid nature of employment and work. 
 
The Strawman makes reference to how the AE system will complement existing private pension 
provision; however, there is no clear demonstration of how this will be achieved. In our view, the AE 
system should not be introduced to the detriment of the existing system. Good quality, well 
managed pension schemes should not be threatened through the introduction of AE.   
 
Flexible drawdown options 
 
“A Roadmap for Pensions Reform 2018-2023” put forward the idea of a far more flexible retirement 
or decumulation environment. It correctly challenges the concept of having a “Normal Retirement 
Age” and has suggested the introduction of a more phased or staged approach to retirement, with 
both private and State pensions. 
 
We would fully support this new way of thinking. It is becoming increasingly clear that the way 
benefits are drawn down from pensions today needs to move with the times so as to support the 
principle of allowing longer, and more varied, working lives.  
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When considering the final structure of the AE system this also needs to be factored into its design.  
 
We acknowledge that there exists a contrary view, namely that the AE provision is intended to 
protect against reliance on State support in retirement, and that adequate income in later life is 
inevitably impacted by earlier access. 
 
While the plan to get the AE system up and running as soon as possible is the right approach, it 
should not “get ahead” of the simplification process in a way that would create anomalies or 
inconsistencies between the AE system and the existing system, as it evolves under simplification. 
 
The role of the Central Processing Authority (CPA) 
 
There are certainly merits to having a central processing hub but careful consideration is needed in 
how this will operate and how can the system best leverage the existing infrastructure in place in the 
pensions industry.  
 
Modern technology should lead to easy integrations to payroll systems and may reduce the need for 
certain aspects of the proposed CPA functionality. In addition, investment in technology to support 
more digital communication methods by existing industry providers should be leveraged in engaging 
customers in their retirement planning. 
 
Alternative options for AE 
 
We would see that there are a number of potential options but, in order to address the needs of all 
existing and new pension savers, we would call out two approaches that should be considered. We 
think that Option 1 (using the existing taxation system but into a greatly simplified pension 
framework) is preferable. 
 
We also understand the attractiveness of a simple offering as outlined in the Strawman. The 
challenge is that simplification reduces when considered in the totality of the overall saving for 
retirement system and how the AE and existing system interact. 
 
Option 1 – roll out of AE in line with current pension rules 
 

 Providers (subject to satisfying specified standards) could apply to become “AE authorised”. 
 The CPA would provide enrolment and data management functions. 
 The AE provider would be determined by the employer. 
 The AE provider would provide employees with support and advice in relation to adequacy, 

investment choice and ultimately retirement advice. 
 Marginal tax relief system would apply with contributions deducted at source by employers. 
 Existing options at retirement.  

 
These options will evolve as the simplification process is implemented. 
 
Option 2 – the AE system as set out in the Strawman with current pension rules applicable to existing 
pension arrangements 
 
The major benefit is the simplicity of the AE system in isolation. It will be favourable for lower rate 
tax payers and will result in significantly increased number of Irish workers saving for retirement. 
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This would work very well for those who are given the choice to opt-in or choose the option that is 
“most appropriate or suitable” to them based on their own personal circumstances. This may not be 
the case for all (probably most) employees.  
 
A number of questions also arise around how this overall system will work: 
 

 What approach does an employer with a range of employees with different income levels, 
and ages and with different requirements i.e. preferred retirement date? 

 Will the employer be expected to offer both pension and AE? 

 In workplaces where an individual employee arranges their own pension products, a PRSA 
being the most likely choice, will employers be required to make mandatory contributions to 
such arrangement at the prevailing rate? 

 
In general, we believe that there will be relatively significant challenges in having two separate 
systems. For example, there will be times where employee circumstances and needs change 
meaning switching from AE to non-AE pension, or vice versa, would be more favourable to them at 
that point in time. Two systems will automatically result in arbitrage opportunities. 
 
As a result we would favour Option 1, which is much like the UK system, but into a much simplified 
pension system. 
 
The role of Bank of Ireland 
 
Bank of Ireland, and our wholly owned subsidiary New Ireland, has, and will continue to, invest 
substantially in the capability required to service the evolving needs of all our pension customers, as 
demonstrated by our recent technology partnership with “Smart Pension Limited”. 
 
Smart Pension Limited is a market leader in AE in the UK and together we will come to the Irish 
market with our market leading offering in Q1 2019. Through this partnership, New Ireland can help 
to improve and transform the Irish pensions market, including AE, by delivering: 
 

 A better customer experience through transparency, state of the art technology and greatly 
simplified processes, and  

 Significantly better value for customers by transforming the cost of delivering pension 
services. 
 

We are keen to work with the Department to support the roll out of AE and drive better retirement 
outcomes for Irish people. 
 
 
If you have any queries on any aspects of this submission feel free to contact us. 
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Section 4.1 – Administrative Arrangements and Organisation Approach 
 

1. Is the rationale for use of a CPA sound? 
 

2. What are the potential strengths and weaknesses of a CPA structure? Do you believe that 
the CPA model proposed can be improved? If so, how? 
 

3. If you don’t agree with the CPA model, can you suggest alternatives? 
 
We would agree that the creation of a “central hub” would bring with it a number of efficiencies to 
the AE system. Having one centralised, standardised front end portal makes sense from an end users 
(employee) perspective.  
 
Having one online portal to interact with that will host all, or the majority of, the information they 
require in making their decision about (a) the provider to use and (b) what fund(s) to select. 
 
Under the proposed AE structure, a centralised front end collection channel delivers ease of use for 
employers. The portal will presumably be identical regardless of the Registered Provider or fund(s) 
that the contributions are directed to. 
 
From the Registered Providers point of view, a CPA would aggregate flows of money, which should, 
if funnelled correctly, increase the efficiency of the investment process due to the higher volumes 
and paced deployment resulting in lower transaction costs to investors (employees). 
 
We do however believe that the roles and responsibilities of the new CPA, as set out in the 
consultation, are too broad.  
 
In order to frame our response we will set out the proposed functions (and sub-set of functions) and 
our thoughts under each. 
 

i. Employer and employee registration and compliance monitoring 
 
Having one initial registration point for employers is the right approach. However, we are not sure if 

discharging the employer from the decision process at this point would bring about the best 

outcomes. As an alternative, following the initial registration with the CPA, a range of providers 

could be made available to employers via the central hub. 

 

Providers could be given access to the employer to put forward their individual AE offering and this 

would also foster a sense of employer engagement in the process. Studies have shown that the level 

of trust between employee and employer is greater than employee and the State and/or pension 

providers1. Employers currently play a very positive role in supporting pension, and other benefits, in 

the workforce and this should not be overlooked.  

 

 

 

                                                           
1
 See Trust and confidence in pensions and pension providers (the Department for Work and Pensions Research Summary, 

Kelly 2007) 
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There needs to be a very clear set of guidelines, provided to all stakeholders, in relation to AE 

compliance and enforcement.  

 

Strategy, policy and operational matters relating to prevention, detection, investigation and 

enforcement of non-compliant employers need to be clearly understood by all. It is important that 

there will be a credible threat of enforcement and this may require the collaboration of different 

State bodies. 

 

ii. Education, information and awareness provider 
 
We would suggest that an online portal should be used to provide much of the general information 
in relation to AE i.e. who it applies to, the benefits of it, details of contributions, opt-out rules and a 
list of approved providers. 
 
The portal should include links to the “authorised” providers where employers and/or employees 
can access the details of the options available through that provider, online benefit statements etc. 
 

iii. Sourcing, approving, appointing and removing providers and oversight 
 
It is proposed that this would be through an initial tender process and that monitoring ongoing 
compliance of providers to ensure “minimum standards for service delivery and product features” 
will be within the remit of the CPA.  
 
There are clear conflicts between the role of selecting providers and subsequently providing the 
oversight. It hard to envisage how the one entity could take responsibility for performing both 
functions. 
 
There is crossover between some of the proposed roles of the CPA and the roles of existing 
regulators i.e. The Pensions Authority and Central Bank of Ireland. This would need to be clarified. 
 
Furthermore, if the vehicle used by Registered Providers is a Master Trust, then under IORP II the 
Pensions Authority would be responsible for the authorisation and monitoring of the Master Trust. 
 
The power to remove the approval of a provider, at any stage or through a re-tender process, would 
have far reaching implications for any provider operating within and outside the AE system. Such 
powers, if required, should remain within the remit of the existing regulators. 
 
Through the consultation and the subsequent fora it has been made clear that the CPA would not be 
a regulator but some of these functions would lead us to think otherwise. Full clarity is needed 
around the exact nature of the tender process and ongoing oversight of products and services. 
 
Bank of Ireland would also prefer a system where the number of providers is not limited but an open 
market where key standards and criteria need to be met. 
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iv. Distribution of assets where a Registered Provider has their approval removed 

 
As referred to in our previous point, the CPA will have powers to remove the AE approval of a 
provider through a re-tendering process on an as yet agreed rolling basis. The consultation has 
suggested that, in this event, the unsuccessful provider will not be allocated any new AE members 
and responsibility for existing member accounts will be passed to incoming providers. 
 
We would suggest that if this were to happen, existing members should be provided with options, 
including the option to transfer to one of the existing providers. These options are unlikely to be 
made available by the provider so would fall within the remit of the CPA. 
 
The assets will need to be bulk transferred from the existing provider to the CPA and from the CPA 
to the new provider or providers. If a Master Trust model is used for AE such a transfer is going to 
fall under the “Occupational Pension Schemes (Duties of Trustees in Connection with Bulk Transfer) 
Regulations 2009”.  
 
That being the case, individual employee consent would be required, before the trustees of the 
Master Trust could transfer the employee entitlements out.  
 
If consent is not received the Regulations prescribe that information regarding the transfer must be 
notified by the transferring scheme trustees to the transferring scheme members and their 
authorised trade union(s). This information needs to be provided at least two months before the 
date of the proposed bulk transfer. The information is very detailed and can be found using the 
following link http://www.irishstatutebook.ie/eli/2009/si/177/made/en/print 
 
Even if the existing provider were willing to transfer the assets, the trustees of the Master Trust 
(being completely independent from the provider) could not simply agree to this given their 
fiduciary responsibilities. 
 
There are further conflicts in terms of the CPA where they have responsibility for overseeing the re-
tendering process, potentially removing a provider and also have responsibilities to ensure the 
compliant transfer of assets. 
 
We would suggest the role of the CPA, in both approving and removing providers, and managing the 
individual accounts has the potential to attract the perception of a conflict of interest. 
 
We would also feel that there will be lack of understanding from a customer perspective which is 
potentially very unsettling. 
  

v. Collection of contributions and remittance to the providers 
 

Of the countries studied in the Appendix, only New Zealand has central administration of 
contribution collection. However, the starting point in New Zealand was different when compared to 
Ireland and other countries as it did not have a well-developed occupational/private pension 
infrastructure when AE was launched. 
 
A CPA looking after collection of contributions would require a costly and complex new contribution, 
collection and remittance infrastructure to be created. Existing pension providers have the systems 
functionality and track record of delivering it already.  
 

http://www.irishstatutebook.ie/eli/2009/si/177/made/en/print
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This existing infrastructure could be adapted to fit the AE solution rather than the State undertaking 
the cost of building a new system. 
 
The collection of contributions and remittance to providers is further complicated by the proposal of 
a matching State contribution in conjunction with the existing system of marginal tax relief. It would 
appear that payments to the CPA will be coming from two sources: 
 

1) Employers and  
2) Whoever is charged with the calculation and payment of the State contribution  

 
The amount of the State contribution will not be known until such time as the quantum of all 
employee contributions is paid to the CPA i.e. to allow for opt-ins and opt-outs, payments based on 
fluctuating earnings for certain employees. In addition, employers will have different payment 
frequencies, weekly, bi-weekly, 4 weekly monthly that will need to be considered in the design. 
 
There is an “out of market” risk if there are delays between the point the CPA receives and processes 
the employer and employee payment and “applies” for and receives the State payment. Payments 
might be remitted to providers for the same employees at different points, employer and employee 
first, followed by State. 
 
This could result in significant issues such as those seen in New Zealand at the inception of their AE 
programme. New Zealand had significant teething issues getting contributions from the employers 
to a fund manager quickly because it set up a system similar to that proposed in the Strawman. 
 
Australia manages a completely compulsory scheme using the banking system to handle payments 
with no central Government hub. There could be a significant cost saving of time and effort, of the 
Department, were they to use existing infrastructure for the collection and remittance of 
contributions. 
 
It would also remove another conflict for the CPA if responsible for the premium management 
process was handled by an entity different to the one overseeing the effective management of the 
same process.  
 
We would also suggest that this is a potential weakness in replacing (for AE employees) the current 
net pay tax relief system. 
 

vi. Data management 
 

Having one entity responsible for managing the individual employee contracts through the 
employees working life would deliver many positives: 
 

 Ensuring eligibility criteria are met on an ongoing basis 
 The ability to seamlessly deal with changes of employment “pot follows member” 
 A re-enrolment process that would cater for employee movements without the link to three 

year rule proposed being broken 
 Being State run it will have access to a secure online authentication tool 

 
This is an area where we believe the CPA would be a significant positive addition to the AE 
infrastructure and we are fully supportive of these efforts. 
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vii. “Day to day” member account management 

 
The consultation proposes that fund switches will be allowed for members and we would support 
this view and, where the employee is looking to switch funds provided by the same provider, would 
suggest that these requests do not need to be routed through the CPA. Instead such requests should 
be sent directly to the Registered Providers. 
 
This will reduce administrative time lags, the risk of being “out of the market” for an unknown 
period of time and would reduce trading costs borne by the funds (and ultimately employees). 
 
We would also recommend that switching between Registered Providers should be permitted.   
 
Many employees may, through the carousel process if it is used, be placed in the default investment 
choice of a default provider, due to initial inertia. Over time, we expect a certain percentage of those 
who remain in the AE system will look to take greater control over the management of their 
accounts and in doing so will want to change provider. 
 
Under the proposed model where contributions are routed through the CPA, a request to change 
provider would have to be actioned by the CPA. 
 
It is also proposed that opt-out requests (refunds of contributions) should be made by the employee 
to the CPA. If that were the case, consideration will be needed on who will notify the employer to 
cease deductions from the employee’s salary and cease payment of employer contributions? We 
would suggest that the employee notify the employer first. 
 
A request will still need to come from the CPA to the Registered Provider to enable the current value 
(of contributions or fund) to be paid back the CPA. This will include the employer and State 
contributions. 
 
If the relationship was between the employer and the provider such requests could be processed in 
a more efficient way. 
 
If all payments in and out of the AE system are processed by the CPA, assuming (as suggested) that 
transfers between AE and current pension products are permitted, then it follows that transfers will 
also fall under the remit of the CPA.  
 
Existing pension scheme providers have systems, procedures and rules that were built to process 
such requests. Transactions, as set out in this section, need to be considered in the wider context of 
the CPA and contribution collection. 
 
viii. Extension into decumulation phase? 

 
Depending on the final design of the drawdown options the CPA may retain responsibility for 
employee assets in the decumulation phase. If “in scheme drawdown” is permitted there will be no 
clear conversion of assets from pre-retirement to post-retirement vehicles. 
 
The roles and responsibilities of the CPA in a decumulation phase needs to be considered further as 
part of the design process. If introduced, there needs to consistency of “in scheme drawdown” 
between AE and the rest of the pensions market. 
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4. Have you suggestions for how the operating costs of the CPA model could be covered? 

 
Creation of a full CPA role, as envisaged through the Strawman, would have a high infrastructure 
design cost. In the UK, NEST took both time and money to create, with an outstanding Government 
set-up loan of £623 million as at 31 March 2018 and not forecast to breakeven until 2027 or free of 
all funding debt until 20392.  
 
Exact operating costs will not be known until the final CPA operating model has been agreed. In the 
previous section we have called out a number of areas where the CPA could be “scaled back”. If 
implemented without some aspects e.g. contribution collection, it could lead to lower initial and 
ongoing management costs. 
 
The suggestion is that the 0.5% would be the total cost to the members to provide all AE services, 
annual administration and investment management charges. This would be split depending on the 
weight of services provided by CPA and Registered Provider.  
 
Unless the substantial initial and ongoing costs of the CPA are being met by the taxpayers, some part 
of the member charges would go towards the financing of the CPA. 
 
To produce a system with good communications, effective and easy to use customer service and 
operating systems, high standards of ongoing customer service, provision of investment service, 
trustee services and a robust decumulation process at the end, within those cost parameters would 
be very challenging and in our view needs to leverage as much of the existing infrastructure as 
possible.  
 
See our answer to question 11 for further thoughts on administration and investment fees. 
 

5. Is the use of commercial providers for the provision of retirement savings options the right 
approach? 

 
Yes we believe so.   
There is no existing “public body” to provide these services and the costs to establish these services, 
in addition to the provision of the CPA, would be prohibitively high.  
 
Outsourcing these costs to a commercial provider, with established asset management and client 
servicing capabilities, is more efficient from both a cost and timeline perspective. This has also been 
the approach taken internationally and implemented successfully in Australia, New Zealand and the 
UK. 
 
Existing commercial providers have the structures, systems and processes in place to provide 
retirement solutions and administrative capabilities to employers and their employees. 
 
As mentioned previously, strong consideration should be given to using (recycling) the existing 
systems. This is where the expertise currently sits in terms of dealing with the complex 
administration of contribution collection, investment and management and eventual decumulation. 
Also, the cost of new systems is highly risky and something that has cost companies and entire 
markets billions of Euros, with solutions that fell significantly short of what was initially intended. 
 

                                                           
2
 National Employment and Saving Trust Corporation Annual report and accounts 2017/2018 
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It is correct to look to provide all of these services in a cost effective way. If new entrants to the 
market bring innovation and commitment to ongoing market participation then this should be 
welcomed. 
 

6. Is it appropriate to limit the number of approved AE Registered Providers, as proposed, in 
order to provide economies of scale and drive down unit costs? 

 
It is our view that there are a limited number of providers currently that can offer customer 
(business and individual) access, investment expertise, pension expertise, and the right technology 
to deliver effectively. 
 
In our view, it should be an open market once certain key capabilities and standards are met with a 
very robust approval process to ensure that the approved providers will have the scale and 
capability to deliver. 

 
7. If so, is the maximum figure proposed of four providers about right? Or should it be more 

or less, and if so, why? 
 
We believe it should be an open market with very robust qualifying criteria. 

 
8. Are there alternatives that can achieve the economies of scale required other than to 

select a limited number of providers by open tender? 
 
If AE is to be as cost effective as the State wants it to be, it needs to operate within an open and 
competitive market. If that market is artificially restricted through barriers to access, for both 
current and new providers, it dilutes the overall goal. Competition organically generates efficiencies 
and drives down costs. 
 
Therefore, we do not agree that limiting the number of Registered Providers will provide economies 
of scale, it may go some way towards reducing costs but it may not be as meaningful as expected. If 
restrictions are to be applied, we believe that four or less providers is too narrow to offer enough 
choice. 
 
It is also important that there is strong representation from providers who are Irish owned and 
based. While there are benefits from international providers, commitment to the country and 
market is critical for something this important. This is a long-term initiative and multinationals have 
a track record of reducing capability in markets or withdrawing from markets entirely.  
 
Given the small size of the market and the low fees, long-term commitment to the market is critical 
as withdrawals would be very damaging to the initiative and also the Government.     
 
As discussed earlier, there should be clear criteria to be met by providers with a robust authorisation 
process. The recent experience in the UK demonstrates the need for such a process. 
 
In addition, if AE is rolled out using the existing pension system, then the use of Master Trusts has 
the potential to drive scale efficiencies. 
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9. What do you believe is the optimum governance structure for Registered Providers and 

why? (e.g. Master Trust or insurance based contract providers) 
 
Under the proposed structure, where employers are removed from the decision making process and 
where default providers and investment choices are the likely options for the majority of members, 
it is hard to see a role for a trustee.  
 
Some of the functions required of a Master Trust and/or a Personal Retirement Saving Account 
(PRSA) are being superseded by the CPA.  
 

 Pensions Authority Master Trust regulatory proposals would not fit with CPA, as envisaged 
 The structure in the Strawman would also mean that a PRSA provider would not be able to 

comply with Central Bank of Ireland (CBI) Consumer Protection Code requirements. 
 
This would lead us to suggest that a new type of contract based vehicle may need to be created. This 
is at a point when simplification and rationalisation of the existing range of vehicles is being 
suggested and there is little or no appetite to end up with something completely new. 
 
However, if the responsibilities of the CPA were reduced and the system was integrated with the 
existing pension system, then we see a very important role for Master Trusts. 
 
The Department’s AE team needs to work closely with both the Pensions Authority and the CBI to 
ensure that we end up with a coherent and effective regulatory environment for AE and other 
retirement savings vehicles. 
 

10. Where a member elects not to choose a provider and fund option, is it appropriate to 
allocate them to the default fund of one of the AE Registered Providers on a carousel 
basis, or is there a better alternative you would suggest? 
 

See answer to questions 6, 7 and 8.  
The alternative to this is employer choice, see answer to question 14.  
 
Regardless of whether employees are defaulted they should have the right to switch their Registered 
Provider at any point. 

 
11. What is an appropriate maximum limit on the level of administration/investment 

management fees? 
 

We agree with the goal of a strong focus on value for money for investors and doing so by setting 

parameters for investment managers. Fees are part of those parameters, so are considerations as to 

the universe of investable assets, the balance of active and passive management and 

targeted/expected returns of the portfolio.   

 

The net outcome (i.e. the return) after all of these factors have been considered is the primary 

concern in ensuring participants in this AE programme achieve income adequacy in retirement. No 

one individual constraint should dominate the goal of maximising returns for participants.   
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Over emphasis on maximum limits may result in the unintended consequence of forcing Registered 

Providers to produce an investment portfolio which they believe is sub-optimal.   

 

For that reason we have concerns around a fee cap that is restrictive on optimal investment options.  

 

Research conducted by the Investment Company Institute (ICI) in the US has found, on average, fees 

for long-term mutual funds have declined substantially for more than 20 years. At 0.59% and 0.48% 

respectively3 for equity and fixed income mutual funds, fees are approaching half what they were 20 

years ago. Similar trends are evident in Europe.   

 

Cost is a significant component in net asset flows in any mandate and potential Registered Providers 

are aware that this is even more pronounced for programmes as meaningful as AE. Equally as 

important however is the quality of the proposition and we have concerns this quality may be 

affected by fee limits in the following manner: 

 

Excluded asset classes 

The maximum fee limit of the proposed Strawman will likely exclude many asset classes from the 

investable universe.   

Examples of such assets may include; unlisted real estate, private credit, private equity and 

infrastructure to name a few.   

 

These investments are often referred to in a collective manner as ‘alternatives’. These will be 

excluded based solely on cost with no consideration given to the potential positive impact their 

inclusion may have on investment outcomes. Often referenced positive impacts these assets may 

offer portfolios include; differentiated sources of return, potential risk reduction and potential 

return enhancement within the overall portfolio4.   

 

While no guarantee can be given to how these assets may ultimately perform, what has been 

evidenced across the market is, the greater use of these assets by investment programmes with long 

time horizons like pension funds, both Defined Benefit and Defined Contribution schemes.  

 

The annual Global Pension Assets Study finds that over the last 20 years, allocations to real estate, 

private equity and infrastructure has moved from about 4% to around 20% for the largest pension 

funds globally. Allocations to traditional assets like fixed income, equities and cash have reduced 

over the same time frame5.  

 

Within the multi-asset funds we manage we also have a meaningful allocation to alternative assets 

for their positive characteristics listed above.  

 

                                                           
3
 Duvall, James and Morris Mitler, 2018. “Trends in the Expenses and Fees of Funds, 2017.”  

  ICI Research Perspective 24, no. 3. (April) 
4
 World Economic Forum (2015), Alternative Investments 2020: The Future of Alternative Investments 

5
 WillisTowersWatson Thinking ahead Institute Global Pension Assets Study 2018 
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Alternatives are important return drivers for portfolios and the inclusion of a fee cap, while well 

intentioned, will result in portfolios which are missing this important engine for growth.   

 

Careful consideration needs to be given to the prioritisation of cost versus portfolio quality and 

performance. The introduction of a fee cap will significantly impede the breadth of options available 

to Registered Providers to generate return for retirement savers. 

 

Current market conditions   

Our forward looking investment view is, and has been for some time, that investors over the next 

decade at least, should expect lower future returns from traditional assets (equity, fixed income and 

cash) than we have seen historically.   

 

Assuming our estimates are reasonable, the traditional 60/40 equity/fixed income portfolio may 

only return 3-4% in aggregate.  This is well below what most investors will require in order to close 

the saving gap and provide an adequate level of income in retirement.   

 

While the traditional 60/40 portfolio has performed well in recent years, the path ahead continues 

to look challenging against a backdrop of low interest rates in many markets, quantitative tightening 

in others, wage pressures, oil price swings, tariff concerns etc. Consistent with this, there is also the 

risk of higher volatility ahead across global markets so beyond the threat of lower returns from each 

constituent part of portfolio, it may also be a more volatile investment journey.  

We believe investors need access to the diversifying assets described earlier to help boost overall 
returns of their portfolio and help smooth the investment journey. These additions are unlikely to be 
possible with an investment management fee cap of 0.5%. 

Over reliance on passive investments 

With a fee cap of 0.5% there will be a heavy reliance on passive investments within any proposition 

brought to market. The proliferation of passives over the last number of years has been a catalyst for 

significant price competition to the market.  

 

Passive funds are not without their challenges. While they work well where your goal is broad 

market exposure in large, liquid, well-functioning markets, they are less effective in more inefficient 

markets (emerging markets for example which tend to be less liquid), or in bespoke areas where 

active management is necessary such as real estate or infrastructure.  

 

Passive investments are also only as good as the as the index or market they track. If the index is 

poorly defined, or if the market has significant region or industry concentrations, passive 

investments may result in highly concentrated positions which can also mean concentrated risks.  

 

Many of the more recently constructed AE programmes globally, particularly in the UK where they 

have a fee cap, have a heavy reliance on passive investments.  
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Having an investment programme heavily reliant on passive investments is fine in certain market 

conditions such as the high-return, low volatility market we have seen over the past 5–10 years.  

 

As described previously, that low volatility environment is waning. As we enter a period of increased 

volatility we believe a more balanced portfolio of active and passive management is needed to 

ensure a greater breadth in investment choice and a higher certainty of successful outcomes for 

individuals.  

 

To ignore the benefits active management can offer, we believe, will materially impact on the 

returns saver’s portfolios can generate and ultimately the income adequacy that the system will be 

able to deliver.  

 

Viability 

Finally we are concerned as to the viability of an AE programme with a fee cap in a market the size of 

Ireland. The UK is the only market with a fee cap for AE and that is set at 0.75%. The fee cap 

suggested for Ireland in 33% less at 0.5%.   

 

UK AE has, since inception, enrolled more than 9,300,000 people automatically6. The Irish market 

has an estimated pool of eligible participants, at inception, between 400,000 and 600,000.  

The UK cap is focused on investment management fees only. There have been suggestions that the 

proposed fee in Ireland of 0.5% is an ‘all-in’ fee including administrative fees, trustee fees, custodian 

fees etc. and may also bear the cost of the CPA which is currently unknown but will be significant.  

 

We are concerned that the quality of the proposal that could be offered after all of these costs have 

been accounted for would be sub-standard given how little would remain to spend on investments. 

 

While consideration of minimising costs is absolutely the correct approach it is not the only 

consideration. Over concentration on fees could create a situation where the designers of the 

programme overlook other factors that also have fiduciary implications, the most important of 

which is sound portfolio construction, which we believe should be the primary focus in the design of 

the programme.  

 

Construction of a sound portfolio, against the current market environment and forward looking 

return expectations will be challenging in the face of a fee cap of 0.5%.  

 

We appreciate this is a difficult balancing act, however, the focus must be on ‘best value’ for 

investors, taking into account the overall investment proposition rather than ‘lowest cost at expense 

of all other portfolio considerations’.  

 

 

 

                                                           
6https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/workplacepensions/articles/pensionparticipationatrecordhighbutc
ontributionsclusteratminimumlevels/2018-05-04 
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As an alternative to the 0.5% cap, other fee approaches which may be worth considering are:  

 

(1) Link the fund fees to the ‘average’ multi-asset fund in Ireland, thereby giving the 

Government comfort that there is an upper bound to the fee level but allows providers 

scope to provide a ‘best value proposition’ including allocations to alternatives. 

(2) Implement a higher fee cap for example 1-1.25% which offer the Government a more 

definite upper bound than option (1) but again, allow investment managers more scope to 

create ‘best value proposition’ including allocations to alternatives. 

(3) Leave the price setting open to market forces.   

 

We are available at any stage to discuss these options further with the Department. 

 
12. What is the appropriate timeframe between each tender round (e.g. 5, 7, 10 years) and 

why? 
 
We would have reservations in relation to the concept of re-tendering but would recognise that 
regular review of services would be very important.  
 
Operational reviews or audits, rather than a re-tendering process, should be conducted on an 
ongoing basis with the reviewer – the CPA, Pensions Authority or Central Bank of Ireland - issuing 
recommendations if they find that standards need to be improved. 
 
From an investment perspective it is hard to argue for a review process of shorter than 10 years as 
you would need this long to cover a full investment cycle. However, if the issue is related to an 
operational or governance issue you should be in a position to cancel those contracts immediately.  
 
While providers already have infrastructure in place to administer AE pensions investment in 
systems and processes will be required.  
 
The phased roll out and auto-indexation of contributions over the initial six year period, together 
with the low level of contributions during the first few years, should also be taken into 
consideration, if a re-tendering process is part of the AE system. 
 
To make AE commercially viable for providers we feel that the minimum period before any re-
tendering could be looked at would be 15 years. 
 

13. Do you think the proposed timeframes for roll-out of AE is reasonable and achievable? 
 

Whilst we support an aggressive timeline and, from a Bank of Ireland perspective we are already 
putting investment in place to position ourselves to deliver to AE, we feel that the proposed timeline 
is very ambitious. It will only be achievable if there was significant political support to prioritise AE 
immediately. 
 
The structure of the system needs time to be debated by stakeholders; legislation needs to be 
drafted, debated at committee stage of the Oireachtas, approved, the necessary governance 
frameworks agreed and operational infrastructure in place to support a “go live” date of 2022. 
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The IDPRTG “Consultation on Supplementary Pensions Reform” has also just closed for submissions 
and the appropriate time is required to allow the simplification process to take place before adding a 
new pension structure to the mix.  
 
To truly benefit all pension savers we require a system that has a standard set of rules that apply to 
all “products” operating within that system. We would feel that AE should not be rushed through at 
the expense of adding further complexity. 
 

14. Do you believe that employees should select their preferred provider or should employers 
be required to select a Registered Provider on their behalf? 

 
As stated earlier, we believe that employer engagement in AE is very important and the initial rollout 
will work best if employers are centrally involved in the process.  
 
Following the initial registration with the CPA, a range of providers could be made available to 
employers through the central hub. Employers currently play a very positive role in supporting 
pension, and other benefits, in the workforce and this should not be overlooked. 
 
However, we are also very supportive of pot follows member and recognise the need for employers 
to be able to support multiple providers. 
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Section 4.2 – Target Membership 
 

15. Should there be a lower/upper earnings threshold triggering automatic enrolment? 
 

16. If so, is the proposed earnings threshold of €20,000 p.a. above which members will be 
automatically enrolled into the system appropriate?  
If not, what would you propose as the earnings threshold and why? 

 
17. Do you agree with the proposal to review the earnings threshold on five year basis, if not, 

what adjustment process would you propose? 
 
The current full rate of Old Age Contributory State Pension replaces two-thirds of pre-retirement 
income for anyone earning €20,000 p.a. This together with “benchmarking” and future increases in 
State Pension being linked to CPI and wage increases would suggest that having a lower earnings 
threshold of €20,000 (as proposed) is a reasonable approach. 
 
It does create a number of potential issues and anomalies: 
 

 It excludes 310,000 employees (between 23 and 60) from automatic enrolment into the 
system 

 It creates a “cliff edge” effect for those going above the threshold 
 There will be employees whose income fluctuates above and below the threshold at 

different points 
 Certain increases in earnings will put employees above the lower threshold and could see 

actual reductions in take home pay, once they are opted in and pension contributions are 
deducted from net income. 
Example  
Employee earning €19,500 receives a 3% pay increase taking earnings to €20,085 
Assume prevailing contribution rate at the point they enter AE is 3% i.e. €602.55 
Earnings after pension contribution = €19,482 

 Employers may look to keep earnings below the lower threshold so as to avoid mandatory 
employer contributions e.g. reduce employee hours or rate of pay 

 
To provide for simplicity, there is a lot to be said for having no lower income threshold with 
everyone opted in with the ability to opt-out. 
 
If there is a lower earnings threshold it should be subject to regular review in line with average 
earnings. Every five years, as proposed, is appropriate.  
 
Consideration should be made as to whether the review should be more regular, possibly annually 
as part of the Budget process.  
 
More regular reviews should result in smaller and more manageable adjustments for individuals. If 
the threshold to adjust is once every five years it may become a political decision for the incumbent 
Government. 
 
We are not in favour of an upper earnings threshold which excludes employees from being included 
in any pension arrangement. If there is an absolute requirement to have one, it should be set at the 
current upper limit for tax relief purposes of €115,000 so as to be consistent with non-AE pensions. 
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18. Should there be a lower/upper age threshold of automatic enrolment? 

 
19. If so, are the proposed age thresholds appropriate? If not, what would you propose as the 

age thresholds and why? 
 
Creating a delay between an employee starting in employment and being automatically enrolled into 
a pension doesn’t serve any real purpose. 
 
In the same way as having a lower earnings threshold it creates a “cliff edge” effect in terms of the 
cost to the employer and employee once they turn 23.  
 
One reason put forward for having a lower age threshold is the fact that those under 22 are likely to 
change employments more regularly. The “pot follows member” approach would create an 
environment where changes in employment, at any age, should not be a barrier for inclusion to the 
system. 
 
The consultation paper refers to the fact that 52% of those under 25 are participating in higher 
education. That still leaves 48% that are not and within the 52% there will be a certain percentage 
not in full time education. Having a lower age threshold excludes a group of younger employees who 
have commenced “serious” employment and therefore should have the same rights to access AE as 
any other employee. These employees should be encouraged to get into a savings habit as soon as 
they begin earning. Putting that off, for up to 5 years, does not make doesn’t make sense. 
 
The UK has a lower age threshold of 22 but their recent “Automatic Enrolment Review 2017: 
Maintaining the Momentum” has recommended reducing this to age 18. This is in order to normalise 
workplace savings, embed good savings habits earlier, align pension saving with areas of life such as 
leaving full-time education, universal access to benefits and mainstream services. We would agree 
that if there is be a lower age threshold then 18 is more appropriate. 
 
Strand 6 of “A Roadmap for Pensions Reform” suggests that those who wish to continue in 
employment or indeed re-train and remain in the workforce beyond the “traditional normal 
retirement age” be given the flexibility to do this. This is in line with current trends showing people 
working well into their 60s as well as re-training and moving employment during those years. 
 
Having an upper age threshold to be auto enrolled after age 60 is at odds with this and indeed could 
be considered discriminatory. We would suggest that no age restrictions should apply. 
 
One of the reasons put forward for the upper age threshold is that benefits accrued in the years 
after age 60 may not merit the administrative and financial cost of inclusion. Many of those who 
change employment in their 60s will have accrued benefits, private pension or within the AE system, 
up to that point. 
 
It makes sense that they should be allowed and indeed encouraged to continue saving while they 
are working to add to these pots. Affordability is also likely to be less of an issue at this point. 
 
Section 4.7 has suggested that contributions to the AE system would cease on reaching State 
Pension age. While we do not necessarily support the proposal of an upper threshold, if one is 
necessary, that should be the point at which contributions cease and not 60. 
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20. Should employees outside of the age/earnings criteria triggering automatic enrolment be 

able to opt in? 
 
Subject to our comments to questions 15-19. 
 
We would agree that, if there are employees excluded from being automatically opted in to the 
system, these employees should have the ability to opt-in on a voluntary basis.  
 
Consideration is required as to what rates of contributions that someone opting in would be 
required to pay and whether or not there should be mandatory employer and State financial 
incentives. 
 
In our view matching employer contributions and State financial incentives should apply to 
employees opting in to the system. It is also reasonable to expect anyone opting in to make 
contributions at the prevailing contribution rate at date of joining. 
 

21. How should those with more than one source of employment be treated? 
 
We agree that where an individual has more than one source of employment/income then the 
aggregate income from all sources should be considered for the purposes of AE. However, from a 
logistical standpoint this would be very difficult to apply in practice. 
 
Scenario A 
Where the two sources of income are through “employment” i.e. Schedule E, PAYE income, one 
employer will not automatically know about the other. The result is that the employee could have 
one or both incomes that would not qualify for automatic opt-in in their own right and would not be 
included for pension contribution on one or both of those employments.  
 
Under the current taxation system it may be possible to identify such individuals through their PPSN 
and/or employers registered number. 
 
The complexity, delays, administrative burden and risk for employers would make the current 
proposed approach deeply unpopular with employers. The difficulty of dealing properly with this 
small, but growing, part of the workforce has the potential to undermine employer and employee 
confidence in the AE system. 
 
If there is no lower income threshold it addresses this problem. Each employer is obliged to enrol 
the employer and contribute, based only on earnings from their employment. There would be no 
need for complicated processes to establish the amounts being earned from other employments. 
 
Scenario B 
Where one source of income is through employment and the other through self-employment. This 
brings an added layer of complexity.  
 
The onus, as in the example above, could lie with the employee to provide the employer with details 
of the self-employed earnings so as to work out if that brings the employee into the automatic opt-in 
parameters on their employed income. The variability in “regular” (weekly or monthly) earnings of 
the self-employed does not lend itself to such calculations and could also result in an employee 
being in and out of the AE system on an ongoing basis. 
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This scenario is actually not untypical e.g. an individual working as a self-employed cleaner with no 
set working patterns who also works part-time in a retail role.  
 
Another difficulty with scenario B is that the self-employed income will not be pensioned, unless the 
individual in question chooses to opt-in. However, we do believe both situations are worthy of 
creating a system within both can be facilitated as more flexible working continues to become more 
standard within the economy. 
 

22. Do you agree with the approach proposed for self-employed people? If not, what 
modifications would you propose? 
 

It remains to be seen whether the proposed structure would lend itself to the inclusion of the self-
employed. The model is based on fixed contributions linked to a percentage of “earnings”.  
As mentioned under the previous question, it would be difficult to work out what level of 
contributions would be due based on the fluctuating nature of “net relevant income” for those who 
are self-employed. 
 
We are supportive of the concept of the 238,000 self-employed who have no private pension 
provision being given the choice to opt-in to the system.  
 
That said, with no employer and consequently no employer contribution you would question 
whether or not 8% (including State financial incentive as proposed) would provide for adequacy in 
retirement for these individuals. 
 

23. Should people outside the workforce (e.g. carers and homemakers) be eligible to opt-in? If 
so, suggest how this might work in terms of contributions etc. 

 
Homemakers, carers and volunteers should be recognised for their contributions and should they 
decide to opt-in we would suggest that the State financial incentive be made available to them in the 
same way as it is to employees.  
 
We do acknowledge the cost to the Exchequer of allowing them to opt-in, with State incentive, and 
also the possibility of abuse of such a provision. 
 

24. Should all eligible members be enrolled immediately on commencing employment? 
 
Yes, subject to an employee meeting the qualifying criteria (if any) that applies to the system when it 
is launched, they should be enrolled at the point that employment commences. It serves no practical 
purpose to have a “waiting period” even where an employee is required to complete a probationary 
period of employment.  
 
There is a question as to any knock on effect this might have on current rules related to 
Occupational Pension Scheme eligibility. An employer establishing an Occupational Pension Scheme 
can, subject to the equal pension treatment principle, set their own eligibility conditions. These 
eligibility conditions can include waiting periods or minimum periods of employment to be 
completed prior to allowing entry to the scheme.  
 
We believe that such provisions should not be impacted by the rules pertaining to AE. 
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25. Should members of existing pension schemes be allowed to transfer into the AE system? 

 
There are two parts to this question: 
 

(a) Should members of existing pension schemes be allowed to transfer their accrued pension 
entitlements into the AE system and 

(b) Should members of existing pension schemes be allowed to “opt-out” of their schemes and 
transfer into the AE system going forward 

 
(a) 
The question of whether or not accrued pension entitlements should be allowed to transfer will 
depend on whether they are treated in the same way at point of drawdown.  
 
If there were a different tax treatment under the AE system this could potentially lead to arbitrage 
where the transfer of benefits creates a more favourable outcome. We would not be supportive of 
this approach as it undermines the aim of the AE system to focus on increasing coverage and 
adequacy and creates significant practical complexities.  
 
On the assumption that the tax treatment is the same under both systems then we would see no 
reason why employees should not be allowed to transfer accrued pension entitlements into an AE 
pension. This is subject to the simplification of current transfer rules or specific provision being 
allowed for such transfers in the legislation underpinning AE. 
 
This also assists in the goal of pot following member. 
 
(b) 
Where an employer currently operates an Occupational Pension Scheme or employer sponsored 
PRSA there needs be a mechanism for testing and/or approving such arrangements to ensure 
compliance with the “prescribed minimum standards and contribution levels”. 
 
Provided such schemes are found to comply, then employees should not have the right to opt out 
and transfer into the AE system. It is possible that employees may look to move to the AE system to 
avail of the proposed lower contribution rates, even if that meant losing higher employer 
contributions under their existing scheme.  
 
We would not be supportive of a system which would decrease the adequacy of coverage for an 
individual rather than improve it. 
 
Whereas in the first example consideration was required for different tax treatment in the 
decumulation phase, similar consideration is needed here for different tax treatment in the 
accumulation phase. 
 
The difficulty you have with running two systems of tax relief is evident in this case.  
 
While the existing pension scheme might comply in terms of comparable contribution rates (and 
perhaps costs) it would be more beneficial for an employee paying standard rate Income Tax to be 
included in a €1 for €3 matching AE scheme rather than staying in the existing scheme and getting 
marginal tax relief.  
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Where the employer has employees paying Income Tax on earnings at both rates should they now 
introduce an AE scheme for one set of employees and keep the other employees in the existing 
scheme? 
 
Overall we are supportive of flexibility and with a greater proportion of the working population than 
ever moving between jobs we consider it a good design feature. The practicality of its application 
however, must be legislated for correctly to minimise arbitrage possibility which we believe may 
undermine the effectiveness and credibility of the AE system.   
 
In general, this section highlights the inherent challenges to two separate retirement savings 
systems and the risks of arbitrage and the need for advice. 
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Section 4.3 – Employer and Employee Contribution Rates 
 

26. Do you agree with the approach to starting with a low level of contributions increasing on 
a phased basis to a higher level over a period of six years? If not, what approach would 
you propose and why? 

 
27. Do you agree with proposed contribution levels? If not, what contribution levels would 

you propose and why? 
 

We would agree with the proposal to start contributions at a low level initially. This model has been 
used successfully in other countries and the trends, where it has been used, demonstrate that it 
leads to low initial opt-out rates. If anything, you could argue that the proposed starting point is too 
low and that 2% might be more appropriate. 
 
We would also fully agree with the proposal to increase the contributions on a phased basis. This 
should be done within a defined and clear timetable. By providing for automatic increases in 
contributions the proposal addresses not only the issue of coverage, but is also a good step toward 
improving adequacy. Bank of Ireland would see the matching 6% as the base level for Occupational 
Pension Schemes that New Ireland administers. 
 
The question of whether the proposed increases going from minimum to maximum over a six year 
period is too short, too long or appropriate is one that has generated a number of different views 
within our own organisation. There are arguments for considering other alternatives. 
 
Many countries, such as the UK, when they introduced AE, included a “bedding in” period. The 
automatic increases were also scheduled to be applied on a more gradual basis over a longer period 
of time. Bedding in periods allow those new to pension saving the opportunity of getting used to or 
comfortable with the concept but keeping levels low for too long is counterproductive. If such a 
period were to be considered it should be no longer than three years. 
 
In the context of other AE systems, increasing contributions to 6% over six years is quite ambitious. 
There is an underlying risk that it could also lead to higher initial “knee jerk” opt-out rates. Certain 
employees may view the rapid rate of increase in a negative way, particularly where the window to 
opt-out only exists in months seven and eight of their first year of enrolment. 
 
The timelines proposed may have a potential impact on employer payroll costs. It could result in a 
12% increase on employer payroll costs over six years, should employees take home pay be kept 
constant. Inflation and other factors will, at the same time, impose additional costs on employers. 
This is another argument for a longer run in. 
 
The counter argument is why wait that long, one of the stated goals is to create a sense of 
imperative around saving for retirement. Having contributions get to the “maximum” levels as soon 
as possible helps achieve this. 
 
Provided the timelines are clearly documented from the outset and the timetable is implemented in 
accordance with what was set out, then six years would appear to be reasonable. All parties need to 
fully understand their responsibilities and be in a position to plan and budget for increases as they 
are scheduled to be applied. There should be no surprises, delays or alterations which could lead to 
mistrust. 
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28. Should there be an upper threshold on qualifying earnings along the lines described in the 

Strawman or should qualifying earnings be uncapped? 
 

If the purpose of the upper threshold is to put a cap on the maximum employer matching 
contribution as a means to control costs we would have no issue with that. 
 
One aspect that would need to be considered is where an employer has agreed a higher salary or 
bonus structure with employees, explicitly in lieu of automatic inclusion in an employer sponsored 
pension scheme/arrangement. This is more likely to happen for those on higher salary levels. 
 
Those employers will now need to make pension contributions on the higher salaries through AE so, 
in this situation, a cap may be appropriate. 
 
For the purposes of employee contributions, we would recommend that that existing age and 
income related contribution bands i.e. 15-40% of earnings, with earnings capped at €115,000, should 
apply to AE. There should be a State incentive provided up to these levels. 

 
29. Should the Irish AE system incorporate a “disregard” such as used in the UK’s AE system 

whereby earnings between £0 and £6,032 are not subject to a contribution requirement? 
If so, why do you believe a “disregard” should apply and at what level? 

 
Including any income “disregards” adds unnecessary complexity. The employers that have been 
focussed on under the proposed AE system are micro-employers that, in some, if not all cases, will 
not have payroll systems capable of facilitating complex disregards. Many will not have payroll 
systems at all, payroll being administered manually. To include a disregard set against this backdrop 
would not be workable in our view. 
 
Having a disregard also means that those on low incomes lose out on matching employer 
contributions and State incentives on what could be a significant amount of their overall income. 
 
It is worth noting that the “Automatic Enrolment Review 2017: Maintaining the Momentum” 
recently completed in the UK has proposed that the disregards or “Lower Earnings Limit” should be 
removed. We should be conscious of not introducing something under our system that has, 
ultimately, not worked in the UK.  
 

30. Should employer matching contributions be required for those outside the automatic 
enrolment age/earnings trigger criteria, who choose to opt-in? 

 
If there are criteria for automatic opt-in and certain employees are excluded, if they elect to opt-in 
on a voluntary basis then there should be matching employer contributions. The contributions being 
paid should also benefit from the State financial incentive. 
 
It is important that both employers and the State recognise their responsibilities towards providing 
for better retirement outcomes for all employees. 
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Section 4.4 – Financial Incentives Provided by the State 
 

31. Do you agree with the Strawman approach to State incentives i.e. a potential State bonus 
top-up based on matching contributions with a payment of €1 for every €3 they save? 
 

32. What level of top-up or State incentive would you propose? 
 

33. If you don’t agree with the “top-up bonus” approach what type of incentive would you 
propose? 

 
34. Is it appropriate to cap State incentives? If so, what should be the value of this cap? 

 
In our introduction we referred to the IDPRTG consultation. New Ireland has submitted a response 
to this consultation and it sets out some of our thinking in relation to State financial incentives. 
 
Insurance Ireland members enlisted the services of an independent third party and provided them 
with data related to both pre and post retirement customers. They have used the data to establish, 
at an aggregate level, the amount of pension income paid and the average tax rate that applied to 
payments. 
 
Full details of the research and findings are included in the Insurance Ireland IDPRTG consultation 
submission.  
 
What the research has shown is that those who benefit most from the current regime are middle 
income earners, those who earn between €30,000 and €60,000 per annum. 
 
The IDPRTG consultation (Section B – Costs to the Exchequer) set out a number of questions in 
relation to the tax treatment of pension contributions. 
 
There is a specific question related to adjustments, if any, to marginal relief to “best support the roll-
out” of AE. This throws out a number of other questions: 
 

 How would adjustments to marginal relief actually support the roll out of AE? 
 Is this question asking if marginal relief should be aligned to AE matching State contributions 

i.e. 25% rate of relief for all pension savers? 
 What are the barriers to operating two systems, marginal and matching?  
 What adjustments to AE matching State contributions would best support the existing 

marginal relief system? 
 
In our introduction we set out the two options we feel warrant consideration. 
 
It is true to say that State financial incentives in the form of top-up potentially have an appeal to 
some people. They are easily understood and a more “tangible” monetary incentive compared to 
conventional tax relief. 
 
However, whether easily understood or not, the fact is that the proposed €1 for €3 top-up will only 
be financially better for standard rate and non-taxpayers. Anyone with income taxed at the higher 
rate would be worse off under such a top-up system. Education around the tax benefits of saving for 
retirement needs to be looked at. 
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As acknowledged in the IDPRTG consultation document, Ireland’s highly progressive tax system 
means that many taxpayers mover into the higher tax bands at relatively low earnings levels. As such 
any move to a €1 for €3 top-up system would significantly dis-incentivise those higher rate 
taxpayers. 
 
Any changes to tax incentives for pensions that created anomalous treatment between Defined 
Benefit and Defined Contribution or between Public and Private sector contributors would be 
ethically questionable. 
  
Affordability, complexity, lack of financial understanding and the “loss” of money saved until 
retirement or death are probably bigger factors than the type or quantum of taxpayer funded (State) 
incentives for pension saving. 
 
The proposed employee maximum contributions, from year 6, are 6% of earnings which will mean 
that the State will pay a maximum of 2% of earnings.  
 
It is has also been proposed that the State (and employer) contributions will only be based on 
earnings up to a cap of €75,000. There is no mention of earnings cap for employee contributions.  
 
Therefore the higher the earnings the more diluted the financial incentive is going to be and as a 
result the higher earners will be disadvantaged. In addition, there will be no financial incentive for 
employees who wish to pay additional contributions in excess of required 6% as the State will pay a 
maximum of 2% of earnings (up to the cap of €75,000). 
 
On balance, would feel that equity is better achieved by aligning AE to the current taxation system 
for personal contributions to RAC and employee/AVC to OPS i.e. marginal relief up to age related 
limits with earnings cap of €115,000. 
 
There are also a number of unknowns which makes it difficult to properly assess the matching 
contribution approach. 
 

1. Will the existing marginal rate system remain and operate alongside a “matching” AE system 
(as referred to earlier)? 

2. How will AE benefits be taxed in retirement if contributions are not exempt from Income 
Tax? 
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Section 4.5 – Investment Options 
 

35. Do you agree with the suggested approach to limiting the AE Registered Providers to 
offering three “standard choice” DC savings options with one fund acting as the default? 

 
Yes we agree with the concept of each provider offering a limited number of funds as ‘standard 
choice’ DC savings options with one fund acting as the default. This would reduce the decision 
fatigue for individuals. We believe an appropriate number is 5:  
(1) Low return/risk,  
(2) Medium return/risk,  
(3) Higher return/risk,  
(4) ESG focused  
(5) Default Target Date fund (which would be made up of a series of single year Target Date funds). 
 
We do not agree with the following:  
 
Naming convention of ‘low’, ‘moderate’, ‘medium’ risk.  Moderate and medium are synonyms. It will 
be very confusing for people to differentiate between what these are based on the naming 
convention and potentially result in an individual making a sub optimal choice. A more traditional 
naming convention of ‘low’ ‘medium’ or ‘high’ is a better approach as they are three comprehensibly 
different options. 
 
Default option.   
The rationale of a ‘low risk’ default fund offering makes sense for the reason presented in the AE 
consultation i.e. this option may provide people who are risk averse or nervous to make a decision 
with greater confidence that their contributions are not likely to lose value.   
 
However, this could potentially have significantly negative consequences for individuals if the default 
was to offer one default fund regardless of an individual’s stage of life.   
 
For example a 25 year old and a 60 year old have very different retirement saving needs. The 25 year 
old needs to maximise the growth potential of their retirement pot as although their pot might be 
small, they can afford to take on more risk and maximise their return as they have a long time 
horizon to retirement.  The 60 year old conversely may have a larger pot (likely saving longer and 
earning more money) but as they are closer to retirement they should be reducing their risk as they 
don’t want to lose the gains they have accumulated over the years.   
 
The two goals of the AE programme as described by the Department are coverage and adequacy.   
 
Having a traditional ‘low risk’ fund as a default will not suffice for adequacy. A better approach here 
is Target Date funds.  This is what we have seen in many AE markets and also in DC programmes 
internationally as they continue to mature.7   
 
Taking the UK market as a base case and a recent study by Vanguard8 in conjunction with NEST, 99% 
of NEST members are invested in their default fund.  The NEST default fund is a series of Target Date 
funds rather than a ‘low risk’ fund.   
 

                                                           
7
 Target Date Funds Highlights and Trends, Mercer Survey, 2017 

8
 How the UK saves 2018, member experience from the National Employment Saving Trust (NEST) 
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We are strong proponents of this outcome-focused investment approach which allow the fund 
manager take account of factors such as economic and market conditions and act accordingly to 
keep members on track to meet their retirement goals.  
 
Bank of Ireland Group, through its subsidiary New Ireland Assurance, has decades of experience in 
developing the infrastructure to supporting lifestyle/ outcome focused investments through our 
€3.4bn Individual Retirement Investment Strategy (IRIS). IRIS is one of the longest running Irish 
programmes of this type and we are available to share our experience in developing this programme 
with the Department.  
 
In addition to our views around the necessary breadth of investment choice for mature investment 
programmes, we also believe  that  the  evolution of Target Date/ lifestyle  funds to reflect  the 
evolution of the working world, including extended working lives, flexible  working and phased 
retirement are all practical considerations  that  will need  to be reflected  in what ultimately 
becomes each Registered Providers default fund. 

Emphasis on Education and Advice  
There are numerous references to minimising fees and costs in the Strawman, there is one reference 
to advice (in the context of minimising the need for it) and there is no reference to education.   
 
One of consequences of the major shift in retirement plans from Defined Benefit to Defined 
Contribution is retirement insecurity, an issue which will affect the less affluent of our society 
hardest. However, a Defined Contribution system (which an AE programme ultimately is) regardless 
of how well designed it is, shifts the responsibility for investment decisions from investment 
professionals to individuals, most of whom have no experience of investments.   
 
It is unfair to suggest that individuals be unsupported in making decisions which will have a huge 
impact on their financial health in retirement. Provisions for investor education and advice are 
notably absent from the Strawman and are something which as a priority should be re-addressed.  
 
Perhaps one of the most valuable improvements that could be made to the programme would be to 
put an investor education plan in place to ensure individuals understand and appreciate the 
significant financial cost we will all have as a result of the privilege of living longer and how most 
individuals are underprepared for this.    
 
Time and finances must be dedicated to these topics as they are currently not prioritised within the 
Strawman. The Government and the financial services industry have a duty to help individuals 
understand the choices at their disposal and the financial consequences of these choices. 
Deprioritising advice undermines this duty.  
 

36. If not, what retirement savings options do you consider should be provided? 
 
The current suggestion, coupled with the addition of two more standard choice options to bring the 
total to five funds gives good coverage and optionality without overwhelming an individual with 
choice.  
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37. An alternative to conventional DC is the target benefit approach – do you believe a target 

benefit approach merits consideration as one of the “standard choice” options for the AE 
Registered Providers? 

 
Details and parameters would need to be outlined by Government and the Department before this 
could be meaningfully commented on.  
 
A target benefit approach has been used with some success in some markets as an alternative to 
Defined Benefit/Defined Contribution schemes, however, we have not seen one used in the context 
of an AE retirement saving scheme.   
 
Our working assumption is that the cost of offering such a strategy may be prohibitively high as, at a 
minimum, target benefit style solutions require a breadth in assets in order to generate the returns 
necessary for the proposal to be viable.   
 
A low cost equity/fixed income/cash fund is unlikely to have the capability to deliver a sustainable 
outcome based approach.  We would be happy to investigate further if details of parameters were 
provided.  
 

38. Do you agree with the approach to provide for maximum annual management and 
investment charges at 0.5% of assets under management? 
 

No for the reasons outlined in question 11.  
 

39. If not, what approach to management and investment fees would you propose? 
 
Our view is that 0.5% p.a., particularly when inclusive of the cost of the CPA and administrative 
costs, results in a low cost passive solution with limited asset choice.  
 
While we agree that a focus on minimising costs is sensible, we also believe that open market prices 
should be central to the default fund provision in order to offer the best value for money and most 
complete portfolio solution.  
 
As described in question 11, open market forces, if allowed to operate freely will result in fees as low 
as possible for an optimal portfolio. This will likely be higher than the 0.5% suggested but could be 
lower over time as funds scale.   
 
Conversely we believe setting a cap will create an anchor for providers. This can be seen in the UK, 
where there is a fee cap currently in place, 6 of the 11 main default fund providers9 have investment 
management fees anchored to the upper limit of 0.75%. Fees in the UK exclude 
administration/service fees which are in addition to the investment management fee.  
 

40. Do you agree with the proposal to allow members switch between funds? 
 
Yes, more optionality creates engagement and ownership by individuals of their retirement savings 
and we fully support both. 
 

 

                                                           
9
 As defined by a Defaqto report ‘How to analyse auto-enrolment default funds’, January 2017  
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Section 4.6 – Policy for Opt-Out and Re-enrolment 
 

41. Do you agree with the concept of a minimum compulsory membership period and that six 
months is an appropriate minimum period? 

 
42. What is your view on an opt-out window of two months in months seven and eight of 

membership? 
 

We would agree with the concept of a minimum compulsory membership period and that it should 
be no shorter than six months.  
 
Interestingly, the Roadmap had suggested that this would be nine months and we were surprised by 
the change. An argument could be made by reverting back to the initial proposal of nine months and 
in doing so allow for a longer period of “demonstrating the benefits and affordability” to employees.  
 
While it is difficult to know if the extra three months would actually have a positive impact on opt-
out rates, what can be argued is, that the longer someone is required to maintain membership the 
better acclimatised they become to the principles of saving towards retirement. 
 
It also creates greater awareness. There is a positive sense of ownership and appreciation of the 
value that the AE scheme provides though the matching employer contributions and State financial 
incentive. 
 
What is very important in this context is how and when employees get to see the real benefit and 
value of inclusion in the system. The employee education piece is as critical so that, no matter what 
the minimum compulsory membership period is agreed as, employees get to see and appreciate the 
value of the employer contributions and State financial incentive.  
 
The onus will be on the CPA and Registered Providers to ensure that employees are provided with 
enough information, ideally digitally available, to help frame their decision on whether to opt-out or 
remain in. 
 
We agree that having one short opt-out period rather than on open opt-out policy is the correct 
approach. In agreeing how short that period should be there should be consideration of how the 
process will work in practice. With such a short window timeframes for processing claims will be 
tight so a robust and clear process is required. 
 
On the assumption that the current model, including CPA, is used, details to consider include: 
 

 Will the instruction to opt-out be communicated to the employer, the CPA or direct to the 
Registered Provider 

 What happens if an employer continues to deduct contributions in error after an employee 
has confirmed their intention to opt-out 

 Who is responsible for refunding the contributions, Registered Provider to employee or 
Registered Provider to CPA to employer to employee 

 What valuation date should be used, date of notification, date of payment, end of month 
eight 
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If the CPA is to act as the clearing house for contributions it is reasonable to assume that the full 
contributions (employer, employee and State) will be returned to them for onward payment to the 
employee. The payments will come from employer accounts so it stands to reason they would be 
refunded to the same account. Assuming that is the case, there return of contributions from 
employer to employee needs to be policed. 
 
The consultation suggests that employees opting out will receive a refund of “contributions paid less 
management fees” up to the point of opt-out. The strict interpretation of this is that any fluctuations 
in investment returns would be disregarded.  
 
We believe, that the refunds should be net of performance otherwise it may not be appropriate to 
invest contributions in funds during the first eight months if losses are to be borne by the Registered 
Providers. Equally employees, particularly those who make their own investment decisions, should 
be aware that their contributions may not be invested until after the end of month eight. 
 
The relevant dates applicable to each employee need to be clearly communicated to both 
employees and employers. Both will need to know the point at which contributions must continue 
and the ability to opt-out ceases. One potential downside to this and, in general, to having a short 
opt-out window is that a puts a strong focus on that date. A “last chance saloon” option. 
 
While it would add a layer of complexity to the process consideration might be needed to allowing 
for a second opt-out window e.g. where an employee changes employment with a corresponding 
reduction in earnings and consequently affordability. The administration of this might be prohibitive. 
 

43. Do you agree that people who opt-out should be automatically re-enrolled after a defined 
period (e.g. three years)? 

 
Re-enrolment at regular intervals is an important feature and should be applied on a rolling basis. 
Every three years is a reasonable approach.  
 
We would also acknowledge that the role of the CPA, in terms of record keeping, would add real 
value to the enforcement of the re-enrolment rules. Where an employee has moved employment 
during a period of opt-out it would be important that a record of the next automatic re-enrolment 
date for each employee be recorded centrally as individual employers will not know individual 
employee dates.  
 

44. Do you agree with the concept of allowing members to take periods of Saving Suspension? 
If so, are there specific conditions that should attach to such suspensions? 

 
We would not be in favour of including periods of saving suspension in the AE system. Suggestions 
have been put forward that they be based on certain “trigger events”. 
 
It is our view that this would be difficult to put in place from a practical perspective and also hard to 
police correctly. Arriving at a “definitive list” of such events would also be arbitrary. 
 
In AE countries that allow saving suspension many employees cease contributions under the auspice 
of “suspension”. Where such systems have no “nudge” for contributions to recommence then the 
suspension continues indefinitely for many which will ultimately lead to poor retirement outcomes. 
 
 



 

35 
 

 
This is another reason we would suggest that saving suspension, particularly if based on certain life 
events, would not be appropriate. 
 

45. Do you agree with the approach which sees employer and State contributions 
retained/credited to the CPA to contribute to its costs, in the case of member opt-out? 

 
We would disagree with this, the value of the employer contributions should be refunded to the 
employer in the same way as agreed for refunding the employee contributions. The refunds should 
be treated as trading receipts in the year in which they are refunded. 
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Section 4.7 – Arrangements for Benefits and the Pay-Out Phase 
 
The importance of advice during the “decumulation” phase 
 
Access to and provision of advice is critically important throughout an individual’s retirement savings 
journey. Increasingly this can be provided through digital means. 
 
Pre-membership:  appropriate funding levels, investment choice and provider selection. 
 
Throughout membership:  adequacy of contribution levels, changes to investment strategy, 
affordability, dealing with competing expenses such as mortgage, childcare, education etc.  
 
Before and beyond the point of actual retirement:  changes to investment strategy, comparison of 
drawdown products and ongoing management of retirement assets (if required). 
 
While advice is important throughout, perhaps it is most important before and at the point of 
retirement. The proposed AE Strawman appears to have no place or requirement for advice at any 
stage.  
 
Based on the “target membership for AE” it has been suggested that having these individuals 
included in a retirement savings scheme is sufficiently successful in itself (as they would never join 
otherwise) and that advice is not included. It is something that the individual can seek out and pay 
for if they want it. The typical AE member is unlikely to seek professional advice and pay separately 
for it. 
 
Although the set of retirement options under AE is not yet known, there is a strong emphasis in the 
Strawman on providing options. Where there is choice there is a requirement for advice. In our 
experience good advice leads to far better customer outcomes. 
 
Some options will suit some better than others depending on an individual’s particular 
circumstances. While longevity brings advantages, it also brings challenges. Once AE membership 
ceases and individuals are at the point of drawdown, there is a massive decision to be made. People 
will need advice on how best to take their benefits and how best to make the fund that they have 
built up over decades last.  
 
Whether there is an element of mandatory annuity purchase, a lump sum, a phased drawdown or 
flexibility to encash, advice is paramount at this point. We think it would potentially be 
counterproductive to allow individuals to enter the “retirement” phase without access to 
appropriate advice.  
 
In the UK, following recent legislative changes, a large number of retirees have cashed in their 
pensions at retirement. This short term-ism could be counterproductive to the objective of providing 
individuals with income adequacy in retirement.  
 
If the Government have successfully provided pension coverage for all employees, this needs to be 
followed through with an appropriate level of advice to make this coverage count post retirement.  
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46. Do you agree that Registered Providers should provide a standard range of 

investment/draw-down options? 
 

Decumulation requires active decision making in a way that accumulation may not.  
 
In the context of AE, a person could reasonably be defaulted into a provider and/or investment fund 
by way of a carousel approach. Drawdown is very different, members will see the final value of their 
contributions accrued in a pot and will want to be able to choose the way they access their money. 
 
If as suggested, the member is to be provided with a range of options then professional advice is 
essential. This is the only way to ensure that the person can make an appropriate choice based on 
their own personal circumstances and needs. Depending on the options being made available, the 
advice may not be limited to point of drawdown/retirement but required on an ongoing basis 
throughout retirement. 
 
Given the consultation makes no reference to provision of advice it calls out a number of questions: 
 

 Who will provide the advice? 
 If the Registered Provider also provides retirement drawdown products can it be the advice 

provider? This would limit the scope of advice. 
 Will the advice be subject to Central Bank of Ireland or related regulation? 
 What will the advice cost? 
 How will the advice be paid for? 

 
The infrastructure required for the administration of the drawdown option(s), together with 
regulatory compliance will bring added complexity, and cost. Can this realistically be achieved within 
the proposed AE (pre-retirement) cost cap? 
 
If an annuity is to form part of the range of options and is being offered by the Registered Provider it 
would require a fundamental change in the capital and solvency structure of those institutions. 
 
What regulatory solvency requirements will apply to them? What would happen if, as part of the 
proposed re-tendering process, the Registered Provider paying the annuities is removed? 
 
We would question whether the delivery is economically viable at the proposed charging structure, 
depending on how the revenues are to be shared. The inclusion of a decumulation structure within 
the product makes it even less viable. 
 

47. Should members be allowed to allocate their accumulated fund across all of these post-
retirement options? 

 
Choice appears attractive but all of the concerns regarding advice in our introduction and response 
to question 46 need to be considered. 
 
An alternative view is to not to offer choice e.g. to offer only one post retirement “product”. Either 
an annuity (see above concerns regarding annuity provision by Registered Providers) or an ARF type 
product, with the possibility of a UK pension freedom type drawdown. 
 
We would be in favour of choice supported by advice. 
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48. Should members be required to invest a minimum proportion of their accumulated fund in 

a lifetime annuity (pension)? If so, in what circumstances? 
 
See answers to questions 46 and 47.  
We have identified that giving drawdown choices can create difficulty. 
 
To go with no choice will do away with some of those difficulties but will create others. If an annuity 
was compulsory, it should ensure some level of income for life, removing longevity risk.  
But it will be unpopular.  
 
Example 
Based on current annuity rates, a person at 68 (the possible drawdown age for the first AE retirees) 
with a fund of €50,000 could buy a single life non-increasing annuity of €2,539 p.a. (just over €200 
per month). 
If the annuity was to include a reduced (50%) payment to the surviving spouse on death, it reduces 
to €2,224 p.a.  
If the annuity was to include escalation at 1.5% each year, to mitigate against inflation (with the 50% 
spouse included), the annual amount becomes €1,824 p.a. (just over €150 per month). 
 
Partial annuity purchase compounds the perception problem. 
 

49. Do you agree that the appropriate age to grant access to the retirement draw-down 
products is the State pension age? If not, what age would you suggest? 

 
If the intention is to withhold access to these monies to minimise the risk of a person becoming 
dependent on State assistance, then it makes sense. It would be radically different from the flexible 
access enjoyed under the private pension regime.  
 
If AE is looked at as a stand-alone system catering for a specific cohort, with little or no 
transferability between regimes, it may be feasible to “sell” it successfully with later drawdown ages. 
 
This is contrary to the thinking around modern retirement saving, which is something we are 
supportive of. 
 

50. Do you agree that early access to accumulated retirement savings should be provided on 
the grounds of ill health and enforced workplace retirement? If so, under what conditions 
and from what age? 

 
If the AE system does not cater for genuine hardship cases it will be perceived as harsh and 
inflexible. However, early payment in hardship cases will water down the adequacy of the fund to 
keep the person out of State support in their later years.  
 
It will also create anomalies, loopholes and questionable claims which will have to be adjudicated 
upon, all of which generates additional costs. 
 
A clear definition of “enforced workplace retirement” would be required if such options are to be 
included.  
 

 

 


