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4.1.1 

The successful delivery of any AE system will also depend heavily on securing widespread trust and 

confidence with regard to the governance requirements of any organisation(s) involved, including how 

they are supervised and regulated, and the administration of member interests. 

There is a lack of trust of the Government on behalf of the public, to protect the pension fund from 
taxes. History has shown us that the Government is not opposed to taxing pensions through a levy as 
seen in 2014 with a levy of .15%, which continued until 2016.  

There is a belief that should one’s pension fund get too big in the future that a levy would be placed on 
it to fund-up lower pension funds or state pension funds. We would like to see some assurances that 
this would never happen no matter which Government party is in office. We would like some binding 
assurances from government that they won't encourage people to save for a pension now, only to tax it 
later.  

 

4.1.4. 

‘Towards these ends, it is proposed to establish a ‘Central Processing Authority’ (CPA) to administer the 

AE system. The CPA will provide a front-end information and processing portal, collect/remit 

contributions and channel funds to the limited number of AE ‘Registered Providers’ sourced via an open 

competition. All providers will, in turn, deliver account administration and fund management services.’ 

Due to the large commission that the ‘Registered Providers’ will be capable of receiving with such large-
scale investments; We propose that the ‘Registered Providers’ pay a yearly fee in order to compensate 
the costs of the CPA to prevent a further income tax costs to the public.   

We believe that the preferred overall AE structure should be open to all providers in order to provide 
fund options, innovation, and competition among providers and to maintain cost competitiveness. By 
creating competition for this lucrative tender, providers would find more innovative approaches to fund 
management while maintaining a good rate of return.  

One of the most important investment strategies, as proposed by Warren Buffet, is to find funds that 
have a low maintenance fee. We, at Financial Independence Ireland, strive to keep the yearly fees less 
than 0.05% per fund. Higher fees decrease the overall compound interest significantly.  

 

4.1.10 

‘. The CPA approach can, through the tender process, improve service provision by driving down 

investment and administration fees. Under the AE system, Registered Providers will be responsible on 

behalf of members for negotiating fees with any administrators/investment managers they contract to 

deliver services. However, the CPA tender process will specify a maximum permitted annual 



administration and investment management charge of no more than 0.5% of assets under 

management.’ 

Charges of 0.5% are considered very high 

Concern re: limiting it to a small number of approved providers. Any options provided for investment 
need to include cheap and easy to join, index funds with minimal maintenance fees. People should not 
be held captive to a limited number of options from parties who stand to gain from charging very high 
fee e.g. 0.5 to 1% of contributions. Index funds charge as little as 0.05 of a percent.  

Competition providing wide ranges of options for people to invest is key. The current accepted charges 
on PRSA’s are ludicrous given the general poor performance of actively managed funds across the 
market. This is backed up by research that cheap passive investment options like indexes are best for 
the average investor.  

For example, Vanguard global stock index fund, which gives adequate exposure to equities, are currently 

charging 0.03% management fees. This cheap index fund has a 10 year annualised return of 11.38%, this 

easily surpasses the performance of the vast majority of actively managed funds which come with much 

higher charges. 
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Target Membership 

Current and new employees aged between 23 and 60 years of age and earning €20,000 or above per 

annum would be automatically enrolled.  

 

Does this mean that people might be forced out of their existing schemes, potentially into a lesser state 
scheme? We suggest that people are not forced out of existing schemes that may be better than this 
proposed scheme as we believe they should not be punished by reducing existing tax benefits while 
participating in existing schemes  

If people are forcefully removed from their existing pension scheme to be enrolled in this scheme, they 
could potentially lose out due to them getting a higher tax relief on the current pension.  

This would affect those in the 40's, 50's and 60's the most, as the new scheme means they get less tax-
free benefit and they will contribute less over a shorter time; a phased approach may work if it really 
needs to be implemented. I.e. allowing people closer to their retirement date, for example 40 years old 
and up, to continue on the existing tax relief scheme if it is more advantageous and they have a shorter 
time period to get adequate funds together. 

 

4.2.18 

Taking these factors together and also considering that a minimum of 40 years contributions is likely to 

be required if a person is to accumulate sufficient savings to fund an adequate supplementary 

retirement income, it is proposed to set the entry age threshold at 23 years of age. 

Regular investments with compound interest will build a strong portfolio; the younger a person is when 
they start investing, the larger the fund will be when retiring due to compound interest. We would 

http://www.morningstar.co.uk/uk/funds/snapshot/snapshot.aspx?id=F0GBR04SKK


recommend that the minimum age threshold should be decreased to 21 years old in order to give the 
maximum amount of time to build the fund.  

However, as younger people tend to have lower levels of income, we recommend that there should be a 
stepped contribution percentage. For example, a maximum of 1% contribution up to the age of 23, up to 
3% from the age of 23 to 25, thereafter increasing to 6%.  

 

4.7.5 

‘Income draw-down arrangements should seek to minimise complexity and support optimum outcomes 

for members by providing a relatively small number of investment options and by communicating the 

economic value of these options. The options provided should allow flexibility to cover ongoing costs in 

combination with limiting longevity risk.’ 

We feel strongly that on draw-down, while there should be generic options for people to choose from to 

purchase, there should also be the option for people to manage their own money via an Approved 

Retirement Fund (ARF) or some similar financial vehicle.  
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‘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?’ 

We would have serious concerns this would be three funds charged at 0.5%. We would recommend that 
there would be three ‘standard choice’ options and there should be a fourth option for people who 
want to take more control of their pension and have access to as many other funds on the market, e.g. 
ETF’s or a Vanguard style suite of index funds, with lots of options.  

Like a ROTH IRA in the US, we understand that you can access any type of fund from any provider. This 
flexibility encourages competition and empowers individuals. 

 

 

 

 

 


