
Please find my observations on the document detailing the Public Consultation 

process for automatic enrolment retirement savings system for Ireland circulated in 

August 2018. 

 

Foreword (Page 3) 

 

There is no reason why this proposal should take until 2022 to introduce.  It is already 

very long overdue. 

 

1)  Choice:  I believe this scheme should be compulsory for all PAYE employees 

regardless of age and should commence on their first day of employment. 

 

2)  The setting up of The Central Processing Authority but its mandate should not 

include the dispersal of monies to the 4 approved regulated providers.  I 

believe this task should be carried out by Revenue who could set up a new 

department within Revenue to forward the monies deducted/collected along 

with the proposed government subsidy of 33.3% of the employees 

contribution to the nominated provider. 

 

 Option B:  I believe this option should be with a maximum of 4 registered 

providers to be chosen.  Limiting to 4 would minimise the breadth of the 

regulatory requirement and be critical in achieving the scale necessary to 

minimise administrative charges, thus providing a more cost effective solution 

than would otherwise be the case. 

 

3)       Default option:  Employers should be required to give access to the approved 

provider to present to employees in companies that employ more than 20 

employees.  Any such presentation should resolve the whole question of 

selection or provider and also the selection of fund risk choice (i.e. low, 

moderate, medium).   

In the absence of presentations, the carousel arrangement could work for 

provider selection but the funding risk choice should be determined by age 

bands, e.g. 20 to 25 - high risk; 36 to 55 - moderate; 56 and over - medium 

risk. 

 

5c) Apart from excluding funded define benefit plans, why should this 

arrangement not subsume all the existing defined contribution arrangements to 

supplement the state pension as suggested. This would have the benefit of 

significant increases in scale which is part of the outlined objectives.  

 

 

Strawman Proposals 

 

Page 8 – Component elements of A.E. 

 

b)  Option B – as this provides the necessary economics of scale and allows for 

controlled and focussed regulatory activity. 

 

d) Target membership – All PAYE employees. 

 



e) Contribution rate of 14% of basic salary in total should be sufficient. 

 Note:   

1.  Can an employee contribute at a higher level say up to the 2% maximum       

     contribution by the state using AVC’s? 

2. Clearly a level of 1% employee, 1% employer and 0.66% state would not 

in any way be adequate to prevent serious financial difficulties during 

retirement.  

 

h)    There should be no opt out arrangement and there should be a compulsory 

requirement to fund pension saving at a minimum of 3%. 

Note:  In the interest of providing financial security to children where a parent 

dies, an element of contributions should be set aside to provide a death in 

service cover of 1 times salary or 2 times salary or say €60,000.  Whatever the 

formula or the amount, it should be sufficient to ensure children left behind 

can be properly educated and provided for.  This would also be a critical social 

imperative and make it very difficult to argue against such a necessary 

provision.  

 

 

Page 11 – Organisational Structure 

 

 A new Central Processing Authority will be responsible for “contracting and 

licensing a small (4) number of private sector A.E. registered providers.  

 

 Default options already covered earlier (point 3 – page 1). 

 

 Registered providers (RP) will update members regularly on how the fund is 

progressing.  

 

 The CPA should have no role in acting as a clearing house.  Its role should be 

primarily regulatory in nature and could operate as a sub set of the Pensions 

Authority resourced separately to the authority.  I believe the Revenue 

Commissioners should set up a separate division to collect and forward the 

contributions of all the parties to the selected RP in each employees case.  

 

 A web based portal must be provided by each of the selected 4 RP’s to allow 

access by employees.  

 

 All 4 RP’s web portals should provide data to members in accordance with a 

template to be determined by the CPA. 

 

 As previously stated, there should be no “opt out” available.  

 

 

Page 12 – Automatic Enrolment (A.E.) 

 

 This scheme should apply to all registered PAYE employees (other than those 

in defined benefit pension schemes). 

 



 No opt out but rather set a minimum contribution level of say 3% of basic 

earnings for employee, 3% for employer and 1% for state.  This minimum 3% 

payment to include life cover could increase to 6%, 6%, 2% over time as 

proposed.  

 

 2022 is too late for this scheme’s introduction – if revenue allocated collection 

and distribution responsibility, 2020 should be quite feasible as an 

introductory rate. 

 

 Benefit on a defined contribution basis is the best way forward.  

 

 Rules around draw down – age, tax free amounts, etc. - need to be clarified.  

Age 60 draw down seems reasonable.  

 

 Member account portability is a good and necessary idea and more easily 

managed and regulated with only 4 providers.  

 

 In the interest of fairness and equality, all state employees should be in this 

scheme. It is irresponsible given the national debt of €200billion to continue 

with an unfunded pension promise to all those people. 

 

 All state employees could go immediately to the 6% threshold with the state 

paying the full 6% benefit and the tax/additional payment of maximum 2% to 

offset the current tax treatment of such payments should also apply. 

 

 There should be no age or salary cap applicable.  The more money going into 

the DC fund, the more PAYE will be paid back to the state when the money is 

being drawn down during retirement.  

 

 

Page 13 

 

 Agree that employers should select their own provider from the 4 registered 

providers selected by the CPA. 

 

 Why the earning ceiling of €75,000 p.a.? The states contribution is capped at 

33.3% of the employees 6%. 

 

 If an employee, or employer, wished to contribute more than the designated 

6% on salaries either below or above the €75k, the scheme should allow for 

this.  Employers should be free in respect of any element of salary over €75k 

to maintain the 6% level, reduce the 6% level or indeed increase the level 

beyond 6% if retention for example became an issue.  

 

 The only employees who should have the facility to opt out of the A.E. 

proposal would be employees currently in membership of a funded defined 

benefit pension scheme.  

 

 



Page 14 

 

 An agreed template of services must be provided to members covering the 

contract between members and the selected registered providers.  These 

agreed services should be monitored and regulated by the CPA. 

 

 Initial registration of registered providers should be for 7 years initially at 

which time a new tender process will be activated.  Where any existing 

provider is unsuccessful in that tender process, they will be legally obliged to 

furnish the new provider with all their existing member accounts and facilitate 

the transfer of the accounts to the new provider.  

 

 

Page 21 – Clause 4  

 

 As previously stated, the collection and remittance of all deductions/ 

contributions should be done by a new department/division within Revenue.  

All the other activities outlined should be done by the CPA.  

 

 

Page 22 

 

 Point 3 – “via an online portal to be approved by the CPA and operated by the 

selected registered provider.” 

 

 Point 5 – contributions/deductions should be administered by employers/ 

Revenue rather than the CPA. 

 

 Point 6 – All members should be able to track contribution and investment 

returns through the portal of their selected registered provider.    

 

 Point 9 – If revenue operates the collection/remittance aspect of the scheme, 

the PPS number can be used as the unique identifier and facilitate the 

provision of support services and the pot-follows-member approach. 

 

 

Page 23  

 

 All observations listed are fine with the exception of the opt out provision (see 

earlier comments – point h, page 2) 

 

Rationale for CPA Proposal - 

 

 Clauses 6 to 14 generally make very good sense with the exception of the 

CPA’s proposed involvement in the collection/deduction and remittance of 

contributions (see point 2, page 1)  

 

 

 

 



Page 25 - Some suggested questions to consider: 

 

 Point 1 – Suggestions all very sound (with exception of financial involvement 

in collection/remittance of contribution) 

 

 Point 2 – CPA effectiveness can be improved and more focussed if collection 

and remittances are excluded from it’s brief. 

 

 Point 3 – see above. 

 

 Point 4 – a portion of the 0.5% maximum proposed management fees could be 

used to offset the cost.  

 

 Point 5 – yes. 

 

 Point 6 – yes. 

 

 Point 7 – about right. 

 

 Point 8 – limited number of providers allows the CPA to rigorously oversee 

the activities of the 4 chosen registered providers.  Including state employees 

would help significantly to achieve economies of scale and eliminate the 

potential future dangers implicit in an unfunded pension arrangement and 

particularly in light of the country’s unsustainable €200billion debt 

 

 Point 9 – I do not have enough detail to comment on this issue but as this 

system applies in Australia and New Zealand, it is probably a very workable 

arrangement.  

 

 Point 10 – Where a member elects not to select a provider, then the carousel 

suggestion is a fair and equitable basis to deal with that eventuality.  However, 

fund selection should be influenced by the age of the member.  As an 

illustration only:  

- Member aged up to 35 years – high risk 

- Member aged up to 50 years – medium risk 

- Member aged up to 60 years – moderate risk 

- Member aged up to 65 years – low risk 

 

As this scale will only apply to any member who does not make the selection 

themselves, it is likely to be a pretty minor issue in the overall scheme of 

things. 

 

 Point 11 – I believe 0.5% is perfectly reasonable given the limited requirement 

for specific investment advise for members.  

 

 Point 12 - I believe 7 years is the appropriate time frame.  Given the fact that 

this is a new arrangement, 5 years may be too short and 10 years is definitely 

too long. 

 



 Point 13 - I do believe this should take another 2½ years to introduce.  Most of 

the thought processes have been completed and there is no reason this cannot 

be launched by January 2020 at the latest.  

 

 Point 14 – Employees should select their preferred provider and employers 

should facilitate a presentation to its staff by one of the registered providers 

when requested to do so.  

 

 

 

Page 27 – section 4.2 

 

 The opting in and opting out and including age barriers increases the 

administrative complexity and therefore the cost of administration 

unnecessarily.  This scheme should automatically apply to all PAYE 

registered employees (excluding those on a funded defined benefit plan) 

regardless of age or salary.  A minimum employee contribution of 3% of 

salary should apply.  Employees in funded defined benefit schemes should 

also have the option to join, if the members decided they wanted to do so.  

 

 The provision of a death in service benefit should mitigate the arguments 

about low pay and financial ability to meet a minimum requirement to provide 

for their retirement.  For example: 

 

     3% of say €20,000 salary = €600 per year = €11.50 per week 

      €11.50 per week = 2 pints of beer/1 packet of cigarettes/1.5 glasses of wine 

 

Anybody who gets married and takes responsibility for the well being of a 

partner or anybody who has children, have a social and moral responsibility to 

provide for their welfare and a death in service provision would be considered 

a minor obligation relative to the responsibilities undertaken (see point h,  

page 2). 

 

All employees make some contribution to the state in respect of the provision 

of services and they are not given an opt out clause for PRSI, USC or PAYE. 

 

 This is a case where the greater social need to take care of your family 

overrides the minimal savings one would enjoy by not being part of the 

scheme.  It would be totally unfair not to make some provision for ones wife, 

husband or children in the unfortunate event of the death of one of the 

partners/parents.  

 

 

Page 31 – some suggested questions to consider 

 

 Point 15 – there should be no lower or upper threshold regarding enrolment.  

Everybody earning a salary should be included.  

 

 Point 16 - see above. 

 



 Point 17 – see above. 

 

 Point 18 – no. 

 

 Point 19 – see above. 

 

 Point 20 – n/a, see above. 

 

 Point 21 – if Revenue administering collection/remittance, this would not be a 

problem as the same PPSN would be used.  

 

 Point 22 – I believe the self employed inclusion/exclusion to be a very 

complex issue and needs a great deal more thought than outlined in this paper.  

It should, however, not stop A.E. for all PAYE employees from commencing. 

 

 Point 23 – The issues around carers, homemakers, home tutors, etc. are 

complex in that who is their employer?  All of them could make the necessary 

payment of 3% or 6% as they themselves decide.  However, many of these 

categories, e.g. homemaker, does not have an identified employer so how can 

the employer contribution be collected and remitted? 

 

 Point 24 – Given that death in service should be part of the package, 

enrolment should commence from the first day of employment.  

 

 Point 25 – Yes, if the A.E. scheme is better than their existing scheme and the 

members make a decision to transfer in to the A.E. scheme.  The greater the 

number in the A.E. scheme, the greater the scale and arising from greater scale 

is normally reduced costs.  

 

 

Page 32 – Employer & employee contribution rates 

 

 Contributions on a % basis is the correct way to go. 

 

 There should be no maximum threshold (see earlier comments). 

 

 Provide death in service cover (up to an agreed level – 1 to 3 times salary or 

fixed payment of say €60,000 linked to CPI).  Arising from that benefit, the 

minimum payment should be 3% rising to 6% over next 3 years ideally. 

 

 The 2% of salary -  33.3% of employees contribution seems fair. 

 

 Members can make voluntary contributions – but would likely get no tax relief 

in respect of such payments (given the 2% maximum of earnings being 

proposed). 

 

 While the employer will not be obliged to fund pension contributions over 

€75,000, employers should be free to do so, without any tax penalties, if they 

chose to do so.  



Page 34 – some suggested questions 

 

 Point 26 – see previous comment – death in service, minimum 3% 

requirement. 

 

 Point 27 – see above – ultimate 6%, 6% and 2% should provide a proper 

degree of financial security into old age. 

 

 Point 28 – see previous comment – no threshold. 

 

 Point 29 – No  

 

 Point 30 – everybody under PAYE should be included.  

 

 

Page 35 –  State financial incentives 

 

 Point 9 – while it is fair to identify the €248m cost to the state in tax forgone, 

it should be balanced by the future additional PAYE that will be paid by 

pensioners when they draw down their benefits.  

 

Suggested questions –  

 

 Point 31 – State 2% contribution half way between 20% tax relief and 41% tax 

relief currently in place. 

 

 Point 32 – see above 

 

 Point 33 – see above 

 

 Point 34 – I do not believe a state cap to be advisable as any state concession 

given during an employees career will either be significantly repaid / indeed 

overpaid when the pensioner draws down his “pension” on retirement.  

Note: If a pensioner has no income other than the state pension, the state 

carries the full cost of the old age pensions provided.  Given the low level at 

which employees enter the higher tax bracket, the costs to the state will be 

halved in many cases because pensioners will continue as PAYE contributors, 

many at the higher marginal rate, for up to 20 years after they retire.  

 

 

Page 38 – Investment options – some suggested questions 

 

 Point 35 – I understood the option to be low and medium. I believe for 

younger members a high risk option should also be available as outlined 

earlier.   The option of a fund acting as a default was not my understanding.  I 

understood that where members did not opt for one of the 4 registered 

providers that each fund would be allocated those undeciders on a carousel 

arrangement.  I agree with that if my understanding is in fact correct. 

 



 Point 36 – age related options should be made available as previously outlined 

(point 10, page 5). 

 

 Point 37 – defined contribution schemes will require less administration and 

therefore reduced management fees.  

 

 Point 28 – yes, I do.  I also believe the least complicated the options under the 

scheme, the more likely the reduced administration costs can be achieved.  

 

 Point 39 – see above. 

 

 Point 40 – yes, provided there are no additional admin costs or charges applied 

by the registered providers.  

 

 

Policy for opt out and re-enrolment 

 

 I believe these options fly in the face of low cost management charge model 

and simply should not be included under any circumstances.  

 

Some suggested questions 

 

 Point 41 – no  

 

 Point 42 – should not apply. 

 

 Point 43 – should not apply. 

 

 Point 44 – savings suspension should only apply a) for contributions over 3% 

and b) where an employee is unemployed.  

Note:  in the event of a member becoming unemployed, the proposed death in 

service benefit cover should remain in place until he/she get a job and re-

enters the scheme.  

 

 Point 45 – there should be no opt out provision for the reasons stated earlier 

and therefore no contribution to CPA costs.  

 

Page 43 – Pay out phase 

 

 Point 5 –given the extremely poor value of purchasing annuities, the state 

should trust its citizens to manage pension pots in the best interest of 

themselves and their families  

 

Page 44  

 

 Point 3 – perfectly sets out what should apply post retirement, i.e. no further 

contributions, but the funds can remain invested and authorised draw downs 

can be made by the pensioner as required.  These draw downs will be separate 

and distinct from the state old age pension. 



 

Some suggested questions: 

 

 Point 46 – under the AE scheme, each registered provider will provide funds 

of low, moderate and medium risk and this should be the case (see point 3, 

page 1). 

 

 Point 47 – the fund should remain the fund, similar to an ARF and annuity 

purchase should not be required.  Annuities are and have been particularly 

poor value over the past decade. 

 

 

Appendix 

 

 Of the various systems outlined, I believe the Model of New Zealand, Central 

Administration Inland Revenue collect contributions and remits to provider is 

the best option.  

 

 State or Private  - private sector 

 

 Main institutional set-up  - large DC master trusts 

 

 Primary target membership  - New Zealand & Australia are good guidelines 

(see point 1, page 1). 

 

 Contribution – 3% minimum with death in service pension, 6% employee, 6% 

employer and 2% state should be sufficient to provide for financial security in 

old age. 

 

 Qualifying earnings – all gross earnings. 

 

 State financial incentive – 33% of employee contributions strikes a fair 

balance better 20% standard relief and 40% higher tax relief. 

 

 Early withdrawal – should not be an option. 

 

 Opt out window – as for Australia, compulsory participation to a minimum of 

3% and no opt out provision. 

 

Note: To assist the process of feedback it would be better if the various points could 

be identified with a letter along with numbers pages and numbered headings.  

 

I sincerely hope you find these observations to be of value as you progress this most 

important citizen welfare issue through to implementation.  

 

Yours sincerely, 

 

KEN O’CONNOR 

5/9/18 


