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Automatic Enrolment Programme Management Office 
Pensions Policy 
Dept of Employment Affairs & Social Protection 
Floor 1, Áras Mhic Dhiarmada,  
Store Street,  
Dublin 1, D01 WY03 
 
 
2nd November 2018. 
 
 
Re: Strawman Proposal Consultation Process 
 

Dear Sirs, 

 

We refer to your invitation to submit observations on your Public Consultation process for an Automatic 

Enrolment Retirement Savings System for Ireland. 

Our submission addresses separate areas for consideration based on your Strawman proposal headings. In 

making this submission, we are cognisant of the “twin goals” of the proposed AE system, namely: 

1. The imperative of increasing the engagement and extent of occupational pension savings, and 

2. To help those on lower and middle incomes accumulate retirement funds. 

The values applied in making this submission include those of equality and fairness. We appreciate that the 

ambition of achieving equality varies considerably depending on one’s personal political outlook, but we 

trust that this submission’s content will be viewed as proposing positive changes to what is an excellent 

initial draft. 

 

1. Administrative Arrangements and Organisational Approach 

The Strawman proposal includes a new Central Processing Authority along with a limited number of 

approved AE “Registered Providers”. 

Having experience of the demands that employers face and their responsibilities to comply with all 

relevant legislation and regulation, we respectfully advocate that you ensure that the CPA portal that 

your proposal refers to should be viewed in the context of current and new Revenue requirements 

regarding employers’ responsibilities in the registration of all new employees. With the upcoming PAYE 

Modernisation project about to go live in January 2019, employers will be forced to comply with online 

registration of all new employees. Most will do so via their payroll software packages (of which we are 

the provider of one such package that is used by several hundred employers).  
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We believe that it would be a grave mistake for this AE project to require employers to make a separate 

submission to a new separate CPA Portal. Instead, there should be a single portal that employers use 

which should allow all relevant State bodies to combine their registration requirements and services. It 

would plainly be hugely inefficient for Revenue to require employers to register their new employees via 

one ROS portal and then DEASP to require employers to register these same new employees via a 

separate CPA portal. Potentially, other State bodies might impose further demands on employers, such 

as CSO for instance. We believe it would be both inefficient and ineffective to require employers to deal 

with more than one portal in meeting their responsibilities. 

In this regard, careful consideration should be given to the possible scenarios if there wasn’t a single 

portal: 

a. What if an employer makes a valid submission in one portal but fails to make any submission in the 

other? 

b. What if an employer makes submissions in both portals but, in error, makes an administrative 

mistake and enters different data into both portals? 

The administrative consequences of dealing with and correcting both of these cases is considerable and 

unnecessary. We believe this should be avoided at all costs. Obviously, this would require a level of 

cooperation between and coordination of relevant State bodies, in this case, DEASP and Revenue, as 

well as potential others. However, this should be viewed in the context of what technology has to offer 

and that by ensuring simplicity, employers’ levels of compliance can be kept as high as possible. 

In short, there should be a “one-stop-shop” portal for employers regarding employee registration 

across the various State bodies. 

Ideally, such a perspective should also apply to an employee, who currently has access to their Revenue 

data via ROS and the MyAccount function. It would be again very inefficient for this AE proposal to 

include a provision for a separate employee portal to view or update their DEASP choices and settings. 

In practical terms, ROS’s proposed Revenue Payroll Notification (or “RPN”) can and should be extended 

to address and include AE settings as the standard means of communicating relevant employee choices 

and instructions to their employer. 

The Number of AE Registered Providers 

One question included in the Strawman proposal asks for our response to the proposal to limit the 

number of registered pension providers. Our belief, based on fairness and transparency, is that the 

initial implementation of AE should allow an unlimited number of providers, assuming all are registered 

and therefore compliant with relevant best-practices. We believe that the number of such providers 

might not exceed 10 and likely to be lower than that. In our view, such a selection presented to 

employees is not excessive. However, if it transpired that the number of registered providers exceeded 

10, and if it was proven that such a large selection was detrimental to employee engagement, then we 

suggest that a review might determine that the number of AE registered providers should indeed be 

limited to a smaller number. However, at start-up, we believe that the number should be unlimited. 
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The use of commercial providers 

Your consultative document includes the question of whether or not the use of commercial providers is 

the right option. Our preference is that there should be a State Investment Fund option, one that 

addresses capital expenditure needs and that declares an appropriate rate of return based on agreed 

criteria. Pension investments are, by definition, long term investments and therefore are ideal for 

consideration in this respect. 

Employee Selection of preferred provider 

In our view, an employee should be able to make a choice on their preferred provider. In the absence of 

a specific choice, a “quick-pick” or carousel equivalent can be automated to make an automatic 

selection on their behalf. In our view, the employer should play no part in this selection. 

 

2. Target Membership 

The Strawman proposal includes a threshold of €20,000 earnings below which automatic enrolment 

would not arise, albeit in the context of such employees having an “opt-in” option. We submit that this 

is flawed in that an employer will not know what an employee’s earning will be at the time of 

employment. Not only may the employee’s earnings fluctuate on a weekly basis, but the employee may 

have earnings outside of this employment. That means that the employer will not be able to declare 

that an employee’s earnings will be below any given threshold at any given time. 

It is none of an employer’s business to ask if an employee has other employment. Nor can the 

employer be sure of the accuracy of any response received to that question.  

Apart from this, it would be inherently inequitable for one employee to be treated differently to another 

based on their earnings. This AE proposal offers a significant benefit to employees in the scheme. By 

treating employees differently (i.e. automatically opted in or not), and arguably without proper 

knowledge of the full income data, there would be a clear unequal provision of the Strawman scheme’s 

operation. 

Regarding age, the same criteria of equality should apply. we submit that qualification for the AE should 

be based on ages 18-65, ie. adulthood limited to the pension age at the upper end.   

In this regard, we also submit that all self-employed persons should be included in this membership, 

with an automatic “opt-in” setting, again only subject to the upper age limit. 

Your Strawman document asks about those outside the workforce, and we currently do not have a view 

as to how or why such persons can be included in a personal employee-based occupational pension 

scheme. 

Your document also asks if employees should be given the option of transferring existing occupational 

pensions into the AE system. I believe that there is a very strong case for including this. Obviously, given 

that existing pension funds will have already benefitted from State income tax relief, then such transfers 

should not provide a double benefit, nor should it demand any additional employer contributions. 
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3. Employer and Employee Contribution Rates 

We believe that there is a major flaw in the Strawman proposal regarding employer contributions. 

Strawman proposes that employer contributions should be conditional on an employee’s contribution – 

if an employee doesn’t contribute, then the employer has no responsibility to make any contribution. 

Very simply, we submit that the employer’s contribution should be mandatory, and not subject to 

matching the employee’s voluntary contribution.  

Take the case of two employers who are competing on cost grounds for business. Both pay their 

employees the same rate of pay. Both endeavour to claim better service/products or lower non-staff 

costs to get the contract. That level of competition is good and drives up quality and keeps costs down. 

However, under the proposed AE, we now could have this scenario skewed.  What if one set of 

employees in Company A are making employee contributions of 6% under AE but the other set of 

employees in Company B have all chosen to “opt-out” of AE. This will result in Company B having a 

competitive advantage over Company A.  

This scenario will create an implied (albeit unintended) incentive for an employer to advocate their 

employees to “opt-out”. This is clearly not what AE should entail. It would be naive to hope that such an 

incentive would not be considered by some employers.  

The creative solution to this is to make the employer’s contribution a mandatory contribution to the 

employee’s occupational pension fund. This will have the following consequences: 

a. The employee’s approved pension fund is automatically active and being credited continuously 

during the employee’s employment 

b. The employee can still choose to “opt-out” of the employee’s contribution only – thereby continuing 

to benefit from a reduced employer-only contribution 

c. There is no competitive edge to be gained by one employer over another based purely on the 

personal financial circumstances and decisions of their group of employees 

d. There is no financial incentive to any employer to advocate in favour of any employee exercising 

their “opt-out” option. 

Arguably, employers will claim that such an added financial staff cost is not acceptable and/or 

affordable. We submit that in the context of this AE proposal, there is a gradual increment of up to 1% 

per annum to some of their staff costs (only arising in relation to those staff for whom the employer 

does not currently make an employer pension contribution). This should be viewed in the context of 

Ireland’s current Employer PRSI contribution rates which are considerably lower than most of the other 

EU countries (see table below). 

In the case of self-employed, there would remain the need for the employer portion to remain 

mandatory and the employee portion to be subject to availing of the “opt-out” option. 
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The following table was included in a Social Justice Ireland paper in 2016: 

(https://www.socialjustice.ie/sites/default/files/attach/policy-issue-article/4642/chapter9.pdf)    

Table 4 Selected Employer Social Insurance Rates  (Figures from KPMG) 
 
Country Employer    SI rate 
Austria     21.48% 
Belgium     35.00% 
EU Average    25.05% 
France     43.40% 
Germany     19.33% 
Global Average    16.85% 
Ireland     10.75% 
Italy     30.00% 
Japan     14.59% 
Netherlands    18.47% 
OECD Average    22.03% 
Spain     29.90% 
Sweden     31.42% 
United Kingdom    13.80% 
United States      7.65% 

Acknowledging that Ireland’s standard employer PRSI rate has since increased to 10.85% (and 10.95% in 

2019), there is considerable scope for employers to bear an increase in their contribution to employee 

welfare.  The benefits of making the employer’s contribution mandatory far outweigh the opposition 

that will no doubt arise from this change to the AE system. 

Upper Threshold of €75,000 

There is a logic and practicality to including an upper threshold to both State and employer 

contributions. The level of this upper threshold will influence both employer and State costs. Once 

specified, this threshold will become an effective ceiling on contributions to the fund.  

Initially, the level of €75,000 seems reasonable. However, we would like to view the actuarial analysis 

that shows the value of the final pension fund on the assumption of contributions of 6% employee, 6% 

employer and 2% State (equivalent to 3:1) sums over, say, 40 years of average industrial earnings. What 

would such a fund reach, based on typical rates of return? Will it bridge the income gap as illustrated 

below in your presentation? Nonetheless, a figure equating to close to twice the average industrial wage 

seems reasonable. 

We note that DEASP’s presentation is based on the State pension being targeted to amount to 34% of 

the average industrial income. Arguably, on the basis of more fairness and availability of additional State 

resources, the State should target to increase this 34% to 50% or more, thereby reducing the “savings 

gap” as presented below. However, we acknowledge that this is beyond the scope of this AE proposal. 

However, the upper threshold of €75,000 should be based on evidence of effectiveness. As such, we 

don’t have the relevant data to agree or disagree with this figure. But there is no doubt that there 

should be an upper threshold based on basic social justice grounds as well as capping employer and 

State costs. 

https://www.socialjustice.ie/sites/default/files/attach/policy-issue-article/4642/chapter9.pdf
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A Disregard 

We do not believe that a disregard is appropriate or valid. It would only be used to limit the scope and 

purpose of the AE system. 

 

Extract from DEASP Presentation Summer 2018 

  

 

4. Financial Incentives provided by the State 

Strawman’s proposal to provide a 3:1 contribution to the employee’s pension fund is a positive 

alternative to the current regime of income tax relief. This proposal makes the State’s support a much 

more equitable and transparent financial contribution to an employee’s fund.  

Arguably, this State support could be mandatory, similar to the employer’s contribution as proposed 

above. However, we acknowledge the intention to provide an incentive to employees to make their 6% 

contribution, at least. However, we ask that your officials consider the benefits of making the State’s 

contribution mandatory on the basis of equality, fairness and the resulting benefits accruing to the 

employee’s individual pension fund. 

The ratio of 3:1 has the advantages of both simplicity and understandability. Alternatives might include 

5:2 or 2:1. Potentially, a 5:2 ratio might lead to an excessive State cost. However, a gradual 

improvement in this 3:1 ratio could be targetted in the AE system on the basis of available State 

resources and the success or otherwise of the roll-out of AE. If 3:1 proves not to be a sufficient incentive 

and if State resources are available, then an improved incentive would be justifiable.   
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Note that the current tax relief regime allows significant contributions to attract relief at the employee’s 

marginal rate of tax. We submit that this should be reviewed and amended. Your document notes that 

such a review is part of the National Pensions Framework, 2010. We believe that the proposed initial 3:1 

State incentive should ultimately replace the current marginal tax relief provisions. This is based on 

more equality, more transparency and a significant reduction on the excessive tax relief that is currently 

enjoyed by those on earnings of multiples of the average industrial wage. Arguably, such reductions in 

the level of costs being incurred by the State in the current tax relief provision could be used to increase 

the level of State pension provision, from its current 34% level to a higher level of the average industrial 

wage.  

In this regard, we believe that there should be an ambition to phase out the current tax relief regime 

and over the same 6 year time period to 2027, requiring all current occupational pension schemes to 

convert to the proposed AE system and its 3:1 State financial incentive. 

 

5. Investment Options 

we do not have any expertise in this field to offer informed opinion. However, regarding the approach to 

limit fees and charges to 0.5% of assets under management, we believe that it is necessary and should 

be part of the registration of providers that their fee structure has a ceiling based on best practice. 

The proposal to allow funds to be switched from one fund to another should also be part of the 

registration requirements. Indeed, we suggest that employees should be able to mix their investment 

funds across different fund options, on the basis of spreading risk and return factors. 

Previously in this submission, we proposed that one of the registered providers should include a State 

Investment Fund, allowing employees to place all or part of their investment back into the country for 

State investment purposes, allowing an arguably more ethical personal investment policy. 

 

6. Policy for Opt-out and Re-enrolment 

We agree that there should be an “opt-out” option, with no need for an “opt-in” option if my proposal 

that the employer’s contributions are deemed compulsory is accepted. We also proposed that there 

should be no need for an “opt-in” option on initial employment, if it is accepted that there is no lower 

income threshold.  

Strawman’s proposal to have a limited window for exercising the “opt-out” is imaginative and, subject 

to review over the initial period of the AE scheme, worthy of inclusion. However, the conditions of “opt-

out” should be subject to change based on this review. However, we believe that the interpretation of 

the “opt-out” should be that of a suspension of current employee contributions (along with State 

contributions based on the 3:1 ratio). We have already submitted that the employer contributions 

should be deemed to be mandatory and therefore, the fund will continue to receive employer 

contributions. As such, the “opt-out” merely reduces the contributions to the employee’s fund, and 

does not equate to a closure and refund of the fund’s assets to the employee. 
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We agree that the automatic reversal of an employee’s “opt-out” after a prescribed period of time is 

also positive in terms of trying to achieve the system’s stated goals. We presume that at any time, an 

employee can nonetheless choose to “opt-back-in” prior to that prescribed period of time. 

The process of withdrawal of an employee’s prior contributions from their fund should be limited and 

regulated. Presumably, it would involve some form of clawback of the State’s previously-paid incentive 

sums. Apart from that clawback, there would be no need to tax that refund, given that the employee’s 

contributions would have been made after-tax. 

However, in our view, the refund of the total fund should be more highly regulated and limited, and only 

permitted in special circumstances such as serious illness. 

Any contribution to CPA’s costs should only be considered once the costs of setting up and maintaining 

the CPA are known. Arguably, there should be no employee or employer contribution to the cost of 

running the CPA and instead, a very small levy should be applied to the registered service providers so 

that they would make a contribution to these running costs. 

There should be no cost to the employer in facilitating compliance with the proposed AE system. Based 

on the earlier “one-stop-shop” proposal regarding a single ROS/CAP portal, there should be no added 

overhead to an employer in complying with their requirements in this regard. We believe that an 

employee’s preferences regarding their rates and fund selection could and should be exercised by their 

own on-line communication with the ROS/CPA portal. Any instructions to the employer can and should 

be communicated to the employer similar to the processing of tax credit allocation via the P2C or newly-

defined RPN under PAYE Modernisation.  

7. Arrangements for Benefits and the Pay-out Phase 

This submission has already noted the need to provide for early access on the grounds of ill health. 

Apart from that, I have nothing to add to the proposal under this heading. 

 

We believe that the Strawman AE proposal is very positive. However, in our view, a number of key changes 

need to be included in the final revision of the proposal, namely: 

• Changing the Employer contribution to be mandatory 

• Removing the lower income threshold 

• Reviewing the upper threshold of €75,00 on the basis of actuarial data 

• Ensuring that there is a single ROS/CPA portal to avoid data errors and omissions. 

 
Yours faithfully, 
 
 
 
David Quinn 
Managing Director, Pascal Software Ltd. 

 


