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The concept of Auto-Enrolment is in our view, not only sensible; it is an absolute necessity as 
generally, Irish employees, especially at the lower end of the scale have never fully embraced 
the importance and practicality of personal retirement funding. Various incentives from tax 
credits on premium to tax-free/gross roll-up gains and tax-free lump sum payments upon exit 
have not in themselves, been sufficient for lower paid workers to take responsibility for their 
retirement years, financially. 
 
But we also must look at those sections of society that are investing in pensions and that have 
embraced such incentives willingly and significantly. Rather than simply having a focus on 
those sections of society currently not active in retirement funding and who are in the lower 
to middle income groups, and trying to force their hand, we should look at the sections of our 
society that are embracing retirement funding, and see what is there to learn from those that 
do, in order to encourage those that don’t. We need to also learn from the SSIA experience. 
 
And that is something that in our view, has been missed by the department. Certainly, it is not 
evident in departmental papers or during the recent roadshows on the topic. We outline below 
therefore, our view of some of the important lessons to learn from those actively partaking in 
their own retirement funding, and how to consider those lessons under Auto-Enrolment: 
 

 It is clear that if the tax incentive is sufficiently attractive, people will take part 
 It is also evident from SSIA experiences that if the tax credit is presented positively 

and conveniently to the payer, people will take part very willingly 
 SSIA added tax credits and over 500,000 people took up the option within 1 year 
 Pension tax credits have to be applied for, are added back to net pay or remitted once 

a year by cheque. That means people don’t feel the benefit of the tax credit in their 
pay cheque or they have to pay the tax first, to get it back. Either way is painful 

 For 40% tax payers, that is not such a problem as the level of tax credit/rebate is more 
impactful and significant.  

 For 20% tax payers – the primary market for Auto-Enrolment – the current system of 
tax credits via payroll or rebate is just not attractive enough for them to embrace it 

 The SSIA system proves this in reverse. The addition of tax credits at the equivalent 
of 25% (3:1) saw 500,000 people buy into the concept within just one year, implying 
that visibility of savings being enhanced immediately is something people will buy. 
This implies that Auto-Enrolment for the target market is the right idea and structure  

 The short-term nature (5yrs) of SSIA also proved to be a major selling point and 
again, bearing in mind the lower-average-middle ground earner as the target market 

 The banks “sold” SSIA accounts very aggressively, but provided no advice thereafter 
 Those who took independent advice before investing did substantially better than 

those who were mass-sold by banks without advice or impartiality  
 Most bank SSIAs matured. Most of those independently arranged were retained 



A few key lessons we suggest need to be learned from the above: 
1. Adding tax credits to the payers’ account is a better way than tax credit to income. 

This is very true for PAYE/Employees who can see the enhancement immediately as 
opposed to not feeling the benefit of a slightly higher take-home pay or having to pay 
the tax first, in order to get it back later 
 

2. It is not so relevant for self-employed or Directors who can adjust their tax returns 
having allowed for pension payments and so, do not need to wait for tax credit/rebates 
 

3. Early access under certain conditions will be better received by the target market. 
Many people will not avail of the option, but the very existence of the option will in 
itself attract more involvement. Evidence of this was the access change to AVCs 
during the financial crisis. While the option was there, there were rules/costs to it and 
as result, almost nobody actually took up the option. But the gesture was welcomed  

 
4. The reason higher paid earners more openly embrace pension funding is the 40% tax 

credit. If that is taken away/reduced to 25%, that market will retract on self-funding 
 

5. That market will re-direct attention to EIIS, property, lowering director incomes, other 
non-pension tax incentives using company funds…thus defeating the purpose by only 
discouraging higher-paid tax payers while encouraging lower-paid tax payers 

 
6. Why should the higher tax payer be discriminated against the lower earner? Surely if 

we pay tax as we earn, we should enjoy any tax credits at that level of liability? For 
the system to be fair to all, that is the only way to apply tax credits 
 

7. Lifestyles and expectations are mostly relative, so too are income requirements and 
future expectations. For example, a couple earning €30k each will net c. €3,800.00pm. 
If they pay a mortgage x €700-800pm and have 2 children, they likely will have no 
money left over at month-end. But at retirement they may have no mortgage and the 
children are mature. State joint pension of €25k is tax-free meaning they are largely as 
well off in retirement on state pension as when working with a mortgage and children. 
If they also built up a pension fund of €50-150k between them, that will provide for 
the extras in retirement…25% tax-free cash + 4-5%pa income c/o ARF or annuity 
(Official line from the dept at this time is the absolute retention of state pension) 
 

8. But the higher tax payer/couple have a much greater retirement requirement by virtue 
of being higher earners. Is it fair to disenfranchise that market from pension funding 
at their level of tax credit just because they earn more? They earn more for a number 
of reasons: luck, good fortune, skillset, effort, career advancement, business risks … 
that result in them earning at a higher level. Such people are already capped at the 
pension threshold of €2m funding. Lest that point be mis-interpreted, the maximum 
pension fund threshold is based on a maximum allowable pension-funded income of 
€60k a year/3% yield. Relative to those on higher earnings, this is already a restrictive 
cap on their retirement options without also taxing them at 52% and only returning to 
them 20% credit (25% if Auto-Enrolment is an indication of future tax credit limits) 



9. Based on SSIA factual experience, those who took independent advice at the point of 
engagement and beyond, did better with their investments than those who were sold 
over the counter by the banking system. The top performing SSIA was provided by 
Zurich Life, an option only available to the public at the time via advisors 
 

10. Where then is the consideration with Auto-Enrolment for financial advice? The SSIA 
market remunerated advisors approx. 10% x initial/annual premium and up to 0.5% x 
fund value annually. Was that bad value for the payer? Clearly not, as those who did 
engage with advisors generally gained more value and were much better informed 
 

11. At present, Brokers Ireland have a radio campaign that states how research shows that 
those who engage with an advisor fare better with financial planning than those who 
do not. Surely then it is not only reasonable, but it is absolutely correct that there is a 
provision made for those who wish to engage in Auto-Enrolment on an advice basis? 
It is not acceptable to suggest that such tax-payers can pay a fee because for PAYE 
earners, such fees are not tax-deductible whereas conventional options are taken from 
the contract and as such, are in effect a tax deduction for the tax-payer 

 

Suggestions for Consideration: 
a. We support the implementation of Auto-Enrolment for the target market as suggested, 

whereby tax credits are added to the payers’ account rather than rebated via payroll 
 

b. A graduation from 1-6% over 6 years is very reasonable, perhaps even too long? 
 

c. Confirm that those involved can pay thereafter via conventional pension to max limits 
 

d. Early access option with restrictions. Make sure no third party (banks…) can take a 
charge/lien against the fund or “advise” a taxpayer to access funds for banking issues 
 

e. We agree that employers can play an active role. But we do not think it is fair that the 
employer has equal responsibility as the employee. The role of the employer is to pay 
staff for executing a role. It is not to provide for the employee long after they have left 
employment and stopped adding value to the business. The State will be a 1:3 
contributor. We see this as a much fairer benchmark for Employers. If it is good 
enough for the State, why would it not be a sufficient commitment by the Employer? 
 

f. Employers already contribute double what Employees pay into PRSI. Yet the benefits 
from PRSI are entirely there for employees only, meaning that employers are already 
shouldering much more of the responsibility for provision to employees than those 
employees are themselves. Is it fair to burden Employers with a further 6% levy with 
no benefit – direct or indirect – for the employers? Where is the fairness in that? 
 

g. While Employer contributions will be deemed a tax-deductible cost to the business, it 
is nevertheless a transfer of company resources from Employer to Employee. It means 
there is less profit/more costs to the business and as such, Auto-Enrolment is a burden 
on employers – especially SME – whereby the tax-deductible status is really of little 



compensation. We suggest instead that Employer contributions are at least partially 
balanced/credited against Employer PRSI. Otherwise the true cost to the Employer 
per employee will be salary PLUS c.17% between Employer PRSI/Auto-Enrolment 
 

h. While Self-employed and Directors can voluntarily take part in the programme, we 
feel the current tax rebate system including the higher tax bracket should be retained, 
considering that no third party is contributing on their behalf. Otherwise not only are 
you hurting Employers for added benefit of their employees, but you are further 
hurting them by reducing the benefit to them of their own funding.  
 

i. It is not a fair or reasonable argument to suggest or think that higher tax payers have it 
so good. They pay an effective tax rate of 52%, are more likely to be impacted by any 
annuity/pension fund threshold and will suffer much more than lower tax payers when 
they retire based on the percentage of state pension relative to earnings. If we want to 
encourage all members of society to take more responsibility for retirement provision, 
then it must be fair to all. That means we all receive tax credit at the level we pay and 
we all can fund our retirement as appropriate to our taxable incomes. Why not?  
 

j. There simply has to be realistic expectations by the Department when it comes to both 
pension providers and the role of professional Advisors. There is significant evidence 
to demonstrate that those who take financial advice fare better than those who do not. 
There is also evidence that while pension institutions will most likely engage, they 
will do so at a basic level only, if the cap on pension charges is to be as minimal as is 
currently suggested. PRSAs is a prime example. Standard PRSAs only offer limited 
fund choice and investments and this is simply because of the 1% ceiling on annual 
fund charges. Most professional advisors who value their time and expertise will not 
promote Standard PRSA contracts as it simply does not provide adequate fund choice 
for clients and the structure does not pay for advice post-execution 
 

k. Pensions are not as simple as just choosing between low/medium/moderate risk funds. 
Such categories can offer corporate and sovereign bond options, fixed term deposits, 
structured accounts, absolute returns, multi-asset funds to mention a few. It has been 
proven beyond doubt from history, that reward follows risk in the longer term. It is 
simply bad advice to encourage younger people paying small amounts of money into 
pension to take a long-term low/cautious/medium risk. Regardless of any charges, the 
returns will simply not be impressive and if you limit the fund choice, the expected 
outcomes will be even less attractive in the long run. Plus, who is going to advise the 
public on fund choices? What they mean? Who will review them? Discuss markets? 
 

l. As a result, the Auto-Enrolment simply must give the public a choice of standard and 
non-standard pension options, similar to both Standard and Non-Standard PRSA. The 
former can fit into the proposed flat 0.5% annual charge, with a simple choice of low 
or medium (and we suggest adding in Higher risk…) fund choice with no advice. The 
latter would be a 1.25% option whereby further fund choices are added, the pension 
company get paid 0.75% and an advisory firm get paid 0.5% annually with no initial 
or up-front commission payment. Advisors can charge a set-up fee at their discretion 



and with customer agreement…or they can simply accept the longer-term value of 
developing a good database of employees paying into Auto-Enrolment for many years 
with annual 0.5% income base to provide review/investment/fund direction services 

 
On the assumption that the aim of Auto-Enrolment is to encourage more people, especially at 
the lower/middle PAYE income levels, to engage in retirement funding, the system must 
provide choice to the tax payer, make it financially viable for institutions and allow the public 
the option of seeking advice for the duration, knowing as we do, that investors who avail of 
advice fare better off than those who don’t. It is not as simple as choosing a pension company 
and a fund, once. If it was, there would be no requirement for an advisory industry, for 
Central Bank regulation, for professional advisory qualification and there would not be half 
the fund choice, asset choice and strategy choice that prevails today. It is insulting to the 
pensions market - fund providers, product providers, education bodies and the entire advisory 
industry - to think pension funding can be simplified into choosing just one company and one 
fund/risk level once, and just assume all will be well at 66/7/8 years of age. 
 

The under-signed was one of the first professionals to complete Pension Trustee qualification 
(PTP), is further qualified as a Retirement Planning Advisor (RPA), is a Qualified Financial 
Advisor (QFA) and holder of a higher degree in Economics from NUI Galway. Our staff are 
similarly qualified (QFA; FLIA) or studying for same.  
 
The business is in its 14th year of trading, is respected, well-regarded and holds the industry 
recognition as LPI Regional Broker of the Year 2018. We have been quoted in the Irish 
Times, interviewed on Galway Bay FM, written articles in Irish-American publications on the 
Irish economy, and featured on Irish current affairs radio shows in North America. 
 
These points demonstrate that this office takes the industry seriously; we know the topic and 
we are well-qualified to have a view. We were also among just a handful of Advisors to take 
part in the recent Auto-Enrolment Consultation Seminar with Minister Doherty and staff at 
the Galway forum. We ask therefore that our thoughts are given full consideration. Thank 
you for facilitating industry submissions as part of the consultation process. 
 
Yours sincerely; 
 
_________________________ 
Brendan Costello BA, QFA, RPA, PTP 
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