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Introduction 

Zurich Life Assurance plc is one of the largest pension providers in Ireland. It has assets under 

management of €23.5 billion, 450,000 customers, and a leading reputation for innovation and 

investment performance in the pension market. 

We welcome the launch on 22nd August of the Consultation Process for an Automatic Enrolment 

Retirement Savings System, and we are pleased to submit our comments on the strawman 

proposals. It is clear that the Automatic Enrolment Programme Management Office has designed 

proposals which build on the experience of other countries, which are focused on delivering good 

outcomes for members and which aim to minimise the administrative burden on employers. 

We strongly welcome the Government’s clear commitment to introduce an auto-enrolment 

supplementary retirement savings system in 2022, and we see auto-enrolment as essential to 

ensuring that pension coverage is increased in Ireland, so that future retirees have a decent standard 

of living. Ireland is fortunate in having a younger population than many countries in Europe. By 

taking action now, the Government can ensure that Ireland does not suffer a pension crisis in the 

future. While most people know that they should be putting money aside for retirement, many leave 

it too late to start saving for retirement, and others don’t get around to doing it all. Auto-enrolment 

means that workers will be signed up to a pension scheme automatically, so they don’t have to think 

about it doing it themselves.  

We have summarised below our key comments on the Strawman proposals: 

Central Processing Authority 

We support the setup of a Central Processing Authority to administer the collection of contributions. 

This will be efficient for employers, as they will not need to deal with multiple providers. The CPA 

should have a clear focus on administration, and should not take on other roles (oversight & 

provider selection), as these tasks can be carried out by existing state bodies. The costs of the CPA 

may be significant, and the Government should carry out a detailed analysis of those costs before 

making a decision on the CPA, and the activities it will carry out. A lighter version of the CPA should 

be considered if the costs are prohibitive. 

 

Level of fees (0.5% management charge) 

The proposed fee cap is too low. It is 33% lower than the fee cap in the UK auto-enrolment market (a 

market 15 times the size of the Irish market). The proposed model for the CPA (employee led) is 

higher cost than the UK model for the following reasons: 

 

 In the UK, providers can select which companies to offer their services to, allowing them to 

target employers with higher paid employees. In Ireland, providers will need to administer 

all members they receive from the CPA. 

 The provider decision rests with members in Ireland, compared to employers in the UK. 

Marketing costs to individual members are higher than the cost of marketing to employers.  
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 A fee cap which is too low will lead to low standards of service to customers, and poor outcomes as 

they will receive no advice or assistance in their journey to retirement. In our view, the fee cap 

should be set at 1%.  

 

Employee ownership (provider is chosen by the employee not the employer) 

We support this approach, as it allows employees to stay with the same provider throughout their 

working life. It avoids the risk of an employee accumulating a series of small pension pots which they 

may lose trace of over time. 

 

Tender process (restriction to 4 providers) 

This is an artificial restriction on competition and choice, and not in the interests of customers. All 

providers who meet the minimum standards should be allowed to participate in the market. 

 

Tender process (retender every 5 to 10 years) 

This approach is fundamentally flawed because it is unfair to providers who enter the market from 

day 1. In the initial years, the pot sizes will be very small, and the business will be unprofitable. Even 

a 10 year tender does not give enough time for day 1 providers to earn back their initial investment. 

There should be no retender process, and providers should be allowed to administer business for its 

lifetime, provided that they meet all minimum standard on an ongoing basis. This is also in the 

interests of members, who will not be forced to move providers against their will, and have the 

option to switch providers at any time. 

 

Contribution levels (increasing to 6% employee/6% employer over a 5 year period) 

We support the clear plan to increase contributions to a good level over a relatively short time 

frame. However, the contribution rates may create challenges for some employers, and the 

Government should carefully examine the overall economic impact of the introduction of auto-

enrolment. 

 

Tax incentive (Government contribution = €1 for every €3) 

The proposed tax incentive means that middle income earners will pay 25% more for their pension 

contributions compared to the existing tax relief regime (net cost of €100 pension contribution = €60 

with 40% tax relief, and €75 with the €1 for €3 incentive). In addition, pension savers would be faced 

with the extraordinary situation of receiving tax relief at 25%, and potentially paying tax at up to 

47% (40% income tax plus 7% USC) in retirement. The existing pension tax deferral regime works 

well, as it provides an incentive for all tax payers and ensures that the state has a future income tax 

base as the population ages. 

 

Investment options (limited range of options, default to low risk) 

We support offering a limited range of options, as too much choice will be confusing to customers. 

We have concerns at defaulting customers to a low risk option. As customers will be investing for 

several decades, we suggest a medium risk diversified lifestyling approach will give better returns to 

customers. 

 



 

Response to Auto-enrolment strawman 
Zurich Life Assurance plc 
Page 4 of 27 
 

In the following pages, we provide detailed comments on each question posed in the Strawman 

proposal. We look forward to contributing throughout the consultation process, and to support the 

introduction of an auto-enrolment system in Ireland which delivers for employees. 

 

  
Jonathan Daly Thomas Synnott 
Head of Retail Head of Corporate Propositions 
Jonathan.daly@zurich.com Thomas.synnott@zurich.com 
+353 1 209 2178 +353 1 209 2196 
  

mailto:Jonathan.daly@zurich.com
mailto:Thomas.synnott@zurich.com
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4.1: Administrative Arrangements and Organisational Approach 

Overall, we welcome the proposed approach of putting in place a Central Processing Authority. This 

approach has been designed by taking account of some of the shortcomings which have arisen in 

other countries which have introduced Auto-Enrolment. In particular, it addresses the issue of 

members losing track of potentially multiple pension pots they may have accumulated over the 

course of their working life. For employers, it is efficient as it ensures that they need to deal with the 

CPA only, rather than potentially multiple providers with different systems or having to choose a 

provider themselves. The State clearly has a proven track record through Revenue and DEASP of 

administering the collection of monies from members and employers, and therefore has the 

necessary expertise to put such a system in place. However, the CPA model should be costed fully 

before embarking on a system build and if the estimated costs prove too high, the state should then 

consider a lighter version of the CPA which perhaps is employer led and doesn’t handle contribution 

collection. 

 

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

We believe some aspects of the rationale for the CPA are sound, but some are not as follows: 

 It addresses issues which have arisen with auto-enrolment in other countries, by 

enforcing “pot-follows-member” 

 We don’t agree that the CPA can improve service for members. In fact, the proposed 

tendering approach and a fee cap far below that in the UK market could only result 

in worse service for members 

 We agree that the CPA is an efficient way to collect contributions from employers. 

Rather than potentially dealing with multiple providers, payroll software providers 

will only need to deal with one central authority. 

 We don’t agree that the CPA creates efficiencies for providers, because pension 

providers in Ireland have already built automated portals for employer payroll 

upload. 

 We don’t agree that the CPA can drive down investment management costs. All 

major pension providers in Ireland have sufficient scale to access very low cost 

investment management. 

We note that the CPA has 2 different roles – ongoing administration including member 

enrolment and premium collection, as well as selection and oversight of providers. While the 

1st role requires a new state body, the 2nd role could perhaps be carried out using the 

existing regulatory infrastructure (e.g. the Pensions Authority, who have significant 

knowledge of the pension industry and oversight experience, or the CBI).  

 



 

Response to Auto-enrolment strawman 
Zurich Life Assurance plc 
Page 6 of 27 
 

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? 

Key strengths of the CPA include: 

 It should be efficient and easy to use for employers 

 It facilitates pot follows member, and avoids the problem of multiple pension pots 

 It avoids the need for the state to build its own pension administration capability, potentially 

at very high cost and with significant delays to the introduction of AE. 

 It is an efficient way for the state to facilitate AE without taking responsibility for 

Administration, investment management and customer outcomes. 

Weaknesses include: 

 There is some risk to the state in ensuring that the CPA is built and delivered on time for the 

introduction of auto-enrolment 

 There is some duplication of existing infrastructure, as providers already use efficient online 

automated contribution upload tools for employers 

 There will be substantial cost in building the CPA, and significant ongoing costs. 

In relation to improving the CPA model, the state should consider whether the CPA would work 

better with a single clear focus on administration rather than on oversight and provider selection. 

 

3. If you don’t agree with the CPA model, can you suggest alternatives? 

We agree with the CPA model provided it can be built at a reasonable cost to the state. As stated 

above, if the costs prove prohibitive the state should consider a lighter version of the CPA which is 

employer led and uses existing provider infrastructure to handle contribution collection. 

.4. Have you suggestions for how the operating costs of the CPA could be covered? 

The costs involved in building the CPA and in running the CPA will be material. The state will need to 

analyse those costs in detail before making a decision on who should bear the costs. Given the 

state’s desire to introduce auto-enrolment, and the significant costs borne by employers in making 

member contributions, it would seem fair that the state should contribute to the costs of 

introducing auto-enrolment by covering the costs of the CPA. This will be a small price to pay for 

putting Ireland’s future pension savings on a sustainable basis, and on increasing pension coverage 

in Ireland to acceptable levels. In the initial years of auto enrolment, it would clearly not be possible 

for those costs to be borne by members/providers as the costs could be large relative to small 

pension pots. If the costs of the proposed design of the CPA are high, the state should consider a 

lighter version of the CPA. Pension providers already have portals facilitating automated premium 

upload, and this could be used in conjunction with this lighter version of the CPA to facilitate an 

employer led rollout. 
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5. Is the use of commercial providers for the provision of retirement savings options the right 

approach? 

Yes, it is the right approach. There is a well established pension market in Ireland, with a number of 

providers of scale leading to strong competition and choice. The pension industry in Ireland also has 

a strong track record of innovation (lifestyling strategies were commonplace in Ireland well ahead of 

other countries). If the state wished to setup its own pension administration company, this is likely 

to be highly expense (e.g. NEST in the UK has an outstanding loan to the state of £539 m, and is not 

expected to repay the loan until 2038), duplicate existing infrastructure, and would place a heavy 

responsibility on the state in terms of designing investment strategies etc. The state has no existing 

expertise in Defined Contribution pension administration, so there are no advantages that we can 

see of establishing a pension provider run by the state. 
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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? 

We don’t believe it is appropriate to limit the number of approved AE Registered Providers. Limiting 

the number of providers is an artificial restriction on competition and on choice for members. In 

relation to scale, any provider entering the AE market is likely to already have scale i.e. they will 

already administer a large number of pension accounts (either  in Ireland or another EU market), and 

AE will not bring material additional economies of scale. The costs of administering each AE member 

account will therefore not be impacted materially by the number of providers.  

Barrier to entry as a result of costs and capital requirements 

Furthermore the costs of set up and capital needed to fund the early years and meet proposed 

capital requirements for master trusts will already be a significant barrier to entry. Indeed these 

costs are so significant relative to the proposed charges that it might be unwise to cap the number of 

providers in case through time some of the providers selected change their business plans and 

decide to leave the carousel.  Based on a 0.5% charge, 100,000 members and an average €30,000 

salary, we have estimated that the total capital outlay required for a provider to enter the AE market 

would be amount to between €25 m to €50 m. This is just to cover the capital requirements under 

the Pension Authority’s Master Trust proposals, and the losses made in the first 5 years when 

administration costs will be less than charges.  

Political risk of tender process 

From the State’s perspective, a tender process carries significant political risk – it will be impossible 

to design a tender process which assesses which provider will deliver the best service and outcomes 

to members over many future decades, and the state will be blamed if it selects a provider which 

doesn’t perform, or rules out a provider which performs much better for members outside the AE 

world.  

Operation of carousel 

There should be a limit of one place on the carousel per provider group. For example, it should not 

be possible for a provider to have a slot, and a further slot for a fully or partially owned subsidiary. 

Otherwise for example a company could have two slots under two different entities, a bank could 

have a slot themselves in addition to an insurance company subsidiary or a broker with 

administration capability could have a slot in addition to a parent insurance company. 

 

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

less, and if so, why? 

N/A. We don’t see a cap on the number of providers as useful. In practice, we expect no more than 5 

or 6 providers because of the significant market entry costs. 
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8. Are there alternatives that can achieve the economies of scale required other than to select a 

limited number of providers by open tender? 

Any provider participating in the market is likely to already be large enough to have economies of 

scale. They will already be large enough to access investment management at very low cost and will 

have all of the necessary oversight and infrastructure to safely administer pension member 

accounts.  

 

9. What do you believe is the optimum governance structure for Registered Providers and why? 

(e.g. Master Trust or insurance based contract providers). 

We support the need for strong and effective governance of Auto-enrolment providers, which 

should include consumer protection measures as well as capital requirements so that any consumer 

detriment issues that arise can be fully remediated. This will be essential to ensuring that members 

have confidence in the auto-enrolment system. The oversight of trusts and non insured registered 

administrators would require a stronger legal framework, if it is to be used for auto-enrolment.  

We believe the optimum governance structure is a contract based approach with strong regulatory 

supervision.  In the table below, we compare the alternative approaches: 

 Master Trust and Registered 
Administrator 

Insurance based contracts 

Capital protection None (capital requirements are likely 
to be introduced) unless insurer 
operated. 

Solvency II capital (which 
includes holding capital for 
operational risk) 

Consumer Protection Requirement for trustees to operate 
in the best interest of members , but 
lacks a strong legal framework 

Consumer Protection Code, 
requiring providers to act in the 
best interests of consumers 

Enforcement powers of 
regulator 

Unproven Strong 
(e.g. in the case of the tracking 
mortgage issues, the CBI has 
been able to forcefully ensure 
that banks remediate all 
impacted customers) 

Who pays when 
something goes wrong 

Unclear – does any party have the 
resources to do so? It may be unclear 
whether the administrator or the 
trust is to blame for any issues which 
arise. 

Provider  

Authorisation process To be determined CBI approval required, with 
pre-approval required of key 
function holders 

 



 

Response to Auto-enrolment strawman 
Zurich Life Assurance plc 
Page 10 of 27 
 

Do master trusts provide independence? 

In relation to the independence of Master Trust, each Master Trust would be set up by a provider, 

and the trustees appointed by the provider. It is difficult to see how Master Trusts provide strong 

independence – truly independent oversight can only be provided by a regulator. It also seems 

highly unlikely that a master trust could ever fire the provider (in the context of AE), given that 

master trust and provider are inextricably linked. It is also the case that the trustees may feel that 

they should not override the choice of the member to select a particular provider. 

Overall 

The contract based approach currently provides a much stronger framework than a Master 

Trust/Registered administrator approach. If the Master Trust approach was used, there would need 

to be a major overhaul of the existing governance framework. The contract approach has already 

been used in Ireland since 2003 for Standard PRSAs, so the contract based approach also has the 

advantage of offering consistency across different forms of provision. The existing Standard PRSA 

legislation could be used as a starting point, with perhaps some updates required, and consideration 

given to replacing the role of the PRSA Actuary with independent oversight from the regulator. 

 

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? 

Ideally, there would be engagement and interest from members, and most would select their own 

provider. However, we believe that many members will not wish to select a provider and fund 

option. Therefore, we agree this is the best alternative. However, the state should set out guidelines 

so that the default investment strategy for each AE provider are relatively similar. This will ensure 

that the outcome for a member from each provider’s default option are not vastly different. 

 

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

management fees? 

In order to decide on a sensible fee cap which would allow the AE system to operate without undue 

systemic risk, which will allow a decent standard of service and good outcomes for the very large 

number of citizens who will come to rely on it, a detailed analysis is required. Potential sources of 

data include: 
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International comparisons: 

The proposed cap of 0.5% is far lower than charges applying to AE in other markets as shown in the 

table below: 

Provider Fee 

UK (Aviva – large commercial auto enrolment 
provider) 

0.75% of fund per annum 

UK (NEST – state sponsored pension provider 
with 4.5 million members) 

Average fee equivalent to 1.26% over 5 years or 
0.75% over 10 years. 
 
(1.8% of premium plus 0.3% of fund) 
 
NEST is projected to pay back the loan received 
from the UK government in 2038, 26 years after 
the introduction of auto-enrolment. It is not 
expected to breakeven until 2026 
 

UK (The People’s Pension – not for profit 
pension scheme setup by Building & Civil 
Engineering charitable trust with 4 million 
members) 

0.5% of fund per annum. 
 
However, in 2017, B&CE suffered a loss of £ 8 
m, due to higher operational costs. When 
added to the charges levied by The People’s 
Pension (£ 12 million), this means that the 
actual costs of running the People’s Pension 
amounted to £20 million in 2017 or 0.83% of 
funds under management). Source: Annual 
Accounts of B&CE 
 

Australia (AMP Super – largest provider with 
2.9 million members) 

Average fee equivalent to 1.9% over 5 years or 
1.1% over 10 years. 
 
(0.65% of fund plus €5.50 per month for 
cheapest option) 

New Zealand (ANZ KiwiSaver scheme – largest 
KiwiSaver scheme) 

Average fee equivalent to 1.87% over 5 years or 
1.04% over 10 years. 
 
(0.96% of fund for Conservative fund option 
plus €1.10 per month) 

 

It is not possible that in a market less than 10% the size of the UK market, pension administration 

and fund management could be provided at a cost 33% lower. In addition, the model proposed by 

the government for auto-enrolment is a higher cost model than in other markets for 2 reasons: 
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 In other markets, providers can select which companies to offer their services to, allowing 

them to target employers with higher paid employees. In Ireland, providers will need to 

administer all members they receive from the CPA. 

 The provider decision rests with members in Ireland, compared to employers in most other 

markets. Marketing costs to individual members are higher than the cost of marketing to 

employers.  

 

Comparison with basic banking products 

In addition, the 0.5% cap is lower than typical fees in Ireland for current accounts – a basic banking 

product with very low levels of complexity. The Central Bank study of current account charges in 

2011 (most recent available) found that a standard customer pays more than €100 per annum in 

current account charges. This is more than the proposed 0.5% fee for the 1st 6 years of Auto 

enrolment.  

State policy on charge caps in financial services 

From an overall state policy perspective, it is difficult to see a strong rationale for such a low cap on 

fees when the state has opted not to cap fees in other areas e.g. mortgage rates in Ireland are 150 

bps higher than the EU average. By contrast, the PWC study on pension charges in Ireland found that 

Irish pension costs were broadly in line with those in the UK (Source: PWC Report on Pension 

Charges 2012 – “The average Irish occupational scheme reductions in yield … compare favourably to 

the equivalent reduction in yield calculated for UK Stakeholder pensions”). It seems inconsistent to 

cap fees in the pensions market where fees are already competitive but not to cap fees in the 

uncompetitive banking market where Ireland is far more expensive that other countries. 

Nonetheless we understand the state’s desire to provide good value for money in the context of 

auto-enrolment, and we support placing some form of cap on auto-enrolment charges to ensure 

that members get fair value for money. 

Proposed fee level of 1% annual management charge will deliver better outcomes for members 

A fee cap of 0.5% will create a high risk of poor administration because it is below the level at which 

pension administration can be provided in much larger markets. We believe that very basic auto-

enrolment pension administration could be provided with a fee cap of 0.75%. However, our view is 

that the appropriate maximum limit is an annual management charge of 1%, as this will deliver 

better member outcomes. 

The state would need to examine the types of service which could be provided at different levels of 

fees, as shown in the following example: 
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Annual fee 0.5% 0.75% 1.0% 

Contract 
administration 

High risk of poor 
service 

Safe, with strong internal 
governance and oversight, 
and good levels of 
customer service. 
 

Safe, with strong internal 
governance and oversight, 
and good levels of 
customer service. 
 

Member 
engagement 

Basic regulatory 
(online annual 
statement) 

Digital communication to 
build member interest, 
encourage higher 
contribution rates and 
appropriate investment 
decision making 

Some face to face seminars 

Member advice None Online tools Online tools plus access to 
phone based advice and 
workshops. Advice in the 
run-up to retirement also 
possible.  
 

Innovation Basic product 
which does not 
change 

Product updated over time 
as market develops 

Product updated over time 
as market develops 
 

Investment 
management 

Basic index tracking 
equity and bond 
funds with no 
investment in e.g. 
property or 
infrastructure 

Some scope to increase 
returns and reduce risk by 
providing a more 
diversified portfolio e.g. 
property or infrastructure 
investments 

Some scope to increase 
returns and reduce risk by 
providing a more 
diversified portfolio e.g. 
property or infrastructure 
investments 
 

Member outcomes Baseline  27% higher (source: 
Brokers Ireland “The value 
of advice” 2013. This found 
that, excluding employer 
contributions, the average 
personal pension pot was 
53% better for advised 
customers. With employer 
contributions = employee 
contributions, pension pots 
would be 27% larger) 

 

The importance of advice 

Access to advice is essential to delivering good customer outcomes. Advised customers contribute 

more and are likely to make better investment decisions. It would be unfair to auto-enrolment 

customers to design a system which enforces a low service regime (due to the low costs), and does 
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not even give them the option to access advice, or any support in making key decisions on their 

retirement planning. Solving the problem of getting people to save for retirement is only one part of 

the problem – the other part in delivering good outcomes for retirement is on ensuring that 

members are well advised throughout their working life, and encouraged to make additional 

contributions when they can afford to do so.  

Many of the members who are auto-enrolled in 2023 will already be more than halfway through 

their working lives, but with no retirement provision. Auto enrolment will not deliver a decent 

retirement to them, because they will not save enough before reaching retirement. Access to advice 

means these customers can be encouraged to contribute more, and achieve their retirement goals. 

Regular review of fee cap  

Once the market is established, the state could review the fee level over time, taking account of 

benchmarks in other countries, as well as the success or otherwise of the AE market in Ireland. This 

will allow the state to ensure that members are getting good value. 

 

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

We don’t believe a tender process should be used. If a tender process is used, then retendering is a 

fundamentally flawed approach. 

Retendering is a heavy disincentive to market entry 

Re-tendering is highly unfair to providers who enter the market from day 1. It is those providers who 

will spend a number of years with very low fees on small pots of money, with the fees unlikely to 

cover the cost of administering each contract. 

The table below shows how the fees earned in the first 10 years of an auto-enrolment contract are 

far lower than those earned in the following 10 years.  

 Years 1 to 5 Years 1 to 10 Years 11-20 

Average pension pot per member starting in 
Year 1 of AE 
(assumes average earnings of €30,000) 

€4,235 €13,400 €68,400 

Average annual management fees (Assumes 
0.5% annual management charge and 4% 
investment growth)* 

€20 €67 €324 

 

The proposed retendering process is therefore fundamentally flawed, and will be a heavy 

disincentive to entering the market from day 1. Instead, providers will opt to enter the market at the 

first retender point, when they will take on no risk of the market not succeeding, and will not have 

to incur the losses likely to arise in the initial five years of AE. 
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Customer impact of retendering 

In addition to these considerations from a provider perspective, there are significant risks to the 

customer in forcing customers to move to a new provider each time a retender takes place. This will 

mean the customer could be moved to a provider they did not select, will likely result in the 

customer being disinvested for a period of time while the transfer to a new provider takes place 

(with the potential of significant lost investment return), and will involve moving the customer to a 

different investment strategy (as the investment strategies offered by each provider will be 

somewhat different).  

Alternative to retendering 

The state will want to ensure that providers continue to meet the standards which it requires in 

administering AE, and on ensuring that providers offer value for money to customers. Instead of 

retendering, the state should annually review that each provider is meeting the required standards, 

and the state should formally review the charge cap and investment options after 10 years, and 

every 5 years thereafter, taking account of international benchmarks. 

 

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

Yes, we believe it is reasonable – it gives enough time for employers to plan for the additional costs, 

and enough time for members to build understanding of and interest in AE. For the state, the 

challenge will be putting the necessary governance and legislation in place in good time for the roll-

out of AE, as well as the systems build required for the CPA. Until detailed analysis has taken place, it 

is too early to be certain whether the CPA can be put in place in time. However, given the state’s 

significant expertise on collecting PRSI, USC and income tax from employers, we believe it is an 

achievable timeframe. 

 

14. Do you believe that employees should select their preferred provider or should employers be 

required to select a Registered Provider on their behalf? 

We agree that employees should select their provider. This ensures that employees can stay with 

the same provider through their working life, and avoids the risk of lost pension pots from multiple 

providers. It is employees who will benefit from their retirement savings fund and therefore they 

should have ownership of deciding where and how they save. 

While it could be argued that many employees won’t engage with selecting a provider, and that 

employers may have more resources to analyse the various providers, many of the employers will be 

small employers with little or no pension knowledge.  On that basis, there are no clear benefits to 

employers being required to select the provider. 
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Section 4.2 AE Strawman – Target Membership 

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

We agree with having a lower earnings threshold because the state pension already provides a good 

replacement ratio for low paid workers and these customers may struggle with the burden of saving 

for retirement.   

Regarding an upper age threshold, we see a couple of different options here: 

 - Those on higher incomes are more likely to already make provision for their retirement, and they 

have the resources to get advice and choose their own provider or not. If the same financial 

incentive arrangements exist as per the wider system, then we believe that the proposed cap of 

€75,000 is reasonable. However it would also be reasonable to have no cap, as this cohort can 

always opt out if they already have provisions made. 

 -  If however AE is introduced with the proposed 25% tax relief, then there is no alternative but to 

set the cap at the higher income tax band as otherwise the state would be automatically enrolling 

customers into the wrong product to the significant detriment to the individual. 

 

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?  

€20,000 seems reasonable to us. Workers at lower income levels will find it very difficult to give up 

some of their income, as they already struggle to meet the basic costs of living. Putting the limit at 

too low a level runs a risk of widespread unpopularity, and could undermine the roll-out of auto-

enrolment. It would be important to include all earnings (overtime, allowances etc) within the 

€20,000 limit. In order to avoid a large take home pay cut when someone moves up from a salary of 

e.g. €19,500 to €20,000, a possible approach would be that contribution rates start at 1% (increasing 

each year by 1%) the first time anyone is auto-enrolled. 

17. Do you agree with the proposal to review the earnings threshold on a five yearly basis? If not, 

what adjustment process would you propose? 

5 years seems reasonable to us. However, the limit may need to be reviewed more frequently in a 

higher inflation environment. 

 18. Should there be a lower/upper age threshold for automatic enrolment? 

We agree with having a lower age cap. It makes sense that this age cap is in or around the age at 

which people typically leave college so that they are in the savings habit as soon as they join the 

workforce on a permanent basis. We don’t think there is a clear rationale for an upper age cap. We 

understand that there may be a concern that those above 60 are more likely to opt out and that this 

will lead to additional unnecessary administration for providers and the CPA. Our view is that this 
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concern is overstated and that there will be benefit to system of having those older customers 

included, as well as the obvious benefits to the individuals. 

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

thresholds and why?  

We believe the lower threshold of 23 is about right. To avoid a large reduction in net take home pay 

when an employee reaches age 23, contribution rates should always start at 1%, increasing each 

year by 1% (i.e. the phased approach to increasing contributions should not just apply from 2022 to 

2027, but at any stage for new joiners). 

20. Should employees outside of the age/earnings criteria triggering automatic enrolment be able 

to opt-in? 

Yes. We believe it makes sense to allow those outside of the age/earning criteria to opt in.  

21. How should those with more than one source of employment be treated? 

The earning thresholds should apply to aggregate PAYE levels, with the CPA responsible for 

aggregating and notifying employers as appropriate. 

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

modifications would you propose?  

We agree that the self-employed should not be auto-enrolled. However, we also believe that at least 

for the initial launch of AE, that the self-employed should not be allowed to opt in. This is because 

those self-employed workers who want to save for retirement are already well catered for by the 

existing system- typically advised by their accountant or referred by their accountant to a broker 

after considering the benefits of tax relief as part of their annual tax returns. 

Because of the strong link to the annual tax return deadline we think that opt in rates to AE by the 

self-employed would be extremely low, and any that do opt in would have contributed under the 

existing system anyway. Therefor the additional investment required in the CPA to make it cater for 

single premium pensions, pensions without an employer present, workers without a salary would 

not be justified as it would not improve pension coverage.  

We would suggest deferring any opt in provision for the self-employed until a later phase of auto-

enrolment. Introducing it carries the risk of bringing further complexity and confusion to the pension 

market for the self-employed.  

23. Should people outside of the workforce (e.g. carers, homemakers) be eligible to opt-in? If so, 

suggest how that might work in terms of contributions, etc. 

In terms of social good, yes. They should be allowed to opt in. As this cohort will not have a current 

salary, thought will need to be given as to how the contribution levels are determined. Affordability 

will probably be an issue here for genuine savers, there is also the possibility that spouses of wealthy 
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individuals who don’t work will use this an a mechanism to get additional tax relief so perhaps 

linking to a % of state carers benefit in the case of carers. 

We think it would be reasonable to defer making provision for this cohort until a later phase of auto-

enrolment. 

 24. Should all eligible members be enrolled immediately on commencing employment?  

Yes. With an increasingly mobile workforce and the employee led CPA model we do not see a logic 

for a deferred period, 

 25. Should members of existing pension schemes be allowed to transfer into the AE system? 

No. To ensure stability in both systems, we believe that at least for a number of years, the two 

systems should be kept separate.  
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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?  

We agree with starting at a lower level and phasing it in over a number of years as it will give 

individuals and employers time to adjust and consequently will minimise drop-out rates. We think 

that the six year schedule is ambitious and that it is right to take this approach as otherwise AE will 

remain a substandard product for an extended period of time.  

We feel there is significant political risk with regard to following through on the proposed increases. 

Therefore we would suggest that the employer and employee contribution rates are set out in 

legislation. 

From a provider business case perspective, the schedule of increases is hugely important, 

particularly if a charge cap is introduced. Note that average pot size is the key factor for a provider in 

determining a fee which would cover its costs.  

 

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

propose and why? 

The contribution rates are reasonable as a starting point. The final position of 6% from employee 

and employer gives a good contribution level compared to current norms, which, if maintained over 

the working life of the individual, would deliver a basic level of adequacy for lower to medium 

earners.  

It would not however be enough for those on above average incomes where the state pension 

provides a reduced proportion of replacement. This group will continue to need education and 

additional contributions on top of AE. 

It is important that the system is reviewed regularly from an adequacy point of view for different 

cohorts within it. 

 

28. Should there be an upper threshold on qualifying earnings along the lines described in the 

Strawman or should qualifying earnings be uncapped? 

AE and the pension system more generally should be about saving for a good replacement income in 

retirement up to a reasonable salary level and therefore caps are appropriate. We think that the 

existing cap on qualifying earnings (€115,000) should apply here and we would also assume that the 

standard fund threshold of €2m would also apply. 
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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?  

No. This will only complicate the system. It also looks likely that the UK will remove the disregard in 

the mid-2020s. 

 

30. Should employer matching contributions be required for those outside the automatic 

enrolment age/earnings trigger criteria, who choose to opt-in? 

Yes. In the interest of fairness any employee outside of the salary or age parameters who opts in 

should benefit from employer matching contributions. 
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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 member contributions with a payment of €1 for every €3 they save?  

We don’t see this approach as better than the existing pension tax relief system. The state incentives 

for pension savings should, in our view, meet the following criteria: 

- Understanding: Can be understood by employees 

- Fairness: Fair across the different forms of pension provision  

- Incentive to defer: provides an incentive for employees to defer some of their income now in 

return for income in the future 

- Complexity for employers: having multiple tax relief systems will create complexity for employers, 

who will need to figure out which system is best for their employees. 

We compare the existing tax relief system with the alternative in the table below: 

 € 1 for every €3 incentive Marginal rate tax relief 

Understanding Easy to understand. However, the 
state has already used the top-up 
approach when it introduces SSIAs. 
Despite the fact that SSIAs had clear 
advantages over pension savings 
(ease of access, no tax on proceeds, 
and a deadline), the take-up of SSIAs 
(1.1 million accounts) was not higher 
than current pension coverage. 
 

Widely used in the tax system. Tax 
reliefs are widely used across the 
income tax system. There is no 
evidence to suggest they are not 
understood.  

Fairness Unfair to middle income earners 
paying the higher rate of tax. These 
workers will not have the choice of 
opting to use the existing tax relief 
system, as they will not then receive 
an employer contribution. However, 
the cost of their pension 
contribution will be 25% higher 
under the Auto enrolment system 
compared to workers who are in the 
existing system. 
 

Fair as it is the same system for all 
pension savers. Standard rate tax 
payers are likely to pay no tax in 
retirement, so receive strong 
incentives from this regime. Middle 
income higher tax payers receive 
good incentives and high income tax 
payers receive the lowest incentives 
as they will pay tax at the higher rate 
in retirement. 

Incentive to defer 
income 

Significant risk that retirement 
income will be taxed at a higher rate 
for middle income earners (40% tax 
rate instead of 25% relief). 
Therefore, a high risk that pension 
saving will be disincentivised for 

Low risk that retirement income will 
be taxed at a higher rate 
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many workers, and auto-enrolment 
take-up will be lower than planned 
 

Complexity for 
employers 

Running two tax relief/incentive 
systems in parallel creates a key 
decision for employers who may feel 
obliged to set up an AE compliance 
scheme through the existing pension 
system to avoid disadvantaging their 
employees or disadvantaging some 
but advantaging others.  

Rollout of AE without duty of care 
considerations around tax relief. 

   
Workers who pay no tax 

The proposed €20,000 income threshold for auto-enrolment means that no employees who don’t 

pay tax will be auto-enrolled. Workers who do not pay tax are likely to have very limited scope to 

save, as they cannot afford to take a cut in their incomes and it is highly unlikely that workers who 

don’t pay tax will opt-in to the system. It is important that state policy ensures that low income 

workers are supported with an adequate state pension and introduce additional means tested state 

benefits, if necessary. These additional state benefits could, perhaps, be offset by a 6% employer 

contribution on workers with incomes below €20,000. 

In summary, the existing tax deferral incentive system for pension savings is the fairest system 

available. Introducing another system for AE would add confusion to an already complex pension 

landscape, and there is no evidence that it will increase coverage. In fact, it is more likely to reduce 

coverage if workers worry that their income may be taxed at a higher rate in retirement.  

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

The existing tax deferral system should be used. 

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

propose?  

The existing tax deferral system should be used. 

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

The existing tax deferral system should be used, which includes caps on the level of tax reliefs which 

are granted. 
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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? 

We agree with the approach, but more detail should be developed on the 3 proposed options. For 

example, it is unclear what is meant by a “low risk” option. The objective of pension savings is 

ultimately to provide an income in real returns (i.e. an income which keeps pace with inflation in the 

cost of living). If “low risk” means investing in cash or government bonds, then these assets will not 

keep pace with inflation and a “low risk” option will have a “high risk” of the member not achieving 

their retirement goal. In our view, even a “low risk” option should include some element of equity 

investment (perhaps 25 - 50%), reducing as the member gets closer to retirement. A “moderate risk” 

option might start with 50 - 75% invested in equities, and a “medium risk” option might start with 75 

- 100% invested in equities. The default option (if the member does not make a choice) should be 

the “moderate risk” option.  

In addition to the 3 lifestyle investment options, a cash option should be offered. This could be used 

by members in the event that they wish to protect gains achieved, or if they are getting close to 

retirement. 

36. If not, what retirement savings options do you consider should be provided?  

N/A 

37. An alternative to conventional DC is the target benefit approach – do you believe that a target 

benefit approach merits consideration as one of the ‘standard choice’ options for the AE 

Registered Providers?  

A “target benefit” approach would involve altering the contribution rate payable by the member to 

achieve the “target benefit”. We believe that automatically increasing contributions will be 

unpopular, and we don’t recommend this approach.  However, it is important that members receive 

annual updates on the performance of their pension’s savings. This should include stating their 

current projected pension fund and income, as well as showing the impact of increasing their 

contribution rate e.g. by 1%.  

38. Do you agree with the approach to provide for maximum annual management and investment 

charges at 0.5% of assets under management? 

As set out in our answer to 11, we don’t agree with a cap at a level which is 33% higher than the cap 

in the much larger UK market. The comments on the impact of a 1% annual management charge 

over a 40 year period are misleading –  there are costs to administering pension accounts, in the 

same way as there are costs to offering mortgages or bank current accounts.  
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 39. If not, what approach to management and investment fees would you propose? 

We believe that a cap of 1% should be placed on annual management and investment charges. The 

cap should be based on the ongoing costs calculation, as used in the PRIIPS regulations. 

 40. Do you agree with the proposal to allow members switch between funds? 

Yes, members should be allowed to switch between the funds offered by their chosen provider as 

often as they wish. Any other approach would be unfair on members whose circumstances may 

change over time. While switching between providers should be allowed it would be more complex 

to administer and thus should be restricted in some way, perhaps by applying a small charge where 

a member wishes to switch providers. 
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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? 

Yes, we agree with this approach. It has the advantage of getting members used to the savings habit, 

without any option to exit. There is a potential risk that people would see the 6 month opt-out as a 

critical decision point – if they don’t get out then, they are stuck forever. However, this could 

perhaps be mitigated by allowing members to withdraw their 1st 6 months contributions at any 

stage.  

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

membership? 

We agree with this proposal – two months is a sensible period of time to give members to decide to 

opt-out. 

43. Do you agree that people who opt-out should be automatically re-enrolled after a defined 

period (e.g. three years)? 

Yes, we agree with this approach and 3 years is a sensible period of time. People should also be 

automatically re-enrolled if they move employment.  

44. Do you agree with the concept of allowing members to take a period of Saving Suspension? If 

so, are there specific conditions that should attach to such suspensions? 

Yes, we agree that this should be allowed. Conditions on suspension periods are difficult to define, 

difficult to administer and could be unpopular if they force a member to contribute when they 

cannot afford to do so. Therefore, we don’t suggest specific conditions. The Savings suspension 

should be for a maximum period of 6 months, with contribution automatically restarting after that 

point. Members could opt for a further Savings Suspension period but, each time, contributions 

would automatically restart. This should ensure that members do not lapse into forgetting to restart 

contributions. 

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? 

This may be a way to defray some of the costs of the CPA, but would require buy-in from employers. 

It may also be an unreliable funding mechanism, as opt-out rates could vary significantly over time.  
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Section 4.7: Arrangements for benefits and the pay-out phase  

Overall, we believe that the pay-out phase is an area where advice is essential, and should be 

mandatory. This should apply across all forms of pension provision. There is no single solution or 

investment option at retirement which meets the needs of every member. That is because each 

member will be in a different financial and personal situation. They may or may not have debts at 

retirement, they have or may not have dependents, they may be in good or bad health, they may 

own their own home, or need to pay rent etc. 

46. Do you agree that Registered Providers should provide a standard range of investment/ draw-

down options? 

At retirement, the member should be required to seek advice on what they do with the retirement 

savings they have built up. The member should be allowed to access products from any provider of 

ARF or Annuity products, and should not be restricted to their current provider. There is already a 

competitive ARF and Annuity market, so we don’t see it as necessary to require their AE Registered 

Provider to provide those products directly.  

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

retirement options? 

Yes. They should be allowed allocate their fund as they wish, based on the advice they receive at 

retirement. 

48. Should members be required to invest a minimum proportion of their accumulated fund in a 

lifetime annuity (pension)? If so, in what circumstances? 

The rules on how pension benefits can be taken should be consistent across all forms of pension 

provision. A single rule for all members is not appropriate. The amount invested in an annuity or an 

ARF should be based on individual advice provided to the member. The advice process should 

ensure that the member has sufficient guaranteed income to meet their costs of living (including 

allowance for their specific financial circumstances).  The advice process should be supported by an 

appropriate consumer protection regime, which provides disclosure of all fees and charges, and 

which provides the customer with information on the risk, for example, of running out of funds.  

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? 

Access to retirement draw-down should be consistent across all forms of Pension Provision. 

Restricting access to a higher age than applies for other forms of pension provision would be unfair 

and unpopular. With increasing life expectancy, the existing rules on pension access should be 

reviewed so that pension benefits cannot be withdrawn at too early an age, and so that there is 

consistency across the different types of pension product. 
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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? 

Yes, early access should be allowed on the grounds of ill health, and the rules should be consistent 

with other forms of pension provision. In relation to enforced retirement, access should be allowed 

when the member retires after a specified age (e.g. 60) and this should be consistent across all forms 

of pension provision. 


