
FINANCE BILL 2024 & 
BUDGET 2025 

UPDATE 

 
 
 
 
 
 
 











 

| Page 4 of 5 

Taxation of Auto Enrolment contributions and benefits 

The Auto Enrolment scheme is due to start on 30th September 2025 and will enrol those aged 20 to 
60 who are earning more than €20,000 pa between all employments, and who are not building up 
retirement benefits in their employer’s occupational pension scheme or a PRSA by employer or 
employee contributions. 
The initial contribution rate will be 1.5% from the employer, 1.5% from the employee and 0.5% 
from the Government. 
Finance Bill 2024 provides for the taxation of AE contributions and benefits as follows: 

• Employer contributions will not be subject to a BIK charge for the employee. This is the 
same as employer contributions to a scheme or PRSA. 

• There will be no tax relief on the employee contributions because the Government 
contribution of 1/3rd of the employee contribution is already the equivalent of 25% tax relief 
on the employee contribution.  E.g. of the total €4 contributed by the employee and 
employer (€3 from the employee and €1 from the Government) , the Government €1 is like 
tax relief at 25% on the total contribution of €4. 
However, this means that the employee contribution of 1.5% of earnings initially, will be 
based on gross income but taken from net income. Therefore, the employee contribution of 
1.5% of earnings will feel like more than 1.5%, as it will not qualify for tax relief as 
employee contributions to a scheme or PRSA would. 

• The AE scheme will benefit from tax free returns, in the same way as schemes and PRSAs 
do. 

• AE retirement benefits, which cannot be taken before the State Pension Age of 66 (except 
on disability or death), will be provided in the same manner as PRSA benefits, but initially 
at least without the ARF option: 

o 25% as a lump sum, tax free within the €200,000 tax free lump sum limit and next 
€300,000 taxed at 20% 

o The balance will be paid as a taxable lump sum subject to PAYE. The Minister for 
Social Protection has said: “In the initial years, participants (in the AE scheme) 
reaching this age will receive a lump sum of their contributions and investment 
returns, minus administration and investment charges. As the system evolves, it is 
possible NAERSA will offer alternative pension drawdown offerings other than lump 
sums”. 

• On death before 66, the member’s full fund will be subject to PAYE before payment to the 
deceased’s estate. This is in contrast to death in service benefits paid under all other pension 
arrangements (e.g. employer schemes and PRSAs) where the full fund is paid to the 
deceased’s estate without any tax deduction. 

 





 

 

 


