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Dear Chairman,
1.

RACO’s submission to PSPC was presented on 23 November 2016 in accordance
with the Terms of Reference and invitation to contribute. At our meeting on 19
December 2016, RACO discussed our submission with the Commission while also
submitting an additional paper highlighting key differentiators between the
conditions of service of Defence Forces Commissioned Officers relative to that of
Public Servants. RACO believe that the key differentiators of military service are
particularly relevant where the PSPC may be evaluating pay & superannuation
arrangements.

2.

This follow-on submission is in response to your recent communication (letter 20
January 2017) where the PSPC referenced an exercise currently being conducted
by DPER on evaluating public service pensions. Organisations who have views on
the matter were invited to contribute through a forum facilitated by the PSPC.

3.

Evaluation of Defence Force Pension and Conditions of Service
a. RACO’s previous submissions clearly noted the following points with respect to
Defence Forces superannuation arrangements for Commissioned Officers;
I.

There are 4 x types of Superannuation Scheme currently in operation.
Since 1995, pensions schemes are integrated with the Social Insurance
schedule. The Single Pension Scheme, introduced in January 2013, has
significantly reduced the final benefits paid to Defence Force officers
while they are now based on career average earnings and higher
personal contributions.
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4.

II.

Forced early retirement age is not a benefit to the individual. Forced
early retirement age are a prerequisite of military organisation and only
of benefit to the Defence Forces organisation to ensure military
personnel are “fit for the duties they perform”.

III.

Compulsory retirement ages from 54-58 fail to provide a career earning
potential equivalent to other Public Servants who serve to 65-68 years.

IV.

This earning potential deficit, relative to Private and Public Sector
equivalents, can be anywhere in the region of 10%-19% depending on
the rank. This earning potential shortfall comes at a point where 30year mortgages and the ability to support a child’s 3rd level education is
seriously compromised by forced early retirement ages.

In support of points presented during our meeting with the PSPC, RACO
commissioned Trident Consulting (Independent Actuarial Consultants) to conduct
an analysis of career pay and superannuation arrangements of Defence Force
Officers relative to other Public Servants. This report is attached (See Ref ‘B’). This
report clearly identifies key differentiators of Defence Forces service demonstrating
the negative financial impact of “career service” for Defence Force commissioned
officers relative to equivalent grade Public Servants.
The negative findings are the consequence of the restricted career span due to
compulsory retirement at ages (54-58-60) significantly lower than Public Servants
(66-68).
The key findings include;
a. In total, a Defence Force Officer is projected to receive €1.02m to €1.77m
lower remuneration over their lifetime factoring pay plus pension (less
pension contributions) than an equivalent grade public servant retiring at
68 years of age.
b. The greatest impact is the difference between pensions and salary between
the mandatory retirement ages of between 58 for a Defence Force Officer
(Commandant rank) and 68 (Public Servant- all grades) but with a
significant long term differential in pension entitlement making a
substantial annual and cumulative lifetime difference.
c. The total value of remuneration for a Defence Force Officer forced to retire
at 58 is significantly less than that of an equivalent grade public servant
retiring at 68.
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Pre-01 January 2013- Final Salary Based
i. 13% less for a final salary member where the supplementary pension
arrangement is not applied.
ii. 10% less for a final salary member allowing for the payment of the
supplementary pension where meeting the Defence Sector criteria as
outlined in CCR 421- Annex ‘C’ (see Ref ‘F’).
Post 01 January 2013- Single Pension Scheme Member
i. 19% less for a single scheme member where the supplementary pension
arrangement is not applied.
ii. 15% less for a single scheme member allowing for the payment of the
supplementary pension where meeting the Defence Sector criteria as
outlined in CCR 421- Annex ‘C’ (see Ref ‘F’).
5.

These findings challenge the perception of Public Service pay & superannuation
benefits as they apply to Defence Force Commissioned Officers. These findings
reinforce the negative impact of “forced early retirement” on the financial viability
of career service in the Defence Forces. This report identifies clear and separate
financial distinctions with respect to the implications of “forced early retirement”
on commissioned officers relative to other Public Servants and the failure by
Government policy to recognise, factor and address these obvious anomalies in
pay and pension arrangements of our members. RACO have been excluded from
pay and pension negotiations.

6.

From 1995, Defence Force Commissioned Officers pay a PRSI Class A contribution
and their pensions are fully integrated with the social welfare system. In
recognition of the implication of “forced early retirement” on Defence Force
officers, RACO entered an agreement with the Department of Defence in 2009
after consultation between the Departments of Finance and Social Welfare. Such
Defence Force officers, where fulfilling the agreed criteria, qualify for a
supplementary pension provided for by agreement in CCR 421- Annex ‘C’ (Ref ‘F’).
The retirement age for the rank of Commandant was increased from 56 to 58 to
facilitate this arrangement for PRSI Class A officers.

7.

The Department of Defence has recently declared (see Ref ‘C’) that the terms of
CCR 421 agreement will not apply to those inducted since 01 January 2013 under
the Single Pension Scheme. This is the first such notice that RACO has received in
this context. The Department of Defence has stated that the Single Pension
Scheme Act 2012 does not provide for the arrangement of a “supplementary
pension”. No consultation has taken place with RACO on this matter. None of the
conditions upon which the Department of Defence have committed and agreed
the terms of CCR421 have changed in any way. The Department’s retraction from
the terms of the arrangement and its application to “post 1995 officers” is in
contradiction of the grounds upon which the arrangement was agreed and is seen
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by RACO as a clear breach of CCR421.
8.

In summary, it is clearly evident that forced early retirement age is not a benefit to
the individual but is, in fact, a significant negative factor on those who commit to
Defence Forces career service. Mandatory retirement from the workforce at ages
which preclude continued employment in other sectors are a factor which should
be recognised in the design of pay & superannuation arrangements of military
service. When benchmarked against other Public Servants, not only in career salary
but additionally with respect to the rate of pension pay on retirement, the financial
implications are stark. These issues will certainly impact on the future viability of
career service in the Defence Forces and the retention of expertise in which the
Defence Forces has invested.

9.

As a consequence of the Department of Defence position, RACO request the
PSPC recommend to Government the continuance and application of CCR 421 for
new entrants joining post 01 January 2013 in the clear recognition of the grounds
upon which the arrangement was agreed and in recognition of the punitive and
negative remuneration implications on those officers relative to equivalent grade
Public Servants. Failure to address this significant issue will undoubtedly escalate
the retention challenges currently facing the Defence Forces.

10.

Organisation – Manning Levels and Job Profile/Productivity
a. RACO’s submission provided detail and context to the current manning crisis in
the Defence Forces. It emphasises the additional workload on those serving.
b. Defence Force Commissioned Officer’s numbers are running at 50% strength in
operational units. This manning level crisis compromises optimal delivery of
operational capabilities while increasing risk, compromising optimal
governance and impacting on the well-being of our members. The recent
Climate Survey, published in June 2016, highlights these and other significant
organisation issues.
c. Commissioned Officers have led and managed the radical changes of the
Defence Forces through out all economic situations. Defence Forces were
downsizing when other sectors were increasing budget allocations and staffing
numbers. The successful and continued delivery on operational objectives
should not preclude or excuse Defence Sector management from addressing
the obvious Human Resource inadequacies forced upon personnel by sectoral
policy failures. Remuneration and conditions of service to meet the modern
challenges of Defence Forces service must be addressed to ensure the Defence
Forces remains “fit for purpose”. The current Human Resource situation has
now resulted in the dilution of both general and specialist military capabilities.
d. Job profiles have changed and increased in line with modern developments
and demands of military service. Pay restoration, future pay increase and
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allowance review is in line with benchmark developments and continual
productivity delivered by our members. This continual productivity has been
delivered in the absence of or threats of industrial action.
e. Risk, governance and wellbeing are issues of great concern to RACO as a
consequence of the current manning level shortfalls. Recent reports by the
Minister for Defence to the Oireachtas in January & February 2017 confirm the
“staff retention” issues currently being experienced across the services of the
Defence Forces which are now impacting on service level agreements with
other State Agencies. An example being the forced withdrawal of Air Traffic
Control Services and Inter hospital transfer of patients by the Air Corps. The
most recent communication from the Department of Defence (Ref ‘C’) again
references the staffing and retention crisis where it notes that up to 80 officers
are leaving per annum.
11.

National & Sectoral Industrial Relations Structures
a. In our discussions with the PSPC, RACO highlighted our dissatisfaction with
respect to our exclusion of meaningful and structured National Level Pay Talks
and Sectoral Conciliation & Arbitration Schemes.
b. In accordance with the PSPC Terms of Reference and in the context of ongoing
national pay and pension reviews, RACO contend that our Association
Members are being disadvantaged relative to other Public Servants. Unlike
those union members of the ICTU, our Members and Association is being
denied functional access to the States Industrial Relations Architecture and
consequently a fair and reasonable forum through which we can conduct
meaningful consultation and negotiation on pay, pension and service related
issues.
c. Since our meeting with the PSPC in December 2016, Government agreed that
the WRC Garda settlement went beyond the terms of the LRA and agreed to
talks with those other unions who had signed up to the LRA. Those
negotiations – between the officers of the ICTU Public Services Committee
(PSC) and officials in the Department of Public Expenditure and Reform (DPER)
– began in December 2016 and concluded in mid-January 2017. The agreement
reached received Cabinet approval on 17th January 2017. RACO was excluded
from these negotiations.
d. The exclusion of RACO was in contradiction of Minister Donoghue’s statement
“under the first phase, parties to the Lansdowne Agreement were invited to
discussions under Section 6 (oversight and governance arrangements) of the
Agreement. These discussions were designed to address anomalies arising from
the Labour Court recommendations to an Garda Síochána” (DPER website
dated 17 January 2017). These discussions excluded RACO who we
understood to be a party to the LRA.
5
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e. Our Association communications with both the Minister for Defence and Chair
of the Lansdowne Road Agreement are attached (Ref ‘D’ & ‘E’). These
communications highlight our Association members concerns while, in
addition, requested meaningful consultation and negotiation. No response has
been received.
f. It would appear to our members that Government’s attention is only focused
where unions and associations agitate aggressively and apply the threat of
industrial action. Our Association’s considered communication and attempt to
engage in an established process is continually ignored.
g. It is for such reasons that the Association requests that the PSPC factor this
deliberate exclusion from the States Industrial Relations Architecture
recognising that the Association has no credible forum of Industrial Relations to
engage and negotiate pay and related issues. It is in the context of
Government’s refusal to address the Industrial Relations disparity of Defence
Force Representative Associations that RACO are requesting the PSPC, in
recognition of the identified exclusions and engagement, to recommend an
Independent 3rd Party Review of the Parallel Process and Defence Sector
Conciliation & Arbitration Scheme. If Government considered that similar IR
structures and IR processes were inadequate for engagement with the Gardaí,
why are the Defence Forces being subjected to such ongoing deficient and
second class IR systems?
12.

RACO request that the PSPC factor these key service issues when evaluating
Defence Force pay and superannuation arrangements in the context of the Public
and Private Sector. The negative remuneration (pay & pension) impact of Defence
Forces officers separates our service terms & conditions from the average Public
Servant. DPER’s review of pensions, as referenced in your letter dated 20 January
2017, should identify this significant finding. Attracting and retaining the best
candidates for the commissioned ranks of the Defence Forces must be cognisant of
the increased and rigorous demands of military service, limitations imposed by
commitment to a career in military service relative to conditions offered by other
more attractive Public Service and Private Sector appointments.

13.

RACO wishes to thank the Chairman and Members of the PSPC for their invitation
to discuss the associations submission and their engagement on issues identified in
our submissions. The Association is available to discuss any matter relating to our
submissions at your convenience.

Yours sincerely,
________________
(Earnán Naughton)
Commandant
General Secretary RACO
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Analysis of the value to Defence Force Officers service pay and superannuation arrangements

1. Introduction and purpose of report
The purpose of this report is to assess the career remuneration of Defence Force Officers and
analyse the value of their superannuation benefits relative to equivalent grades of the Public
Service.
For the purpose of this report and to demonstrate the differential between Defence Force
Officers and Public Servants, the rank of Commandant is used with a forced retirement age of
58. The rank/grade equivalent with the Public Service is as follows;
Commandant = [HEO+APO] / 2

2. Executive Summary
This report is based on the salary and career progression shown in Appendix 2 and compares the
net remuneration of a Defence Force Officer whose earnings follow the progression stated with
a comparable public servant who retires at age 68.
While the value of the pension benefit per year of service is higher for Defence Force Officers,
based on a fast accrual model for uniformed services forced to retire early from the workforce,
the pension now delivered by the Single Scheme is significantly lower and the overall net
remuneration is significantly lower for Defence Force Officers based on the normal career span.
The value to Defence Force Officers of participation in the Single Scheme is of course lower than
the value of participation in the prior final salary scheme but the relative value of participation
of Defence Force Officers has been diluted significantly as part of the Single Scheme design. A
consequence is that the benefits on retirement for Defence Force Officers who participate in the
Single Scheme are quite low and may question the viability of such Officers retiring at an earlier
age. This is an issue which may take many years to surface as recently recruited Single Scheme
members reach the envisaged retirement age, which is now a contractual retirement age.
While the final salary design adequately accommodated the earlier retirement through
accelerated accrual, the accelerated elements of the Single Scheme design will not deliver
pensions equivalent to those public servants who can work for longer.
The overall remuneration differential between a Defence Force Officer forced to retire at 58 and
equivalent Public Servant retiring at 68 ranges between €1.02m and €1.77m in value; and is
(i) 13% less for a final salary member ignoring supplementary pension
(ii) 10% less for a final salary member allowing for supplementary pension
(iii) 19% less for a single scheme member ignoring supplementary pension
(iv) 15% less for a single scheme member allowing for supplementary pension
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3. Superannuation Arrangements- Defence Forces & Public Service
a. Pre 01 January 2013 Pension Scheme Arrangements
A defined benefit final salary based scheme applies for public servants employed before 1
January 2013. The terms of the scheme were altered over time but the terms for Full PRSI
(Class A) who joined on or after 1 April 2004 are as outlined below.
Final salary scheme
Retirement age

Normal Public Servants
65 with an ability to retire earlier

Pension earned in a year

1/200 of pensionable
remuneration up to 3.5 times
the State pension
Plus
Same formula designed to give
1/80 of any pensionable
max pension & gratuity at 30
remuneration above 3.5 times
years as opposed to 40 years.
the State pension
3.75% of pensionable
remuneration
3.5% of net pensionable remuneration1 plus 3.0% of pensionable
remuneration

Lump sum earned in a
year
Public servant’s
contribution

Defence Force Officers
58 for those at Commandant
rank

b. Post 01 January 20134- Single Pension Scheme Arrangements
The Single Public Service Pension Scheme (“Single Scheme”) commenced with effect from 1
January 2013 and is applicable in general to all new entrants to pensionable public service
employment on or after 1 January 2013. The Single Scheme provides retirement benefits as
summarised below, with the benefits being based on earnings throughout a public servant’s
career rather than the traditional public service approach of basing benefits on the salary at
or close to retirement.
Single scheme
Retirement age
Pension earned in a year

Lump sum earned in a
year
Adjustment for inflation
Public servant’s
contribution

1

Normal Public Servants
State pension age

Defence Force Officers
58 for those at Commandant
level
0.58% of pensionable
0.58% of pensionable
remuneration up to 3.74 times
remuneration up to 3.74 times
the State pension
the State pension
Plus
Plus
1.25% of any pensionable
1.43% of any pensionable
remuneration above 3.74 times
remuneration above 3.74 times
the State pension
the State pension
3.75% of pensionable
4.29% of pensionable
remuneration
remuneration
The amounts accrued each year will be increased to reflect the CPI
increase between that year and retirement.
3.5% of net pensionable
4.2% of net pensionable
remuneration plus 3.0% of
remuneration plus 3.3% of
pensionable remuneration
pensionable remuneration

Pensionable remuneration less twice the State contributory pension
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Note:
1. Defence Force Officers pay an increased contribution relative to other Public Servants.
2. Defence Force Officers are forced to retire below the State Pension Age of 66 (going out to
68 in 2028) and have a decreased superannuation fund due to the limitations enforced by
the career average earning model relative to other Public Servants.
While the defined benefit final salary model allowed for Defence Force Officers to pay the same
to achieve the same benefits at an earlier age, the Single Scheme model provides for Defence
Force Officers to pay more to achieve lower benefits.
Besides the contributions defined as part of the Single Scheme, public servants also pay a
pension related deduction (PRD), which in 2017 is:
Earnings between €28,750 and €60,000
Earnings over €60,000

10.0%
10.5%

In addition, in common with other workers, public servants in the above categories are entitled
to the State Pension (Contributory) and they pay the same PRSI contributions as private sector
workers towards this pension. The scheme design incorporates allowance for the State Pension
ensuring that there is no duplication of benefit.
This report is prepared for the purpose stated at the request of the Representative Association
of Commissioned Officers and the contents and conclusions may not be used for any other
purpose than that stated.

4. Impact of forced early retirement on Defence Force Officers
A shorter career span for Defence Force Officers where the majority are forced to retire at age
58 has the following consequences:
-

Lower career earnings.
Lower pension entitlement as pension based on lower retirement earnings.
The ability to borrow money for house purchase is curtailed by calculations of ability to pay
over a shorter time horizon. This may become more of a problem as the average age of
home formation has increased significantly in recent years.

We have not factored into our report issues such as curtailed ability to borrow money but such
factors should be taken into account by decision makers.

5. Process of assessing value
There are a number of stages in the process of assessing the value of the pension schemes to
members:
(1) We determine the sample officer(s) to be assessed: current earnings and projected growth
in career earnings allowing for current salary scales
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(2) We make assumptions with regard to the benefit and contribution structure, such
assumptions including the following:
(a)
(b)
(c)
(d)
(e)
(f)
(g)

The Final Salary Scheme and the Single Scheme structures remain unchanged in future.
Future PRD
Future inflation
Future State pension growth
Future growth in salaries over and above scale increments
Life expectancy
The factors which should be used to adjust monetary values in a particular year to a
common year of assessment2.

Some of these assumptions are straightforward but others require judgement. Where we have
applied judgement, we have outlined the reasons for our choice of assumptions.
6. Assumptions
Our assumptions are as below and where explanation is warranted are explained in Appendix 1.
-

Rates of pay as disclosed in this report are based on current career advancement profiles.

-

PRD bands are increased in the future such that the percentage PRD of salary payable in the
future is the same as would be payable in 2017 by a similarly experienced public servant.

-

Future inflation is 1.5% p.a. on average3. We assume that pensions will increase in payment
in line with inflation, for all of the schemes we are comparing.

-

Future State pension growth is 0.75% p.a. on average above inflation.

-

Future growth in salaries over and above salary increments is 0.75% p.a. on average above
inflation.

-

The possibility of death in service is ignored.

-

Life expectancy
Assuming no future mortality improvements, our projections allow for 27.4 years’ life
expectancy for a male at the age of 58 (to age 85.4) and 19 years for a male at the age of 68
(to age 87). When we allow for future mortality improvements, our projections allow for
30.6 years’ life expectancy for a male at the age of 58 (to age 88.6) and 21.9 years for a male
at the age of 68 (to age 89.9).

2

This could be for instance adjustment to the present day or as we have done adjustment to values at the date
of retirement.
3
Consistent with Society of Actuaries in Ireland Statement of Reasonable Projection (SORP) assumptions (see
below).
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Our main results allow for future mortality improvements even though we have some
concern over the reasonableness of multi-decade improvements against the background of
an ageing society.
-

Discount rates: it is necessary to adjust money values in different years to a common base.
For the purpose of determining the long-term cost of benefits as a percentage of pay, we
have assumed an investment return of 4% pre-retirement and 3% post-retirement after the
costs of operating a long-term portfolio. These assumptions are therefore 2.5% above
inflation pre-retirement and 1.5% above inflation post-retirement and reflect conditions at
the time of writing.
Charts of differences in net remuneration are based on current salary scales with no
allowance for salary or pension growth. The estimated single scheme pension makes an
adjustment for assumed price inflation of 0.75% below salary inflation.

-

Supplementary Pension
Analysis has been conducted factoring both the inclusion and exclusion of the value of any
supplementary pension in addition to occupational pension during periods in which the
pension recipient is not employed and due to causes outside of his/her control fails to
qualify for social insurance benefits.
The Single Pension Scheme provides for full integration with the range of Social Welfare
Benefits to include the State Pension Contributory and also any Supplementary Pension
payable.
From 1995, Defence Force Commissioned Officers pay a PRSI Class A contribution and their
pensions are fully integrated with the social welfare system. Such Defence Force officers, where
fulfilling the agreed criteria, are eligible for a supplementary pension provided for by agreement
in 2009 in CCR 421 (Annex C). The retirement age for the rank of Commandant was increased
from 56 to 58 to facilitate this arrangement for PRSI Class A officers.

REMUNERATION – PAY & PENSION

7. Results – Pre 2013 - Single Pension Scheme member joining at age 24
Assuming the supplementary pension is paid for each year from 58 to 68, and based on the
progression of pay set out in Appendix 2 for a typical single scheme member, the total
remuneration – pay plus pension less pension contributions – is shown in the charts below.
In subsequent charts “net pay” denotes pay less pension contributions less PRD.
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This page: Single Scheme
Allows for supplementary pension
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The difference in net remuneration by age is shown below.

Demonstrated by above charts: In total, a Defence Force Officer is projected to receive
€541,000 lower remuneration4 over their lifetime taking into account pay plus pension less
pension contributions than an equivalent public servant who retires at age 68, with the bigger
impact being the difference between pensions and salary from age 58 to 68 but with the longterm differential in pension entitlement also making a significant cumulative difference.
Allowing for future salary inflation and pension increases, the differential is €1.48m.
The total value of remuneration for an accelerated accrual employee retiring at age 58 is 15%
less than that of an equivalent public servant retiring at age 68.
Ignoring PRD, the net benefit of participation after pension contributions is 16.9% of pay. We
have estimated that the net benefit of participation in the Single Scheme has a value of 11.9% of
pay when allowance is made for the pension contributions and PRD paid by a Defence Force
Officer.

4

This figure does not take into account future
salary inflation or future pension increases. It is
therefore reflective of current salary scales and
purchasing power.
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As supplementary pension may not be paid in all circumstances, we have also estimated the
position ignoring supplementary pension:

This page: Single Scheme
Ignores supplementary pension
Trident Consulting
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Demonstrated by above charts: Ignoring supplementary pension, a Defence Force Officer is
projected to receive €665,000 less remuneration (ignoring future salary and pension increases)
over their lifetime taking into account pay plus pension less pension contributions than an
equivalent public servant who retires at age 68.
Allowing for future salary inflation and pension increases, the differential is €1.77m.
Adjusting the annual position for the present value of money, the total value of remuneration
for an accelerated accrual employee retiring at age 58 is 19% less than that of an equivalent
public servant retiring at age 68.
Ignoring PRD, the net benefit of participation after pension contributions is 12.2% of pay. We
have estimated that the net benefit of participation in the Single Scheme has a value of 7.2% of
pay when allowance is made for the pension contributions and PRD paid by a Defence Force
Officer.
The projected benefits at retirement for Defence Force Officers who participate in the Single
Scheme are a matter of concern and appear low in the context of forced retirement.
Projected Single Scheme and State Benefits at
retirement
Pension as % of final salary
Supplementary/State pension as % of final salary
Total pension as % of final salary

Trident Consulting

Defence Force
Officer age 58
20%
17%
36%

28 February 2017

Public servant
age 68
25%
17%
42%
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8. Results – Pre 2013 – Defined Benefit Final Salary Member joining at age 24
Based on the progression of pay set out in Appendix 2 for a typical final salary member, the total
remuneration – pay plus pension less pension contributions – is shown in the charts below:

This page: Final Salary Scheme
Allows for supplementary pension
Trident Consulting
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The difference by age and cumulative difference of net remuneration is shown below.

This page: Final Salary Scheme
Allows for supplementary pension
Trident Consulting
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Demonstrated by above charts: In total, a Defence Force Officer is projected to receive
€371,000 less remuneration over their lifetime taking into account pay plus pension less pension
contributions than an equivalent public servant who retires at age 68.
Allowing for future salary inflation and pension increases, the differential is €1.02m.
Adjusting the annual position for the present value of money, the total value of remuneration
for an accelerated accrual employee retiring at age 58 is 10% less than that of an equivalent
public servant retiring at age 68.
Ignoring PRD, the net benefit of participation after pension contributions is 30.0% of pay. We
have estimated that the net benefit of participation in the Single Scheme has a value of 24.8% of
pay when allowance is made for the pension contributions and PRD paid by a Defence Force
Officer.
As supplementary pension may not be paid in all circumstances, we have also estimated the
position ignoring supplementary pension:

As noted above, “net pay” denotes pay less pension contributions less PRD.
This chart: Final Salary Scheme
Ignores supplementary pension
Trident Consulting
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Demonstrated by above charts: Ignoring the supplementary pension, a Defence Force Officer is
projected to receive €495,000 less remuneration over their lifetime taking into account pay plus
pension less pension contributions than an equivalent public servant who retires at age 68.
Allowing for future salary inflation and pension increases, the differential is €1.31m.
Adjusting the annual position for the present value of money, the total value of remuneration
for an accelerated accrual employee retiring at age 58 is 13% less than that of an equivalent
public servant retiring at age 68.
Ignoring PRD, the net benefit of participation after pension contributions is 25.5% of pay. We
have estimated that the net benefit of participation in the Single Scheme has a value of 20.3% of
pay when allowance is made for the pension contributions and PRD paid by a Defence Force
Officer.

Above chart: Final Salary Scheme
Ignores supplementary pension
Trident Consulting
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As can be seen from the following table, the pension arrangements for Defence Force Officers
who participate in the final salary scheme are satisfactory.
Projected Single Scheme and State Benefits at
retirement
Pension as % of final salary
Supplementary/State pension as % of final salary
Total pension as % of final salary

Defence Force
Officer age 58
33%
16%
49%

Public servant
age 68
33%
16%
49%

9. Conclusions
The historic structure of public sector pensions was, and continues to be in the case of pre-2013
public servants, a valuable component of remuneration. The value of participation in the Single
Scheme represents a lower proportion of pay.
When Defence Force officers are compared to equivalent grade public servants, it can be seen
and demonstrated that:
1. Their career pay is lower
2. Their career remuneration (pay plus pension) is lower
3. The projected gap – Defence Forces vs. equivalent public sector grade – is significantly
greater under the single scheme than under the final salary structure
It has been public policy that members of the security services must retire earlier than other
public servants. It would seem most appropriate when assessing the value of pensions to
members of the security services to take into account both career pay and the value of the
associated pensions. Our calculations have taken both into account.
The accelerated accrual under the pre-2013 final salary scheme achieves the objective of
financially enabling Defence Force officers to retire at an earlier age in line with public policy.
The accelerated accrual single scheme arrangements have been diluted and do not provide
what I would regard as a reasonable replacement income during retirement for Defence Force
Officer single scheme members.
The total value of remuneration – pay plus pension less pension contributions – for a person
with accelerated accrual who is forced to retire at age 58 when compared to a person who
works to age 68 is:
-

13% less for a final salary member ignoring supplementary pension
10% less for a final salary member allowing for supplementary pension
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-

19% less for a single scheme member ignoring supplementary pension
15% less for a single scheme member allowing for supplementary pension

Therefore the relative value of the pension arrangements for Defence Force Officers was
significantly diluted as part of the Single Scheme design relative to the historic practice.
Please advise if you have any queries.
Yours sincerely,

JOHN O’CONNELL
Fellow of the Society of Actuaries in Ireland

Trident Consulting

DATE

28 February 2017

Page | 16

The value to RACO members of participation in the Single Public Service Pension Scheme

Appendix 1

I have grounded my assumptions on Society of Actuaries guidance where relevant and have
stated any deviations from that guidance where justified.
-

Value of benefits assessed on a funded basis
Public sector pensions, including those participating in the Single Scheme, are funded on a
pay as you go basis. This means that contributions in any year go into the general Exchequer
and benefit payments come from the Exchequer.
When analysing the value of public sector pensions to public servants, we must arrive at an
approach which adjusts monetary values in different years. I have assumed, as outlined
below, a funded approach to pensions as the only realistic way of measuring their worth.
Indeed in the absence of the provision of pensions, members saving for pensions would
contribute to a group scheme and would earn an investment return on their contributions.
Although there are various ways of deriving suitable assumptions, I have based my
assumptions on the investment style of the National Pensions Reserve Fund during years
when had discretion over its investments but adapted the assumptions to acknowledge that
the investment style of that fund was suited to long-term liabilities rather than the mix of
long-term and short-term liabilities which would arise in the operation of a funded pension
scheme for employees and existing pensioners.

-

Future State pension growth is 0.75% p.a. on average above inflation.

-

Future growth in salaries over and above salary increments is 0.75% p.a. on average above
inflation.
In relation to both State pension growth and growth in salaries above inflation, I have
assumed that long-term (multi-decade) economic growth will be at least 1% p.a. above
inflation and that the long-term growth in national wealth will be at least partly shared with
workers and social welfare recipients through pay and pension increases of 0.75% p.a. on
average above inflation.

-

The possibility of death in service is ignored for the purposes of this paper. The cost of death
in service would be significantly lower than historic estimates in line with observed mortality
improvements. The effect of allowing for death in service would be to increase the expected
cost of benefits by a small margin.

-

Life expectancy is based on the tables underlying pension scheme leaving service transfer
values. In terms of future mortality improvements, we show two scenarios, the first being
no future mortality improvements and the second reflects future mortality improvements in
line with the leaving service transfer value assumption. Our view is that it is misleading to
blindly assume mortality improvement over many future decades in Ireland particularly
against the background that the proportion of over 65s in the population is expected to
more than double by 2050 and the unlikelihood that the amounts in taxation required to
adequately fund the health service to cater for such a rapid expansion of over 65s would be
forthcoming and hence that it is implausible for life expectancy to improve indefinitely. In
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practice, some improvements in medical technology and health awareness may be
compensated by restrictions in access to services.
Ireland population projections are unanimous with regard to ageing but we have seen no
credible analysis relating to the long-term health costs of supporting an ageing population
and how the desirable supports should be funded.
Assuming no future mortality improvements, our projections allow for 27½ years’ life
expectancy for a male at the age of 58 (to age 85½) and 19 years for a male at the age of 68
(to age 87).
When we allow for future mortality improvements, the male life expectancy increases to
age 90 and females to age 92. Acknowledging that life expectancy of those with pension
incomes is in excess of the life expectancy of the general population, it is nevertheless
instructive to compare our assumptions with the CSO findings5 as follows:
CSO males aged 68
CSO females aged 68

15.4 years } Irish Life Tables No. 16 (2010-2012)
18.1 years }

We are therefore assuming life expectancy significantly greater than that observed by the
CSO in relation to the general population in their 2010-2012 study.
-

Discount rates: as earlier noted, it is necessary to adjust money values in different years to a
common base. There are many ways of making this adjustment.
From the State’s perspective, it is securing the employment of public servants on the basis
that part of their remuneration is deferred until retirement. This amounts to a deferral of
obligations which could be accommodated in two ways:
o By borrowing
o By investing the amounts contributed by members (and if higher the full value of the
benefits) on a long-term basis
In the past, the State invested funds required for long-term commitments through the
National Pensions Reserve Fund. This fund invested on an unrestricted basis up to 2008 but
thereafter only part of its funds were invested on a long-term unrestricted mandate. The
following information is derived from figures available on the NPRF website
(http://www.nprf.ie/Performance/selectYear.htm).

5

http://www.cso.ie/en/releasesandpublications/er/ilt/irishlifetablesno162010-2012/
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Asset Allocation of National Pensions Reserve Fund 2004-2014
100%
90%
80%
70%
60%

Cash

50%

Bonds

40%

Alternative assets

30%

Property

20%

Equities

10%
0%

*discretionary portfolio only

Up to and including 2008, approximately 77% of assets on average were invested in returnseeking assets – equities, property and alternative assets. The balance was invested in cash
and bonds. We assume this unrestricted asset allocation applies, when assessing
appropriate assumptions below.
The costs of managing the NPRF assets was historically approx. 0.28% of assets invested.
Society of Actuaries guidance would suggest that the future return assumption underlying a
portfolio akin to the NPRF would be 4.29% return p.a. from which the expected costs of
0.28% would have to be deducted resulting in a net return of 4.01%.
Actual historic returns have been higher. UK market returns6 over the last 116 years are as
below.

6

These returns are shown for illustration and of course it is not suggested that a UK-centric investment
approach would be appropriate.
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Relative to our inflation assumption of 1.5%, if the experience of the last 116 years was
mirrored in the future, the resulting asset returns would be equities 6.5%, bonds 2.8% and
cash 2.3%. The NPRF portfolio would deliver a return of 5.57% p.a. before charges and
5.29% after charges.
The NPRF was investing for future pensioner commitments. It is generally accepted that the
investment approach to current pensioner commitments should be more cautious. On the
basis of investment per NPRF pre-retirement and investment in a portfolio of 67% bonds
post-retirement, the resulting Society of Actuaries-based assumptions7 would be as below.
We have assumed that the costs of operating a largely bond-oriented portfolio for
pensioners would be lower than the NPRF costs.
Asset category

Equities
Property
Alternative assets
Bonds
Cash

Assumed
long-term
return
5.00%
5.00%
3.75%
2.50%
1.00%

PreAssumed
retirement management
mix
costs
72.64%
2.04%
2.44%
15.40%
7.48%
100.00%

0.33%
0.33%
0.33%
0.11%
0.11%
0.28%

Deduction for costs
Net investment assumption pre/post retirement

Assumed
investment
return
contribution
3.63%
0.10%
0.09%
0.39%
0.07%
4.29%
-0.28%
4.01%

PostAssumed
retirement management
mix
costs
28.30%
0.80%
1.00%
67.00%
2.90%
100.00%

0.33%
0.33%
0.33%
0.11%
0.11%
0.18%

Assumed
investment
return
contribution
1.42%
0.04%
0.04%
1.68%
0.03%
3.20%
-0.18%
3.02%

For the purpose of our projections, we have assumed an investment return of 4% preretirement and 3% post-retirement after the costs of operating a long-term portfolio. These
assumptions are therefore 2.5% above inflation pre-retirement and 1.5% above inflation

7

Assuming that the return for alternative assets (not specified under guidance) should be halfway between
the returns for equities and bonds.
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post-retirement and reflect conditions at the time of writing which are significantly different
from the historical situation.
-

Supplementary pension
Whether a person qualifies for supplementary pension depends on their individual
circumstances. Regardless, it is also not clear that any value should be assigned to
supplementary pension in respect of persons who are forced to retire at an earlier age. If
public policy is for early retirements, there will be an associated cost which should not
necessarily be assigned to individuals.
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Typical Pay & Promotion Profile Single Scheme Post 2013 Officer
Ave Age of Cdt

Retired

Trident Consulting

Age
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58

Service
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Rank
Cadet
2/Lt
Lt

Capt

Comdt

Comdt

Comdt

Pay Point
1
2
1
2
1
2
3
4
1
2
3
4
5
6
7
8
1
2
3
4
5
6
7
8
LS1 1
LS1 1
LSI 1
LSI 2
LSI 2
LSI 2
LSI 2
LSI 2
LSI 2
LSI 2

Salary
€16,854.00
€19,010.00
€28,985.00
€32,838.00
€34,130.00
€34,720.00
€35,961.00
€37,226.00
€45,077.00
€46,180.00
€47,274.00
€48,388.00
€49,490.00
€50,583.00
€52,978.00
€52,978.00
€57,294.00
€58,514.00
€59,721.00
€60,934.00
€62,147.00
€65,000.00
€65,000.00
€65,000.00
€65,194.00
€65,194.00
€65,194.00
€67,705.00
€67,705.00
€67,705.00
€67,705.00
€67,705.00
€67,705.00
€67,705.00

28 February 2017

MSA
€0.00
€0.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00

SDA
€0.00
€0.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00

Total Pay
€16,854.00
€19,010.00
€34,915.00
€38,768.00
€40,060.00
€40,650.00
€41,891.00
€43,156.00
€51,007.00
€52,110.00
€53,204.00
€54,318.00
€55,420.00
€56,513.00
€58,908.00
€58,908.00
€62,914.00
€64,134.00
€65,341.00
€66,554.00
€67,767.00
€70,620.00
€70,620.00
€70,620.00
€70,814.00
€70,814.00
€70,814.00
€73,325.00
€73,325.00
€73,325.00
€73,325.00
€73,325.00
€73,325.00
€73,325.00
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Typical Pay & Promotion Profile Post 04 and Pre 2013 Officer
Ave Age of Cdt

Reitired

Trident Consulting

Age
24
25
26
27
28
29
30
21
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58

Service
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Rank Pay Point
Cadet
1
2
2/Lt
1
2
Lt
1
2
3
4
Capt
1
2
3
4
5
6
7
8
Comdt
1
2
3
4
5
6
7
8
Comdt
LS1 1
LS1 1
LSI 1
Comdt
LSI 2
LSI 2
LSI 2
LSI 2
LSI 2
LSI 2
LSI 2

Salary
€18,442.00
€19,010.00
€31,573.00
€32,838.00
€35,961.00
€37,226.00
€38,618.00
€39,890.00
€45,077.00
€46,180.00
€47,274.00
€48,388.00
€49,490.00
€50,583.00
€52,978.00
€52,978.00
€57,294.00
€58,514.00
€59,721.00
€60,934.00
€62,147.00
€66,436.00
€66,436.00
€66,436.00
€68,988.00
€68,988.00
€68,988.00
€71,646.00
€71,646.00
€71,646.00
€71,646.00
€71,646.00
€71,646.00
€71,646.00

28 February 2017

MSA
€0.00
€0.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€4,730.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00
€5,020.00

SDA
€0.00
€0.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€1,200.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00
€600.00

Total Pay
€18,442.00
€19,010.00
€37,503.00
€38,768.00
€41,891.00
€43,156.00
€44,548.00
€45,820.00
€51,007.00
€52,110.00
€53,204.00
€54,318.00
€55,420.00
€56,513.00
€58,908.00
€58,908.00
€62,914.00
€64,134.00
€65,341.00
€66,554.00
€67,767.00
€72,056.00
€72,056.00
€72,056.00
€74,608.00
€74,608.00
€74,608.00
€77,266.00
€77,266.00
€77,266.00
€77,266.00
€77,266.00
€77,266.00
€77,266.00
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Representative Association of Commissioned Officers
Cromhlachas Ionadaitheach na nOifigeach Coimisiúnta

The Chairman,
Implementation Body,
Lansdowne Road Agreement.
Department of Public Expenditure & Reform.
26 January 2017
Breach by the Department of Defence of the Public Service
Stability Agreement –Haddington Road & Lansdowne Road Agreement
1.

The Representative Association of Commissioned Officers (RACO) claim that the
Department of Defence (DoD) has breached the terms of existing Public Service
Agreements (PSA). In accordance with the provisions of the PSA, RACO now request the
facility of the dispute resolution mechanism in order to engage with the Implementation
Body and the Workplace Relations Commission to address on-going dysfunction and
disagreements.

2.

RACO claim that the Department of Defence has again obstructively breached existing
Industrial Relations Agreements, denied RACO the full provisions encompassed by the
Defence Forces Conciliation & Arbitration Process and in addition denied the Association
the facility of a well managed industrial relations environment in contradiction of para’s
1.23 – 1.27 of the Public Service Agreement (Croke Park) and Section 5 of the Public
Service Stability Agreement 2013-2016 (Haddington Road Agreement) and Section 4 of the
Lansdowne Road Agreement.

3.

RACO cite examples of how the Department of Defence has breached the principle and
explicit agreed arrangements of the Parallel Process and additionally where the
Department of Defence have obstructively denied the Association full access to the
Conciliation and Arbitration process as defined by DFR S6 and reinforced by Public Service
Agreements. See Annex “A’.

4.

The continual breach of existing Industrial Relations Agreements coupled by deliberate
circumvention of the C&A Process by the Department of Defence has left no other course
of action open to the Association but to seek access to an impartial and balanced industrial
relations mechanism borne out of a genuine commitment to honour agreements and
respect for all parties to the negotiation process.

5.

RACO hereby request a meeting with the Implementation Body to address this situation.

Yours sincerely,
Earnán Naughton
Commandant
General Secretary RACO

1
Unit 12, 4075 Kingswood Road, City West Business Campus, Dublin 24. -

Tel: 01-4133324 - -Email: info@raco.ie

Annex ‘A’
1/17

Parallel Process- Breach of DFR S6 & Agreed Arrangements

January
2017

Failure by the Official Side to consult RACO with respect to National Pay Talks
and the recent LRA Anomaly Settlement agreed by the PSC of the ICTU. This
exclusion was in direct contradiction to DPER’s declaration that “parties to the
Lansdowne Agreement were invited to discussions under Section 6 (oversight
and governance arrangements) of the Agreement. These discussions were to
address anomalies arising from the Labour Court recommendations on the
Garda Síochána” (DPER Website 17 January 2017).

2
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C&A Process
2/17

Deliberate delay and failure by the Official Side to conclude the Review of May 2015
CCR272 (Overseas Financial Support Packages) contrary to the agreed process On-going
between the parties thereby denying Association Members conclusion to
outstanding claims since 2013 while in the interim subjecting members to
inadequate expense related allowances necessarily incurred when posted
overseas.
The text of the report was concluded in May 2016 and approved by DPER. The
Official Side have delayed the progress of this review and settlement of
outstanding claims to 3RD Party Adjudication since May 2016 contrary to
Council Meeting discussions.

3/17

Subverting Conciliation Council Agreements and Agreed Process as per DFR S6
and Agreed Arrangements of the DF C&A Scheme.

Oct 16

RACO formally queried the Official Side on two occasions (13 & 28 Oct 2016)
regarding possible changes to DFR CS4 to provide for an additional Naval
Service Captain. CCR295/447 provide for the competition rules and eligibility
for Naval Service Captain’s appointments x 2. The Official Side did not respond
formally. Informal communication stated that the Official Side would not
respond to “rumours”.
The Official Side then proceeded to notify potential candidates in November
2016 and, in December 2016, requested RACO Professional Staff to agree to a
promotion competition to fill a “new Captain’s Vacancy” for the appointment
of Officer Commanding the NMCI. These deliberate actions were conducted in
the absence of a ballot of Members on a new agreement, in direct
contradiction of the current agreement and without any form of consultation
contrary to the Adjudicator’s Report dated 11 May 2016.
In their actions, the Official Side attempted to subvert the C&A Process,
deliberately disregard existing council agreements made therein while
displaying indifference to the Government appointed Adjudicator to the
Defence Sector. This approach questions the credibility and functionality of the
current C&A Process.
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4/17

Breach Agreed Arrangement – Career Discrimination of Professional Staff

2014-2017

The Official Side have failed to discharge the agreed arrangements with respect
to the career advancement of the Associations Professional Staff contrary to
the Agreed Arrangement dated 13 December 2013. The failure by the Official
Side to honour agreements is deliberately undermining the function of the
Defence Forces Representative Office Holders and Representative Process
while disadvantaging and discriminating the office holders as a consequence of
their representative duties.
For military staff working in the Conciliation & Arbitration Scheme or those
involved in full time positions of the Representative Associations, the approach
by the Official Side is seen as a contradiction of the explicit intent outlined by
the Government with the introduction of Representation and DFR S6 in the
Defence Forces.

5/17

Breach of Haddington Road Agreement- Failure to restore the 10% cut to
allowances which were explicitly defined as for the term of the Haddington
Road only.

2016
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