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PRSAs - employer
contributions exempt from
PRSI

Employer contributions to a Personal Retirement Savings Account (PRSA)
are a benefit in kind for an employee for income tax purposes, but an
employee may then claim income tax relief on the employer contribution
as if he/she had paid the contribution himself/herself.

The Department of Social Protection has now confirmed that employer
contributions to a PRSA will not be liable to employee PRSI. However,
there is no change to the position for the Universal Social Charge (USC)
i.e. there is no relief from the USC due on employer contributions. In
addition the employers PRSI position remains unchanged i.e. there is a
liability to employers PRSI equal to one-half of the employer PRSI rate on
the employees contribution to the PRSA.

What does this change mean?

The tax relief limits that apply to employee contributions (earnings cap
and age-related percentages) apply to the combined employee and
employer contribution to the PRSA.

For example:

» anemployee who is 45 years of age with annual earnings of
€50,000, makes a monthly contribution to a PRSA of €200

» the employer makes a contribution of €250 per month to the
employee’s PRSA

» the combined annual contribution is €5,400; €2,400 (€200 x 12)
by employee + €3,000 (€250 x 12) by employer

» the employee can claim income tax relief on €5,400 and now PRSI
relief on the employer contribution of €3,000

» the employee must pay USC of 7% on the employer contribution to
the PRSA

» the employer does not pay employer PRSI on the employer
contribution to the PRSA

» the employer pays employer PRSI on the employee contribution to
the PRSA. In this example, this means employer PRSI is due on
€2,400 at 5.375% (10.75%/2) = €129.

Ell ERNST & YOUNG

Quality In Everything We Do


mailto:john.heffernan@ie.ey.com
mailto:jim.ryan@ie.ey.com
mailto:catriona.coady@ie.ey.com
mailto:frank.oneill@ie.ey.com
mailto:paul.dillon@ie.ey.com
mailto:paul.fleming@ey.com

The effect of the employer contribution in the above example means that
the employee has claimed full income tax and PRSI relief on the employer
contribution to negate the tax and PRSI liability on the benefit in kind.

This change will effectively reduce the rate of tax on such contributions
from 11% to 7%.

Implications of this change

» An obstacle is removed to the provision of PRSAs which would
have been inherently inefficient had the employer contributions to
the PRSA remained liable to employee PRSI.

» Refunds of PRSI paid since 1 January 2011 may be due and the
Department of Social Protection will issue a notification on this
change shortly

» The relief from employee PRSI on the employer contribution is a
welcome change. However, the imposition of employer PRSI on
employee PRSA contributions will create complexities and will
need to be carefully monitored to ensure that it is accounted for
correctly.
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