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AGUS UM PINSIN 2006

SOCIAL WELFARE LAW REFORM AND PENSIONS BILL
2006

————————

EXPLANATORY MEMORANDUM

————————

Introduction
This Bill provides for a number of measures announced in Budget

2006, including increases in Child Benefit and the Respite Care
Grant, raising the income threshold for the One-Parent Family Pay-
ment, the extension of the duration of Carer’s Benefit, and an
improvement in the means test applicable to the Supplementary Wel-
fare Allowance scheme.

It also provides for the establishment of a standard non-contribu-
tory support payment for persons aged over 66 years — the State
Pension (Non-Contributory) and the automatic transfer to Old Age
(Contributory) Pension for recipients of Invalidity Pension or Retire-
ment Pension on reaching age 66. The Bill further provides for the
amendment of the titles of some schemes operated under social wel-
fare legislation, and for a number of amendments to the Social Wel-
fare Consolidation Act 2005.

The Bill contains the legislative basis for the payment of the Early
Childcare Supplement as announced in Budget 2006, and to exempt
this payment from assessment as taxable income.

The Bill also provides for a number of amendments to the Pen-
sions Act 1990 in relation to Occupational Pensions.

This Bill further contains provision for amendments to a number
of other Acts, including the Carer’s Leave Act, the Freedom of Infor-
mation Act, the Taxes Consolidation Act and the Combat Poverty
Agency Act.

The Bill comprises 4 Parts.

Part 1
Section 1 provides for the short title, construction and commence-

ment of the Bill.

Part 2 — Amendments to the Social Welfare Code
Part 2 of the Bill, which comprises Sections 2 to 37, contains

amendments to the Social Welfare Code, which are as follows:

Section 2 provides for the definition of the terms used in this Part
of the Bill.
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Child Benefit
Section 3 provides for an increase of \8.40 in the monthly rate of

Child Benefit payable in respect of each of the first two children
(lower rate) and \7.70 in the monthly rate payable in respect of the
third and any additional children (higher rate). This brings the
monthly rates to \150 and to \185 respectively. The new rates of
payment will come into effect in April 2006.

New Scheme Titles
As part of the wider objective to make the social welfare system

more accessible and to further modernise the Social Welfare Code,
Section 4 and Schedule 1 provide for amending the titles of certain
social welfare payments including re-naming the Old Age
(Contributory) Pension as the State Pension (Contributory), Retire-
ment Pension as State Pension (Transition), Disability Benefit as Ill-
ness Benefit, Unemployment Benefit and Assistance as Jobseeker’s
Benefit and Jobseeker’s Allowance respectively, Orphan’s
(Contributory) Allowance and Orphan’s (Non-Contributory) Pen-
sion as Guardian’s Payment (Contributory) and Guardian’s Payment
(Non-Contributory) respectively, and Unemployability Supplement
as Incapacity Supplement.

Home Childminding
Sections 5 and 6 provide that income earned by a self-employed

home childminder will be liable for a social insurance contribution
of \253 per annum.

Carer’s Benefit
At present, Carer’s Benefit is payable for a maximum period of 15

months. Section 7 provides for the extension of the payment period
to 2 years, and provides that this improvement takes effect from
Budget Day — December 7, 2005.

Homemaker Status
Currently, a person’s status as a homemaker is determined in the

context of an overall assessment of entitlement for Old Age
(Contributory) Pension. Section 8 provides that a Deciding Officer
may determine a person’s status as a homemaker for the purposes
of the qualifying conditions for the pension, thereby allowing, should
the need arise, the decision in question to be subject to appeal.

Old Age (Contributory) Pension Payment Date
Section 9 provides for the calculation of a daily rate to facilitate

the payment of Old Age (Contributory) Pension from the actual date
the customer attains 66 years rather than from the next Old Age
(Contributory) Pension payday.

Old Age (Contributory) Pension and Retirement Pension
Sections 10 and 14 provide for rounding cent amounts for the pur-

pose of calculating certain payment rates of Old Age (Contributory)
and Retirement Pensions.

Transfer to Old Age (Contributory) Pension
Sections 11 and 12 provide for the automatic transfer from Inval-

idity Pension or Retirement Pension to Old Age (Contributory) Pen-
sion when the recipient reaches the age of 66.

Retirement Pension
Section 13 provides for the calculation of a daily rate to facilitate

the payment of Retirement Pension from the actual date the cus-
tomer attains 65 years rather than from the next Retirement Pen-
sion payday.



Pre-Retirement Allowance
Section 15 provides for phasing out the Pre-Retirement Allowance,

with effect from a date to be decided by the Minister.

State Pension (Non-Contributory)
Section 16 provides the legislative basis for the establishment of

the State Pension (Non-Contributory) scheme from September 2006.
This will provide a standard non-contributory pension scheme, based
on a means test applicable to all the Department’s customers over
66 years of age. The means disregard will increase from \7.60 to
\20.00 per week, and provision is made to allow for a specific earn-
ings disregard of \100.00 per week. Section 17 and Schedules 2 and
3 provide for a number of consequential amendments which are
required on foot of the establishment of the State Pension (Non-
Contributory).

Widowed Parent Grant
Section 18 provides that Widowed Parent Grant may continue to

be paid to a widow or widower who is in receipt of the new State
Pension (Non-Contributory), and Section 19 contains a technical
amendment which provides that the amendment effected by Section
18 is also reflected in the definition of ‘‘assistance’’ for social wel-
fare purposes.

Amendments Consequent on the Establishment of State Pension
(Non-Contributory)

Following the introduction of the standardised State Pension
(Non-Contributory) for persons aged 66 years, Blind Pension,
Widow’s and Widower’s (Non-Contributory) Pension, and One-Par-
ent Family Payment will no longer be payable after age 66. Accord-
ingly, Sections 20, 21, and 22 provide for consequential amendments
to those schemes. Similar provision is made in Section 23 for those
who have continued entitlement to the Deserted Wife’s Allowance
and Prisoner’s Wife’s Allowance schemes.

Means Test — State Pension (Non-Contributory)
Section 24 and Schedule 4 contains the Rules governing the means

test which will apply to the State Pension (Non-Contributory).

Means Test — Consequential Amendments
On foot of the establishment of the standardised State Pension

(Non-Contributory), certain amendments are required in relation to
the provisions governing the existing long-term payments. Section 25
and Schedule 5 provide for the collation of the rules governing the
means test for those long-term schemes applicable to customers
under pension age including those in receipt of Blind, Widow’s, Wid-
ower’s and Orphan’s (Non-Contributory) Pensions, One-Parent
Family Payment and Carer’s Allowance. Schedule 5 also contains a
provision to disregard \100 per week from earnings in respect of
recipients of Widow’s and Widower’s (Non-Contributory) Pensions
and those in receipt of Deserted Wife’s and Prisoner’s Wife’s Allow-
ances who are under 66 years.

Orphan’s (Non-Contributory) Pension
Section 26 clarifies that it is the means of the orphan which are

taken into account in assesing entitlement to Orphan’s (Non-
Contributory) Pension.

One-Parent Family Payment
Section 27 provides for an increase in the upper earnings threshold

for One-Parent Family Payment, from \293 to \375 per week.
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Early Childcare Supplement
The introduction of a payment referred to as the Early Childcare

Supplement was announced in Budget 2006. This payment will be a
direct, non-taxable payment of \250 per quarter (\1,000 in a full
year), made in respect of all children aged under 6 years. This scheme
will be administered by the Department of Social and Family Affairs.
Sections 28 and 29 and Schedule 6 provide the necessary legislative
amendments to enable the Department to pay, on behalf of the
Office of the Minister for Children, the Early Childcare Supplement.
Further provision is made, in Section 47, to exempt the Supplement
from assessment as taxable income.

Respite Care Grant
Section 30 provides for an increase in the amount of the annual

Respite Care Grant, which is paid to carers in June of each year,
from \1,000 to \1,200.

Family Income Supplement
Section 31 provides for the disregard of the amount of any contri-

butions to Personal Retirement Savings Accounts for the purposes
of the income thresholds applicable to the Family Income Sup-
plement Scheme.

Invalidity Pension
Section 32 provides that a person who qualifies for an Irish Inval-

idity Pension under EU Regulations will not suffer a reduction of
pension if he or she subsequently becomes entitled to a survivor’s
pension or a retirement pension under EU Regulations from another
EU Member State.

Means Test — Amendments
Section 33 provides for amendments to the definitions contained

in Schedule 3 to the Social Welfare Consolidation Act 2005, which
contains the Rules which are applied in assessing means for the pur-
poses of certain social welfare schemes. The Section further provides
for the exclusion of certain payments, such as the Early Childcare
Supplement and the Home Care Grant, from the means test.

Supplementary Welfare Allowance
Section 34 provides for the alignment of the treatment of benefit

and privilege in respect of Supplementary Welfare Allowance, where
the person is living with parents, to that applying to other means-
tested schemes from May 2006.

Specified Bodies (PPS Number)
Section 35 provides for the inclusion of the National Council of

Special Education, the Teaching Council, the Private Security Auth-
ority and the Commission for Taxi Regulation in the list of specified
bodies authorised by legislation to use the Personal Public Service
(PPS) Number as a public service identifier.

Recovery from Financial Institutions
Section 36 amends the provisions which permit recovery of social

welfare payments made directly to customers’ accounts in financial
institutions to include Credit Unions.

Amendments to the Principal Act
Section 37 and Schedule 7 provide for some minor technical

amendments to the Social Welfare Consolidation Act 2005.



Part 3 — Amendments to the Pensions Act 1990
Part 3 and Sections 38 to 44 provide for amendments to the Pen-

sions Act 1990.

Section 38 provides for the definitions used in this Part of the Bill.

Section 39 inserts a new Section 3A into the Pensions Act which
provides an alternative to the prosecution of an offence under the
Act. The new Section 3A provides that the Board may notify a per-
son in writing that it is alleged that an offence has been committed
and that if, within 21 days of the notice, the person has remedied
the offence to the satisfaction of the Pensions Board and paid the
appropriate fine, the prosecution will not be instituted. This Section
also inserts a new Section 3B into the Pensions Act in relation to
the proceedings which the Pensions Board may bring for a summary
offence under the Act. The new Section 3B provides that certain
documentary evidence submitted in a prosecution is admissible with-
out the need for the officer of the Pensions Board to attend the
Court proceedings.

Section 40 inserts a new section 26A into the Pensions Act to pro-
vide that the Minister may, in consultation with the Minister for Fin-
ance, indemnify the Pensions Board members and the staff of the
Board against liability for damages or costs where they have dis-
charged their functions in good faith.

Section 41 amends Part IV of the Pensions Act to provide that in
the case of an occupational pension scheme, which provides increases
in pensions linked to an index, the actuary to the scheme may assume
a fixed rate increase will apply when calculating the liabilities of the
scheme for the purposes of the funding standard or in calculating the
liabilities of a scheme that is winding up and which is under-funded.
In the event that there is any surplus of resources, they will be
applied in topping up the benefits of persons who were entitled to
index-linked pensions at the date of the winding up.

Section 42 inserts a new Section 51A into the Pensions Act in
relation to actuarial work. The new Section provides that the Mini-
ster may make regulations requiring the work carried out by a
scheme actuary to be reviewed to ensure that it complies with the
provisions of the Pensions Act and any professional guidance issued
by the Society of Actuaries in Ireland. The new Section provides that
the review is to be carried out in accordance with guidance issued
for that purpose and that such guidance must contain provisions
relating to certain prescribed matters including the appointment of a
reviewing actuary, the frequency of reviews, and the timescale for
reviews.

Section 43 provides for an amendment to Section 131 of the Pen-
sions Act in relation to the functions of the Pensions Ombudsman
and the operation of the Internal Dispute Resolution (IDR) pro-
cedure. At present, the Pensions Ombudsman cannot investigate or
examine a complaint until the IDR procedure has been exhausted.
This amendment allows the Pensions Ombudsman to bypass the IDR
procedure and investigate the complaint in such cases where there is
clearly nothing to be gained from this process. This does not apply
to schemes which carry a statutory right of appeal.

Section 44 and Schedule 8 provide for a number of technical amend-
ments to the Pensions Act as follows—

Item 1: Provides for technical amendments to the definition of
‘‘scheme’’ and ‘‘trustees’’.
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Item 2: Amends Section 5 of the Pensions Act to provide that the
power to make regulations under that Section includes power to give
effect to any provisions of the European Communities Treaties or to
any Act adopted by an institution of the European Communities
which regulates any of the provisions to which the Pensions Act
applies.

Item 3: Section 35 of the Pensions Act 1990 provides that, in such
circumstances as are prescribed, the trustees of an occupational pen-
sion scheme may, without the consent of the member, effect a trans-
fer payment to an approved contract of assurance instead of provid-
ing a preserved benefit. Item 3 amends Section 35 to provide that
such a transfer payment may now also be made to a Personal Retire-
ment Savings Account.

Item 4: Part IV of the Pensions Act relates to the funding standard
to be satisfied by defined benefit schemes. However, certain
schemes, such as pay as you go schemes, are excluded from the pro-
visions of the Part by way of regulations made under Section 52.
Item 4 amends Section 43 of the Pensions Act to provide that, in the
case of schemes which had been excluded under Section 52 but
where that exclusion ceases to apply, the trustees of such schemes
will be required to submit their first actuarial funding certificate to
the Pensions Board no later than 6 months after the date on which
the exemption ceased to apply.

Item 5: Regulations made under Section 54 of the Pensions Act
require trustees of schemes to issue a Statement of Reasonable Pro-
jection (SORP) to scheme members at specified intervals outlining
the projected level of benefits which could reasonably be expected
at a particular date. Item 5 amends Section 54 to give the Minister
the power to make regulations which will also require trustees of
defined contribution schemes to prepare a SORP in accordance with
any applicable guidance issued by the Society of Actuaries in Ireland.

Item 6: Section 55 of the Pensions Act requires trustees of a
scheme to prepare an annual report containing such information as
may be prescribed. Subsection 55(2) exempts schemes which have
commenced winding up from this requirement. Paragraph (a) of item
6 amends subsection 55(2) to provide that, where the Pensions Board
considers it necessary, certain schemes in wind-up will be required
to produce an annual report.

Section 55(4) and (5) of the Act provide for the inclusion of a
statement by the actuary in the annual report as to whether the actu-
ary is satisfied that an under-funded scheme will be in a position to
meet its liabilities no later than the effective date of the next actuarial
funding certificate. This is amended to provide that where a later
date has been approved under Section 49(3) of the Act, this Section
applies to that later date.

Item 7: Provides for a technical amendment to Section 56 of the
Pensions Act, on foot of an amendment already made to Section 56
by Section 32(c) of the Social Welfare and Pensions Act 2005.

Item 8: This amendment is consequential on the amendment made
to Section 35 of the Act in Item 3 of Schedule 8.

Item 9: Section 121 of the Pensions Act places an obligation on
employers to, inter alia, provide access to a Personal Retirement Sav-
ings Account (PRSA) in respect of employees to whom the employer
does not provide access to an occupational pension scheme. Item 9
amends Section 121 to provide that where an employer provides



access to an overseas pension scheme, as defined in the Taxes Con-
solidation Act 1997, he or she is not obliged to give access to a
PRSA.

Item 10: This is a technical amendment to section 149 of the Pen-
sions Act (inserted by Section 37 of the Social Welfare and Pensions
Act 2005) to allow more flexibility in the funding arrangements for
cross-border schemes.

Part 4 — Amendments to other Acts

Part 4 of the Bill, Sections 45 to 48 provide for amendments to other
enactments as follows:

Section 45 contains an amendment to the Combat Poverty Agency
Act 1986 to provide for an extension, from 3 years to 5 years, to the
term of office for new appointments to the Board of that Agency.

Section 46 amends the Freedom of Information Act to exclude, for
the purposes of that Act, a secrecy clause in the Pensions Act 1990
in relation to the functions of the Pensions Ombudsman, and a simi-
lar clause in the Comhairle Act 2000 in relation to that Agency’s
functions.

Section 47 provides for the amendment of the Taxes Consolidation
Act 1997, to exempt the Early Childcare Supplement from being
reckonable for the purposes of the Income Tax Acts.

Section 48 and Schedule 9 contain the necessary amendments to
the Carer’s Leave Act 2001 to provide for the extension of the dur-
ation of carer’s leave from 15 months to 2 years.

An Roinn Gnóthaı́ Sóisialacha agus Teaghlaigh,
Feabhra, 2006.

Wt. 511. 705. 2/06. Cahill. (X48991). Gr. 30-15.
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