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Introduction

Main Provisions

This Bill amends the Social Welfare Consolidation Act 2005 to
provide for a number of technical changes.

The Bill also amends Part IV (Funding Standard) of the Pensions
Act 1990, to change the manner in which the resources of a defined
benefit pension scheme are distributed (wind up priority order) on
the wind up of a pension scheme. It also broadens the category of
benefits that can be reduced where a defined benefit scheme is being
restructured because it does not meet the statutory minimum funding
standard. The present wind up priority order as set out in section 48
of the Pensions Act provides for the distribution of the resources
of a scheme to meet pensioner liabilities before any resources are
distributed to meet the liabilities of current and former scheme
members. The amendments to section 48 will, having regard to the
requirements of Directive 2008/94/EC on the protection of
employees in the event of the insolvency of their employer,
differentiate between a wind up of a scheme where the employer is
solvent and where the employer is insolvent.

Section 50 of the Pensions Act permits the Pensions Board to
direct the trustees of a defined benefit pension scheme to reduce the
benefits of current and former scheme members and/or the post-
retirement increases in benefits for pensioner members where a
scheme fails to meet the statutory minimum funding standard. The
amendment to section 50 of the Pensions Act extends the category
of benefits that can be reduced to include a specified level of
pensioner benefits.

The Bill comprises 3 Parts and 9 Sections.

PART 1

Preliminary and General

Section 1 provides for the short title, construction and collective
citations.
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PART 2

Amendments to Social Welfare Acts

Amendment of Schedule 3 to the Social Welfare Consolidation Act
2005

Section 2 provides for the correction of an erroneous reference
and the deletion of an obsolete reference in Table 2 of Schedule 3
to the Social Welfare Consolidation Act 2005. This Table lists various
types of income which is not assessable for means-test purposes.

PART 3

Amendments to Pensions Act 1990

Definition

Section 3 defines the term ‘‘Principal Act’’, which is used for the
purposes of Part 3 of the Bill to mean the Pensions Act 1990.

Amendment of section 41 of Principal Act

Section 4 amends section 41 to affirm that the changes to the wind
up priority order will apply to all defined benefit pension schemes
subject to the statutory minimum funding standard.

Amendment of section 48 of Principal Act

Section 5 inserts five new subsections (IAA), (1AB), (1AC), (IC)
and (1D) into section 48 of the Pensions Act to provide for the
amendments to the wind up priority order.

Subsections (1AA) and (1AC) provide for changes to the manner
in which the resources of a defined benefit pension scheme are
distributed on the wind up of a scheme where the employer is
solvent. The current priority order sets out four levels of priority.

The amendment to this section of the Pensions Act provides for
six levels of priority, as follows:

— The first priority is given to additional voluntary contribution
benefits and defined contribution benefits.

— The second priority is given to pensioner benefits of up to
€12,000 if the annual pension is €12,000 or less; the greater
of €12,000 and 90% of the annual pension if the annual
pension is over €12,000 and less than €60,000; the greater of
€54,000 and 80% of the annual pension if the annual pension
is €60,000 or more. This excludes post-retirement increases.

— The third priority is given to fifty percent of current and
former scheme members’ benefits, excluding post-
retirement increases.

— The fourth priority is given to remaining pensioner benefits,
excluding post-retirement increases.

— The fifth priority is given to remaining current and former
scheme members’ benefits, excluding post-retirement
increases.

— The sixth priority is given to remaining pensioner, current
and former scheme members’ benefits, including post-
retirement increases.



Subsection (1AB) provides for changes to the manner in which the
assets of a defined benefit pension scheme are distributed on the
wind up of a scheme where the employer is insolvent. The
amendment to this section of the Pensions Act provides for seven
levels of priority, as follows:

— The first priority is given to additional voluntary contribution
benefits and defined contribution benefits.

— The second priority is given to fifty percent of pensioner
benefits.

— The third priority is given to fifty percent of current and
former scheme members’ benefits.

— The fourth priority is given to pensioner benefits of up to
€12,000, excluding post-retirement increases.

— The fifth priority is given to remaining pensioner benefits,
excluding post-retirement increases.

— The sixth priority is given to remaining current and former
scheme members’ benefits, excluding post-retirement
increases.

— The seventh priority is given to remaining pensioner, current
and former scheme members’ benefits, including post-
retirement increases.

Subsection (1C) stipulates that within each category of benefits in
the wind up priority orders, the benefits shall rank equally between
each other and shall be paid in full, unless the resources of the
scheme are insufficient, in which case they shall abate in equal
proportions between each other.

Subsection (1D) provides that where a scheme has insufficient
resources to discharge the liabilities under the second, third and/or
the fourth priority of subsection (1AB), the Minister for Finance
shall provide for the shortfall in the resources of the scheme to
discharge the liabilities under those priorities.

A number of existing subsections of section 48 are cross-
referenced to the new subsections.

Amendment of section 50 of Principal Act

Section 6 inserts three new subsections (1B), (1C) and (1D) into
section 50 of the Pensions Act to broaden the category of benefits
that can be reduced where a defined benefit pension scheme is being
restructured because it does not meet the statutory minimum funding
standard. Section 50 of the Pensions Act permits the Pensions Board
to direct the trustees of a pension scheme to reduce the benefits
of current and former scheme members and/or the post-retirement
increases in benefits for pensioner members where a scheme does
not meet the statutory minimum funding standard. Subsection (1B)
provides for reductions to the benefits payable to pensioners by
certain percentages and within certain limits.

Subsection (1C) prohibits any reduction of an annual pension
which is €12,000 or less. For pensions greater than €12,000, a
reduction of up to 10% can be made where the annual pension is
between €12,000 and €60,000 and of up to 20% where the annual
pension is greater than €60,000.
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Subsection (1D) prohibits any reduction which would reduce a
pension to below €12,000 or which would reduce a pension to below
€54,000 if the annual pension is €60,000 or more.

A number of existing subsections of section 50 are cross-
referenced to the new subsections.

Amendment of section 50B of Principal Act

Section 7 amends section 50B to cross-reference the new
subsection (1B).

Amendment of section 50C of Principal Act

Section 8 amends section 50C to cross-reference the new
subsection (1B).

Amendment of section 59B of Principal Act

Section 9 amends section 59B to provide that the general
prohibition on reducing pensions in payment under this section shall
not apply to section 50(1B) directions.

An Roinn Coimirce Sóisialaí,
Samhain, 2013.
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