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____________
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Purpose of Bill
The decision of a major news company to wind down its defined benefit 

pension scheme highlights the need for the pension rights of workers to 
be defended and protected. It is wrong that shareholders can profit from a 
corporate restructuring while employees have their pension entitlements 
severely reduced.

There are over 700 defined benefit pension schemes in the State, 
covering more than 100,000 people. These workers thought they had made 
provision for their retirement. They must now be seriously worried at the 
precedent that is being set.

From a public policy perspective, this is also a dangerous precedent 
because it deters workers from saving for their retirement, due to a belief 
that their rights and lifetime savings might be drastically cut at some future 
point. The net result would be to force more people into reliance on public 
provision.

The pensions regulation regimes in Ireland and the United Kingdom 
have diverged in many respects. In the UK, the law prevents solvent 
companies from walking away from their obligations to their employees’ 
occupational pension scheme.

At present, accountancy standards (FRS 102) require an employer to 
recognise its liabilities to a pension scheme in its own financial statement. 
Removing those liabilities from the employer’s own accounts can have a 
transformative effect on the company accounts.

However, an employer’s obligation to its pension scheme is not 
governed by statute law but by the terms of the pension trust deed – which 
the employer will itself have drawn up. As a result, it is rarely a binding 
obligation.

Most direct benefit trust deeds in fact allow the employer to wind up its 
pension scheme, and to cease contributions, while ignoring any deficit in 
the funding of the scheme and the resulting inability to pay out the benefits 
originally promised.

Provisions of Bill
The Bill is by its long title an Act to amend the Pensions Act 1990, and to 

provide for related matters. Section 1 amends Part IV (“Funding Standard”) 
of the Pensions Act 1990, by inserting a new section 44A, dealing with 
employers’ obligations in relation to deficiencies in the funding standard.
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The new section applies where–

• a ‘relevant’ scheme, i.e., a defined benefits scheme, is being wound 
up,

• the employer concerned is not insolvent, and

• the scheme does not satisfy the funding standard.

Where the section applies, then an amount sufficient to enable the 
scheme to satisfy the funding standard is deemed to be a contract debt due 
from the employer concerned to the trustees of the scheme.

A scheme is deemed to be being wound up where the employer takes any 
step under the rules of the scheme (other than paying into its resources an 
amount sufficient to enable the scheme to satisfy the funding standard) that 
enables the employer, in accordance with generally accepted accountancy 
principles or practice, to remove recognition of current or contingent 
liabilities towards the scheme from the employer’s own financial statement.

The question whether an employer is insolvent, and the time at which an 
employer has become insolvent, are to be determined in accordance with 
the Protection of Employees (Employers’ Insolvency) Acts 1984 to 2012.

The section does not prejudice any other right or remedy which the 
pension trustees may have in respect of a deficiency in the resources of a 
scheme.

The section provides that it applies to defined benefit schemes that came 
into operation before its commencement.

Section 2 provides in standard form for the short title and collective 
citation and construction of the Bill.

Willie Penrose TD,
January, 2017.
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