
NOTE OF MEETING BETWEEN THE MAIN COMMITTEE OF THE APLI AND THE PENSIONS BOARD 

AT VERSCHOYLE HOUSE 

ON TUESDAY 21 NOVEMBER 2006

Present for the Pensions Board:

Anne Maher (outgoing Chief Executive)

Mary Hutch

Yvonne White

Brendan Kennedy (incoming Chief Executive)

Present for the APLI:


Peter Fahy

Kirstie Flynn

Brendan Roche

These notes are prepared with reference to agenda and attachment furnished by the Pensions Board in advance of the meeting:

1. Minutes of last meeting
Portability Directive – The future of this looks uncertain.  There is a lot of opposition to this including from Germany.  The difficulties include the diverse pension systems among different Member States.  Some jurisdictions do not have the defined benefit and defined contribution concepts and do not understand the distinctions between the two and the difficulties of transferring between the two.

Family Law – The Department of Equality and Law Reform have reverted to the Pensions Board advising that they are going to seek to move this up on the agenda.  Apparently the Attorney General’s Office has taken the view that it would be alright under the current legislation to unbundle spouses death in retirement pension from retirement pension and greater clarity is needed as to the reasoning on which that view is based.  The Pensions Board had made an initial submission to the Department listing items of contention that needed to be reviewed in the late 90s and have added to that list as items have been brought to their attention.

Trusteeship Review – The Pensions Board have submitted their paper to the Department and any changes arising therefrom (e.g. from recommendations regarding trustee skills, administrators and advisors, and corporate governance) will feed through into the Social Welfare Act, 2008.

2.  Compliance/Regulation
Administration – The Pensions Board’s view is that overall there has been improvement but there is still room for further improvement.  In particular concern was expressed regarding defined contribution administration and there appears to be a lack of focus on the timelines for application of contributions to underlying investments and keeping of records in relation to investments.

Funding Standard – Primarily because of changes in the markets there has been a significant improvement over the past few years.  Currently only 30% of schemes are failing to meet the funding standard.  Application for extended period funding proposals are dwindling – 9 to date in 2006.  Financial conditions are more benevolent so that the incidence of schemes which are on extended funding proposals going off track is not happening as often.

Cross-Border Schemes – The Pensions Board has not yet issued a definitive statement on cross-border funding.  New cross-border schemes must be fully funded at the point of application but the Pensions Board do allow recovery plans should they subsequently become under funded.  However they must have Pensions Board consent in all cases to recovery plans (in contrast with local schemes where Pensions Board consent is only required for extended funding recovery periods).  

For longer recovery periods the Pensions Board are likely to impose more conditions than for local schemes.

The Pensions Board will publish guidelines very shortly.

The recent spate of Irish exits from the UK schemes arose from the stricter approach taken by the UK Regulator which only allows a one year recovery period.  The Pensions Board take a different view and look at the issue from the perspective of what is in the best interests of members.  The Pensions Board will liaise with the Commission in relation to its final proposals in this regard.  

Also the Pensions Board have applied to the Commission seeking that regulators in different EU States would apply a common set of assumptions in relation to funding as it is meaningless to look at the extensiveness or leniency of recovery plans in the absence of looking at how stringent the funding standard itself is.  The Irish funding standard is generally viewed as being of a fairly high standard.

The Pensions Board would be opposed to the Insurance Solvency II requirements being applied to pensions schemes.  Any application of the Insurance Solvency II in its current form to pensions schemes would mean significant change.

In the case of administration and what constitutes administration in Ireland for the purpose of Ireland being the home state of a scheme the Pensions Board are against any type of brass plate recognition.  The Pensions Board are in consultation with the EU Commission in relation to putting in place requirements in this regard.

General – The Pensions Board are moving to risk based monitoring.  They are proposing to break up the monitoring function into separate units addressing self administered schemes, public sector schemes, one-man schemes, consultancy-administered schemes and insured schemes.  They need further resourcing to implement this change.

The Pensions Board also propose to do on site visits.  It is proposed to establish relationships with the top 20 to 25 self administered schemes.  Likewise with the providers in the case of insured schemes.

3. Green Paper
The green paper is expected to be published by Easter 2007 outlining the issues and the options.  Decisions are expected to be made based on discussions arising from the publication of the green paper by September 2007.

4. Funding Standard Review
The Minister had asked the Pensions Board to revisit this issue in early 2006.  Progress had been delayed in the meantime by the report on mandatory pensions.  There is a subgroup of the Pensions Board looking at the funding standard.  The Pensions Board would like the subgroup to reach unanimous agreement on what any form any revision should take.  It that agreement is reached then the funding standard review will not need to form part of the green paper.  If however agreement is not reached then it will have the status of comprising a set of options outlined in the green paper.  It was acknowledged that this might be less than ideal given the complexity of the funding standard issues.  It was also mentioned that it was important for all parties to be aware of what is a funding standard issue and what is not.  Lots of issues have tended to be raised in conjunction with funding standard problems such as FRS 17 reporting requirements and annuity purchase costs which are strictly speaking not part of the funding standard issues.

5. Proposed 2007 Legislative Changes
See items listed in the attached briefing note.

The Pensions Board have published terms of consultation in relation to taking over the supervision of group RACs and are now proposing to go further with small schemes (less than 100 members) than previously outlined.    Schemes will require to be registered with the Board and the Board will have enforcement powers.

There has been advancement on the position in relation to proposed on the spot fines.  Provisions were published in last year’s Social Welfare Act but never implemented because the Pensions Board were opposed to having their discretion removed entirely to proceed to prosecution.  The current proposal is to list selected offences which are appropriate to on the spot fines but caveat that the scheme can only have one on the spot fine in a term of years (otherwise prosecution will occur).  The issue of publication to which the Attorney General’s Office was opposed is still with the AG.  The Pensions Board favour publication as a key motivator against re-offending.

The Pensions Ombudsman had raised the issue of whether Section 48(3) allowing liabilities to be discharged by actuarially calculated transfer values should be restricted and the Pensions Board are looking at whether there should be some disclosure required of the trustees where they would intend to exercise that power.

6. Any other business
The Pensions Board is outsourcing its legislation services to Better Regulation.  The legislation service will be going on-line.  Part of the terms are that Better Regulation will continue to produce hard copy form of the consolidated legislation for a period of 2 years and thereafter it would only be available on-line.

The APLI raised the issue which had been raised in a recent evening meeting as to whether there was scope for some legislative intervention to address the complexity of where errors have been made under a pension scheme trust deed.  Generally it was acknowledged that this would be a complex issue to grapple with bearing in mind the need for protection for the beneficiaries.  

The Pensions Board mentioned concern with seeing retrospective amendments to schemes introducing reduced benefits.  It was acknowledged that this was part of an area which had not been sought to be regulated in Ireland and protection for members of pensions schemes is dependent on trust law and the trustees’ duties to act in the interest of the members when exercising their powers.  Any approach to regulation of this area should take into account UK experience where the statutory prohibition on amendments seeking to reduce accrued rights was one of the more contentious issues in discussion with UK pension practitioners.

1
1
M-1808383-1

