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Pensions Bill 

Details of a Pensions Bill were announced by Minister Burton this afternoon. There are a number of 
proposed changes to the priority order and DB funding as follows:  

1. When the employer and the pension scheme are both insolvent (Double Insolvency) 
  

 When an employer goes out of business and the Defined Benefit pension scheme in that business is 
also underfunded, the funds in the pension scheme will be divided to ensure that all of the 
beneficiaries of the scheme (this includes pensioners, current employees and former employees who 
have not yet retired) receive 50% of their benefits. Existing Defined Benefit pensions in payment will 
be protected up to €12,000.   

  
 Where the Defined Benefit pension scheme doesn’t have sufficient monies to meet this amount, the 

State will provide the shortfall to the scheme, using Pension Levy funds   
  

 This addresses the current exposure of the State following the ruling of the European Court of 
Justice (ECJ) in April 2013 which stated that Ireland is in breach of the EU Insolvency Directive.  The 
ECJ ruled that when both the employer and pension scheme are insolvent, the State must put 
measures in place to provide at least 49% of the pension benefits expected.  

  
 This measure provides for a fairer outcome for all members, gives protection to lower-paid 

pensioners and limits the extent to which the taxpayer has to contribute.   
 

 Other measures are being introduced in the legislation which are not a requirement under the 
Insolvency Directive but seek to minimise the likelihood of similar situations arising.    

  
2.  When the employer is still in business but the pension scheme is winding up (Single Insolvency): 
  

 In future when an underfunded pension scheme is winding up (and when the employer is in 
business), the existing 100% priority being given to pension benefits is being changed to reduce the 
priority given to higher pensions. This will ensure that current employees and former employees 
(who are not yet retired) and who have also contributed to the pension scheme receive a greater 
share of the benefits.   

 
 Pensioners in receipt of pensions under €12,000 will receive first priority to ensure that they are not 

affected by this.  



 
 Pensions between €12,000 and €60,000 will be reduced by 10% of the total pension amount. 

 
 The overall reduction is limited to a maximum of 20% of the total pension amount where the 

pension is over €60,000.  
 

 The State is not contributing in this instance.  The employer is still in business and it is the employer 
who sponsors the Defined Benefit pension scheme and makes the pension “promise”.  

  
3.  When a pension scheme is restructuring : 
  

 The aim here is to ensure that Defined Benefit schemes can be supported to remain open and 
viable.    

 
 Trustees are being given the option to restructure a scheme to ensure the ongoing viability of the 

scheme. Pensioner benefits will be 100% protected up to €12,000 per annum or full pension if 
lower.   

 
 Trustees will then be provided with an option to reduce higher pension benefits (up to 10% of the 

total pension in payment when the benefit is between €12,000 and €60,000 and up to 20% of the 
total pension in payment when the benefit is in excess of €60,000) in order to make more funds 
available to the scheme for other scheme members.   

  
4.   Other changes to Regulations not included in the Bill but part of the overall package of measures: 
  
The Pensions Board will be introducing tighter regulation for Defined Benefit pension schemes.  This entails:   
  

 Refusing to accept funding proposals from schemes with less than 50% funding, forcing schemes to 
take actions to address their very poor funding situations. 

 
 Imposing additional obligations to ensure significantly underfunded schemes achieve a base level of 

funding in the short term. 
 

 Withdrawing flexibility options to schemes which go off track while subject to a recovery plan where 
the level of funding in that scheme falls below 50% level. 

 
The full press release can be accessed here – http://www.welfare.ie/en/pressoffice/Pages/pr191113.aspx  
 
Legislation to implement these proposals will be enacted in the coming weeks.  
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