
As recent media coverage has
reported, many DB schemes have
encountered difficulties as a result

of the continued fall in stock markets.
Concerns were expressed that the
funding standard requirements and the
somewhat rigid requirements for funding
proposals in legislation imposed
significant pressures on DB schemes
making it difficult, at least in some cases,
for employers and trustees to agree a
funding proposal. This position has been
relieved somewhat by amendments made
to the Pensions Act by the recently
enacted Social Welfare Act, 2003. 

THE FUNDING STANDARD
Section 42 of the Pensions Act 1990, (as
amended by the Pensions (Amendment)
Act 2002, provides that trustees of DB
schemes must submit actuarial funding
certificates to the Pensions Board at
regular intervals (not more than three and
a half years). The actuarial funding
certificate must set out the opinion of the
scheme’s actuary as to whether the
scheme meets the funding standard
prescribed by section 44 of the Pensions
Act.  

A further protection now provided by
section 55(3) of the Pensions Act (as 
inserted by section 37 of the Pensions
(Amendment) Act, 2002) is the
requirement that annual reports prepared
by trustees of DB schemes must contain a

statement by the scheme actuary as to
whether he is reasonably satisfied that if
he were to prepare a funding certificate at
that time he/she would be able to certify
that the scheme met the funding standard
(an “intervaluation report”).

If the scheme actuary is unable to make
the required statement (or is unable to
make a statement to the effect that the
scheme does not meet the funding
standard currently, but he is reasonably
satisfied that it will at the effective date of
the next funding certificate) then, under
section 43(3), the trustees of the scheme
must cause a funding certificate to be
prepared within 12 months of the last day
of the period to which the annual report
related.

In either case, the legislation requires the
preparation of a funding certificate, i.e., a
funding certificate is required in the normal
way under section 42 or as a result of an
intervaluation report not meeting the
requirements under section 43. If the
funding certificate discloses a failure by
the scheme to meet the funding standard
then the trustees of the scheme 
must submit the funding certificate 
together with a funding proposal.

A FUNDING PROPOSAL
Section 49 of the Pensions Act requires
that if the trustees of a scheme submit a
funding certificate certifying that a scheme

does not meet the funding standard, they
must also submit a funding proposal
meeting the requirements of that section.
These include the requirement that the
proposal has been certified by the scheme
actuary and has been designed to ensure
that in the opinion of the actuary the
scheme could reasonably be expected to
satisfy the funding standard at the effective
date of the next funding certificate. The
funding proposal must be agreed in
writing by the employer and the trustees.  

Section 23 of the Social Welfare Act,
2003 amends section 49 of the Pensions
Act by the insertion of a new section
49(3). This sub-section provides that the
Pensions Board may in individual cases,
on application to it by scheme trustees,
amend the strict requirements relating to a
funding proposal, and in particular the
date by which the scheme must meet the
funding standard where: 

• the scheme actuary certifies that
failure to meet the funding standard
relates wholly or mainly to the
performance of relevant markets in
relation to investments made with the
resources of the scheme; and

• with regard to the performance
generally of relevant markets for
investment, the Pensions Board
considers that specifying a later date is
necessary or appropriate and not
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contrary to the interests of members of
the scheme.

The effect of the amendment may be to
allow trustees of DB schemes to submit a
funding proposal enabling the scheme to
meet the funding standard over a longer
period than the three and a half years
envisaged by section 49(2).  

TRUSTEE OBLIGATION 
Does this mean that the obligation of
trustees to ensure adequate funding has
been altered?

I suggest not. Pension scheme trustees
must at all times act in the best interests of
the beneficiaries of a scheme. They have a
statutory obligation under section 59 of the
Pensions Act to ensure that in so far as is
reasonable, the contributions payable by
the employer and the members of a
scheme are received. 

A funding proposal requires the agreement
of scheme trustees with an employer as to

the amount and timing of employer
contributions to a scheme. Clearly,
trustees must carefully consider the
interests of beneficiaries in agreeing to any
modification of an employer’s obligation to
make contributions to a scheme.
Importantly, the trustees must consider the
contribution obligations of an employer
under the rules of a scheme.  Contribution
rules are not standard and may vary
considerably from scheme to scheme.  

The trustees of a DB Scheme must
carefully consider the contribution rule of
the scheme and determine whether it is in
the best interest of beneficiaries to agree a
funding proposal which may in effect 
dilute the obligations that the employer
would otherwise have under the relevant
contribution rule. In considering any
funding proposal, trustees should not only
obtain appropriate expert advice in relation
to the funding proposal, they should also
obtain adequate information in relation to
the employer and its financial position.

The new provisions in relation to funding
proposals contained in the Social Welfare
Act do go some way to relieving the
immediate concerns otherwise caused by
poor performance of investment markets
and the underfunding in many DB
schemes. These provisions do not,
however, dilute the obligations of trustees
of DB Schemes to act in the best interests
of beneficiaries and to ensure that DB
schemes are appropriately funded.
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Services Directory
Welcome to our new services directory. If you wish to be listed in this section please contact Orla

McAleer at 01 497 2711, email orla@irn.ie

MERCERConsulting, Charlotte House, Charlemont Place, Dublin 2

Contact: Marketing, Mercer Human Resource 

Tel: 01 603 9700 Fax: 01 478 2297 

email: marketing@mercer.com 
website: www.mercerhr.com 

KPMG
Russell Court, St Stephen’s Green Dublin 2

Contact: Michael J Kelly, Associate Director 

Tel: 01 410 1712 Fax: 01 412 1712 

Mob: 086 605 1712 email: michael.kelly@kpmg.ie  

Contact: Paul O’Brien, Actuary 
Tel: 01 410 1832 Fax: 01 412 1832 

Mob: 087 744 1832 email: paul.obrien@kpmg.ie 

Audit & Accountancy Services

PRICEWATERHOUSECOOPERS

Wilton Place, Dublin 2Contact: Alan Hardie  Tel: 01 704 8709   

email: alan.c.hardie@ie.pwcglobal.com

Anna Kinsella  Tel: 01 662 6171   
email: anna.kinsella@ie.pwcglobal.com

Investment Consulting

Mercer Human Resource Consulting helps organisations create business value

through their people. We work with our clients in ways that enable them to identify

and quantify the linkages between their employees, their HR programmes and

policies, and their organisation’s success. Our special areas of emphasis include

employee benefits, compensation, communication, administration, actuarial and legal

services. We also advise on investment issues. We partner with our clients in all

aspects of strategic and operational human resource consultation. 

KPMG Pension & Actuarial Consulting is the Irish member of KPMG's international

network of actuarial and benefit consulting practices. Services include actuarial

advice, investment strategy, employee benefits consulting, communication and

administration services. 

MERCERConsulting, Charlotte House, Charlemont Place, Dublin 2

Contact: Tom MurphyTel: 01 603 9700email: tom.murphy@mercer.com 
Website: www.mercerhr.com 

Mercer Investment Consulting is a separate limited company within the Mercer

group, regulated by the Central Bank of Ireland to impart expert investment advice to

pension fund clients and to a myriad of other institutional organisations.

WATSON WYATT65-66 Lower Mount Street, Dublin 2
Contact: Linda Stewart, Watson Wyatt LLP

Tel: 01 661 6448 Fax: 01 676 0818

email: lynda.stewart@eu.watsonwyatt.com

Watson Wyatt combines human capital and financial expertise to deliver business

solutions that drive shareholder value. Everything we do – from tackling sensitive

change issues to advising on benefit plans – helps clients align their people and

financial strategies to meet their business objectives.  Our actuaries and consultants

are committed to providing the highest quality advice in our specialist areas,

including employee benefits, administration, investments, human capital strategies

and insurance and financial services.

Our actuarial team provides full professional actuarial services to employers,

including:• Advising on the funding position of defined benefit/final salary pension schemes

• Regular valuations of pension scheme assets and liabilities 

• Presentation of statutory Actuarial Funding Certificates  

• Special advice required in the acquisition or sale of a business 

• Support to auditors on compliance matters 

• Advice and assistance on accounting standards – FRS 17 / IAS 19 / FAS 87 

Auditing of pension, annual reports and accounts.

PRICEWATERHOUSECOOPERS

Wilton Place, Dublin 2Contact: Pat Scanlon Tel: 01 678 9999  

email: pat.scanlon@ie.pwcglobal.com

Tom Wright email: tom.wright@ie.pwcglobal.com

Brian Nielan  email: brian.neilan@ie.pwcglobal.com  

Grant Thornton is a premier provider of business advisory services including: 

• Accounting • Audit  • Company Secretarial  • Consulting • Corporate Finance 

• Corporate Recovery & Insolvency • Corporate Taxation • Personal Financial 

Planning • Personal Taxation  • Human Resource Consulting.

GRANT THORNTONAshford House, Tara Street, Dublin 2
Contact: Aidan Connaughton
Tel: 01 433 2400 Fax: 01 433 2438

email: aconnaughton@gt-irl.com
Website: www.gt-irl.com

BUCK CONSULTANTS1 Sandyford Business Centre, Burtonhall Road, Dublin 18

Contact: Derek McNamee 
Tel: 01 295 8345 Fax: 01 294 2358 

email: derek.mcnamee@buckconsultants.ie

Buck Consultants is one of Ireland's leading firms of actuarial and employee

benefits consulting firms.  We have earned an excellent reputation for the

provision of pension scheme services, reflecting the quality of our work, our ability

to communicate, our responsiveness to clients' needs and our overall high level of

professional commitment.


