STATUTORY RULES OF NORTHERN IRELAND
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The Hybrid Schemes Quality Requirements Rules
(Northern Ireland) 2012

Made - - - - 29th June 2012

Coming into operation - Ist July 2012

The Department for Social Development makes the following Rules in exercise of the powers
conferred by section 24(2) to (4) of the Pensions (No. 2) Act (Northern Ireland) 2008(a).

Citation, commencement and interpretation
1.—(1) These Rules may be cited as the Hybrid Schemes Quality Requirements Rules (Northern
Ireland) 2012 and shall come into operation on Ist July 2012.
(2) In these Rules—
“contracted-out employment” shall be construed in accordance with section 21(4);

“contracted-out scheme” shall be construed in accordance with section 3(b) of the Pension
Schemes Act;

“normal pension age” has the same meaning as in section 175 of the Pension Schemes Act;

“the paragraph (a) quality requirements” means the requirements for a money purchase
scheme under section 20(c) (and referred to in relation to hybrid schemes in section 24(1)(a));

“the paragraph (b) quality requirements” means the requirements for a defined benefits
scheme under sections 21 to 23(d) (and referred to in relation to hybrid schemes in section

24(1)(b));
“relevant scheme” has the meaning given by rule 2(2).

(3) In these Rules any reference to a numbered section is a reference to the section of the
Pensions (No. 2) Act (Northern Ireland) 2008 bearing that number.

Application: general
2.—(1) These Rules apply to any hybrid scheme which falls within any of the descriptions
specified in rules 3 to 8.

(2) Any scheme of a description specified in a particular rule is referred to in that rule as “a
relevant scheme”.

(a) 2008 c. 13 (N.L)

(b) Section 3 was amended by Article 133(1) of the Pensions (Northern Ireland) Order 1995 (S.I. 1995/3213 (N.I. 22)) and
paragraph 2 of Schedule 4 to the Pensions Act (Northern Ireland) 2008 (c. 1 (N.L))

(¢) Section 20 was amended by regulation 3(2) of S.R. 2012 No. 120

(d) Section 22 was amended, and section 23 was substituted, by section 12 of the Pensions Act (Northern Ireland) 2012 (c. 3
(N.L)



(3) In relation to each description of a relevant scheme, rules 3 to 8 set out—

(a) how section 24(1) is to be applied in order to determine whether a particular scheme
satisfies the quality requirements in relation to a jobholder, and

(b) if any such requirements are subject to prescribed modifications in their application to
such a scheme.

Contracted-out hybrid schemes

3.—(1) The hybrid schemes specified by this rule are hybrid schemes which are contracted-out
schemes.

(2) In the application of section 24(1) to a relevant scheme—

(a) in relation to any jobholder who is in contracted-out employment, apply the paragraph (b)
quality requirements (with the result that section 21(1) shall apply), and

(b) in relation to any jobholder who is not in contracted-out employment, the question as to
which are the appropriate requirements for the scheme is to be determined in accordance
with rules 4 to 8.

General rule for hybrid schemes

4.—(1) The hybrid schemes specified by this rule—

(a) are schemes under which the benefits to be paid to or in respect of members include both
defined benefits and money purchase benefits, but

(b) do not include—

(i) in relation to jobholders who are in contracted-out employment, any contracted-out
scheme, or

(i1) any scheme falling within a description specified in any of rules 5 to 8.

(2) In the application of section 24(1) to a relevant scheme, treat the provisions of the scheme
relating to defined benefits and the provisions of the scheme relating to money purchase benefits
as if they provided for benefits under separate schemes and—

(a) in respect of the money purchase benefits provisions, apply the paragraph (a) quality
requirements;

(b) in respect of the defined benefits provisions, apply the paragraph (b) quality
requirements.

(3) For the purposes of paragraph (2), if either the paragraph (a) quality requirements or the
paragraph (b) quality requirements are satisfied, it is irrelevant whether the other paragraph’s
requirements are satisfied.

Sequential hybrid schemes

5.—(1) The hybrid schemes specified by this rule are schemes under which the benefits to be
paid to or in respect of members include both defined benefits and money purchase benefits,
where a member—

(a) may not at the same time accrue both defined benefits and money purchase benefits, but

(b) may, in accordance with scheme rules, cease accruing one description of benefits and
start accruing the other.

(2) In the application of section 24(1) to a relevant scheme—
(a) apply the general rule set out in rule 4(2), but

(b) for the purposes of this rule, the paragraph (a) quality requirements and the paragraph (b)
quality requirements must each be satisfied in relation to the provisions of the scheme to
which they are applied.



Self-annuitising hybrid schemes

6.—(1) The hybrid schemes specified by this rule are schemes under which—

(a) the rate or amount of pensions or other benefits to be paid to or in respect of members on
or after their retirement at the normal pension age will be calculated wholly by reference
to a payment or payments made by the member or by another person in respect of the
member (or transfers or other credits), and

(b) a number of the pensions or other benefits provided to members on or after their
retirement at the normal pension age shall be paid from the scheme’s resources.

(2) In the application of section 24(1) to a relevant scheme, apply the paragraph (a) quality
requirements.

Combination hybrid schemes

7.—(1) The hybrid schemes specified by this rule are schemes under which members accrue
both defined benefits and money purchase benefits in respect of the same period of service.

(2) In the application of section 24(1) to a relevant scheme, treat the provisions of the scheme
relating to defined benefits and the provisions of the scheme relating to money purchase benefits
as if they provided for benefits under separate schemes and determine which requirements are to
apply to the scheme in accordance with paragraphs (3) and (4).

(3) The first step is to apply the general rule set out in rule 4(2) and, if either the paragraph (a)
quality requirements or the paragraph (b) quality requirements are satisfied—
(a) itis irrelevant whether the other paragraph’s requirements are satisfied, and
(b) there is no need to take the second step.

(4) The second step is to determine whether the paragraph (a) quality requirements and the
paragraph (b) quality requirements may nevertheless be regarded as being satisfied in accordance
with the modifications set out in regulation 43 of the Occupational and Personal Pension Schemes
(Automatic Enrolment) Regulations (Northern Ireland) 2010(a) (modification allowing different
quality requirements to be satisfied in aggregate).

Schemes where more than one rule applies

8.—(1) The hybrid schemes specified by this rule are schemes under which—

(a) the benefits to be paid to or in respect of members on or after their retirement are such
that, if the scheme provided only those benefits, it would fall within any description of
schemes specified in rules 3 to 7, and

(b) such other benefits of any description which are such that, if the scheme provided only
benefits of that description, it would fall within any other description of schemes
specified in rules 3 to 7.

(2) In the application of section 24(1) to a relevant scheme—

(a) treat the provisions of the scheme which provide for the different descriptions of benefits
within paragraph (1)(a) or (b) as if they provided for benefits under separate schemes, and

(b) in respect of each such separate scheme, apply the quality requirements which, in
accordance with rules 3 to 7, would apply to the scheme.

Sealed with the Official Seal of the Department for Social Development on 29th June 2012
(L.S)

Anne McCleary
A senior officer of the Department for Social Development

(a) S.R.2010 No. 122; regulation 43 is amended by regulation 2(20) of S.R. 2012 No. 232



EXPLANATORY NOTE
(This note is not part of the Rules)

To fulfil their duties under Part 1 of the Pensions (No. 2) Act (Northern Ireland) 2008
(“employers’ duties”), employers are able to use a range of pension scheme types each of which
has to satisfy certain quality requirements. Section 24 of that Act provides that a hybrid scheme
will satisfy the quality requirements if it satisfies the requirements of subsection (1)(a) or (b)
whichever is appropriate (“the paragraph (a) quality requirements” and “the paragraph (b) quality
requirements”). Hybrid schemes are schemes which are composed of both money purchase and
defined benefits elements.

These Rules set out how to determine whether the paragraph (a) quality requirements or the
paragraph (b) quality requirements apply to a scheme or part of a scheme as appropriate.

An assessment of the impact of the employers’ duties is included in the Regulatory Impact
Assessment which accompanied the Pensions (No. 2) Act (Northern Ireland) 2008, a copy of
which has been laid in the Business Office and the Library of the Northern Ireland Assembly.
Copies of that Assessment are available from the Department for Social Development, Social
Security Policy and Legislation Division, Level 1, James House, 2-4 Cromac Avenue, Gasworks
Business Park, Ormeau Road, Belfast BT7 2JA or from the website:
http://www.dsdni.gov.uk/index/ssa/ssani-publications/ssani-pensions-publications.htm.
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