The IOM FSA confirmed that it intends to base the new
provisions on the UK funding requirements. Over 60%
of respondents were concerned about the increased
costs imposed on schemes from this additional
regulatory and compliance burden. The feedback
statement indicates that some exemptions may be
appropriate and that the framework will be tailored to
the local pensions landscape.

In Issue 2 2025 of Bandwagon we reported on the
Isle of Man Financial Services Authority’s (IOM FSA)
consultation on changes to the Retirement Benefits
Schemes Act 2000. The proposed update to the
pensions legislation focussed on strengthening the
regulatory framework surrounding the funding and
governance of defined benefit (DB) schemes.

11 consultation responses were received from a
variety of industry stakeholders, including pension
providers, insurers and legal advisers.

Funding requirements

The feedback document highlights that, at
present, there is no statutory framework
governing how actuarial valuations are
prepared, how deficits are addressed and how
schemes should respond to underfunding.
It goes on to say that “it understood that
most trustees and appointed actuaries have
voluntarily followed the UK DB funding
standards”, although this has not been our
experience.
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The draft legislation includes a number of new pension
terms and we have summarised the key ones below.

Following detailed analysis of these responses, the IOM
FSA published its Feedback Statement on 4 February,
together with an “unofficial” draft of the updated
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legislation. This comprehensive document addresses

the concerns raised and either confirms where changes
are intended to be made to address those concerns, or
provides commentary on why a particular proposal is still
to go ahead as originally intended.

What has been confirmed?

« The IOM FSA are committed to ensuring that the
regulatory framework will be proportionate, effective
and workable in practice

« The primary legislation is intended to be flexible (which
it is why it is lacking in specific detail)

+ The detailed requirements will be in secondary
legislation and will include the provision for
exemptions in some areas

 Associated guidance is to be issued, in addition to the
secondary legislation

« There will be further consultation on both the
secondary legislation and the guidance

 The legislation will be introduced in phases, with the
licensing of trustees and administrators the highest
priority

Pension scheme accounts

Trustees will be pleased to know that the 6 month
deadline for producing audited accounts after the
scheme year end is to be amended. In practice, many
schemes have struggled to meet this timescale for a
variety of reasons; delays in obtaining asset values from
third parties and audit capacity are some areas that have
been problematic in practice. The time scale will now be
prescribed by regulation, although it is not clear what the
revised timeframe will be.

Concerns were also raised around the need for scheme
accounts to be audited and the feedback confirms

that the audit provisions and any exemptions will be
considered as part of secondary legislation and will
include consultation.

Pension Funding Jargon Buster

Regular Scheme Valuations - A full actuarial valuation every 3 years, which would need to be certified by the
scheme actuary. Shorter “Actuarial reports” would be required during the intervening years to update trustees
on developments affecting the funding position.

Statutory Funding Objective - Schemes would be required to hold sufficient and appropriate assets to meet

the Technical Provisions.'

maturity

Statement of Funding Principles - This would set out the Trustees’ policy for meeting the Statutory Funding
Objective and the method and assumptions for calculating the Technical Provisions.

Deficit Recovery Plans - If a scheme were underfunded, trustees would need to agree a plan with the
employer to correct the shortfall over an agreed period.

Schedule of Contributions - This would be prepared by the Trustees and set out the rates of contributions to
be paid by the employer (and any active members if appropriate) and the dates by which the contributions had
to be paid. This document would also need to be certified by the scheme actuary.

Statement of Investment Principles - Trustees must document their investment policy and objectives.
Funding and Investment Strategy - Trustees must develop a strategy for how the benefits will be provided
over the long-term, expected maturity, investment approach and funding level when the scheme reaches

Statement of Strategy - Written statement of the Scheme’s Funding and Investment Strategy, including
implementation progress, key risks, and reflections on major decisions.

Conclusions

While the recognition that the timescale for producing audited scheme accounts is to be reviewed is
to be welcomed, interestingly, the feedback indicates that there are only around 30 Isle of Man DB

or hybrid schemes. Given this is a small (and declining) number, and DB schemes more widely are
now much better funded than they were say 5 years ago, we would question whether the potential
additional administrative burden and costs on 30 DB schemes is necessary or proportionate, given the
large surpluses that the majority of DB schemes now enjoy.

'The Technical Provisions is the amount required (determined by an actuarial calculation) to make provision for a scheme’s liabilities.

| Ly BwCl |



