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An Update on the Default Regula ons – Part One of Three:
General and Default Investment Strategy
What are the “default regulations”?
Regulation 37 to 40 to the Pension Funds Act are colloquially called the “default regulations”. These amendments
to the Regulations to the Pension Funds Act were published on 25 August 2017.
The regulations ultimately require every retirement fund to put in place and implement:
Ÿ A default investment strategy (Regulation 37)
Ÿ The default preservation and portability requirements (Regulation 38); and
Ÿ A fund annuity strategy (Regulation 39).
The onus for the facilitation and implementation of the regulations falls to the board of management (“the board”)
and it is, therefore, important that the board fully understands what is expected.
Guidance Notice 8 of 2018 provides guidance on the default regulations and was issued by the Financial Sector
Conduct Authority (the “Authority” or “FSCA”) on 12 December 2018.
By when are funds required to comply with the default regulations?
All funds are to comply with the default regulations by 1 March 2019. This date has not been moved.
The FSCA has stated in Guidance Notice 8 of 2018 that it will be examining funds' compliance from 1 March 2019.
This means that funds will need to retain evidence of compliance with the regulations from that date.
To which funds do each of the default regulations apply?
The FSCA's Guidance Notice 8 of 2018 provides the following handy table that sets out to which type of fund each
of the Regulations applies.
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This publication does not provide advice or legal opinion. If you have any questions/comments on the above, please contact your consultant.
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Exemptions generally
The FSCA may exempt a person (like a fund) or class of person (like a category of funds) from speciﬁc provisions
of the default regulations. Attached to Guidance Notice 8 of 2018 is a standard exemption form which must be
submitted online. Exemptions are granted in writing and published on the FSCA's website. This may prove useful
as it will allow other funds to see what exemptions are permitted.
Regulation 37 - Retirement Fund Default Investment Strategy
Requirement to include default investment portfolio(s)
As we know, Regulation 37 provides that every fund with a deﬁned contribution category, to which members
belong as a condition of their employment, will need to amend their investment policy statement to include one or
more default investment portfolios.
Participating employer's role in relation to the board
FSCA Guidance Notice 8 of 2018: the participating employer of a fund may choose the default investment
portfolio that will apply to that participating employer's members. However, the choice and appropriateness of
default investment portfolios on offer as well as ensuring the employer's selection is appropriate for the members
remains with the board.
What if the fund has only one investment portfolio?
FSCA Guidance Note 8 of 2018: if there is only one investment portfolio in the fund, then this becomes the default
investment portfolio and it must comply with the regulations.
Communication to members
As we know Regulation 37 requires compulsory and extensive communication by boards to members regarding
default investment portfolios. For example, about the composition of assets, the performance and fund returns as
well as fees and charges.
FSCA Guidance Note 8 of 2018: requires that (a) the asset composition, (b) performance of the default portfolios
compared to appropriate benchmarks, (c) top 10 holdings by value, and (d) fund returns for the current and last
two previous ﬁnancial years should be communicated to members at least every year.
The FSCA may, at some stage, issue standards for the communication.
Timing for compliance of existing default investment portfolios
FSCA Guidance Notice 8 of 2018: from 1 March 2019 all default investment portfolios must comply with the
regulations. If they do not comply, they will not be considered a default investment portfolio.
Members must be moved from old non-compliant default investment portfolios to new compliant default
investment portfolios before 1 March 2019. Boards must communicate with their members about this move.
There are no phasing-in provisions that will allow non-compliant default investment portfolios, which already
exist, to continue to exist after 1 March 2019.
This publication does not provide advice or legal opinion. If you have any questions/comments on the above, please contact your consultant.

