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Clawbacks, crash-era
restrictions and angry
retirees: Inside Bank of
Ireland’s €500m pensions
row
The lender is at loggerheads with pensioners

who feel it’s beyond time restrictions on their

pensions stemming from the financial crash

are lifted

From left: Myles O’Grady, Bank of Ireland’s chief executive

and Richie Boucher, former chief executive, Bank of

Ireland Picture: Feargal Philips

On April 7, 2010, in the depths of the
financial crash, Bank of Ireland gravely
informed the 18,000 members of its main
pension scheme that their retirement
benefits were set for a substantial haircut.

“The current position is unsustainable,”
senior executives, including then chief
executive Richie Boucher, wrote in a letter
announcing changes to the lender’s defined
benefit fund, then €1.6 billion in deficit amid
a brutal banking crisis.

Three years later, with the fund still in
deficit, the bank came back for more,
introducing fresh restrictions.

“Despite the progress made to address the
pension deficit in the schemes at the time ...
further external changes have caused the
deficit to increase again,” it said, in a letter
dated October 29, 2013.

A lot has changed at Bank of Ireland since
those days. Today, the lender is enjoying
record profits, and its pension scheme is
back in surplus. As of last week, its share
price was €10.12 – 225 per cent higher than
January 2013, when it stood at €3.12.

Yet thousands of retired members of the
fund are still living on significantly curtailed
pensions, with the bank refusing to lift
crisis-era restrictions despite repeated
requests from former staff.

Documents obtained by the Business Post,
stretching back more than 14 years, show
how Bank of Ireland retirees are still having
a portion of their annual pension increases
clawed back under cutbacks introduced in
2010 and again in 2013.
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Many pensioners feel they are being
squeezed financially by their former
employer even as its underlying profits
topped €2 billion last year.

They are frustrated that while the bank has
paid back the government for its €4.7 billion
bailout, reintroduced staff bonuses worth
up to €20,000 and announced dividend
schemes worth nearly €2.5 billion, their
pensions are still subject to recessionary
curbs.

Several have written to the bank in recent
years calling for the lifting of the
restrictions, and the issue was raised
publicly at its AGM in May.

The Business Post has also established that
the fund has been the subject of a complaint
to the Pensions Authority in the last year,
while some members contacted the Irish
Banking Culture Board about the issue in
January 2024. Both bodies have opted not to
pursue the matter.

In response, Bank of Ireland has pointed out
that most defined benefit pension funds
have closed in recent years, and that many
of those that still exist “don’t pay any
increase in benefits”.

Increasing the benefits for retirees would
“result in increased volatility of the scheme’s
funding position which is not in the best
interests of all members,” it said.

The bank has also stressed that it has an
obligation to ensure a “secure and stable
fund” that can pay benefits into the future.
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It said the fund “remains a very competitive
and generous pension scheme” and that
lifting the restrictions would add at least
€500 million to the cost of funding its
future obligations.

According to pensioners, its refusal to do so
merely means they, rather than the bank,
are bearing this €500 million cost.

How we got hereHow we got here
Today, Bank of Ireland’s staff pensions fund
– a defined benefit scheme which closed to
new entrants in 2006 – has around 16,000
members, 5,483 of whom are pensioners.

The remainder is split between dependants,
existing bank employees, and former staff
members who have yet to draw a pension.

Before the recession, retired members of
the fund received annual increases that
were determined by several factors –
including inflation, national pay norms and
increases to the salaries of staff still working
at the bank.

In 2010 and again in 2013, however, the bank
imposed a series of austerity-era cuts to the
fund.

Under these restrictions, members of the
fund receive pension increases linked to
inflation, but with a cap of 4 per cent and
with the first 1 per cent clawed back. Last
year, when the bank measured inflation at
6.4 per cent, members of the fund got a 3
per cent increase.

When it was introducing its reforms, Bank
of Ireland said the cuts represented a
“shared solution” as part of which it, as well
as members of the scheme, would
contribute to eliminating the fund’s deficit.

In 2010, it said that “if there is a group
pension fund surplus in the future,
consideration will be given to enhancing the
pension benefits available to members”.

Since then, Bank of Ireland has injected
more than €1 billion to tackle the deficit, in
addition to ongoing contributions of €850
million.

That, coupled with improved market
conditions and the restrictions imposed on
pensioners, has helped return the fund to a
surplus – €36 million as of June 2024.

This has coincided with a period of record
profitability at Bank of Ireland, which now
has strong capital buffers in place.

Despite that, the bank has opted not to lift
the restrictions to which pensioners are
subject, arguing that to do so would
increase the volatility of the scheme, and
would not be to the benefit of all members.

The bank’s viewThe bank’s view
In November 2023, Myles O’Grady, Bank of
Ireland’s chief executive, wrote in a
previously unreported letter to retirees that
allowing larger pension increases would
“materially increase the scheme’s costs,
weakening its sustainability for all
members”.

“I fully appreciate that current pensioners
may be disappointed that their individual
pensions aren’t increasing at a higher annual
rate at this point in time,” O’Grady wrote.

“However, we have to balance that against
the need to ensure we have a secure and
stable fund that can continue to pay pension
benefits over the longer term.”

That argument – that the surplus is
capricious, and that scrapping the
restrictions could compromise the pensions
of members of the scheme who have yet to
retire – has been echoed by other bank
executives, including chief financial officer
Mark Spain, in letters to retirees.

In recent months the bank has held several
meetings with retirees to discuss their
complaints. But, much to their chagrin, it
has so far refused to shift its position.

A Bank of Ireland spokesman pointed out
that pensioners currently make up only
one-third of the scheme’s membership, and
said the fund “must be in a position to
support a large proportion of members who
will retire in the future”.

“The use of any funding surplus for the
purpose of benefit improvements would
result in increased volatility of the scheme’s
funding position which is not in the best
interests of all members,” he said.

The €36 million surplus in the fund
represents a surplus of less than 1 per cent
when set against the bank’s “liability value” –
meaning the future payments it is obligated
to make to members – of more than €5
billion, the spokesman added.

The great de-riskingThe great de-risking
Several retirees think the case advanced by
their former employer does not stand up to
scrutiny. They believe that given its
supercharged profits and strong capital
generation, Bank of Ireland can afford to
make some concessions on their pensions.

Some are also frustrated that the bank has
started “de-risking” the fund in recent years
– meaning it has reduced the proportion
invested in higher-yielding, higher-risk
securities like equities, and increased the
proportion in lower-yielding investments
like government bonds.
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Between March 2022 and 2023, the portion
of the fund invested in these types of
investments increased from 39 per cent to
60 per cent. It’s expected to increase further
in the coming years.

Bank of Ireland says its approach is “critical”
to help “ensure that the scheme does not
find itself in a similar deficit situation to
2010 again”.

But some pensioners believe that the de-
risking strategy has harmed them more than
it has helped them, given the lower returns
it offers.

Separately, it did not escape pensioners’
attention that in 2022, the bank entered an
agreement with the trustees of the pension
scheme under which future service
contributions from 2022 to 2025 are paid
not directly into the fund, but into an
escrow account.

As of December 2023, the account had a
balance of €60 million.

As part of the agreement, if the pension
scheme's funding position weakens, Bank of
Ireland will transfer the money in the
escrow account into the fund. On the other
hand, if the position strengthens above
“agreed levels” – which the bank has not
publicly specified – the money will return to
the bank.

The bank has not directly explained the
rationale behind the establishment of an
escrow account, but a spokesman said its
escrow contributions were “in respect of
future service contributions for serving staff
and are not related to existing pensioners or
pension increases”.

“The escrow arrangement ensures that
those funds are available at all times should
the scheme require additional support, and
therefore the security of the scheme is not
impacted,” he said.
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To some pensioners, though, it looks like
the escrow account is designed to allow the
bank to recoup its contributions if it can.
They would rather the €60 million in the
escrow account was added directly to the
fund, where it could go towards removing
the restrictions on their pay increases.

The pensioners point out that the average
member of the pension scheme earned
about €28,000 last year. According to the
bank, the average is depressed by the
inclusion of people who only spent a “small
portion of their working career with the
organisation”.

Retirees also note that at AIB, the bank’s
main rival, members of its defined benefit
pension scheme receive index-linked
increases with no cap. Last year, AIB’s
pensioners got a 6.75 per cent increase.

Bank of Ireland, in riposte, has pointed out
that unlike AIB, which closed its defined
benefit scheme to future accrual in 2013, its
fund remains open to accrual for serving
staff.

One pensioner told the Business Post that
to them, the crux of the dispute is simple: a
big corporation, which has ample resources
to make a gesture that would help
thousands of its former staff, is refusing to
do so. The bank disputes this contention.

Either way, the situation for pensioners
looks unlikely to change any time soon.
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