Eversheds’ Global Guide to Pensions Law

Helping you meet your international challenges

Introduction
This guide has been created to provide you with a quick reference guide to the
regulation of pension provision in major global jurisdictions. It is a useful starting
point for information when you are considering international pensions law issues.

About Eversheds
We have the capability and experience to provide all of your
legal advice on pension issues from large multi-jurisdictional,
long-term strategic projects through to individual issues or
cases. We have specialists in all aspects of pensions law and
have clients in all sectors. Our clients include international
businesses throughout the world and we have extensive
experience of project managing and coordinating services
across jurisdictions and time zones.
Eversheds advises on the full range of pensions issues including:
• establishing, administering and amending pension schemes;
• pension scheme change, closure and wind-ups;
• funding and investment matters;
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• dispute resolution; and
• pensions aspects of corporate transactions and
outsourcings.

Our team
With offices across Europe, the Middle East, Africa and
Asia, our pensions team is one of the largest in the world.
This means we can provide legal support ‘on the ground’
globally. Our team is made up of our core UK pensions
lawyers, supported by pension specialists in our offices
across Europe, the Middle East, Africa and Asia.
In addition, we have a global network of ‘best friend’ firms.
We use our existing relationships with these firms to provide
you with a seamless service around the world.

How to use this guide
This guide contains a quick reference guide to some
common pensions issues in major global jurisdictions.
If you need further details or advice in relation to any
international pensions issue, please contact one of the key
contacts below. They will be able to arrange specialist advice
from the relevant jurisdiction.

The information in this document is intended as a guide only.
Whilst the information it contains is correct as at 1 June 2012,
it is not a substitute for appropriate legal advice. Eversheds
LLP can take no responsibility for actions taken based on the
information in the document.

Key contacts
For more information, please contact:
Liz Fallon
Partner
Direct: +44 207 919 1496
Main: +44 20 7497 9797
lizfallon@eversheds.com

Ewan Nelson
Principal Associate
Direct: +44 207 919 0714
Main: +44 20 7497 9797
ewannelson@eversheds.com
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Austria
Issue

Guidance

What is provided by
the state?

A state pension. There are two types of State pensions: a pension for those persons who have paid contributions
and a pension for surviving members of the family. The pension for contributing individuals can be:

1.
1.1

- a standard old-age pension;
- a heavy workers pension;
- an early pension; or
- an ill health pension.
In order to be entitled to an old age pension, an individual must have paid or be deemed to have paid insurance
contributions for a certain period of time: currently, at least 180 months.
1.2

How is the state
pension funded?

The state pension is funded by a mandatory Pay As Your Earn system. Total contributions of 22.8% of gross
income are paid. This is made up of an employer contribution of 12.55% and an employee contribution of
10.25%. Contributions are capped at individual thresholds

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 65 for men and 60 for women. From 2024, the retirement age for women will be increased by six
months per year so that an equal retirement age of 65 will be reached by 2034.

Is there provision
beyond the state
pension?

Yes, additional pension rights may be introduced through a plant agreement or through individual agreements
between an employer and employee.

2.
2.1
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Is there a mandatory
pension provision for
these schemes?

Most pension rights are regulated by the Company Pension Act 1990. That Act was drafted to synchronise with
the parallel tax legislation so that if employers and employees wish to take advantage of any pension-related tax
incentives, they must set up a pension scheme complying with the Act.
The Company Pension Act covers three types of pensions:
- the employer’s participation in a pension fund (Pensionskasse), where the employer pays regular contributions
to the fund and the employee receives a pension from the fund; or
- an insurance-backed pension, where the employer takes out and funds life insurance for the benefit of the
employee, and the employee (or his heirs) receives the insurance benefits; or
- a direct pension, where the employer is under a direct obligation to pay a pension to the employee.

2.3

What benefits do
these provide?

They typically provide pension benefits on a defined benefit or defined contribution basis.

2.4

How are these
schemes funded?

Employer and employee contributions.

2.5

Is there any funding
requirement?

No, there is no legal funding requirement.

2.6

Is there any
If the employer becomes insolvent only direct pensions pursuant to the Company Pension Act 1990 will be
protection if the
secured (to a limited extent).
scheme is underfunded or the
employer is insolvent?
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How is the scheme
provided?

The Company Pension Act 1990 covers three different types of pension arrangement:

3.
3.1

- the employer’s participation in a pension fund, where the employer pays regular contributions to the fund and
the employee receives a pension from the fund;
- an insurance-backed pension, where the employer takes out and funds life insurance for the benefit of the
employee, and the employee (or his heirs) receives the insured benefits; or
- a direct pension, where the employer is under a direct obligation to pay a pension to the employee.

3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

The trustees and the employer are responsible.
Either the employer or the pension fund is responsible, depending on the scheme.

4.
4.1

What is the statutory
and regulatory
framework?

The main pensions legislation in Austria is:
- the General Retirement Income Act (APG);
- the General Social Insurance Act (ASVG);
- the Employment Law Harmonisation Act (AVRAG);
- the Labour Relations Act (ArbVG); and
- the Company Pensions Act.
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4.2

Consequences of a
breach?

Regarding the state pension system, the employer is solely responsible for deducting and paying social
insurance contributions. The employers may be fined or prosecuted by the relevant authority for breaches of
their duty to remit the social insurance contributions.

4.3

Other powers held by
the regulatory body.

Regarding the state pension system, the employer is solely responsible for deduction and payment of social
insurance contributions. The employers may be fined or prosecuted by the relevant authority for breaches of
their duty to remit social insurance contributions.
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1.1

What is provided by
the state?

A state pension of 75% of average lifetime wages for those with a dependant spouse and 60% for all others.

1.2

How is the state
pension funded?

Compulsory contributions paid by all workers of 16% of gross income.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65.

2.1

Is there provision
beyond the state
pension?

Yes, private sector defined benefit and defined contribution pension schemes may be provided. Most private
pension schemes are only available to white-collar workers.

2.2

Is there a mandatory
pension provision for
these schemes?

Only death benefits need to be provided to all employees.

2.3

What benefits do
these provide?

They may provide beneits calculated on either a defined benefit basis (with pensionable salary based on the
state pension ceiling), or on a defined contribution basis. In both cases the scheme will pay out a lump sum
with the option for the member to then buy an annuity.

2.4

How are these
schemes funded?

Employer and employee contributions into a group insurance policy.

2.5

Is there a funding
requirement?

There is a minimum funding requirement for defined benefit pension schemes and a guaranteed return imposed
on defined contribution pension schemes.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

The scheme is provided via a group insurance policy.

3.2

What benefits are
typically provided?

Retirement benefits, death and ill-health benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework agreement?

Since pension schemes are actually group insurance policies, they are subject to the rules enacted by the
Banking and Insurance Commission (CBFA). Insurance companies are subject to specific legislation regarding
the control of their activities but this is not specific to pension schemes.

4.2

Consequences of a
breach?

As pension schemes are group insurance policies, they are subject to the rules enacted by the Banking and
Insurance Commission (CBFA). Insurance companies are subject to specific legislation regarding the control of
their activities but this is not specific to pension schemes.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to
mention.

2.6

3.

4.
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What is provided by
the state?

The state provides the following pension benefits (provided certain conditions are fulfilled):

1.
1.1

- old-age pensions;
- invalidity pensions;
- widows’/widowers’ pension; and
- orphans’ pensions.
The old-age pension is provided to people who reach the statutory retirement age and who have paid
contributions for the requisite period of time. The retirement age and number of years for which contributions
must be paid are being increased gradually. This type of pension has two components - a basic amount
specified as a fixed amount and a percentage amount based on paid insurance.

1.2

How is the state
pension funded?

The state pension is funded through a mandatory employer pension insurance contribution of 21.5% of the
assessment base and a mandatory employee pension insurance contribution of 6.5% of the assessment base.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 65 for men, childless women and women who have 1 child and 62-64 for other women,
depending on the number of children raised. The individual must also have 25-35 years of contributions/
period of insurance (depending on the calendar year in which the individual reaches retirement age).

Is there provision
beyond the state
pension?

Yes, the pension system is currently divided into two pillars:

2
2.1

- the state pension, and
- supplementary funded pensions.
A third pillar (requiring mandatory funded pensions) is a key part of pending reforms.
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2.2

Is there a mandatory
pension provision for
these schemes?

Yes, there is currently special statutory regulation for supplementary funded pensions.

2.3

What benefits do these
provide?

Defined contribution benefits.

2.4

How are these
schemes funded?

Employee and state contributions (and employer contributions which are not mandatory).

2.5

Is there any funding
requirement?

There are stringent solvency requirements, strict rules for the investment of pension funds and pension funds have to
create a mandatory reserve fund of 5% of the profit.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

There is no insurance for fund schemes. Pension funds are regulated by a variety of means, but this is just a
precautionary measure. Pension funds are subject to supervision by the Czech National Bank, which is entitled to
withdraw the licence of a fund.

3.1

How is the scheme
provided?

In order to receive a supplementary funded pension, a person enters into an insurance contract for a
supplementary funded pension with a pension fund company chosen by a person who has the right to engage
in insurance activities in the Czech Republic.

3.2

What benefits are
typically provided?

Retirement benefits, death and disability pension.

3.3

Who is responsible?

The pension fund company is responsible.

3.
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What is the statutory
and regulatory
framework?

The main pensions legislation in the Czech Republic is:

4.
4.1

- Act no. 155/1995 Coll. on Pension Insurance;
- Act no. 589/1992 Coll. on Premium for Social Security and Contribution to the State Employment Policy;
and
- Act no. 42/1994 Coll. on Supplementary Pension Insurance with State Contribution.

4.2

Consequences of a
breach?

If an employer does not pay the state pension insurance contribution, the Social Security Authority may recover
the unpaid amount. With supplementary funded pension schemes, the Czech National Bank may withdraw the
authorization granted if a pension fund seriously breaches its duties.

4.3

Other powers held by
the regulatory body.

In respect of an administrative offence of a pension fund, the Czech National Bank or Ministry of Finance may
impose a fine of up to CZK 20,000,000.
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1.1

What is provided by
the state?

A state pension, which consists of a basic amount and an additional pension allowance.

1.2

How is the state
pension funded?

The state pension is funded by a tax-financed scheme.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65 to 67 depending on the year of birth.

2.1

Is there provision
beyond the state
pension?

Yes, this is based on an individual or a collective agreement.

2.2

Is there a mandatory
pension provision for
these schemes?

Only for collective agreements.

2.3

What benefits do these
provide?

Typically employer contribution is 2/3 and employee contribution is 1/3 of full pension contribution.

2.4

How are these
schemes funded?

Through employer and employee contributions.

2.5

Is there any funding
requirement?

No, there is no legal funding requirement.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

Sorry, no information available.

3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework?

There is very little legislative structure governing how a pension scheme should operate. Collective agreements often
contain rules which govern the operation of pension schemes.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to
mention.

2.6

3.

4.
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What is provided by
the state?

A state provides the following pension benefits:

1.
1.1

- old-age pensions;
- incapacity pensions;
- survivors’ pensions;
- national pensions;
- superannuated pensions; and
- old-age pensions under favourable conditions.

1.2

How is the state
pension funded?

The state pension is funded through the social tax - a financial obligation which is imposed on taxpayers to obtain
the revenue required for pension insurance and state health insurance. The rate of the social tax is 33% and the
proportion of social tax transferred into the state pension insurance funds is 20%.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 63 where that person also has a pension qualifying period earned in Estonia of 15 years.

Is there provision
beyond the state
pension?

Yes, the pension system is divided into three pillars:

2.
2.1

I pillar - the state pension
II pillar - mandatory funded pensions
III pillar - supplementary funded pensions.
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2.2

Is there a mandatory
pension provision for
these schemes?

Yes, the mandatory funded pension (II pillar).

2.3

What benefits do these
provide?

The mandatory funded pension is the main support to the state pension, providing supplementary income in
retirement.

2.4

How are these
schemes funded?

The mandatory funded pension is based on preliminary financing – a working person saves towards his or her
pension, paying 2% of their gross salary into the pension fund. The state then adds 4% out of the social tax that is
paid by the employee.

2.5

Is there any funding
requirement?

Subscription to the funded pension is mandatory for the persons entering the labour market, i.e. persons born in
1983 or later. The funded pension is voluntary for those born before the year 1983.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

Yes, a mandatory funded pension is a periodic benefit which is guaranteed pursuant to legislation and which is paid
from the pension fund or by an insurer. Therefore, the pension management companies are obliged to keep assets
of the pension fund separate from their other assets. The Financial Supervision Authority exercises supervision in this
regard.

3.1

How is the scheme
provided?

In order to receive a mandatory funded pension, a person enters into an insurance contract with an insurer chosen by
the person who has the right to engage in insurance activities in Estonia.

3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

The pension management companies (insurers) are responsible.

3.
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4.1

What is the statutory
and regulatory
framework?

There is a legislative framework relating to state pensions.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to
mention.

4.

18

France
Issue

Guidance

What is provided by
the state?

There are two levels of compulsory pension provision: (i) the ‘general’ state scheme, and(ii) ‘complementary’
schemes (which are managed by way of industry-wide collective agreements).

1.
1.1

The maximum ‘general’ state pension is approximately 50% of the average gross salary earned by the employee
in his 25 most advantageous years. Contributions to a ‘complementary’ pension scheme entitle an individual to
pension points which add to their ‘general’ state pension.
1.2

How is the state
pension funded?

The state pension is funded through mandatory contributions from both the employer and employee calculated
on the basis of the income of the employee. The employee’s contribution is deducted at source by the employer
who is responsible for the payment of the whole contribution.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 70 or (65 onwards with the written consent of the employee for involuntary retirement). However, an employee
can consider voluntary retirement before that age.

Is there provision
beyond the state
pension?

Additional pension plans may be implemented at industry, company or plant level. They are generally linked to
insurance contracts which operate on the basis of a capitalisation system.

Is there a mandatory
pension provision for
these schemes?

Where the additional pension has been implemented at an inter-professional level, certain provisions will be
mandatory.

2.
2.1

2.2

The scheme can be set up either by collective bargaining agreements, referendum within the company or a unilateral
decision by the employer.

Otherwise the relationship is contractual, the employer can decide whether to set up a compulsory scheme, or one
where joining is voluntary. The employer can also choose whether benefits will be calculated on a defined benefit or
defined contribution basis.
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2.3

What benefits do these
provide?

Generally defined contribution benefits but it depends on the insurance contract.

2.4

How are these
schemes funded?

Employer and employee contributions. However, if the scheme has been set up unilaterally by the employer, the
employees cannot be required to contribute.

2.5

Is there any funding
requirement?

Yes, there is a minimum funding requirement for defined benefit schemes.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

This will depend on the contract with the insurance company.

3.1

How is the scheme
provided?

Additional schemes are generally managed externally by insurance companies (formally approved by the French
authorities) that have contracted directly with the employer.

3.2

What benefits are
typically provided?

Retirement, ill-health and death benefits, although there may be variations, depending on the individual provisions of
the insurance contract.

3.3

Who is responsible?

The employer is responsible for the proper execution of its obligation. The insurance company is responsible for the
proper running of the scheme.

3.
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4.1

What is the statutory
and regulatory
framework?

Code de la Sécurité Sociale (Social Security Code), Code des assurances (Insurance Code) and Collective Bargaining
Agreements.

4.2

Consequences of a
breach?

If the guarantees provided for in the insurance contract are not carried out, the employer can be forced to pay
damages to the employees or their successors.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

4.
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1.1

What is provided by
the state?

A state pension is provided for a person working as an employee or similar. That pension amounts to
approximately 70% of average lifetime wages taking into account the pension contribution ceiling (currently
€66.000,00 per year for West Germany and €57.600,00 per year for East Germany). People not working as an
employee or similar may volunteer to become a member of the statutory old age pension.

1.2

How is the state
pension funded?

The state pension is funded through a mandatory PAYE system for people working as an employee or similar.
Contributions equal to 19.9% of gross income (taking into account the pension contribution ceiling) are paid in equal
shares by an employer and the employee. The employee’s contribution is deducted from income. The employer is
responsible for the payment of both employer and employee contributions.

1.3

Is there a state normal
retirement date (NRD)?

Yes. 65, increasing to 67 between 2012 and 2029.

2.1

Is there provision
beyond the state
pension?

Employers are not obliged to grant any pension rights or to set up a pension plan for their employees. However,
they are obliged to deduct a maximum of 4% of the employee’s income (taking into account the pension
contribution ceiling) and to transfer this amount to a pension arrangement of the employee’s choice (i.e. direct
insurance) on the employee’s request. However, employers may voluntarily decide to set up a company pension
scheme. In this case the provisions of the Company Pension Act (Betr AVG) will apply.

2.2

Is there a mandatory
pension provision for
these schemes?

The employee’s entitlement to salary sacrifice is stipulated in the Company Pension Act. Beyond this, the statutory
provisions of the Company Pension Act apply where the employer decides to voluntarily set up a pension scheme.
The Company Pensions Act distinguishes between five types of company pensions. Those may be structured as
defined benefit, or hybrid schemes. Under German law a pure defined contribution scheme is not permitted, as this
would transfer the investment risk to the employee.

1.

2.
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2.3

What benefits do these
provide?

Company pension plans may provide benefits on retirement, death or incapacity. Such plans will be either defined
benefit or hybrid plans because under German law a pure defined contribution scheme is not permitted, as this
would transfer the investment risk to the employee.

2.4

How are these
schemes funded?

Employer or employee contributions, or both.

2.5

Is there any funding
requirement?

As there is no requirement to set up a pension scheme there is no funding requirement. However, when an
employer voluntarily sets up a pension scheme it is obliged to fund the scheme unless it decides to close it in the
future.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

Yes, there is mandatory insolvency insurance to fund schemes. Every employer who grants a company pension
scheme is obliged to take out insolvency insurance. However, payouts by the insolvency insurance in case of the
insolvency of the employer are currently capped at €7.455,00 per month (which might only be relevant for relatively
highly paid employees).

How is the scheme
provided?

The Company Pension Act covers five types of pensions:

3.
3.1

- Direct Pension Commitments;
- Direct Insurance;
- Pension Fund;
- Pension Pool; and
- Support Fund.
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3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

If the employer voluntarily sets up a scheme it assumes responsibility. However, responsibilities differ depending upon
the type of pension scheme as well as whether it is a defined benefit or a defined contribution scheme.

4.1

What is the statutory
and regulatory
framework?

The main pensions legislation in Germany is the Company Pensions Act (“Betriebsrentengesetz-BetrAVG”). There is
no regulatory body.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

4.
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1.1

What is provided by
the state?

The state pension (transition) is paid to people aged 65 who have retired from work and who have paid
sufficient social insurance contributions. At age 66 there is a transfer to the state pension (contributory). It is not
means tested. The state pension (non-contributory) may be paid from age 66 to people that do not qualify for a
state contributory pension and who pass a means test.

1.2

How is the state
pension funded?

The state pension is funded through Pay Related Social Insurance (PRSI) contributions paid by individuals during
their working life. Currently 5 years of PRSI contributions must have been made to be eligible to a contributory
pension, but this increases to 10 years of PRSI contributions for those retiring from 2012 onwards.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65 but it is proposed to increase to 66 in 2014 and to 68 by 2028.

2.1

Is there provision
beyond the state
pension?

Yes, voluntary defined benefit and defined contribution arrangements may be offered, although 46% of employees
do not have any private or occupational or pension provision and 64% of self employed workers have no private
provision.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes, where employers do not offer employees an occupational pension scheme or limit access to it in some way they
must provide excluded employees with access to a Personal Retirement Savings Account (PRSA), but they do not
need to make employer contributions to it.

2.3

What benefits do these
provide?

They may be defined benefit or defined contribution. In defined benefit arrangements, the sponsoring employer
decides the precise benefits. Most defined benefit schemes will provide members with a a pension equal to 2/3rds of
their final salary after 40 years of service.

2.4

How are these
schemes funded?

Employer or employee contributions, or both.

1.

2.
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2.5

Is there any funding
requirement?

There are stringent solvency requirements for defined benefit schemes.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

There is a limited ability to recover arrears of contributions due to a pension scheme from a State fund where the
sponsoring employer becomes insolvent.
The Pensions Board can seek a court order directing payment of contribution arrears by a solvent employer.
There is a limited scheme whereby annuities can be bought from the State to secure pensions in payment under an
insolvent scheme of an insolvent employer.

3.
3.1

How is the scheme
provided?

Occupational pension schemes are set up under trust and governed by their trust deeds and rules. Personal pension
arrangements and PRSAs (which can be both occupational and personal) are established under contract with the
provider, normally an insurer.

3.2

What benefits are
typically provided?

Retirement benefits, death benefits and ill-health benefits.

3.3

Who is responsible?

The trustees and the employer are responsible under an occupational pension scheme. The provider and the
employer are responsible under a contract based scheme.

3.4

Can an employer
change the scheme?

Yes, if the power to do so is provided in the trust deed or contract governing the scheme.

What is the statutory
and regulatory
framework?

The main pensions legislation in Ireland is:

4.
4.1

-

Pensions Act 1990;
The Taxes Consolidation Act 1997; and

-

subordinate regulations.

The Pensions Board, which is the relevant regulatory body, also publishes guidance notes and codes of conduct.
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4.2

Consequences of a
breach?

The Pensions Board is able to prosecute or fine trustees for breaches of their duties and to prosecute employers for
failure to remit employee contributions and certain other offences. The Board can also remove trustees.

4.3

Other powers held by
the regulatory body.

The Pensions Board can seek a court order to compel the employer to pay unpaid contributions due to a scheme.

4.4

How are member
disputes resolved?

All disputes are to be dealt with through the scheme’s internal dispute resolution procedure. If this fails to resolve
the dispute, the member can seek a determination of the Pensions Ombudsman. This can be appealed to the High
Court.

5.0

What rights
transfer when
there is a corporate
transaction?

In a share transaction, the existing rights are unchanged. In an asset transfer, any benefits that do not relate
to old age, incapacity or survivors transfer. This includes benefits on early retirement and enhanced benefits
on redundancy. It does not include benefits on or after normal retirement date, death-in-service or ill-health
benefits. If the scheme operating at the time of transfer is an occupational pension scheme which comes within
the meaning of the Pensions Act 1990, then the protections afforded by the Act apply to the scheme.
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1.1

What is provided by
the state?

A defined benefit scheme for those with more than 18 years work before January 1st 1996 and defined
contribution scheme for all others.

1.2

How is the state
pension funded?

The defined benefit state scheme is unfunded and paid from government resources. The new state defined
contribution scheme is funded on a PAYE basis.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65 for men and 60 for women, or earlier when at least 37 years of contribution are paid (this minimum is to
increase up to 40).

2.1

Is there provision
beyond the state
pension?

Very little, mainly defined contribution schemes for executives.

2.2

Is there a mandatory
pension provision for
these schemes?

There is no mandatory pension provision for these schemes.

2.3

What benefits do these
provide?

Defined contribution benefits.

2.4

How are these
schemes funded?

Employer and employee contributions.

2.5

Is there a funding
requirement?

There is no legal funding requirement.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

The scheme is provided as a group insurance scheme.

3.2

What benefits are
typically provided?

An additional pension paid when the person (typically an executive) reaches age 65.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework
agreement?

The EU Pensions Directive has been implemented allowing EU pension funds to operate in Italy after being authorised
by the Pensions Authority.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

2.6

3.

4.
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1.1

What is provided by
the state?

The state pension which is currently 59% of average lifetime wages, dropping to 50% by 2013.

1.2

How is the state
pension funded?

Mandatory pension contributions. Currently 14% of gross income, rising each year to 18.3% by 2017.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 60, but it is to be increased to 65 by 2013 (this also applies to private schemes.)

2.1

Is there provision
beyond the state
pension?

Yes, primarily defined benefit schemes.

2.2

Is there a mandatory
pension provision for
these schemes?

No, there is no mandatory pension provision for these schemes.

2.3

What benefits do these
provide?

They may be defined benefit or defined contribution benefits. Also the employer may provide a points plan, which
is unique to Japan. Under a points plan employees earn points based on factors such as service and job grade. Each
point has a monetary value, normally 10,000 yen.

2.4

How are these
schemes funded?

Employer contributions. Employee contributions are rare for defined benefit schemes and illegal for defined
contribution schemes.

2.5

Is there a funding
requirement?

No, most schemes are very poorly funded by international standards.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

The scheme is provided on a book reserve basis.

3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework
agreement?

There is very little legislative structure relating to pensions in Japan.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

2.6

3.

4.
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What is provided by
the state?

The state provides a social insurance old-age pension paid from the funds of the State Social Insurance Fund.
This is composed of the main part; the additional part and a pay for long-term service. The additional and the
main part of the pension is calculated using the base pension, which is determined by the Government. The pay
for a long-term of service is paid for more than 30 years of service. The amount of old-age pension available at
retirement is defined by a formula related to salary and service. The minimum service requirement in order to
qualify for the old-age pension is 15 years of service.

1.
1.1

Judges, scientists, officers and soldiers, people who have suffered from the occupational regime, etc. are entitled
to receive the special State pension, which is paid from the State budget.
1.2

How is the state
pension funded?

The state pension is funded by contributions from the employer, the employee and the state. The contribution
rate for the employer is 23.3% and the contribution rate for the employee is 3% For self-employed people
or people who are engaged in individual activities, such as artists, sportsmen, those who own individual
enterprises and business licence holders.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 60 for women and 62.5 for men. It is expected to be increased to 65 for both men and women at the
end of 2012.

2.1

Is there provision
beyond the state
pension?

Yes, an additional pension may be built up by an individual electing to transfer a part (currently, 3 per cent) of their
social insurance contribution to a nominated pension fund and to make voluntary payments to that fund.

2.2

Is there a mandatory
pension provision for
these schemes?

No, there is no mandatory pension provision for these schemes.

2.
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2.3

What benefits do these
provide?

Defined contribution.

2.4

How are these
schemes funded?

For the II pillar of pension provision the State Social Insurance Fund transfers part (currently 3%) of a person’s
social insurance contribution to their chosen pension fund. For the III pillar of pension provision the insured person
(employees, etc.) transfers certain amounts to their chosen pension fund.

2.5

Is there a funding
requirement?

The initial and authorised capital of the management company of the pension fund cannot be less than €150,000. If
the value of managed financial instrument portfolios exceeds the value of €250 million the management company
has to increase the equity capital. Not less than €125,000 of the equity capital has to be invested in a diversified
financial instrument portfolio. The remainder has to be invested according to specific legal requirements.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

The Securities Commission of the Republic of Lithuania monitors the activities of pension funds and can impose
sanctions, such as the suspension of the licence or limit the right to invest funds. In the event of insolvency of a
pension fund, the claims of the insured people are satisfied prior to the claims of other creditors after the claims of
mortgagees are satisfied. In the event of insolvency of the employer the claims of public institutions, including the
which later transfers part of the money to Pension funds, are satisfied after the claims of mortgagees (pledges) and
employees are satisfied.

3.1

How is the scheme
provided?

Not applicable.

3.2

What benefits are
typically provided?

Retirement benefits.

3.
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Who is responsible?

The insured person is responsible.

4.1

What is the statutory
and regulatory
framework agreement?

Local offices of the Fund Board may enforce the recovery of the social insurance contributions, late payment interest
and penalty charges not paid on time by instructing a credit institution to debit the insurer’s account, by initiating
bankruptcy proceedings, applying for the registration of compulsory mortgage of an insurer’s property and other ways.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

3.3
4.

34

The Netherlands
Issue

Guidance

1.1

What is provided by
the state?

A guaranteed minimum state pension is provided, which is topped up by private schemes.

1.2

How is the state
pension funded?

The state pension is funded through a mandatory PAYE system. Contributions of 17.9% of gross income up to
£25,000 are payable, topped up by state grants.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65 with an option to delay for 5 years and receive higher benefits.

2.1

Is there provision
beyond the state
pension?

Yes, currently primarily defined benefit schemes with moves towards career average revalued earnings (“CARE”)
schemes.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes, pension and death benefits must be provided to all permanent employees.

2.3

What benefits do these
provide?

Defined benefit, providing a total pension (including the state pension) of 70% of final salary.

2.4

How are these
schemes funded?

Employer contributions (and employee contributions in most schemes).

2.5

Is there any funding
requirement?

Yes, there is a legal funding requirement.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

The scheme is provided as a group insurance scheme.

3.2

What benefits are
typically provided?

Retirement benefits, death and ill-health benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework?

There is some legislative structure designed to create a stronger employer focus on defined contribution plan
governance and duty of care.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

2.6

3.

4.
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1.1

What is provided by
the state?

A guaranteed minimum state pension is provided, which is topped up by private schemes.

1.2

How is the state
pension funded?

Benefits are based on the compulsory old age pension insurance and disability insurance contributions which
consist of an employer contribution of 14.26% of income, and an employee contribution of 11.26% of income,
up to the income limit increasing every year (currently PLN 95,790).

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65 for men and 60 women. Some further conditions may have to be met depending on the date of birth,
including the requirement to work for a certain number of years.

Is there provision
beyond the state
pension?

Yes, the pension system is divided into three pillars:

1.

2.
2.1

I pillar - state pension
II pillar - mandatory funded pension
III pillar - voluntary funded pension.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes, the mandatory funded pension (the II pillar).

2.3

What benefits do these
provide?

The funded pension is the main support to the state pension.

2.4

How are these
schemes funded?

Employer and employee contributions to the II pillar and employee’s contributions to the III pillar.
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2.5

Is there a funding
requirement?

Subscription to the funded pension (II pillar) is mandatory for persons born after 31 December 1968. Persons born
after 31 December 1948 but before 1 January 1969 could choose whether they would like to enter the II pillar; if they
did, the subscriptions were mandatory. People born before 31 December 1948 cannot subscribe to the II pillar. There
is no funding requirement for the III pillar.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

Yes, a mandatory funded pension is a periodic benefit which is guaranteed by law. The Guarantee Fund was created
to secure the savings.

3.1

How is the scheme
provided?

The II pillar is funded from part of the employees’ contributions paid to the I pillar and passed to the II pillar by the
state owned Social Security Agency. An employee enters the arrangement chosen by him/her pension fund pillar
may be constituted either as an Individual Pension Account (IPA) or an Employees’ Pension Program (EPP). An IPA
is a contract between the person and the pension (investment, insurance) fund; an EPP is a contract between the
employer and the pension (investment, insurance) fund.

3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

The pension (investment, insurance) fund is responsible.

What is the statutory
and regulatory
framework
agreement?

The main pensions legislation in Poland is:

3.

4.
4.1
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Law on Old Age and Disabled Pension Insurance 1998;

-

Law of Individual Pension Accounts 2004; and

-

Law of Employees’ Pension Plans 2004.
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4.2

Consequences of a
breach?

The employer is solely responsible for the deduction and payment of social insurance contributions. The employers
may be fined or prosecuted by the relevant authority for breaches of their duty to remit social insurance contributions.
Infringements in connection with pillar II and III schemes can also be prosecuted.

4.3

Other powers held by
the regulatory body.

Mainly supervisory functions (such as seeking information, co-operation etc.)
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What is provided by
the state?

A state pension is provided via the Central Provident Fund (CPF), a compulsory social security savings scheme
for working Singapore citizens and permanent residents in the private sector. The CPF is not a pension scheme
but a compulsory savings scheme which seeks to provide benefits in respect of:

1.
1.1

- retirement
- healthcare
- home ownership
- family protection, and
- asset enhancement.
1.2

How is the state
pension funded?

Payments under the Central Provident Fund (CPF) are not funded by the Singapore Government, although
it manages the CPF. Instead, payments are funded through mandatory monthly contributions made by
employees (who are Singapore citizens or permanent residents) and their employers, with the rates of
contributions being dependent on the age and salary of the employee in question. There are state-funded
pension plans but they apply only to civil servants.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 62. However, with effect from 2012, new legislation will make it mandatory for employers to offer reemployment to employees until the age of 65.

Is there provision
beyond the state
pension?

Other than the Central Provident Fund (CPF), there are no compulsory contributions to any pension scheme or social
security scheme in Singapore. Employers who wish to provide supplementary benefits may, however, contribute to
their employees’ Supplementary Retirement Scheme (SRS) accounts or set up voluntary private pension plans. The
SRS is a voluntary scheme administered by the Singapore Government which seeks to complement the CPF. Private
pensions, although available are not common.

2.
2.1
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2.2

Is there a mandatory
pension provision for
these schemes?

No. For employers who elect to provide voluntary supplementary benefits, private pension plans may be set up
under Section 5 of the Income Tax Act (Cap. 134) as approved pensions or provident funds in which case, they will be
regulated by the Inland Revenue Authority of Singapore (IRAS)) or as offshore pension trusts.

2.3

What benefits do these
provide?

Generally defined contribution benefits.

2.4

How are these
schemes funded?

Employer and employee contributions and investment returns.

2.5

Is there a funding
requirement?

No, there is no legal funding requirement.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

Schemes under Section 5 of the Income Tax Act (Cap. 134) must be pre-approved by the Inland Revenue Authority of
Singapore (IRAS) and are subject to conditions which may be imposed by the Comptroller of Income Tax.

3.2

What benefits are
typically provided?

Retirement benefits.

3.3

Who is responsible?

The employer is responsible.

However, only employers may contribute to pension plans set up under Section 5 of the Income Tax Act (Cap. 134).

3.
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What is the statutory
and regulatory
framework
agreement?

The Central Provident Fund (CPF) is governed by the Central Provident Fund Act (Cap. 36) and administered by the
Central Provident Fund Board (the CPF Board).

4.2

Consequences of a
breach?

In respect of the Central Provident Fund, employers who fail to account for the required contributions will be subject
to interest penalties for late payments and be liable under the Central Provident Fund Act (Cap. 36) and subject to
fines and/or imprisonment.

4.3

Other powers held by
the regulatory body.

The Central Provident Fund Board possesses numerous powers for the enforcement of the Central Provident Fund
scheme, including the power to recover contributions from employers.

4.
4.1
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The Income Tax Act (Cap. 134) governs approved pensions or provident funds set up under Section 5 of that Act,
with the Inland Revenue Authority of Singapore as the overseeing authority.
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1.1

What is provided by
the state?

The state provides a compulsory old age pension insurance scheme in which every citizen must participate. This system
is known as pay-as-you-go pension insurance and is the most common pension insurance scheme. Upon reaching
pensionable age and after being insured for at least 15 years, a person is entitled to regular monthly payments.

1.2

How is the state
pension funded?

Mandatory contributions equal to 18% of the person’s gross income. The employee pays 4% and the employer,
on behalf of the employee, the remaining 14%. Self-employed persons who exceed a minimum income
threshold are also obliged to contribute into the state old age pension insurance scheme.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 62. If a man or woman reaches the age that is 2 years younger than his/her normal pension age, he/she
has been pension insured for at least 15 years and the sum of his/her potential pension benefit is higher than 1.2 times
the sum of the life minimum, he/she has the right to ask for an early pension.

1.

While as a general rule the pensionable age of a woman is also 62 years, for those women born before 1962, their
pensionable age will depend on the number of children a woman has brought up.
2.
2.1

Is there provision
beyond the state
pension?

Yes, private pension schemes, which are voluntarily entered into.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes. Once a person has met the conditions for their payment, regular payments from the private pension schemes
are provided. In case of the private pension scheme’s insolvency or even bankruptcy the state guarantees, to certain
extent, such payments.

2.3

What benefits do these
provide?

Regular contributions expressed either as a percentage from the person’s gross income (deducted from a person’s
contributions to the old age pension insurance scheme) or as separate and complementary contributions usually
with the employer also contributing.
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2.4

How are these
schemes funded?

Employer and employee contributions and investment returns.

2.5

Is there a funding
requirement?

Yes. Although entry is voluntary, once in, contributions to the private pension scheme become mandatory, though a
person may leave the scheme. Contributions are automatically deducted from the employee’s income and represent
part of the individual’s contributions into to the old age pension insurance scheme (in case of the 2nd pillar) and an
additional sum of money (in case of the 3rd pillar).

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

Yes. There are strict rules concerning the business activities and investments of private pension funds with the state
guaranteeing and overseeing that activity. Insolvency does not remove the employer’s obligation to contribute, on
behalf of its employees, into the pension scheme.

How is the scheme
provided?

In accordance with the Slovak laws regulating social security there are three types of pension schemes divided into
three pillars:

3.
3.1

Pillar I is compulsory - Contributions under Pillar I are based on salary and paid by the employer and the employee
to the Social Insurance Agency in Slovakia on a regular monthly basis. Upon reaching retirement age, the pension
is paid by the state.
Pillar II - Half of the compulsory contribution is paid to the special private companies (pension fund managing
companies). Saving, in Pillar II is managed by these companies and held in a special personal pension account and
invested by the company in accordance with relevant legislation. All pension fund managing companies are obliged
to create three types of pension funds with different ranges of investment risk.
Pillar III - this pillar includes various types of supplementary pension insurances, life insurances, fund investments etc.
An employer may conclude an agreement with the supplementary pension company on the basis of which it will pay
supplementary contributions to the supplementary pension company.
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3.2

What benefits are
typically provided?

Retirement benefits, ill-health benefits and death benefits.

3.3

Who is responsible?

The employer is responsible for payment of the contributions. The State Social Insurance Agency and pension fund
managing companies are responsible for payment of the benefit.

What is the statutory
and regulatory
framework
agreement?

The main pensions legislation in the Slovakia is:

4.
4.1

- Act no 461/2003 Coll. on social security insurance;
- Act no 43/2004 Coll. on retirement pension saving; and
- Act no 650/2004 Coll. on supplementary pension saving.

4.2

Consequences of a
breach?

The employer is responsible for complying with provisions governing social security contributions. The Social
Insurance Agency and pension fund managing companies are obliged to pay the relevant benefits to the insured
persons. In addition pension fund managing companies must comply with the provisions of the Act no 43/2004
Coll. on retirement pension saving, regulating them. Under Slovak law, it is a criminal offence not to pay compulsory
social insurance contributions. In addition, civil claims may be raised against the party infringing these provisions.
If the National Bank of the Slovakia identifies a breach of provisions regulating pension fund managing companies it is
permitted to revoke permission previously granted to the company.

4.3

Other powers held by
the regulatory body.

The National Bank of the Slovak Republic may impose fines of up to €700,000.
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1.1

What is provided by
the state?

A state pension is provided being a percentage “base pension” calculated on the average of an individual’s last
15 years earnings. The percentage is based on the number of years of contributions. This pension is topped up
by a means tested pension for low earners.

1.2

How is the state
pension funded?

The state pension is funded through mandatory contributions via a PAYE system being a percentage of the
person’s income currently set at 28.3% (of which the employee pays 4.7% and the employer 23.6%). The
means tested pension for low earners is not funded by contributions.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65.

2.1

Is there provision
beyond the state
pension?

Yes, predominantly defined contribution schemes.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes, a “qualified plan”, meeting certain standards must be provided to all employees with 2 years service. Death
benefits must be provided to all employees.

2.3

What benefits do these
provide?

They may be defined benefit or defined contribution, with no typical benefit formula for defined benefit schemes,
which only make up 9% of the market.

2.4

How are these
schemes funded?

Employee contributions are only required in around 40% of schemes.

2.5

Is there a funding
requirement?

No, there is no funding legal requirement.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

The scheme is provided as a group insurance scheme.

3.2

What benefits are
typically provided?

Retirement benefits, death benefits and ill-health benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework
agreement?

The legislative structure mainly deals with taxation of pensions and contribution limits.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Sorry, no information available.

2.6

3.

4.

47

Sweden
Issue

Guidance

What is provided by
the state?

State pension is divided into 3 parts:

1.
1.1

income pension (IP),
premium pension (PP) and
guaranteed pension (GP) (for those with low IP and PP).

1.2

How is the state
pension funded?

The state pension is fund through mandatory social contributions with the pension contributions consisting of
approximately 11% of the total gross wage and other taxable benefits.

1.3

Is there a state normal
retirement date (NRD)?

Yes, 65.

2.1

Is there provision
beyond the state
pension?

Yes, but only if the employer is bound by a collective agreement. If the employer provides pension entitlement on a
voluntary basis this can be done by paying pension premiums according to a pension commitment or an allocation
according to the Pension Obligations Vesting Act 1967:531

2.2

Is there a mandatory
pension provision for
these schemes?

No, there is no mandatory pension provision for these schemes.

2.3

What benefits do these
provide?

Provision of a retirement pension and disability pension. The employee is also able to choose survivors cover which
entails repayment cover and/or family cover.

2.4

How are these
schemes funded?

In principle, by the employer if premiums are paid. However, the employer may have a credit insurance which allows
the employer to retain pension capital in the business instead of paying premiums to an insurance company. This can
be done without jeopardising employee pensions in the event of a company default.

2.

48

Issue

Guidance

2.5

Is there a funding
requirement?

Yes, according to the specific terms of the pension agreement. However, this falls away if the employer provides a
pension by deposit into an account in combination with credit insurance or a bank guarantee.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

If the scheme established under a collective bargaining agreement is underfunded due to negligence from the
employer, the employee is covered by the pension provider. If the employer in a scheme established under a
collective bargaining agreement is insolvent the pension provider covers the pension premiums up to the final day of
employment. If the employer has provided a pension on a voluntary basis the employee has no protection in respect
of the employer’s pension obligations.
If the employer provides pension by deposit into an account the pension is covered by insurance.

3.
3.1

How is the scheme
provided?

The scheme is provided by a group insurance scheme where the employer is bound by a collective bargaining
agreement and will be an individual arrangement if it is as a result of other pension commitments.

3.2

What benefits are
typically provided?

Retirement pension and disability pension. The employee is also able to choose survivors’ cover which provides
repayment cover and/or family cover.

3.3

Who is responsible?

The employer is responsible.

What is the statutory
and regulatory
framework
agreement?

The main pensions legislation in Sweden is:

4.
4.1

- the Social Insurance Act (1999:799);
- the Income Based Retirement Pension Act (1998:674); and
- the Pension Obligations Vesting Act (1967:531).
Regulations regarding pensions are also to be found in different collective bargaining agreements.
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4.2

Consequences of a
breach?

Regarding the state pension system, the employer is solely responsible for paying social insurance contributions. The
employers may be fined or prosecuted by the proper responsible authority for breaches of their duty to remit the
social insurance contributions.

4.3

Other powers held by
the regulatory body.

For a breach of collective bargaining agreements or individual employment agreements the employer could be liable
for civil damages. The employer could also be required to pay penalties by the pension committee of the pension
provider if the employer fails to join a pension plan when obliged to do so under a collective bargaining agreement.

50

Switzerland
Issue

Guidance

1.1

What is provided by
the state?

State social insurance consisting of old-age and survivors’ insurance and invalidity insurance with pensions
intended to cover basic living costs. When this is insufficient, supplementary benefits can be paid to top-up
income to the required level.

1.2

How is the state
pension funded?

The state pension is through mandatory contributions from both the employer and employee calculated on the
basis of the income of the employee. The employee’s contribution is deducted at source by the employer who is
also responsible for the payment of the whole contribution.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 65 for men and 64 for women.

2.1

Is there provision
beyond the state
pension?

Yes. The first pillar is compulsory for all, including the self-employed or people without gainful employment - parents
of either sex who take care of the household or the children, for example. The second pillar is obligatory only for
salaried workers. The third pillar (individual provision to meet further needs) is optional, but unlike other forms of
savings it offers certain tax benefits.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes, the first and second pillars are mandatory.

2.3

What benefits do these
provide?

This first pillar is complemented by a second pillar, the occupational benefit plans which provide old-age, survivors’
and invalidity benefits. The first two pillars together should amount to at least 60% of the beneficiary’s last income
and allow pensioners to maintain the standard of living to which they are accustomed.

2.4

How are these
schemes funded?

The first and second pillars are funded by employer and employee contributions.

1.

2.
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2.5

Is there a funding
requirement?

Yes, the first and second pillars are mandatory.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

Yes, there is some protection if the scheme becomes under-funded or the employer is insolvent.

3.1

How is the scheme
provided?

Pillar II Pension schemes are generally managed externally by insurance companies formally approved by the Swiss
authorities.

3.2

What benefits are
typically provided?

Retirement benefits, death and ill-health benefits.

3.3

Who is responsible?

The employer is responsible.

What is the statutory
and regulatory
framework
agreement?

The main pensions legislation in Switzerland is:

3.

4.
4.1

•

Federal Constitution art. 111

•

Federal Law on Occupational Retirement, Survivors’ and Disability Pension Plans (BVG/LPP)

•

Federal Law on Accident Insurance (UVG/LAA)

4.2

Consequences of a
breach?

The employer is solely responsible for the deduction and payment of social insurance contributions. An employer
may be fined or prosecuted by the relevant authority for breaches of their duty to pay social insurance contributions.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.
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1.1

What is provided by
the state?

A state pension is currently provided in the form of a Basic State Pension and a State Second Pension (S2P). In
addition Pension Credits are available for those below a minimum level of retirement income. The Government
is considering introducing a single tier state pension in place of the current two-tier system.

1.2

How is the state
pension funded?

The state pension is funded through mandatory National Insurance Contributions (NICs) paid by individuals
during their working life. An individual must pay NICs for 30 years to qualify for a full basic state pension.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 65 for men and 60 for women although rising to 65 for women between 2010 and November 2018.
State Pension Age for men and women will rise to 66 by April 2020. The Government is currently reviewing the
timetable for increasing state pension age to 68.

2.1

Is there provision
beyond the state
pension?

Yes. Private pension schemes, which consist of occupational pension schemes, personal pension schemes or Group
Personal Pension Plans (GPPs). Occupational pension schemes are established as trusts. Personal pension schemes
and GPPs are provided by insurance companies.

2.2

Is there a mandatory
pension provision for
these schemes?

Yes, employers must provide employees with access to a stakeholder scheme, which is a personal pension plan that
meets certain statutory criteria. Employer contributions and death benefits are not required. From October 2012 the
stakeholder requirements will be replaced by an obligation for employers to automatically enrol eligible workers into
a qualifying workplace pension scheme with mandatory employer contributions. This new obligation is being phased
in between October 2012 and September 2016 starting with the largest employers.

2.3

What benefits do these
provide?

Occupational pension schemes may provide pensions calculated on a defined benefit or a defined contribution basis.
The most common type of defined benefit scheme in the UK is a final salary pension scheme (where a member’s
pension is a fraction of their final pensionable salary). Personal pension schemes and group personal pension
schemes provide pensions on a defined contribution basis. A pension scheme may also provide ill health pensions
and survivors’ pensions on the death of a member.

1.

2.
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2.4

How are these
schemes funded?

Employer and employee contributions and investment returns.

2.5

Is there a funding
requirement?

Yes, all defined benefit occupational pension schemes to have sufficient and appropriate assets to cover their liabilities
(this is known as “the statutory funding objective”). Normally, the trustees and the employer will need to agree the
actuarial method and assumptions used to value a scheme’s liabilities. The trustees (normally with agreement of the
employer) must put in place a recovery plan to remedy any deficit in their scheme.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

Yes, the Pension Protection Fund (PPF) provides protection where the sponsoring employer, in relation to a defined
benefit occupational scheme, becomes insolvent and the scheme has insufficient assets to pay the level of benefits
that would be payable by the PPF. The PPF is partly funded by an annual levy on eligible schemes.

3.1

How is the scheme
provided?

Occupational pension schemes are set up under trust and governed by a trust deed and rules. The deed sets out
how the scheme is run and the rules set out the benefit structure. These schemes may be either defined benefit or
defined contribution schemes. Personal pension schemes and group personal pension plans are contract-based
arrangements between the insurer and the individual members.

3.2

What benefits are
typically provided?

Retirement benefits, death benefits and ill-health benefits.

3.3

Who is responsible?

The trustees and the employer are responsible.

3.
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What is the statutory
and regulatory
framework
agreement?

The main pensions legislation in the UK is:

4.
4.1

- the Pension Schemes Act 1993;
- the Pensions Act 1995;
- the Pensions Act 2004;
- the Finance Act 2004;
- the Pensions Act 2008; and
- subordinate regulations.
The Pensions Regulator (TPR) also publishes regulations and Codes of Practice.

4.2

Consequences of a
breach?

The Pension Regulator has the power to impose a contribution notice on a sponsoring employer in relation to a
defined benefit scheme has taken action which is materially detrimental to the ability of the scheme to pay members’
benefits. The Regulator also has the power to require group companies to put in place financial support for a pension
scheme within their group, where the sponsoring employer is insufficiently resourced. Employers can apply to the
Regulator for clearance when they are engaged in corporate activity (e.g. corporate transactions or restructuring).
Where clearance is granted it gives the parties comfort that the Regulator will not exercise these powers in respect of
the transaction.

4.3

Other powers held by
the regulatory body.

The Pensions Regulator also has the power to recover unpaid employer contributions. It may also impose a fine
or issue an improvement notice on a defaulting scheme and employees in certain circumstances. Where a trustee
is at fault, the Regulator can suspend or remove them and appoint an independent trustee; trustees may also be
personally liable for breach of trust or for failing to comply with statutory requirements.
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1.1

What is provided by
the state?

State pension is calculated on average career earnings over the best 35 years. This is subject to an annual limit,
currently $2,323.

1.2

How is the state
pension funded?

Joining the scheme is voluntary. If a person joins they and their employer pay a PAYE tax of 6.2% of gross
earnings up to a limit, currently $102,000.

1.3

Is there a state normal
retirement date (NRD)?

Yes. 66, increasing to 67. Early retirement, with reduced benefits, is available from 62. Late retirement, with increased
benefits, is available until 70.

2.1

Is there provision
beyond the state
pension?

Yes - defined benefit and defined contribution schemes, but predominantly defined contribution schemes (known
commonly as 401k plans).

2.2

Is there a mandatory
pension provision for
these schemes?

No - although voluntary schemes cover almost 100% of the working population.

2.3

What benefits do these
provide?

Typical defined benefits. Defined contribution schemes only provide a lump sum payment.

2.4

How are these
schemes funded?

Employer contributions and occasionally employee contributions, although these are rare and not required for
defined contribution schemes.

2.5

Is there a funding
requirement?

Yes - significantly under-funded schemes have seen significant rises in their minimum funding requirements.
Legislation requires all schemes to be fully funded by 2015.

1.

2.
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Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer is insolvent.

3.1

How is the scheme
provided?

Insurance and investment management schemes.

3.2

What benefits are
typically provided?

Retirement benefits, death benefits and ill-health benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework
agreement?

Some legislative framework, such as the Pension Protection Act 2006. This aims to improve funding of defined
contribution schemes, improve member education and increase accounting transparency.

4.2

Consequences of a
breach?

Advice on the specific circumstances should be sought.

4.3

Other powers held by
the regulatory body.

Advice on the specific circumstances should be sought, although there are no notable additional powers to mention.

2.6

3.

4.
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1.1

What is provided by
the state?

Every UAE national and Gulf Cooperation Council (GCC) citizen who is employed in both the private and public
sectors is entitled to be registered in a local pension plan. This is provided by the government under Federal
Law 7 of 1999 (the “Pensions Law”) and requires contributions to be made to the General Pensions and Social
Security Authority. The expatriate majority in the UAE is not entitled to a state pension and there is no legislation
surrounding pensions for expatriates.

1.2

How is the state
pension funded?

The state pension is funded through mandatory employee contributions of 5% of their salary every month. In
the private sector the employer must pay 15% of salary every month, however, the government bears 2.5% of
this reducing the employer’s contribution to 12.5%.

1.3

Is there a state normal
retirement date (NRD)?

Yes, currently 65.

2.1

Is there provision
beyond the state
pension?

No. There is no provision beyond the state pension for UAE nationals. Expatriate employees are not entitled to a state
pension but are granted an End of Service Gratuity (EoSG) which is often seen as being paid in lieu of a pension. If the
EoSG is waived, an alternative savings scheme must be provided by the employer.

2.2

Is there a mandatory
pension provision for
these schemes?

No, there is no mandatory pension provision. However, the EoSG may be viewed as an alternative to the pension.

2.3

What benefits do these
provide?

If an EoSG is provided then a lump sum will be payable to the employee once employment ends. If a savings scheme
is provided then the benefit will be the accumulation of contributions.

2.4

How are these
schemes funded?

The EoSG is funded by the employer. A savings scheme may require contributions from both the employer and the
employee.

1.

2.
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2.5

Is there a funding
requirement?

No, there is no legal funding requirement.

2.6

Is there any protection
if the scheme is
under-funded or the
employer is insolvent?

No, there is no protection if the scheme is under-funded or the employer becomes insolvent.

3.1

How is the scheme
provided?

The scheme is provided as a group insurance scheme.

3.2

What benefits are
typically provided?

Retirement benefits, death benefits and ill-health benefits.

3.3

Who is responsible?

The employer is responsible.

4.1

What is the statutory
and regulatory
framework agreement?

Federal Law 8 of 1980 for the Regulation of Labour Relations (the UAE Labour Law) governs employment in the UAE.
In addition, Federal Law 7 of 1999 (the UAE Pensions Law) governs the establishment of the Pensions Authority and
sets out the rules regarding pensions paid to UAE nationals.

4.2

Consequences of a
breach?

An employer will be subject to a fine which may be referred to the Court by the Pensions Authority if it does not
contribute to a UAE national’s pension. The Court will require an employer to pay all amounts due to the employee.
A company may receive low grading in classifications of establishments meaning all new visas may be refused and
penalties applied.

3.

4.
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