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Introduction
Although retirement plans and schemes are generally jurisdiction-specific creatures, the governance of 
retirement plans and schemes maintained by multinational corporations is very much a global issue. These 
arrangements tend to be heavily regulated and pose numerous risks to the sponsor, including legal and 
regulatory compliance gaps, participant lawsuits, government investigations, embezzlement of trust funds, and 
plan funding and financial accounting consequences. There are also often tensions between a corporation’s 
desire to harmonize global benefits and/or achieve cost control objectives and the reality of local labor markets 
and legal requirements. Many employers are in the process of assessing (or reassessing) their governance and 
risk management structures for their retirement programs on a global basis. 

This publication provides a brief overview of the laws relating to the regulation of retirement plans and schemes in 20 
key countries. We hope it will be a valuable starting point for multinational and global employers that are developing 
governance and risk management structures for their retirement programs. While this guide is not a comprehensive 
discussion of the law governing retirement programs in each applicable country, each chapter summarizes the general 
contours of the country’s social security system and employer-sponsored broad-based plans/schemes. Key areas covered 
include the principal statutes governing, and the key features of the tax framework applicable to, such plans/schemes, 
employer-funding obligations and the material rules governing plan/scheme investments, the employer’s principal reporting 
and disclosure obligations, circumstances in which a retirement plan/scheme may be terminated and the associated 
employer liability for any underfunded benefits, the portability of an employee’s benefits, and the requirements, if any, to 
provide post-retirement cost of living adjustments. 

We hope that you will find this publication useful. It has been compiled by lawyers from a major international law firm, as well 
as partner law firms in other jurisdictions. 
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Belgium

Contributed by: Van Olmen & Wynant

1. Does the state provide a pension, retirement income or social security program of some type?

The Belgian pension scene includes three pillars:

• the first pillar consists of a state-funded pension that is funded by employer and employee contributions,
which are deducted from payroll and managed by public institutions;

• the second pillar consists of additional or supplementary retirement plans, which may be required by the employer’s
industry sector, or may be voluntarily provided by employers, in each case, as an extra legal benefit for their
employees; and
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• the third pillar consists of voluntary individual retirement saving plans that allow individuals to accumulate a
capital sum that will be paid out when they reach retirement age. This category of plans consists only of employee
contributions and is outside the scope of this guide.

Within the first pillar, Belgian social security provides two types of pension for employees. In addition to the state-funded 
pension that consists of monthly payments to employees who have reached retirement age, Belgian social security 
also provides a pension for the widow or widower of a former employee. Eligibility for this second type of state-funded 
pension depends on satisfaction of conditions relating to the individual’s marriage, age, retirement and residence in 
Belgium.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Beyond participating in the social security system (first pillar), employers are not legally required to provide retirement 
plans/schemes. However, in some sectors the social partners (broadly employers’ organizations and trade unions) have 
agreed that employers in those sectors are required to provide a supplementary retirement plan (second pillar). This is 
the case, for example, in the construction sector, the fishing industry and the chemical industry. Even where an employer 
is not required by its industry sector to provide a plan, the employer may voluntarily do so.

These types of supplementary retirement commitments can be individual or collective (plans required by industry 
sector are generally only collective). Where the commitment is collective, i.e., for a group of employees, the rights and 
obligations of both the employer and the employees must be set out in a pension charter, which must also include 
general terms concerning access to, and the design of, the retirement plan. Where the commitment is individual, this 
information will be included in an individual agreement. It is important to note that an employer can only offer an 
individual retirement commitment if the employer already provides a collective retirement plan to all of its employees. 
In addition, an individual retirement commitment must be of an occasional nature (i.e., it cannot be offered to all 
employees, and it cannot be offered to an employee in the 36 months preceding the employee’s retirement). These 
restrictions are intended by the legislature to ensure that individual retirement commitments remain the exception and 
that the use of collective plans is preferred.

Collective retirement plans can be provided at a company or industry/sector level. In the latter case, the plan’s terms and 
conditions must be set out in a collective agreement between the social partners for that sector. All companies in the 
sector will have to use the retirement plan set out in the collective agreement.

In addition to traditional supplementary retirement plans, employers can also opt for a plan that not only provides a 
pension promise, but also a commitment concerning social security and solidarity as well (i.e., a commitment that is 
intended to safeguard the accrual of pension benefits during certain periods where the employee is not working or to 
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provide allowances in the event of permanent occupational disability, serious ill health or death). Employers who provide 
this type of retirement plan receive additional tax benefits as contributions paid to this type of plan are not subject to 
the annual tax on insurance operations (Art. 176, 4°bis of the Code of 2 March 1927 on various duties and taxes).

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

State-funded pension schemes in Belgium are subject to a number of specific statutes, as well as numerous regulations 
made under these statutes. The application of these statutes and regulations depends on whether the pensioner is a 
regular employee, a public officer or a self-employed person.

Supplementary retirement plans (second pillar) in Belgium are regulated by the Act of 28 April 2003, which regulates 
the rights and obligations of the different parties that are involved in the provision of supplementary retirement 
plans for employees. The Act imposes requirements relating to the procedure for establishing a retirement plan, the 
nature, accrual and preservation of supplementary pensions, the information to be provided to employees and other 
requirements designed to protect employees’ rights in situations such as bankruptcy or insolvency. The Act also contains 
provisions on the taxation of these supplementary pensions.

The Act of 28 April 2003 is supported by a royal decree of 14 November 2003, which contains more detail on the content 
of the pension charter that must be provided in case of a collective retirement plan.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

In order to encourage employers and employees to contribute to, and participate in, retirement plans, qualified 
retirement plans receive favorable tax treatment that benefits both the employer and the employees.

Provided that the sum of both the state-funded pension and the supplementary pension does not exceed 80% of the 
employee’s gross remuneration at retirement, all contributions and grants paid by the employer are tax-deductible as 
professional expenses (Art. 59, §1st, 2° of the 10 April 1992 Income Tax Code). Furthermore, these contributions are not 
treated as benefits in kind and therefore are not taxed as such on the part of the employee.

A one-off social security contribution of 8.86% is due on all pension contributions paid to supplementary retirement 
plans by the employer (Art. 38, §3ter Act of 29 June 1981 on the general principles of the Social Security), as well as a 
one-off insurance-related tax of 4.4% (Art. 175/1, §2, 4° of the Code of 2 March 1927 on various duties and taxes). Both 
are payable by the employer. If certain thresholds are reached, an additional social security contribution at a rate of 1.5% 
is due from the employer (Art. 38, §3terdecies Act of 29 June 1981). Between January 2012 and December 2015, this 
contribution was required where the pension contributions that were paid by the employer in connection with a 

     .
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supplementary retirement plan exceeded EUR 30,000 a year (subject to indexation). From January 2016, this contribution 
will only be required when the sum of the state-funded and supplementary pensions exceeds a threshold of the 
maximum state-funded pension.

Under the income tax framework, employee pension contributions give rise to a tax benefit in the form of a decrease in 
the employee’s tax base that can vary between 30% and 40%. 

When an employee retires and takes his or her pension, a contribution for public healthcare at a rate of 3.55% is 
deducted from each payment to the employee (Art. 191, 7° Act of 14 July 1994 concerning the public healthcare). In 
addition, a so-called solidarity contribution (i.e., a kind of social security contribution) of 0%-2% is deducted from each 
payment to the employee (Art. 68 – 68quinquies Act of 30 March 1994). On reaching retirement age, the employee has 
to choose whether the accumulated capital will be paid out as a one-off lump sum or in the form of monthly payments. 
Regardless of form, the employee’s accumulated pension capital will also be subject to income tax when it is paid out of 
the supplementary retirement plan. That part of the accumulated capital that is built up by the employee’s contributions 
will be taxed at a rate of 10% in respect of contributions paid on or after 1 January 1993, and at a rate of 16.5% in 
respect of contributions paid before that date. That part of the capital built up by the employer’s contributions will be 
taxed at a rate of 16.5% (or 10% where the employee has worked for the employer in the three years preceding statutory 
retirement age). In the rare cases where the employee is entitled to take his or her pension capital before statutory 
retirement age, the tax rate will be higher. If the employee decides not to take the capital as a lump sum, but instead 
chooses to receive annuity payments, income tax is applied to each monthly payment.

In addition, municipal surcharges will be levied and can vary between municipalities.

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

In the case of second pillar plans, contributions to the supplementary retirement plans can be paid by the employer, 
by the employee, or by both. Theoretically, therefore, an employer could decide to provide such a plan without paying 
contributions. In practice, the employer will generally pay contributions since it is better from a tax and social security 
perspective for the employer to pay pension contributions on an employee’s behalf than to pay additional salary to the 
employee.

Employer contributions must be made in accordance with the plan terms. Basically, there are two main funding systems. 
Firstly, a retirement plan can provide a defined benefit. In this case, the employer or social organizer commits to paying 
a pension that is defined in advance in the pension charter. The amount of the pension will vary depending on the length 
of the employee’s career, the level of the employee’s remuneration and the amount of the state-funded pension.
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The other option is a defined contribution system where the pension itself is not defined, but instead the contributions 
are fixed in advance, so the employer or social organizer only commits to paying those contributions. In this case, the 
amount of the ultimate pension can vary depending on investment returns. Even under this system, the employee enjoys 
a certain degree of certainty as he or she is entitled to a guaranteed return as set out in the answer to question 6.

In both cases, employers are legally required to pay their contributions to a pension institution (i.e., a group insurer or 
a pension fund) that will be entrusted with the management of the plan funds. A pension fund is a legal entity created 
by the employer (or the corporate group to which the employer belongs). Generally, only large companies (or groups of 
companies) choose this option. The same legal rules apply to all pension institutions, and a pension fund must have a 
minimum solvency margin like insurance companies. The use of an external provider is designed to protect employees’ 
rights and pensions in the event of their employer’s bankruptcy. A transitional regime applies under which individual 
retirement plans that were established before 16 November 2003 are not subject to the requirement for involvement of 
an external provider. These existing plans can be maintained on the understanding that no further contributions can be 
made to the plan after this date. If the employer wishes to continue using an individual plan that was established pre-
November 2003, it is legally required to deposit all future contributions with a pension institution. In such cases, the pre-
November 2003 contributions can continue to be held by the employer or the employer can choose to transfer them to 
the external provider.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

The Act of 28 April 2003 does not impose any specific investment rules in relation to retirement plans, provided that a 
certain return rate is guaranteed. Employee and employer contributions attract a guaranteed return at a rate of between 
1.75% and 3.75% (Art. 24 Act of 28 April 2003). In defined benefit plans, the accumulated pension capital must include 
the same guaranteed return but only in respect of the employee contributions. This guaranteed return is payable if 
the accumulated capital is transferred to another plan on the employee’s retirement, or when the employee takes the 
pension capital in the rare cases where it is possible to do this before the statutory retirement age.

It is important to note that the obligation to ensure this guaranteed return rests on the employer and not on the 
insurer. If, at the point that the pension capital is paid out, its amount is less than it should be under the guarantee, the 
employee is entitled to the higher amount.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

The Act of 28 April 2003 imposes numerous consultation, communication and cooperation requirements. Generally, the 
rules concerning the consultation of employees only apply to retirement plans that are established at a corporate level, 
as the social partners already play a central role in the establishment of sector plans. Employee consultation is, for 
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example, legally required on matters concerning the application, interpretation and modification of the pension charter, 
the method of financing the pension fund, and a change of pension institution. The duty is only to consult the employees 
via the regular consultative bodies at company level – the employer is under no obligation to follow their advice. 
Employer decisions that are taken without employee consultation on these specific topics can be nullified.

Where the retirement plan is open to all employees, the employer is obliged to consult the works council, the Committee 
on Prevention and Protection at Work, or the union delegation. If the works council, the Committee on Prevention and 
Protection at Work or the union delegation is not consulted, the employer incurs penal fines of EUR 400 to EUR 4,000 
or administrative fines of EUR 2,00 to EUR 2,000 (Art. 191, §1er, 1°, d/ Art. 191, § 2, 4°/ Art. 191, § 3, 3° Social Criminal 
Code). Where the retirement plan is only open to a certain category of employees, the employer can instead consult the 
regular consultative bodies mentioned above, if at least 10% of the employees concerned request this (Art. 39 Act of 28 
April 2003). Failure to consult the regular consultative bodies can result in penal fines as outlined above.

In terms of disclosure, the pension institution provides information in an annual report that must be made available to 
the plan organizer (the employer for a company level plan or the social partners for a sector level plan) who will provide 
this report to the employees on their request. The annual report must, for example, contain information concerning the 
plan’s investment strategy and the yield of the investments (Art. 42 Act of 28 April 2003).

In addition to this annual report concerning the governance of the retirement plan, the pension institution or organizer 
is required to send employees a document setting out the accrued funds and the contributions made by the employees. 
This document must be provided at least once a year, but employees can also obtain an overview of their accrued funds 
and the contributions made by them on request (Art. 26 Act of 28 April 2003).

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

In theory, employee consent to the modification of the terms of a retirement plan is only required if the plan is open 
to all employees and is funded by both employer and employee contributions. In practice, however, the ability of the 
employer to alter the terms of a retirement plan is very limited. Even if the plan is not a collective retirement plan that is 
funded by both employer and employee contributions, the plan is part of the employees’ remuneration and is therefore 
an essential element of their employment contract, which cannot be modified unilaterally.

There are many diverging views in case law about the enforceability of terms in the pension charter that give the 
employer the right to alter the terms of the charter unilaterally. It is generally recommended that employers obtain the 
agreement of the employees’ representatives whenever alteration of the retirement plan is required. Even if agreement 
has been obtained, the alteration can only affect future benefits – the modification may under no circumstances 
decrease accrued benefits or contributions (Art. 16, §2 Act of 28 April 2003).
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If a modification to the retirement plan results in an increase of the employees’ obligations under the terms of the plan, 
the employees are no longer obliged to participate in the modified plan. Unless the modification is implemented by a 
collective labor agreement, the terms of the plan as they stood before amendment will remain in full force and effect as 
regards the dissenting employees (Art. 16 Act of 28 April 2003).

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

The termination of the retirement plan by its organizer is only possible within the framework of the pension charter. 
Withdrawal or termination of the plan is therefore only possible under certain conditions in which the employees have a 
say.

Moreover, as mentioned above, entitlement to benefit accrual under a supplementary retirement plan forms part of 
the employees’ remuneration, meaning that an employer’s unilateral withdrawal from a supplementary retirement 
plan is not permitted. Should the employer choose to terminate benefit accrual unilaterally, it may be liable to pay 
compensation for breach of contract. In that case, the present accumulated reserves of the plan must be taken into 
account when calculating and determining the rights of each employee.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Where the employee is a member of a sector level retirement plan, his or her accrual under that plan will only end when 
he or she leaves the sector concerned. Where the employee is a member of a company level retirement plan, accrual 
ends when the employee leaves the employer in question. In these cases, the employee has two options in respect of his 
or her accumulated funds. He or she can:

• transfer the accumulated funds to his or her new employer’s pension institution; or

• leave the accumulated funds with his or her former employer’s pension institution.

If the employee’s new employer does not provide a supplementary retirement plan, the employee can require the new 
employer to pay a certain amount of his or her salary to the pension institution of his or her choice. This is only possible 
if the employee has been a member of his or her previous employer’s supplementary retirement plan for at least 42 
months (Art. 33 Act of 28 April 2003). In any event, the cessation of pension accrual may not, under any circumstances, 
give rise to any form of remuneration or compensation on behalf of the employee (Art. 29 Act of 28 April 2003).
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11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

On reaching retirement age, the employee has to choose whether the accumulated capital will be paid out as a one-
off lump sum, or in the form of monthly payments. Even if the pension charter provides for payment of a one-off lump 
sum, the employee is still able to choose monthly payments upon reaching retirement age. Monthly payments are not 
automatically indexed—any indexation will depend on the terms of the retirement plan.

Contributed by: Nicolas Simon, Van Olmen & Wynant
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Czech Republic

Contributed by: Havel, Holásek & Partners

1. Does the state provide a pension, retirement income or social security program of some type?

The Czech government provides a mandatory state pension system funded by employers and employees (as well as 
self-employed persons and foreign workers who contribute to the Czech Social Security System) through statutorily 
prescribed payroll deductions. The deducted amount is paid to the Czech Social Security Administration (the “CSSA”). 
Upon retirement, former employees receive monthly payments from the CSSA, provided such retired employees have 
attained a certain age and have completed the required years of service. The level of pension payments depends on the 
number of years worked and the employee’s income level.

Both employers and employees are required by statute to contribute to state pension insurance, and the employer is 
responsible for calculating, deducting, and paying the contributions on behalf of its employees.

A Regional Guide to Retirement Plans & Schemes
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Employers are not required to maintain retirement plans/schemes, but they must fulfill obligations relating to the 
mandatory state pension system, i.e., they are required to pay contributions in respect of each employee to the CSSA. 
The mandatory contribution obligation applies to the vast majority of employees. Employers do not make contributions 
in respect of employees who perform work under an “agreement on the performance of work” (which is a type of labor 
law contract used mainly for short-term, temporary jobs) and who earn less than CZK 10,000 per month (approximately 
EUR 370). The obligation to make mandatory contributions applies regardless of the type of work, the number of working 
hours, or whether the employer is a state or private company. 

Although employers are not obliged to arrange additional retirement plans/schemes in addition to the public social 
security system, employees can voluntarily participate in supplementary private pension insurance offered by private 
insurance companies/funds. This type of pension insurance is a private contract between the employee and the insurance 
company/fund responsible for administering the pension scheme. It is typical for employers to pay part of the employee’s 
insurance contributions as an employee benefit. In addition, the state provides certain contributions in respect of 
employees participating in this system. Supplementary pension insurance payments may commence at age 60, unlike the 
statutory pension insurance system where the retirement age depends on the employee’s date of birth and the number 
of years worked by the employee. (In recent years, the retirement age has been increasing.)

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

The principal legislation governing retirement insurance and retirement schemes is as follows: 

• Act No. 582/1991 Sb., on the Organisation and Administration of Social Security, as amended;

• Act No. 155/1995 Sb., on Pension Insurance, as amended;

• Act No. 589/1992 Sb., on Social Security Insurance, as amended;

• Act No. 42/1994 Sb., the State-Contributory Supplementary Pension Insurance Act, as amended; and

• Act No. 427/2011 Sb., on Supplementary Pension Savings, as amended.

One material requirement or principle applicable to the state pension system is the inclusion of practically all 
economically active persons.
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As far as supplementary (voluntary) pension insurance is concerned, equal treatment and non-discrimination are 
fundamental principles governing these schemes. If the employer provides a benefit – in this case, a contribution to 
the employee’s supplementary pension insurance – it must be provided in a non-discriminatory fashion. The Czech 
National Bank and the Ministry of Finance supervise the providers of these supplementary (voluntary) pension insurance 
contracts.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Employers who make contributions to their employees’ supplementary (voluntary) pension insurance receive tax 
advantages. Those contributions, up to a certain level, can be included in the employer’s business costs as a tax-
deductible expense.

Tax advantages are also available for employees if they pay a set monthly amount into their supplementary pension 
insurance account. Contributions paid by the employer as a benefit are, up to a certain level, not subject to employee 
income tax, and contributions paid by the employee are a tax-deductible expense. The level of contributions paid by 
the employee also, to a large extent, determines the employee’s entitlement to a further contribution provided by the 
government.

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

As far as the mandatory state pension system is concerned, both employers and employees are required to pay statutory 
contributions for pension insurance.

If an employee decides to participate in supplementary pension insurance, employer contributions are voluntary. 
Employer obligations to provide supplementary pension contributions can arise from the employer’s internal regulations, 
an agreement with a particular employee, or a collective agreement. In such cases, the employer is obliged to make the 
necessary contributions in order to perform its contractual or stated duties.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach
for failure to satisfy those requirements?

Retirement schemes, and therefore the investment of their assets, are provided primarily by pension funds and pension 
insurance companies. Pension funds and pension insurance companies are legal entities with a registered office in the 
Czech Republic that operate supplementary pension insurance under the State-Contributory Supplementary Pension 
Insurance Act and the Supplementary Pension Savings Act. Liability for breach of the statutory investment obligations 
therefore applies to pension funds and pension insurance companies.

Czech Republic
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The investment obligations that are imposed by the relevant statutes on pension funds and investment companies 
include prudent investment obligations, restrictions and requirements relating to permissible investments, diversification 
obligations, and restrictions on participation in other legal entities.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Where the mandatory state pension insurance is concerned, employers are required to maintain a register of their 
employees. The register must contain employee identification data (such as name, date of birth, personal identification 
number, residence, etc.), as well as other data required to calculate the employee’s state pension.

The Act on the Organisation and Administration of Social Security also requires employers to maintain “Personal Records 
for Pension Insurance” (“PRPI”). Employers must create two originals, one of which must be kept in the employer’s 
register, and the second of which must be submitted to the CSSA. The PRPI must be submitted annually for each 
employee.

Failure to fulfill the obligations described above may result in a fine from the CSSA of up to CZK 500,000 (approximately 
EUR 18,518).

The main disclosure obligations apply to the CSSA. Upon written request, the CSSA must provide citizens with 
“Informative Personal Records for Pension Insurance.” This document contains a summary of the citizen’s insurance 
periods and assessment bases.

Where supplementary pension insurance is concerned, insurance beneficiaries are entitled to information from a pension 
plan about the level of funds that the plan holds for them and about the status of those funds, including information on 
percentage investment returns.

Furthermore, pension funds and pension companies commit an administrative offense if they fail to inform insurance 
beneficiaries in writing about changes to the pension plan that relate to entitlements and payments from supplementary 
pension insurance. Failure to comply with this duty may result in a fine of up to CZK 20,000,000 (approximately EUR 
740,740).

Pension funds are obliged to submit a “Report on Financial Activity,” their Articles of Association, and a list of the 
members of their governing bodies to the Czech National Bank. Pension companies are also required to publish annual 
records and send them to the Czech National Bank. The Czech National Bank maintains a register of pension funds and 
pension companies, which is accessible via its website.

If an employer provides contributions to employees’ supplementary pension insurance based on terms set out in its 
internal regulations, the content of those regulations should be the subject of consultation with trade unions. 
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8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

State pension insurance system mandatory contribution levels cannot be changed as they are prescribed by Czech law.

With respect to employer contributions to supplementary pension insurance, the employer is only bound by the 
employment contract, collective agreements, and its internal regulations. If the terms are stipulated in the employer’s 
internal regulations, the employer can amend them unilaterally without employee consent. However, if the terms are set 
out in a contract (whether an employment contract or a collective agreement), a further agreement is required to modify 
the terms.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

The requirement to make payments to the CSSA is a legal obligation, and employers and employees cannot withdraw 
from or terminate the state pension insurance system. The CSSA continually monitors the payments made to it to 
ensure they are made punctually and calculated correctly. In the event of late payment, employers must pay additional 
penalties.

In relation to supplementary pension insurance, an employer cannot terminate the insurance arrangement since the 
contractual relations are between the insurance company (fund) and the employee. As contributions made by the 
employer are a benefit provided voluntarily, employees are not entitled to claim this benefit under Czech law, except as 
provided by the agreement between the employer and the employee, collective agreements, or the employer’s internal 
regulations.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

In terms of supplementary pension insurance, the employer pays its contributions into a special employee account 
maintained by an insurance company/fund. When an employee changes jobs, the contributions paid by the former 
employer remain in this account. As such, employees are entitled to retain any contributions paid by their former 
employer. However, the former employer is not required to pay further contributions once the employee has left their 
employment.

Employees are also entitled to change their private pension insurance provider and to transfer their savings to another 
provider.

Czech Republic
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11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

No. Such adjustments/increases are not required by law.

Czech Republic

Contributed by: Jan Koval, Havel, Holásek & Partners
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Denmark

Contributed by: Kromann Reumert

1. Does the state provide a pension, retirement income or social security program of some type?

The Danish pension system is characterised by a number of public pension schemes and far-reaching mandatory 
occupational pension schemes primarily established by collective bargaining agreements.

The primary first pillar pensions include the general state pension scheme (Folkepension), the Førtidspension, and the 
Efterløn. The Førtidspension and the Efterløn provide early retirement pensions while the general state pension scheme 
provides a universal basic old age pension. The general state pension scheme and the Førtidspension are both financed 
exclusively on a pay-as-you-go basis from tax revenues. The Efterløn is financed partly on a pay-as-you-go basis from tax 
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revenues and partly by contributions from individuals participating in the scheme. In addition to the primary first-pillar 
pensions, there is the Danish Labor Market Supplementary Pension Scheme (ATP) which is funded by employer and 
employee contributions. Together, these statutory pension schemes provide for a minimum retirement income.

The level of monthly pension payments from the general state pension scheme depends on various factors, such as the 
employee’s marital status, while the level of payments under the Danish Labor Market Supplementary Pension Scheme 
depends on the contributions made during the employee’s working life.

The retirement age at which an individual qualifies to receive payments under both the general state pension scheme 
and the Danish Labor Market Supplementary Pension Scheme is currently between 65 and 68 years, depending on the 
employee’s date of birth.

There is also a public service pension scheme (Tjenestemandspension) for public sector employees. As only a small group 
of Danish employees are subject to this scheme, it falls outside the scope of this guide.

2.  Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Other than mandatory employer contributions to the Danish Labor Market Supplementary Pension Scheme (see question 
1), employees are only entitled to employer pension contributions if this is agreed with the employer, e.g., in the 
employment contract, or if the employment is subject to a collective bargaining agreement which provides for employer 
pension contributions.

Employers that are not subject to a collective bargaining agreement requiring participation in a pension scheme often 
offer their employees participation in a company pension scheme. Such voluntary occupational pension schemes are 
almost exclusively defined contribution schemes and are normally managed by a commercial pension provider. The 
employer’s obligations are therefore limited to payment of the specified contributions to the pension provider. The 
specified contribution rate often tracks the major collective bargaining agreements, as described below.

The vast majority of collective bargaining agreements provide for fully funded defined contribution schemes. 
Contribution rates are often between 12-18% of employee earnings, of which 2/3 is paid by the employer and 1/3 by the 
employee. Employers generally fulfill these obligations through direct payments to the pension provider.

Under most collective bargaining agreements, participation in the pension schemes is mandatory, and employers and 
individual employees cannot negotiate a higher salary or other benefits in lieu of pension contributions.

A number of collective bargaining agreements designate specific pension providers to administer the pension schemes 
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set out in the collective bargaining agreement. Failure by an employer to pay pension contributions under the applicable 
collective bargaining agreement may lead to a claim for payment of up to five years’ worth of backdated contributions. In 
addition, noncompliant employers may owe significant penalties to the relevant trade union.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

Other than the primary first pillar pensions and the Danish Labor Market Supplementary Pension Scheme (see question 
1), pension schemes are generally not regulated by Danish law. However, collective bargaining agreements requiring 
participation in a pension scheme generally include detailed rules governing such pension schemes (see question 2).

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Employer contributions to an employee’s supplementary pension scheme are generally tax-exempt. However, this 
depends on the type of pension scheme, e.g., for some schemes, the tax exemption is limited to DKK 53,500 a year.

Employee contributions are deducted before tax, but are still subject to labor tax. The pension provider automatically 
withholds the labor tax from the contribution. Most employee contributions to a supplementary pension scheme will be 
tax-deductible depending on the type of the scheme.

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

Employers may establish a voluntary company pension scheme under which only employees are required to contribute, 
with the contributions being paid to the employee’s individual pension savings/pension insurance arrangement. In 
such cases, the employer must ensure that the employee’s pension contributions are deducted from the employee’s 
salary and paid to the pension provider. This type of pension scheme can only be set up if the employee in question 
is not subject to an agreement with the employer or a collective bargaining agreement requiring employer pension 
contributions.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach
for failure to satisfy those requirements?

The Danish Financial Supervisory Authority and the Danish Business Authority oversee pension providers in accordance 
with the Danish Financial Business Act and the Danish Act on the Supervision of Company Pension Funds. The main aim 
of these authorities’ supervision of pension providers is to ensure that they comply with statutory requirements. If a 
pension provider violates any of the applicable rules, the Financial Supervisory Authority may issue a complaint, an order 
or a fine. Ultimately, the pension provider may be reported to the police or have its license withdrawn.

Denmark



HOME COUNTRIES DIRECTORY CONTINUESCROLL DOWN

February 2017

A Regional Guide to Retirement Plans & Schemes

There is extensive client/employee-protection regulation in the financial sector, which also applies to pension providers. 
In this context, pension providers are subject to rules such as a good practice order, which regulates the guidance 
and information to be provided to customers/employees, and an investor protection order, which sets out guidelines 
for responsible investment. In addition, pension providers are under an obligation to comply with a “best execution” 
principle whereby they must take all reasonable measures to obtain the best possible outcome for their customers.

If a pension provider fails to comply with the applicable rules, the breach is generally punishable by a fine. In more 
severe cases, the breach may be a criminal offense punishable by a fine or even imprisonment. A compensation claim 
may also be raised depending on the situation.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Generally, there are no statutory reporting, disclosure or employee consultation requirements in relation to pension 
schemes. However, collective bargaining agreements providing for pensions may include special formal procedures and 
rules on, for example, employee consultation.

Moreover, employees who participate in a pension scheme set out in a collective bargaining agreement and employees 
who participate in a voluntary company pension scheme must be informed of any amendments to the pension scheme. 
If the amendments are material amendments that are to the employees’ detriment, they can only be made once each 
employee’s individual notice period has expired, unless otherwise specifically agreed with each employee (see question 
8).

In addition, under the Danish Financial Business Act, pension providers are required to provide individual counsel to their 
customers. This means that the pension provider must provide its customers with information on, for example, the risks 
associated with a specific arrangement and what the immediate consequences of a customer’s choice might be. Failure 
to comply with the information requirements under the Danish Financial Business Act is a criminal offense and may result 
in a claim for damages or even nullification of the agreement with the customer.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Generally, employers can make minor amendments to employees’ terms and conditions of employment without giving 
notice to the affected employees. However, material amendments to the terms and conditions of employment that 
are to employees’ detriment are treated as a termination of the employees’ employment and a simultaneous offer 
of re-employment on the amended terms and conditions of employment. As a result, material amendments can only 
be made once each employee’s individual notice period has expired, unless otherwise specifically agreed with each 
employee. Moreover, employees are not obliged to accept the offer of re-employment on the amended terms and 
conditions and can therefore consider themselves dismissed by the employer if they do not wish to accept the offer of 
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re-employment. In general, changes to the employee’s salary and pension rights that are to the employee’s detriment are 
considered material amendments to the employment terms and conditions and must therefore be made in accordance 
with the above rules.

Notwithstanding the above, terms and conditions of employment (including, as relevant here, rules governing pension 
benefits) that arise from a collective bargaining agreement can only be amended in accordance with the specific rules 
outlined in that collective bargaining agreement.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Pension schemes based on collective bargaining agreements

In general, it is not possible for employers to withdraw from or terminate a pension scheme set out in a collective 
bargaining agreement. If an employer wishes to terminate the pension scheme, the entire collective bargaining 
agreement must be terminated in accordance with the rules set out in that agreement. Usually, this will require 
negotiations for a new collective bargaining agreement and, if the employer does not wish to enter into a new collective 
bargaining agreement, termination of the existing collective bargaining agreement will generally require the employer to 
start a dispute with the trade union.

Pension schemes based on agreement between the employer and the employee

Whether an employer is able to withdraw from or terminate a pension scheme based on an agreement between the 
employer and the employee will depend on the terms and conditions of that agreement. In general, termination of a 
pension scheme is a material amendment to the employee’s terms and conditions of employment to the employee’s 
detriment and therefore can only be made upon expiration of the employee’s individual notice period (see question 8).

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Both employees subject to a collective bargaining agreement providing for pension provision and employees who 
participate in a voluntary company pension scheme can move their pension savings to another pension provider if they 
change jobs. In general, such transfers are either free of charge or are subject to a low fee.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

As a general rule, no. However, it is generally possible to adjust pension payments to suit individual needs.

Denmark
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Egypt

Contributed by: Shalakany Law Office

1. Does the state provide a pension, retirement income or social security program of some type?

Yes, the state provides a social security program that in addition to disability and death insurance, work injury insurance, 
medical insurance, and unemployment insurance, also provides retirement income.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Under Egyptian law, employers are required to either participate in the state’s social security program or adopt an 
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alternative fund.

To participate in the social security program, employers pay social insurance contributions in respect of all their 
employees to the Social Insurance Authority.

Employers can, instead, adopt an alternative fund that gives employees greater benefits than the state’s social security 
insurance system. Such alternative funds are extensively regulated by Law No. 54/1975 and 64/1980 and are supervised 
by the Egyptian Financial Supervisory Authority (“EFSA”). Alternative funds have independent legal personality and must 
be registered with the EFSA.

In addition to the above, employers can adopt an optional retirement plan. Such plans are not explicitly regulated by law 
and are not supervised by any authority. Employees have the right to choose whether or not to adopt or join such plans.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

The Social Insurance Law governs retirement plans in Egypt. All employers are required to participate in the state social 
insurance system and to pay social insurance contributions in respect of all employees who:

• are aged 18 or over; and

• have a continuous (rather than intermittent) employment relationship with the employer.

Alternative funds are regulated by Law No. 54/1975 and 64/1980.

Optional retirement plans are not explicitly regulated by law and are treated as a stand-alone contract between the 
employer and the employee.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Social insurance contributions, contributions to alternative funds and contributions to optional retirement plans are 
exempt from taxes.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Employer contributions to either the state social insurance system or alternative funds are mandatory. Employer 
contributions to optional retirement plans are not required.
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6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach
for failure to satisfy those requirements?

Under Article 14 of the Executive Regulation of Law No. 54/1975, assets held by alternative funds must be invested as 
follows:

(a) At least 25% of the fund’s total assets must be invested in securities that are guaranteed by the Egyptian government.

(b) Not more than 60% of the fund’s total assets must be invested in some or all of the following:

(i) real estate in Egypt;

(ii) listed securities;

(iii) fixed interest deposits in Egyptian banks; or

(iv) any other investment with a guaranteed interest rate, subject to EFSA approval.

(c) Not more than 15% of the fund’s total assets must be deposited in a current account at an Egyptian bank.

As far as optional retirement plans are concerned, the employer is free to determine the means of investment.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

No reporting, disclosure or employee consultation rules apply to optional retirement plans.

Disclosure rules do apply, though, to alternative funds. Under the Executive Regulation of the Law No. 54/1975, 
alternative funds must submit documents to the EFSA evidencing their investments under paragraph (b) of question 6 
above as follows:

• Real estate investments – funds must submit (i) documents and expert reports showing the value of the property
and (ii) a certificate from the Registry of Deeds demonstrating that the property is free from any third-party rights. In
addition, the fund may not dispose of the property in any way without the EFSA’s prior approval.

• Investments under subparagraphs (b)(ii) to (b)(iv) of question 6 above – funds must submit certificate(s) from the
bank(s) with which the funds have deposited the assets or the financial securities.

In addition to the above, an actuarial expert must audit the fund’s accounting every five years. The EFSA can also require 
this audit to be carried out once every year at its discretion. A copy of the actuarial expert’s report must be sent to the 
EFSA.
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8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Employers may not unilaterally alter the terms of the state social insurance system or alternative funds, as they are 
mandatory and stipulated by law. 

Employers can alter the terms of an optional retirement plan unless otherwise agreed with the employee at the time that 
the employee joined the plan.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers cannot withdraw from the state social insurance system or from alternative funds. However, employers 
can withdraw from or terminate an optional retirement plan, but will remain contractually liable to employees for the 
employer contributions and any amounts due to the employees in accordance with the plan’s terms.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Only in the case of the mandatory state social insurance system.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

When employees reach retirement age (age 60), employers no longer need to contribute to the state social insurance 
scheme or to any alternative funds with respect to that employee.

Contributed by: Khaled Sherif, Shalakany Law Office
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Finland

Contributed by: Dittmar & Indrenius

1. Does the state provide a pension, retirement income or social security program of some type?

The Finnish pension system comprises two separate pension systems that complement one another. The National 
and Guarantee Pensions are meant for those pensioners who have no Earnings-Related Pension or whose pension is 
very small. The National and Guarantee Pensions are funded by the state. The Earnings-Related Pension is earned by 
employment or income from self-employment. Employers are required to take out a pension insurance policy for each of 
their employees, which is funded by employer and employee contributions. The self-employed are responsible for their 
own insurance premiums.
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Authorized pension providers – pension funds and foundations – provide the Earnings-Related Pensions. Under this 
program, all employers are required to take out a pension insurance policy for each of their employees from the 
insurance provider of the employer’s choosing. Employers then deduct employees’ contributions from their salaries and, 
along with the employer’s own contributions, pay insurance premiums to the pension provider. The self-employed are 
responsible for their own insurance premiums.

Employers and employees are also allowed to set up additional voluntary pension arrangements. Options for voluntary 
pension arrangements are either group pension insurance or individual pension insurance. However, due to the current 
strong mandatory pension system, voluntary occupational pension schemes are less common in Finland than in other 
European countries. Supplementary pension schemes are seen as an additional benefit for employees and they mainly 
cover employees in executive positions.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

There are various pension laws governing the private and public sectors. In the private sector, employees are usually 
covered by the Employees Pensions Act.

Finland has enacted wide-ranging pension reform that came into force on January 1, 2017. The central change under the 
2017 pension reform is the gradual increase in the minimum retirement age from 63 to 65.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Employers can deduct the pension insurance contributions they pay towards the Earnings-Related Pension system as 
allowable expenses in taxation.

Group pension insurance contributions are also deductible expenses for the employer. As employer group pension 
insurance contributions are typically not considered to be taxable income for the employees, they are not subject to 
income tax or social insurance contributions. The pension paid to the employee in due course under the supplementary 
pension scheme is regarded as taxable earnings and is therefore subject to income tax.

Employer contributions made to an individual pension scheme are not considered taxable income of the employee, 
provided that the insurance contract is taken out by the employer and the contributions do not exceed EUR 8,500 a year. 
If the insurance contract is taken out by the employee, all employer contributions are considered to be the employee’s 
income and therefore are subject to income tax and social insurance contributions.
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Tax relief on employee pension contributions is only available for supplementary pension insurance contracts taken out 
by the employee (and not by the employer).

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

Employers can arrange supplementary pension schemes for their employees through either group pension insurance 
contracts or individual pension insurance contracts. Currently, supplementary pension schemes are not particularly 
common in Finland. However, under the 2017 pension reform, supplementary schemes are a means by which employers 
can control employees’ retirement.

Individual pension insurance, which can be either voluntary pension insurance or a long-term savings contract, may be 
taken out by the insured person or by the employer. If the employer is the policyholder, the insured person may not pay 
contributions to the insurance.

Normally group pension schemes are based on defined contributions and the value of the pension is eventually 
determined on the basis of the accumulated savings. Contributions can, for example, be defined as a fixed percentage of 
the employee’s salary or may be linked to the company’s profits.

Benefits under supplementary pension schemes can be linked to the employee’s salary or the employee contributions.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach
for failure to satisfy those requirements?

There is specific legislation concerning the activity of pension providers, but this is not directly relevant for employers.

More relevant for employers is what kind of pension promise they have made to employees. If the employer has 
promised to offer a certain kind or amount of pension to an employee in the employment agreement or by other binding 
measures, and the pension arrangement is insufficient to cover the employer’s pension promise, the employer may be 
liable to compensate the employee for the difference.

Pension promises are particularly binding when they are included in an employment agreement, but a general statement 
in a company pension policy might also lead to employer liability. 

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

An employer that has taken out an insurance contract must provide the pension insurance company with the employer’s 
identification data, and the names, personal identity codes and salary information of the employees working under an 
employment contract within the time limit specified in the insurance contract. This notification obligation also applies 
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to employers who have made pension arrangements for their employees through an industry-wide pension fund or a 
company pension fund. The Finnish Centre for Pensions oversees employers’ compliance with these statutory obligations. 
In the supplementary pensions context, the pension provider oversees the employer’s compliance with its reporting and 
insurance obligations.

The pension providers’ reporting and disclosure obligations are supervised by the Finnish Financial Supervisory Authority 
(“FSA”). The pension provider must prepare its financial reports in accordance with the Accounting Act 1997. Auditing 
of the pension provider must also be performed in compliance with the Auditing Act 2015. The FSA oversees pension 
providers’ compliance with these requirements.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

If an employer has reserved the right to alter the terms of a supplementary retirement plan/scheme unilaterally, it can 
in principle be done without employee approval. However, it should be noted that if the supplementary retirement plan/
scheme has been in place for a long time, it is possible that all or part of the plan/scheme could be considered part of 
the terms of employment. In this respect, the employer may not have a right to unilaterally alter the terms of the plan/
scheme even if the employer has reserved a right to do so.

If a unilateral amendment right has not been reserved and the employer wishes to alter the terms of a plan/scheme, 
it may have to reach an agreement with the employees or, alternatively, grounds for termination of the employment 
relationship must exist.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

If the employer has reserved the right to withdraw from or terminate a supplementary retirement plan/scheme 
unilaterally, it may in principle do so without employee approval.

If such a right has not been reserved and the employer wishes to withdraw from or terminate a plan/scheme, it may have 
to reach an agreement with the employees or alternatively, grounds for termination of the employment relationship 
must exist.

If an employee refuses to agree to withdrawal or termination of a retirement plan/scheme as the employer wishes, the 
employment contract remains valid. If the employer has no right to withdraw from or terminate a plan/scheme (when 
the employee refuses to agree or no grounds for termination of the employment relationship exist) and the employer 
withdraws from or terminates the plan/scheme, the employees are entitled to compensation for damages. In 
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principle, no damages are payable if the employer has reserved the right to withdraw from or terminate the plan/scheme 
unilaterally, as long as the employee’s employment contract does not entitle him or her to a certain level of pension 
benefits.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

In principle, a paid-up policy entitlement applies to supplementary pension schemes. The employee may be entitled to 
the full or partial value of a paid-up policy at the time of termination of the employment contract, or the value may be 
connected to the duration of the employment contract. The employee’s rights also depend on the terms of the pension 
scheme and/or the employer’s pension promise.

If the pension scheme does not provide those rights to the employee, however, the employee may not be entitled to the 
paid-up policy. In such cases, the employee loses his or her supplemental pension/retirement benefit entitlement when 
changing jobs.

Supplementary pension rights to which the employee is entitled can be transferred to another pension insurance 
provider if the insurance was taken out in 2010 or later. Pension insurance taken out before 2010 is also transferable, but 
only with the consent of the pension insurance provider.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

For supplementary pension benefits, the employer is required to ensure that the supplemental pension is paid to the 
pensioner in accordance with the conditions that are valid at the time the person retires. Please also see question 6 
about the employer’s compensation obligation.

The National and Guarantee Pensions payments are revised yearly in line with the national pension index to reflect the 
increase in the cost of living.

Finland
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France

Contributed by: Mayer Brown

1. Does the state provide a pension, retirement income or social security program of some type?

The French government provides a state pension funded by employer and employee “old age insurance” contributions 
that are deducted from payroll and paid to the URSSAF (the French social security authority). Upon retirement, 
individuals receive monthly payments from the French government in an amount determined by a statutorily prescribed 
formula.

It should be noted that officials and employees of public companies benefit from specific pension systems which fall 
outside the scope of this guide.
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

In addition to the social security pension system, employers must contribute to complementary pension schemes. 
These schemes are operated by institutions jointly managed by employers’ associations and unions. The two largest 
such schemes are ARRCO, which provides benefits to employees in non-managerial positions, and AGIRC, which covers 
employees in managerial positions. These schemes are due to merge in 2019. There are other schemes specific to certain 
professions such as lawyers, pilots, etc. All of these complementary pension schemes are established as mandatory pay-
as-you-go systems.

In addition to these complementary schemes, employers may set up supplemental pension schemes. These generally 
consist of defined contribution plans, which benefit from preferential tax and social security treatment subject to 
compliance with a number of conditions. There are also defined benefit plans which are less common. 

Given the substantial proportion of retirement income provided by the social security system and the mandatory 
complementary pension systems/schemes, the private supplemental system tends to be less significant in France than in 
other countries.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

Under Article L.921-1 of the Social Security Code, employees contributing to the general social security system or to the 
agricultural social security system must join a complementary pension scheme.

As explained above (see question 2), these schemes are operated by institutions jointly managed by employers’ 
associations and unions. These institutions are grouped into two main federations, ARRCO and AGIRC, which are due to 
merge in 2019. The 1947 national collective bargaining agreement and its rules of procedure govern AGIRC, while the 
1961 national collective bargaining agreement and its statutes govern ARRCO. Together these documents set out all 
material rules applicable to AGIRC and ARRCO. These rules mainly concern employer and employee contribution rates 
and accrual of pension rights.

Given that complementary pension schemes are distinct, quasi-state pension schemes, to which employers have a duty 
to contribute on a pay-as-you-go basis, the following sections will not cover these schemes or the state pension scheme.

In addition to the state pension scheme and complementary pension schemes, supplemental pension schemes may be 
set up by employers. This is usually not mandatory for employers, except in the rare case where an industry-wide 

France



HOME COUNTRIES DIRECTORY CONTINUESCROLL DOWN

February 2017

A Regional Guide to Retirement Plans & Schemes

collective bargaining agreement requires it. Such schemes can take the form of pension plans or savings plans, a choice 
that affects the tax treatment of employer contributions (see question 4).

Supplemental pension schemes are often referred to by the particular French General Tax Code articles providing their 
tax exemptions. “Article 39” plans are defined benefit schemes, where benefits are conditional upon remaining an 
employee of the same employer until retirement with no vested individual rights. A specific social contribution regime 
is set out in Article L.137-11 of the Social Security Code for these plans. “Article 83” plans are defined contribution 
schemes, with mandatory employee participation and vested benefits that employees retain even if they leave the 
employer before retirement. Article L.242-1 of the Social Security Code sets out the conditions for preferential social 
security treatment for these schemes.

Employers can also set up company-wide savings plan such as collective retirement savings plans (“PERCO”) in order 
to allow employees to invest their profit-sharing rights, their own savings and additional employer contributions in a 
retirement plan. Participation in such plans is optional for employees.

Pension plans must not discriminate on the grounds of gender or between employees based in France and based 
overseas. Plans must also maintain all member rights in the event of employer insolvency or transfer.

New pension plans must be outsourced to one of the regulated institutions (see question 6).

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Employer contributions to supplemental pension plans providing defined benefits are tax-deductible for the employer 
if the plan is outsourced to a regulated institution. For older pension plans where benefits are paid directly by the 
employer, provision made in the employer’s accounts for such benefits is not deductible, but the actual benefits are 
deductible when paid, within certain limits for listed companies. Employer contributions are free from employee income 
tax, subject to a number of conditions. Such contributions are subject to specific social security rates at the employer’s 
choice of either 32% on pension benefits paid, 24% on contributions to a regulated institution, or 48% on accounting 
provision for accrued benefits if the pension plan is managed internally by the company.

Employer contributions to supplemental pension plans providing defined contribution benefits are tax-deductible for the 
employer and free from employee income tax, subject to a number of conditions and limits. They are also free from most 
social security contributions, subject to a number of conditions and limits, although they are subject to the “contribution 
sociale généralisée” (“CSG”) and the “contribution pour la remboursement de la dette sociale” (“CRDS”) and the 
“forfait social” at a total of 28%. These conditions, which are often modified and relatively numerous, relate to (i) the 
establishment of the plan, (ii) the legal entity paying the pension benefits, and (iii) the beneficiaries. The social security 
authorities tend to interpret these conditions strictly and reassessments are common. If any of these conditions are not 
met, employer contributions will be subject to income tax and social security contributions as if they were salary.
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5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Supplemental pension plans with defined benefits are fully funded by the employer. Supplemental pension plans with 
defined contributions are usually funded either fully by the employer or partly by the employer and the employee. The 
employer cannot impose a contribution requirement on employees unless the pension terms are set by a collective 
bargaining agreement or an employee referendum.

Employers can, however, set up individual retirement savings plans for employees (“PERP”). Employees can make 
individual contributions to these plans. Employers do not have to contribute to these plans.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Newly-created pension plans must be outsourced to regulated institutions, which are insurance companies, mutual 
insurance institutions or provident institutions (collectively, “Pension Institutions”). Former supplementary pension 
institutions (“IRS”) which were subject to limited legal requirements had to be transformed into either provident 
institutions or a newly-created form of institution for the management of supplementary pensions (“IGRS”) which only 
have administrative duties and must outsource management and investment to a Pension Institution.

Pension Institutions are subject to prudential rules under the EU Solvency II Directive (2009/138/EC) as transposed 
into French law by ordinance No. 2015-378 of April 2, 2015, in particular regarding capital requirements, authorization, 
governance and control. Pension Institutions are supervised in France by the ACPR (Autorité de contrôle prudentiel et de 
résolution) in coordination with EIOPA (the European Insurance and Occupational Pensions Authority) at the European 
level.

In the event of breach of these prudential rules, the ACPR may issue warnings, withdraw authorizations temporarily or 
permanently, or file for insolvency of the Pension Institution, depending on the nature of the breach.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Before setting up a collective supplementary pension scheme or before making any material change(s) to such a scheme, 
particularly changes to contribution rates, the works council must be informed and consulted. In the event of late 
payment of contributions by the employer, the works council again must be informed.

The Pension Institution managing the pension plan must provide an annual report to the employer detailing 
contributions, charges, beneficiaries, investment allocations and investment performance. This report must then be sent 
by the employer to the works council.
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Employers must give employees an explanatory note drafted by the Pension Institution about the pension plan and any 
amendment(s) to it, upon the later of establishment of the scheme or commencement of the employment contract. 
Employees must be provided with annual information about their acquired rights directly by the Pension Institution. They 
must also be given information by the Pension Institution on their rights when they leave the employer.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Pension plans are established by way of a collective bargaining agreement, an employee referendum or a unilateral 
employer decision. For each of these methods, specific rules apply in the event of amendments to, or termination of, 
the plan, the general guideline being that the plan can only be amended in the same way that it has been set up, except 
for collective bargaining agreements which can take precedence over the other methods. The works council must be 
consulted in all cases.

Individual employee consent is not required unless reference to the pension plan is made in the employment contract. 
Nevertheless, employees must be informed in writing of any change(s).

In the case of an “Article 39” defined benefit plan, where benefits are conditional upon the employee remaining an 
employee of the same employer until retirement, the employer is free to make any changes before retirement subject to 
the above restrictions. Employees are deemed not to accrue any rights until they retire and claim their pension.

In the case of a defined contribution plan, employees accrue individual rights to amounts already invested and these 
benefits cannot be reduced.

Once employees have retired, they acquire a right to their pension which cannot be modified except in relation to 
revaluation methods.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers can terminate a supplemental pension plan or scheme in the same way they can change it (see question 8). 
An “Article 39” defined benefit plan can be terminated at any time before retirement. It cannot be terminated after 
retirement. If a defined contribution plan is terminated, employees will keep their accrued rights invested in the Pension 
Institution and receive distributions upon retirement.

Where the pension plan is provided for by an industry-wide collective bargaining agreement, the employer cannot 
terminate it.
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10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Where an employee benefits from an “Article 39” defined benefit pension plan that is conditional upon his or her 
employment with the company until retirement, he or she will lose all entitlements to the pension on changing jobs. 
Where an employee benefits from a defined contribution pension plan, he or she has an individual right to the sums 
already accrued that he or she will keep until retirement. Indeed, unless certain specific circumstances apply, the 
employee cannot access these funds before retirement, and they will continue to be managed by the Pension Institution 
until then. The pension plan must also give the employee the option to request the transfer of his or her rights to 
another pension plan in the event of a change of employer.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

No, although some plans voluntarily provide for such an increase.

Contributed by: Régine Goury, Mayer Brown
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Germany

Contributed by: Mayer Brown LLP

1. Does the state provide a pension, retirement income or social security program of some type?

The German pension system is usually viewed as a “three layer system,” comprising the following elements:

Layer I: Basic Provision – This layer consists of the state pension plan (“gesetzliche Rentenversicherung”), which is still 
the most important element of the German pension system, and the “Ruerup-Pension,” which was introduced in 2005 
and is a partially tax-exempt privately financed pension vehicle. Contributions to the state pension system are borne by 
employers and employees in equal shares.
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Layer II: Private Provision (“private Altersvorsorge”) – This layer is made up of various life insurance contracts or private 
equity investments. Again, certain tax incentives have been introduced to encourage participation in this layer, the most 
important of which is the so-called “Riester-Pension.”

Layer III: Occupational Pension Plans (“betriebliche Altersversorgung”) – The German Pensions Act 
(“Betriebsrentengesetz”) generally recognizes two different methods of financing occupational pension promises:

• internal financing under a so-called direct commitment – these are often asset-backed via so-called contractual trust
arrangements (“CTAs”); and

• external financing and indirect commitments. In this scenario, an external funding vehicle is used to fund the promised
benefits. The German Pensions Act recognizes four different external funding vehicles: pension funds, Pensionskasse,
support funds, and the most common funding method, direct insurance.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

The state pension plan (“gesetzliche Rentenversicherung”) is, as a general rule, compulsory for all employers and 
employees. Only civil servants, the self-employed and employees working in certain professions for which special 
professional plans have been set up (e.g., lawyers and artists) are either exempt from, or may opt out of, the state plan.

Employers are not required to offer occupational pension plans. However, even if employers do not offer an 
occupational pension plan, employees can require the employer to pay an amount from the employee’s remuneration 
of up to 4% of the social security contribution ceiling (“Beitragsbemessungsgrenze”) to a deferred compensation plan 
(“Entgeltumwandlung”).

On December 21, 2016, a draft bill to encourage the provision of occupational pensions (“Betriebsrentenstärkungsgesetz”) 
was adopted. If enacted, this new law will significantly amend the German Pension Act, the Gesetz zur Verbesserung der 
betrieblichen Altersversorgung or Betriebsrentengesetz. The legislation is expected to come into force by January 1, 2018. 
The draft bill allows employers to introduce automatic deferred compensation plans for all employees or for a group of 
employees of the company or single business under a collective bargaining agreement. Employees will need to actively 
opt out if they do not wish to be covered by such a plan.
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3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

The state pension plan is part of the German statutory social security system. The legal framework for the statutory state 
pension plan is contained in Book VI of the Social Code (“SGB VII”).

The legal framework for occupational pension plans is contained in the German Pensions Act. Occupational pensions are 
promised by the employer to their employees. As such, the underlying promise is part of the employment relationship 
and is governed by German employment law. Occupational pensions can be promised individually, i.e., as part of the 
employment contract, or collectively as part of agreements with employee representative bodies (works councils or 
unions). Also, the German Income Tax Act (“Einkommensteuergesetz”) contains a large number of rules on the tax 
treatment of different plan designs. The regulatory framework of financing vehicles is governed by the Insurance 
Supervisory Act (“Versicherungsaufsichtsgesetz”), and the relationship between the employee and the financing vehicle is 
often governed by the Insurance Contract Act (the “Versicherungsvertragsgesetz”).

The draft bill to strengthen occupational pension provision, which is expected to come into force by January 1, 2018, 
lays the foundation for industry-wide pension plans with more flexible pension promises. For the first time, German law 
on occupational pensions will allow pure defined contribution plans (“pay and forget”). These industry-wide defined 
contribution plans will be set up mainly through collective bargaining agreements between the social partners, i.e., 
the collective bargaining unions on the one hand and employers’ associations on the other hand, in new industry-wide 
pension funds or within the framework of existing pension funds, Pensionskassen or direct insurances. Currently, the 
employer always remains ultimately liable for a predefined benefit. The introduction of pure defined contribution plans 
will release employers from previous liability risks for company pensions. No minimum performance requirements or 
guarantees are required from the pension benefit provider under the draft bill. The new type of company pension will be 
supervised by Germany’s Financial Supervisory Authority, BaFin.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Before 2005, only investment returns earned by the state pension plan on employee contributions were subject to 
taxation. Since January 1, 2005, state benefits have become subject to an EET taxation model (“exempt, exempt, taxed” 
– i.e., contributions and investment returns are not taxed, while benefit payments are subject to income tax). When
this model was introduced, 50% of the benefits payable under the state plan were taxable, and this rate applied to all
pensioners who began receiving benefits in 2005 or earlier. The proportion of state pension benefits that are taxable
increases depending on the year in which the benefits are drawn for the first time, with a rise of 2% a year from 52% in
2006, going up to 80% by 2020. As of 2021, the yearly increase will be reduced to 1% a year until 2040 (at which point all
benefits payable under the state plan will become subject to income tax).
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As a very general rule, benefits from occupational pensions are taxable income when paid. Employee contributions 
are tax-free up to 4% of earnings below the social security contribution ceiling, plus a lump sum of EUR 1,800 if the 
pension promise was given in or after 2005. It is expected that, as part of the amendments to the law governing third-
layer pensions under the draft bill to strengthen occupational pension provision, the threshold for tax-free employee 
contributions to a pension fund will be increased to 8% of earnings up to the social security contribution ceiling by 
January 1, 2018.

The tax treatment of employer contributions depends on the funding method used. If the pension is internally financed, 
the employer can accrue book reserves on its balance sheet with a discount rate of 6% (this rate is statutorily defined 
and is currently the subject of significant debate). If the pension is externally financed, as a general rule contributions can 
be deducted as business expenses. Specific deduction limits may apply, depending on the chosen financing vehicle.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Contributions to the state plan amount to 18.7% of an employee’s gross income. Contributions are split equally between 
employer and employee. The employee’s gross income used to calculate contributions is capped at the social security 
contribution ceiling (“SSCC”) – in 2017, the SSCC is EUR 76,300 in the old German states (i.e., those states that made up 
the Federal Republic of Germany prior to reunification in 1990), and EUR 68,400 in the new German states (i.e., those 
states that made up the German Democratic Republic prior to reunification in 1990).

In an occupational pension plan, employer contributions are not mandatory if internal financing is the chosen funding 
method. In such plans, no contributions are mandatory. However, internally financed plans are often asset-backed via 
CTAs, under which the employer may opt to make regular contributions on a voluntary basis, often in order to obtain a 
balance sheet advantage. If the chosen funding method is via an external vehicle, i.e., pension funds, Pensionskassen or 
direct insurance, the employer must pay contributions to the vehicle. The key differences between these vehicles are 
found in the regulatory and tax frameworks applicable to them.

Hybrid funding systems (i.e., systems under which both employers and employees pay contributions) are common. Under 
the German Pensions Act, employees are entitled to contribute up to 4% of their salary, up to a maximum of EUR 2,976, 
to pension funds, Pensionskassen or direct insurance. Exercise of this right entitles employees to either defer taxation 
or to receive governmental incentives to the extent the employee invests in pension funds, Pensionskassen or direct 
insurance. Many plans combine such an employee contribution arrangement with additional employer contributions, 
which gives employees additional incentives to make timely arrangements for their retirement.
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6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

In an internally financed plan, there are generally no investment restrictions. The employer is required to pay the 
promised pension benefits from its assets when they become due and, as such, the employer is free to invest its working 
capital as it deems appropriate. The same generally applies to CTAs, which are usually unregulated vehicles. In a CTA, the 
trustee and the sponsoring employer often agree on investment guidelines.

For externally financed plans, the investment rules depend on the chosen funding vehicle. There are separate ordinances 
in place for each type of funding vehicle. As a general rule, pension funds have the greatest freedom of investment.

Liabilities exist on two levels:

(1)   if the chosen financing vehicle is unable to pay the promised benefits to the beneficiaries, the employer will   
       always be ultimately liable to pay those benefits; and

(2)   the financing vehicles are – with a limited number of exceptions – subject to regulator (BaFin) supervision.   
       BaFin has a far-reaching discretion with regard to the sanctions it can impose on financing vehicles, up to a  
       full shutdown of certain tariffs or the vehicle itself.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Occupational pension plans are generally subject to mandatory co-determination, i.e., employers are free to decide 
whether to offer an occupational pension scheme, but once this decision has been taken, questions relating to the design 
of the scheme must be agreed with the acting works council.

With regard to investment decisions or the selection of providers for deferred compensation plans, there are no general 
rules on employee consultation. Generally speaking, if an employer makes a recommendation or arranges a consultation 
with a specific provider, the employer may be liable for any misrepresentations made in this context.

When employees leave an employer, they are entitled to a written confirmation of their vested pension entitlements. 
The information to which they are entitled will be expanded as of 2018 and will include projections of their future 
entitlements based on indexation requirements that will be introduced in 2018 (currently, vested entitlements do not 
receive indexation once the employee leaves the employer).
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8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Employers may not alter the state pension plan – only the legislator can.

Once an occupational pension promise has been made, the conditions that must be met in order to change the plan rules 
are very strict, if the changes will affect benefit levels. The Federal Labor Court (“Bundesarbeitsgericht”) has developed a 
so-called three-level theory (“Dreistufentheorie”), which requires different levels of justification for changes based on the 
type of change proposed.

As a general rule, changes affecting future service entitlements are possible if the employer has an objective justification 
for the change, while changes to past service entitlements require an urgent or important reason (it is rarely possible 
to establish such a reason). In certain circumstances, employees’ expectations as to their final pension entitlement may 
become protected. Where a change to future service entitlements would affect this protected expected entitlement, the 
employer must have a cogent reason for the change.

In addition, as the plan rules are part of the employment relationship between the employer and the employee, general 
employment law principles – including co-determination rights of works councils – must be observed when changing plan 
rules.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers may not withdraw from or terminate the state pension plan.

As occupational pension plans may only be altered within the framework of the so-called three-level-theory as outlined in 
question 8, an employer can usually only terminate a pension plan in relation to future service benefits.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

The state pension plan will automatically be continued at the new employer.

Occupational pension entitlements can be transferred if the old employer, the new employer and the employee agree.
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11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

In general, the state pension is adjusted each year for all pensioners. 

With regard to occupational pension plans, unless agreed differently in the plan rules, every three years employers must 
consider whether an adjustment of the ongoing pension benefits is reasonably required. Particular factors to be taken 
into account are the interests of the beneficiaries, i.e., developments in the cost of living, and the employer’s economic 
situation. The threshold that must be met in order for an employer to decide not to make an adjustment is very high.

Contributed by: Dr. Guido Zeppenfeld, Mayer Brown LLP
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Hungary

Contributed by: Bán, S. Szabó & Partners

1. Does the state provide a pension, retirement income or social security program of some type?

The Hungarian state provides a pension when citizens reach retirement age, provided they have completed the required 
period of social security service. State pension contributions are paid partly by the employee through deduction of a 
specified percentage of gross salary, and partly by the employer who pays a percentage of the employee’s salary.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Employers are not required to maintain retirement plans/schemes, but can choose to do so. The Hungarian pension 
system comprises the following pillars:

(a)  State pension – This is provided by the state when the employee reaches retirement age, provided the employee has
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the required period of social security service. This pension is maintained by the state and funded by employee and 
employer contributions as described in question 1 above.

(b)  Private pension funds – These funds are generally maintained by banks and insurance companies. Employees can
choose to pay their state pension contribution to a private pension fund rather than to the state pension fund and
will receive the minimum state pension, with the majority of their pension being paid by the private pension fund.
Today, only a few small private pension funds operate in Hungary as most employees choose to pay into the state
pension fund rather than to a private pension fund.

(c)  Voluntary pension funds – These funds are also generally maintained by banks and insurance companies. Employees
and employers can choose to make a regular payment (monthly or annually) to a voluntary pension fund. This
payment has tax advantages. The voluntary pension is paid in addition to the state pension when the employee
reaches retirement age. In limited circumstances, employees can take their voluntary savings before reaching
retirement age.

(d) Retirement saving accounts – Individuals who wish to save for retirement can open retirement saving accounts
which are generally held by banks. This type of bank account has some tax benefits and the bank invests the money
according to the customer’s instructions. The account savings can only be withdrawn when the account owner
reaches retirement age.

(e) Employer pension funds – Employers can choose to establish their own pension fund or they can join an existing
pension fund established for the purposes of collecting and investing payments made to employees for retirement.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

The state pension fund and private pension funds are regulated by Act LXXX of 1997. This act regulates pension 
payments, as well as employee and employer contributions to the state pension fund.

Voluntary private funds are regulated by Act XCVI of 1993. This act regulates how the pension fund must be operated, 
and how and under what conditions employees and employers can contribute to such funds.

Retirement savings accounts are regulated by Act CLVI of 2005. This act regulates the basic features of these special bank 
accounts.

Employer pension funds are regulated by Act CXVII of 2007. The details of this special type of employer’s scheme are 
outlined further below.
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4. What are the key features of the tax framework that applies to retirement plans/schemes?

Employee and employer contributions to voluntary pension funds both receive tax benefits. The tax treatment of an 
employer contribution is more favorable than if paid as salary. Similarly, employees also receive a tax benefit on up to 
20% of their contributions (up to HUF 150,000 a year) to a voluntary pension fund. This 20% is then paid by the state to 
the employee’s voluntary pension fund.

Contributions to retirement saving accounts receive the same tax benefits as contributions to voluntary pension funds.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

If an employer establishes a pension fund under the Employer’s Pension Act or joins an existing employer’s pension 
fund, the employer must pay contributions to the fund in respect of its employees. Each employee’s employment 
contract must contain a requirement for the employer to pay such contributions or, alternatively, a collective bargaining 
agreement can impose this requirement. The employer’s obligation to pay contributions lasts for the duration of the 
employee’s employment.

Principles of equal treatment govern the level of contributions that employers may make. The law does not impose any 
further requirements in relation to the level of contributions that must be paid by employers. Should an employer fail to 
fulfill its obligation to pay contributions as agreed in the employment contract or the collective bargaining agreement, 
employees can seek payment of the contributions in court proceedings.

Employees can choose to make their own contributions to supplement those paid by the employer.

Contributions paid to the pension fund are owned by the employee to whom they relate. In the event of the employee’s 
death, his or her heir or other beneficiary appointed by the employee inherits the funds credited to the employee’s 
account.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Employer pension funds are regulated institutions, the establishment and operation of which are subject to licensing by 
the National Bank of Hungary. Funds must have certain material and personal resources in order to obtain a license. The 
assets of an employer pension fund are separated from the employer’s assets, so the employer’s creditors cannot claim 
against the assets of the employer’s pension fund.

An employer pension fund has to hold reserves, including creation of a solvency fund to ensure that the pension fund will 
be able to pay the promised pensions to members even if the contributions in respect of those members do not generate 
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sufficient funds to fully pay pension obligations.

The investment policy of an employer pension fund is determined by the board of directors of the fund. The fund cannot 
make loans to third parties from its assets and cannot provide guarantees. The fund can operate separate investment 
portfolios and members can choose which portfolio they would like to invest in.

An employer pension fund must appoint a trustee, who is generally an investment institution or bank, and this trustee 
will hold the fund’s assets.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Employer pension funds must send regular reports to the regulatory authority on the level of the reserves held by the 
fund. Funds must also submit their annual balance sheet to the regulatory authority.

If the fund’s board of directors changes the fund’s investment policy, the board must notify members of the change. The 
fund must also send members annual account statements setting out contributions made by the employer during the 
year, how the member’s funds have been invested during the year, and details of the investment returns during the year. 
The statement must be provided by 31 March in the year following the year to which the statement relates.

Employer pension funds must operate a customer service facility to enable members to make complaints and ask 
questions.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

As the Employer’s Pension Act requires the employer pension contribution level to be included in the employment 
contract, any change to that contribution level can only made with the mutual consent of the employer and the 
employee by a formal amendment to the employment contract.

If an employer pension fund decides to change its investment policy, this action must be taken by the fund’s board of 
directors and members must be notified of the change.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers who join an existing employer pension fund can choose to join another employer pension fund. The contract 
that the employer enters into on joining the new fund must provide for the handover and assumption of the employees’ 
pension entitlements. As a basic principle, employees’ entitlements may not be reduced as a result of this fund change.
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An employer pension fund can be terminated by voluntary dissolution. In this case, the regulatory authority will withdraw 
the fund’s license. An employer pension fund can only be terminated if it has fulfilled all its obligations towards its 
members or another employer pension fund has assumed liability to fulfill the obligations.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

If an employee moves jobs, the employee can choose to keep his or her pension savings in the former employer’s 
pension fund or, if the new employer has an employer pension fund, the employee can transfer his or her savings to the 
new employer’s pension fund. If the employee does not make a choice within 30 days following the end of his or her 
employment, it is assumed that the employee wishes to leave his or her savings in the former employer’s pension fund.

Employer pension funds must put in place internal operational rules and these rules must set out a procedure for what 
happens when an employee terminates employment.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

There is no requirement to adjust or increase pension payments after retirement.

Contributed by: Péter Szemán, Bán, S. Szabó & Partners
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Iceland

Contributed by: LOGOS Legal Services

1. Does the state provide a pension, retirement income or social security program of some type?

Under the Social Security Act No. 100/2007, the state provides old age pensions, disability pensions, age-related disability 
supplements, pension supplements, disability allowances, and child pensions. Social security contributions made by 
employers fund, inter alia, the social security scheme under the Social Security Tax Act No. 113/1990.

Individuals aged 67 or older who have resided in Iceland for at least three years between the ages of 16 to 67 are 
entitled to old age pensions. Individuals who have resided in Iceland for at least 40 years between the ages of 16 and 67 
are entitled to the full old age pension, but those who are residents for shorter periods receive prorated benefits. In the 
case of couples who are both pension recipients, the pensions of both partners may be based on the residence period 
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of the partner with the longer entitlement period. Residence, for the purposes of old age pension entitlement, refers to 
legal domicile under the Legal Domicile Act.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Employers are not required to set up or run retirement plans. They are, however, required to contribute to the Icelandic 
pension system, which operates on three levels.

First, under the Social Security Tax Act No. 113/1990, employers and self-employed individuals are required to pay a tax 
on all forms of wages, salaries, and emoluments from any kind of activity. The tax is composed of two parts: the general 
social security fee and the employment insurance fee. The rate for the general social security fee is 5.40%, although it 
was temporarily raised to 6.04% for the 2015 and 2016 tax years (income years 2014 and 2015).

Second, under the Pension Act No. 129/1997 (the “Pension Act”), all employees and self-employed individuals are 
obliged to participate in an occupational pension fund between the ages of 16 to 70. Minimum contributions are 12% 
of the contribution base, which is all wages and remuneration for any type of work, task, or service. In the private 
sector, the division of contributions between the employee and the employer may be determined by collective labor 
agreements. Usually, the employee’s contribution amounts to 4% of total wages, and the employer’s contribution 
amounts to the other 8%. In the public sector, banking sector, and others, the employer’s contribution is higher.

Third, tax incentives are in place for employees who make voluntary private pension savings. The maximum tax-
deductible contribution by employees is currently 4%. There is no statutorily prescribed minimum employer contribution 
level, but employers have agreed in collective labor agreements between the trade unions and the employer federations 
to contribute 2% to employees’ voluntary pension savings provided that the employee’s contribution is at least 2%. The 
total contribution can therefore often amount to 6%.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

As set out in question 2, the Pension Act requires all employees and self-employed individuals between the ages of 16 
and 70 to participate in an occupational pension fund. Employees in the public sector contribute to the Pension Fund for 
State Employees, governed by the Pension Fund for State Employees Act No. 1/1997, and contribute 4% of their income 
to the Fund which is matched by at least an 8% contribution from the employer. Similar divisions of the 12% minimum 
occupational pension fund contribution required by the Pension Act are found in most collective labor agreements and 
employment contracts for employees in the private sector.
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4. What are the key features of the tax framework that applies to retirement plans/schemes?

For the employee, pension contributions of up to 8% of wages are tax-deductible as follows:

• contributions of up to 4% to occupational pension funds; and

• contributions of up to 4% to voluntary private pension funds.

Upon retirement, all pension payments (whether paid by the state or from occupational or voluntary pension funds) are 
fully subject to income tax, which is withheld when the pension is paid out.

For the employer, contributions to occupational and voluntary private pension funds are tax-deductible.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Yes. As set out in question 2, under the Pension Act an 8% employer contribution is usually required for occupational 
pension funds, while under collective labor agreements between the trade unions and the employer federations a 2% 
employer contribution to voluntary private pension funds is required, provided in the latter case that the employee also 
contributes at least that amount. As employer contributions to voluntary private pension funds are decided by collective 
labor agreements, the trade unions and the employer federations could in theory agree to reduce or terminate the 
minimum employer contribution rate; this is, however, very unlikely to occur in practice.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Employers’ roles in retirement schemes are limited to making contributions; employers do not manage plan investments.

Operating a pension fund requires a license, and the investment of pension funds is strictly regulated under Chapter VII 
of the Pension Act. The Financial Supervisory Authority (the “Authority”) oversees the operations of pension funds, and 
pension funds are legally required to prepare and submit investment policy reports to the Authority. Of note, foreign 
investment by pension funds is limited by the Foreign Exchange Act No. 87/1992, although permission may be (and has 
been) granted by the Central Bank of Iceland.

Violation of the Pension Act may result in fines or imprisonment for up to one year. In the event of violations by legal 
entities, the same penalties may be imposed on their management and, in addition, the legal entities themselves may be 
fined.
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7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

The occupational pension fund to which the employee is obliged to, or intends to, pay into should be specified in the 
employment contract. Other specific reporting, disclosure, and consultation rules do not apply to the employer but 
rather to the pension funds, which operate under the supervision of the Authority.

The Authority has access to all data and information on the pension funds that it considers necessary for supervision. 
The Authority can order the board of directors of a pension fund to obtain an actuarial assessment of the fund’s 
financial situation based on assumptions other than those used in the fund’s regular actuarial assessments if the 
Authority is of the opinion that the fund’s financial situation provides cause for this. The Authority may provide a 
pension fund with a suitable period to correct funding problems under the Pension Act, except in the case of serious 
violations. The Authority may also exercise its powers under the Act on Public Supervision of Financial Activities, such as 
imposing daily and administrative fines, and engaging in the search and seizure of data to gather information and carry 
out supervision as provided for under the Pension Act.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Employer pension contributions through social security taxes and employer contributions to occupational pension 
funds are required by statute, and contributions to voluntary private pension funds are required by collective labor 
agreements and cannot be unilaterally altered by the employer (see question 5 above on the ability of the trade 
unions and the employer federations to alter the collective labor agreements). Alterations to individual contribution 
arrangements are governed by contract law and generally cannot be unilaterally altered by the employer either.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employer contributions to the state pension system and occupational pension funds are required by statute and cannot 
be withdrawn or terminated by the employer. Employer contributions to voluntary private pension funds are required 
under collective labor agreements and cannot be withdrawn or terminated by the employer (see question 5 above on 
the ability of the trade unions and the employer federation to alter the collective labor agreements).

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Occupational pension fund contributions are non-transferable. Upon changing jobs, an employee can generally continue 
to pay into the same occupational pension fund unless a specific occupational pension fund is required by the collective 
labor agreement or employment contract for the new job.
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To begin receiving pension funds on retirement, it is sufficient for an employee to apply to the pension fund to which 
he or she last contributed; that pension fund is then responsible for contacting any other pension funds to which the 
employee has contributed.

Whether voluntary private pension fund contributions can be transferred depends on the terms of the particular fund.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

Under the Pension Act, pension payments must be index-linked. Based on a 40-year contribution period, the minimum 
benefits provided by a pension fund must amount to 56% of the monthly wages in respect of which the contribution was 
paid.
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Italy

Contributed by: Quorum Studio Legale e Tributario Associato

1. Does the state provide a pension, retirement income or social security program of some type?

The Italian government provides a state pension funded by employer and employee social security contributions which 
are deducted from payroll and paid to the Istituto Nazionale Previdenza Sociale (“INPS”). Upon retirement, individuals 
receive monthly payments from the Italian government of an amount determined by a statutorily prescribed formula.

There is an optional pension system, the so-called “supplementary pension” (Previdenza Complementare). The 
supplementary pension is an opportunity for retirement saving where the state grants tax benefits that other forms of 
saving do not receive.
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Employers are required to participate in supplementary pension schemes set out in collective bargaining agreements and 
those chosen by employees.

There are four types of supplementary pension scheme:

• Bargaining pension funds (fondi pensione negoziali) – These are supplementary pension schemes set up on the basis of 
national, sectoral and company collective bargaining agreements. Territorial pension funds also fall into this category; 
these funds are created on the basis of agreements between employers and employees in a given territory or region.

• Open pension funds (fondi pensione aperti) – These are complementary pension schemes set up by banks, insurance 
companies, management companies, and similar entities.

• Individual insurance pension plans (piani individuali pensionistici di tipo assicurativo) – These are supplementary 
pension schemes set up by insurance companies.

• Pre-existing pension funds – These are pension funds that were established before Legislative Decree No. 124 of 1993, 
which regulated the supplementary pension system for the first time.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

Since 1 January 2007, supplementary pension schemes have been governed by Legislative Decree No. 252/2005. This 
Legislative Decree governs the possible ways to sponsor such schemes. The Legislative Decree also governs payment 
of accrued statutory severance packages, the Trattamento di Fine Rapporto (“TFR”), as contributions to supplementary 
pension schemes. The TFR is a sum accrued each year on the company balance sheet and is calculated on the basis of 
the employee’s annual remuneration divided by 13.5 (in practice, equal to 7.4% of gross annual salary) for each year of 
service. Employees can choose to pay the TFR that they accrue each month into a supplementary pension scheme.

The law provides for, among other things:

• establishment of supplementary pension schemes;

• establishment and authorization of pension funds;

• participation in and responsibilities of administrative and controlling bodies;
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• the benefit system and management models;

• funding;

• operation of supplementary pension schemes;

• the tax regime applicable to supplementary pension schemes; and

• the duties of COVIP (the Supervisory Commission on Pension Funds).

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Contributions paid to supplementary pension schemes in accordance with Legislative Decree No. 252/2005 are deductible 
from the employee’s total income up to a maximum of EUR 5,164.57 and are subject to certain conditions and limits set 
out in that Legislative Decree. The employer deducts employee contributions from the employee’s pre-tax salary.

Pension investment returns are taxed at 20% compared to the usual rate of 26% that applies to most investments. 
Income from some securities held by supplementary pension schemes, such as government bonds, is taxed at a fixed rate 
of 12.5%.

Payments from supplementary pension schemes are taxed very favorably. The tax rate is reduced in proportion to the 
number of years of participation in the supplementary pension system. A rate of 15% applies for the first 15 years, but 
from the sixteenth year of participation, this rate is reduced by 0.3% for each year of participation, up to a maximum of 
6%. As such, once an individual has 35 years of participation, the tax rate falls to 9%.

Employers can deduct from their business income an amount equal to 4% (6% for employers with less than 50 
employees) of the amount of the TFR paid annually to supplementary pension schemes or to the state pension fund 
managed by INPS.

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

Employer contributions are only required if the agreement establishing the supplementary pension scheme provides that 
both employer and employee contributions to the scheme are required.

Where an employer offers a supplementary pension scheme pursuant to a collective bargaining agreement, the employer 
is obliged to match employee contributions to the scheme. 
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6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Supplementary pension schemes must comply with statutory prudential rules that take account of the fact that such 
schemes are designed for social security rather than speculative investments. For example, investments must be 
adequately diversified, and investment limits apply to certain financial instruments considered high-risk.

In bargaining pension funds, investment management is handled by professional operators under an agreement that sets 
out the criteria with which these operators must comply.

In open pension funds and individual insurance pension plans, investments are managed directly by the fund/plan 
provider (bank, insurance company, etc.). Assets held in open pension funds and individual insurance pension plans are 
legally separate assets. This means that in the event of employer financial difficulties, the pension savings cannot be 
accessed by the employer’s creditors.

Pre-existing pension funds can either entrust the management of their assets to professionals or manage the investments 
directly.

Assets entrusted to professional management are deposited with a bank, known as a custodian bank, specially licensed 
by the Bank of Italy to carry out pension asset management. The custodian bank is responsible for verifying that the 
investment manager complies with the law, statutes, or rules governing the particular supplementary pension scheme.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Employers are subject to certain disclosure requirements. On commencement of employment, the employer must 
provide the employee with appropriate information about pension investment choices available for TFR payments.

Supplementary pension schemes must provide the following information to employees joining the fund:

• An information note which explains the main characteristics of the scheme (for example, arrangements for the payment 
of contributions, investment options, costs, and past investment yields) and the conditions of membership.

• A personalized projection of the estimated supplementary pension that the employee will receive on retirement, 
calculated based on assumptions about the level of contributions, the duration of the employee’s scheme membership, 
and investment yields.

• The scheme’s governing document(s) (the statute in the case of a bargaining pension fund, the regulations in the case 
of an open pension fund, and the regulations and general terms and conditions in the case of an individual insurance 
pension plan).
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Supplementary pension schemes are required to send members an annual communication setting out key information 
on the member’s pension savings, such as the value of the member’s individual savings, the level of contributions paid 
during the year, investment returns achieved during the year, and costs incurred during the year.

In addition, members must be sent personalized projections of their estimated supplementary pension amount calculated 
on the basis of their personal data, accrued pension savings, salary history, and chosen investment options.

COVIP supervises these supplementary pension schemes.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Employers cannot change the rules of supplementary pension schemes established pursuant to collective bargaining 
agreements or chosen by employees.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers can only terminate a supplementary pension scheme if the employee’s employment terminates or at the 
employee’s request. If an employer withdraws from or terminates the scheme in any other circumstances, it will be liable 
for unpaid contributions.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

If an employee is a member of a group pension scheme and changes work sectors, the employee can transfer to that new 
sector’s supplementary pension scheme.

In any event, after two years of membership, employees obtain a right to transfer their accrued pension savings to 
another supplementary pension scheme. The transfer right cannot be restricted in any way.

For the purposes of determining the employee’s years of participation in the supplementary pension system, the 
employee’s participation is deemed to have started when he or she first joined the system, not when he or she 
transferred to the new scheme.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

No, although some plans voluntarily provide for such an increase.
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Kuwait

Contributed by: Mayer Brown LLP

1. Does the state provide a pension, retirement income or social security program of some type?

The state administers a social security scheme under Kuwait’s Social Security Law for all Kuwaiti nationals, including 
nationals who are self-employed. This scheme includes basic and supplementary state pension components, and is 
funded jointly by the government of Kuwait and from employer and employee contributions. A separate social security 
scheme is also administered for citizens of the countries comprising the Gulf Cooperation Council (“GCC”) (Bahrain, 
Kuwait, Oman, Qatar, Saudi Arabia and the UAE).
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There is no social security scheme for non-GCC nationals. However, depending on the circumstances of the termination 
of their employment, non-GCC nationals are entitled to payment of a form of severance pay referred to as an end of 
service indemnity which is calculated based on their remuneration and length of service with the employer. Kuwaitis and 
GCC nationals are also entitled to the end of service indemnity.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Participation in the social security scheme under the Social Security Law is mandatory, as is the obligation to pay an 
end of service indemnity (unless termination is for cause for one of the specified breaches set out in the Labor Law). 
Employers may, however, establish a retirement plan/scheme in addition to those required under Kuwaiti law (i.e., the 
social security scheme and the end of service indemnity). In such cases, employers are typically advised to take care to 
ensure that social security and end of service indemnity entitlements are offset against benefits provided to employees 
under the voluntary retirement plan/scheme offered by the employer.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

For Kuwaiti nationals:

The social security scheme is governed by the following:

• Amiri Law Decree No. 61 of 1976, the Social Security Law – this sets forth the basic state pension scheme.

• Law Decree No. 128 of 1992 on Supplementary Insurance – this introduced the supplementary scheme.

• Law No. 25 of 2001 “Altering some of the provisions of the Social Security Law and providing for an increase of
pension”.

• Law No. 9 of 2011 “Altering some of the provisions of the Social Security Law”.
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The table below illustrates the qualifying conditions for social security benefits under the Social Security Law:

Pension Type Qualifying Conditions

Old age pension At age 50 with 15 years of contributions for both 
men and women.

At any age with 20 years of contributions for 
employees in arduous work.

Early pension Employees aged 46 to 49 with 20 years of 
contributions for men or for unmarried women 
with no children.

The old age pension under the basic state pension scheme is equal to a base payment of 65% of the individual’s most 
recent monthly earnings plus 2% for each year of contributions beyond 15 years, capped at a maximum of 95% of the 
individual’s last monthly earnings. If the pensioner is under age 65, he or she may request partial payment in the form of 
a lump sum.

The old age pension under the supplementary scheme is calculated on the basis of contributions, age and average 
covered earnings. Part of the pension may be paid as a lump sum at the pensioner’s request.

For GCC nationals:

If a Kuwaiti citizen:

• works for an employer based in a GCC state (other than Qatar) that is subject to the civil retirement and social   
security laws and systems of that GCC state; and

• the employer is a government body, or is covered by the civil service laws/systems or is subject to the labor   
laws of that GCC state,

the employee and the employer are subject to Law No. 44 of 2007 “Concerning the Extension of Security Protection to 
GCC Citizens Working Outside of their own Countries in any Member State” (“Law 44/2007”).
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If covered under Law 44/2007, the employee is required to pay his or her contributions pursuant to the laws of the GCC 
state where he or she works (the “host country”), and the employer is required to take the initiative to register the 
employee with the social security authorities in accordance with the applicable rules and procedures in the host country.

It should be noted that if the contributions in the host country are less than the required rates in Kuwait, the employee 
must pay the difference.

The employer in the host country is also required to deduct the monthly required contributions and any other amounts 
due on the employee’s monthly salary, and deposit them in the bank account of the Kuwaiti Public Institution for Social 
Security (“PIFSS”) in the host country, in addition to the employer’s share of the contributions. The employer must also 
submit the documents required by the PIFSS to ensure the employee’s continued membership of the Kuwaiti social 
security scheme.

Provided the Kuwaiti national and his or her GCC employer comply with the requirements of Law 44/2007, the Kuwaiti 
national will continue to be a member of the Kuwaiti social security scheme and will be entitled to benefits from the 
social security scheme.

For Kuwaitis, GCC nationals and non-GCC nationals:

Under Law No. 6 of 2010 “the Private Sector Labor Law” (the “Labor Law”), employees in the private sector are generally 
entitled to payment of an end of service indemnity upon termination of employment, unless the employee is disqualified 
from receiving it under the Labor Law. The same entitlement applies to employees in the oil and public sectors (i.e., who 
work for the government). However, since Kuwaitis are already entitled to benefits under Kuwait’s social security laws, 
their end of service indemnity is adjusted – they are generally entitled to the portion of the indemnity applicable to their 
salary on termination that is in excess of KWD 2,750. We expect that these adjustments would also be applied for non-
Kuwaiti GCC nationals applying their particular social security regimes.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

There is currently no income tax regime for Kuwaiti or foreign nationals.

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

Under Kuwait’s Social Security Law, employers and their employees who are Kuwaiti nationals are currently required to 
make contributions at the following rates based on the employees’ salary up to KWD 2,750:
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Basic demand
Supplementary 
Insurance

Unemployment 
Benefit

Bonus/
Renewal

Total

Employee 5% 2.5% 0.5% 2.5% 10.5%

Employer 10% 1% 0.5% N/A 11.5%

Total 15% 3.5% 1% 2.5% 22%

If an employee voluntarily adopts a separate retirement plan/scheme, the employer can determine whether it will make 
contributions. Employee contributions would have to be agreed by the employee.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach
for failure to satisfy those requirements?

Please see above. Employers are subject to penalties for (i) failure to register their Kuwaiti and GCC employees/workers, 
(ii) failure to give notice of termination of service, and (iii) payment of incorrect contribution amounts based on salary.
Penalties are imposed at the discretion of the Kuwaiti authorities.

As regards the end of service indemnity, if a Kuwaiti court found that the employer had willfully refused or failed to pay 
monies due to an employee, the court could award additional compensation of 1% of the amount of the monies due for 
each month of delayed payment.

Under the Social Security Law, an Investment Committee was formed to determine the rules and programs for investing 
the Kuwaiti social security scheme’s funds and issuing related investment resolutions. The Committee’s resolutions and 
discussions are confidential and are reported only to the Board of Directors of the Kuwaiti social security authority, i.e., 
the Public Institute for Social Security. The financial status of the organization is examined every three years by experts 
appointed by the Board of Directors.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

There are no applicable reporting, disclosure or employee consultation rules that apply specifically to retirement plans/
schemes in Kuwait. That said, as set out above, employers are obliged to register and make the required contributions in 
respect of Kuwaiti and GCC employees under the relevant social security scheme.
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8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Subject to the terms agreed by the parties, employers may alter terms of a voluntary retirement plan/scheme to the 
extent that it does not reduce the benefits awarded to the employee(s) in question or impose additional obligations on 
the employee(s).

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Subject to the terms agreed by the parties, employers may terminate a voluntary retirement plan/scheme so long as they 
provide equivalent compensation to the affected employees (usually in the form of end of service gratuities).

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Generally, yes, in the case of Kuwaiti and GCC nationals who are covered by social security regulations. With respect 
to the end of service indemnity, the right to receive this from an employer generally crystallizes upon termination of 
employment. Unless agreed otherwise or in special circumstances (e.g., on a merger or sale of a business), end of service 
indemnity rights are not generally transferrable to a new employer.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

Adjustments and increases to pension benefits under Kuwait’s Social Security Law are subject to the specific provisions 
of the Social Security Law and other regulations implementing that law. Increases and adjustments after retirement are 
generally legislated for and/or issued by Amiri decree.
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Netherlands

Contributed by: Loyens & Loeff

1. Does the state provide a pension, retirement income or social security program of some type?

All residents of the Netherlands are automatically insured under the General Old Age Pensions Act (“AOW”). Everyone 
who pays Dutch wage tax and/or income tax and who has not yet reached state pension age pays the AOW contribution. 
Employers are required to deduct the AOW contribution due from their employees’ employment income and pay it to 
the tax authorities on a monthly basis.
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

In addition to the AOW, employees generally receive an occupational pension benefit from their employer. Although 
there is no statutory obligation for employers to offer a retirement plan/scheme, there may be an obligation to do so (a) 
pursuant to a collective labor agreement, (b) pursuant to mandatory participation in an industry-wide pension fund, or 
(c) following a transfer of undertaking. In all other cases, the employer and the employee are free to negotiate pension
terms as well as the level of pension contributions to be paid by the employer and the employee.

Employers who wish to, or who are required to offer a retirement plan/scheme, must arrange for such pensions via a 
pension provider. This structure ensures that the pension assets are protected should the employer suffer from any 
financial difficulties. The employer is obliged to pay pension contributions (including any employee contributions) to the 
pension provider.

There are five different types of pension funds:

• mandatory or non-mandatory industry-wide pension funds (for a specific sector, such as the civil service, the
 construction industry, the hotel and catering industry, and the retail sector);

• corporate pension funds (for a single company or corporate group);

• general pension funds (“APF”);

• premium pension institutions (“PPI”); and

• pension funds for independent professionals such as medics and dentists.

Mandatory industry-wide pension funds – Under the Act on Mandatory Industry-wide Pension Funds 2000 (“Wet Bpf 
2000”), the Minister of Social Affairs and Employment can issue a decree that all employees working within a specified 
industry sector must participate in a designated industry-wide pension fund under the rules and regulations set out in 
the ministerial decree and the pension fund rules referred to in that decree. This type of ministerial decree will be issued 
at the request of a representative number of employer and employee organisations in the relevant industry sector. In 
certain circumstances, employers can be exempted from participation in a mandatory industry-wide pension fund, for 
example, if a company already had a retirement plan/scheme (before the Minister’s decree was issued) that is at least as 
favorable.
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There are two main types of retirement plans/schemes in the Netherlands:

(i)  Defined benefit schemes – The level of pension depends on the number of years worked and the employee’s salary. 
These schemes can be divided into final salary schemes and average salary schemes.

(ii) Defined contribution schemes – The ultimate pension benefits depend on the level of contributions and the 
investment return achieved with those contributions. There is no guarantee of the final benefit amount. A maximum 
premium table applies.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

The Dutch Pensions Act is the main law governing occupational retirement plans/schemes. Among other things, it 
provides terms and conditions for employer-employee pension agreements. This pension agreement usually forms part of 
the employment contract. Since occupational retirement plans/schemes must always be operated by a pension provider 
– rather than the employer – there is a triangular relationship between the parties: (i) the employer and the employee 
have a pension agreement; (ii) the employer and the pension provider have an administration agreement; and (iii) the 
pension provider has various obligations towards the employee under the Dutch Pensions Act. The Dutch Pensions Act 
also sets out the Financial Assessment Framework (“FTK”). The FTK sets out the statutory funding requirements for 
pension funds.

Pension providers are monitored and supervised by the Dutch Central Bank (“DNB”) and the Netherlands Authority for 
the Financial Markets (“AFM”). The DNB monitors the financial position of pension providers and assesses whether they 
are financially sound and able to fulfill their future obligations. The DNB is also responsible for deciding the regulatory 
requirements that will be imposed on pension providers. The AFM monitors the conduct of pension funds – in particular, 
the performance of obligations to provide information to members. In addition, the AFM monitors pension providers 
with respect to their duty of care – for example, pension providers who offer participant-directed pension accounts must 
provide investment support to their customers.

The Dutch Pensions Act, the Dutch Civil Code and several equal treatment laws require employees and members of 
retirement plans/schemes to be treated equally. This legislation prohibits, for example, discrimination on the grounds on 
age, nationality, gender, or type of employment contract (temporary or permanent). In addition, employers offering a 
retirement plan/scheme must include employees aged 21 and over.
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4. What are the key features of the tax framework that applies to retirement plans/schemes?

Participants in retirement plans/schemes that comply with the Dutch Wage Tax Act 1964 (“Wet op de Loonbelasting 
1964”) enjoy tax advantages. Contributions are tax-exempt, as are capital gains and investment returns, and then 
pension benefits are taxed upon distribution. This is known as the “reversal rule.”

On January 1, 2015, the “Wet aanpassing Witteveenkader 2015” came into force. This reduced the extent of tax-
advantaged pension accrual by increasing the retirement age from 65 to 67 (effective 2014) and introducing a maximum 
pensionable salary of EUR 100,000 minus the “franchise.” From January 1, 2018, the minimum retirement age will be 68. 
The franchise is that element of salary that is expected to be replaced by the state pension and in respect of which there 
is therefore no tax-advantaged pension accrual. For 2017, the maximum pensionable salary is EUR 103,317 minus the 
franchise of EUR 14,850 (final salary scheme) or EUR 13,123 (average salary scheme).

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Whether employer contributions are required will depend on the nature of the pension agreement (i.e., whether it 
promises a defined pension benefit, a capital sum, or a defined contribution level). The Dutch Pensions Act does not 
contain any statutory rules regarding the level of employer contributions. However, such rules may be included in other 
regulations.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Pension fund assets, together with expected investment income, must be sufficient to cover the fund’s accrued pension 
obligations under the fund’s bylaws. For example, pension funds must have a minimum asset coverage ratio of 105% of 
the scheme’s technical provisions and an asset buffer of around 20%-30% of the technical provisions. This funding level 
must be met at all times. If it is not, the pension fund must prepare a recovery plan and submit it to the DNB, specifying 
the steps that the pension fund will take in order to reach the required funding level within a period of 10 years. To 
achieve this, the pension fund will need to take some or all of the following measures:

• increase the level of employer pension contributions;

• require additional payments from the employer (either voluntary or obligatory depending on the administration 
agreement); and/or

• limit the indexation of pension benefits.
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If the required funding level is not reached in the recovery period, pension benefits must be reduced.

In the event of a breach of the Pensions Act, the DNB can (among other things) impose fines and issue instructions. The 
DNB can also decide to publish details of a breach or can publish the imposition of a fine.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Depending on the type of retirement plan/scheme, some employers are required to quantify the financial risks associated 
with the plan/scheme and include them on the employer’s balance sheet. If the plan/scheme is a defined benefit 
scheme, this can have negative accounting consequences, for example, if there is an obligation to pay additional pension 
contributions. Where a pension scheme is a defined contribution scheme, no balance sheet disclosure obligations arise.

Under the Pensions Act, employers must inform employees in writing within one month after commencement of 
employment whether or not the employer will offer a pension agreement and, if so, the period within which the offer 
will be made and who the pension provider will be. If the employer does not comply with this requirement, it will be 
deemed to have made an irrevocable offer to the employee to enter into a pension agreement if the employee belongs 
to a group of employees to whom the employer has already made an offer. If an offer for a pension agreement is made, 
the employee must be sent the applicable retirement plan/scheme rules or a document containing certain minimum 
required information.

The pension provider is required to properly inform members about their rights under the fund. For example, members 
must be given information about the fund upon joining, as well as an annual statement. Since 2011, pension providers 
have also been required to establish and maintain a joint register of pensions. This register is designed to enable 
members, deferred members and former partners to access information about their pension entitlements via the 
internet.

The rights of works councils with regard to retirement plans/schemes are set out in question 8.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Because retirement benefits are considered terms and conditions of employment, changes to a retirement plan/scheme 
require individual employee consent. Individual consent is not required, though, when the employment contract contains 
a clause that allows the employer to unilaterally make changes when there is a “substantial interest” that outweighs the 
employee’s interests.

In addition, the Works Councils Act requires employers to obtain the works council’s consent to the establishment, 
alteration or withdrawal of a retirement plan/scheme. Employers cannot implement decisions in this regard without the 
approval of the works council. If the works council does not grant approval, employers can apply to the sub-district 
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court for substitute approval. Obtaining the consent of the works council does not remove the need to obtain individual 
employee consent, but doing so will strongly signal to employees that the change is necessary.

Employers must notify the works council as soon as possible of the proposed entry into, amendment of, or termination 
of an administration agreement (i.e., the agreement between the employer and the pension provider). In principle, works 
councils do not have any right of veto over the content of the administration agreement. However, where an aspect of 
the administration agreement directly influences employment conditions, the works council has a right of veto. Works 
council consent is also required for provisions regarding the way in which contributions are calculated, the criteria 
for and conditions under which supplements are granted, and the use of certain pension providers, including pension 
institutions, in another EU member state or an insurer established abroad.

In the absence of a unilateral amendment clause in the employment contract, employers can only amend those terms 
of the employment contract relating to the retirement plan/scheme on the grounds of (i) standards of “good employer/
good employee” practices or (ii) the principles of reasonableness and fairness. Employers can also apply to the court for 
amendment of the employment contract on the grounds of unforeseen circumstances, but courts do not readily grant 
such applications.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Upon entering into or amending a pension agreement with an employee, the employer may reserve the right to reduce 
or to terminate its obligation to make pension contributions in the event of a drastic change of circumstances. A “drastic 
change of circumstances” includes, for example, where:

• the employer has financial problems and can no longer make contributions;

• employees are required to participate in an industry-wide pension fund; or

• there is a change in legislation that results in a significant increase in employer pension costs.

Where an employer unlawfully reduces or terminates its pension contributions, employees can obtain damages and 
specific performance of the pension agreement.
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10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Employees who change jobs can request the transfer of their accrued pension rights from their previous retirement 
plan/scheme to their new retirement plan/scheme. The pension provider is required to implement the transfer. This 
transfer right does not apply if and for as long as the transferring or recipient pension provider is a pension fund that 
has insufficient technical provisions (in general, an asset coverage ratio below 105%). The transfer right then reactivates 
as soon as the pension fund does have sufficient funding. A similar rule applies to insurance companies. In certain cases, 
employees can also choose to leave their accrued pension rights with their previous employer.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

Under the FTK, pension funds must clearly state whether or not pension rights will be indexed and under what conditions 
indexation will apply. Indexation is almost always conditional. In the Netherlands, there is an element of risk sharing in 
pension funds by virtue of discretionary indexation and contribution increases.

Pension funds are not required to hold additional reserves to cover future indexation. However, pension funds must 
report to the supervisory authority on their funding level and the degree to which the benefits paid to members meet 
expectations. The fund’s indexation label indicates the degree to which pension commitments keep up with inflation 
under normal conditions and what happens in a worst-case scenario.

Contributed by: Hermine Voûte, Loyens & Loeff
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Poland

Contributed by: Sołtysiński Kawecki & Szlęzak

1. Does the state provide a pension, retirement income or social security program of some type?

The Polish state provides social security benefits funded by employer and employee contributions. Employers are 
required to withhold these contributions from employees’ salaries and remit them with corresponding employer 
contributions to the Social Security Institution (“ZUS”). On retirement, individuals receive monthly retirement pension 
payments, the amount of which is linked to the level of contributions made over the individual’s working life. A portion 
of the contributions may also be transferred by ZUS to private pension funds and later returned to the state prior to the 
relevant individual’s retirement age, but this is not a major feature of the system.
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Other than participation in the social security system, maintenance of a retirement program by employers is entirely 
voluntary. Employers can introduce a statutorily regulated employee pension scheme which may take one of the 
following forms:

(i)  a retirement fund;

(ii) an agreement to remit employee contributions to an investment fund; or

(iii) an employee group life insurance policy.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

Employee pension schemes are governed by the Employee Pension Schemes Act of 2004. The Act imposes various 
requirements relating to, among other things:

(i)  agreements between the employer and employee representatives;

(ii) agreements between the employer and the financial institution managing the scheme;

(iii) registration obligations;

(iv) disclosure and reporting obligations;

(v) dispute resolution requirements; and

(vi) scheme termination rules.

Polish pension schemes are generally managed by external financial institutions. As such, employee pension schemes are 
also subject to regulation and supervision by the Polish Financial Supervision Authority (“KNF”).

4. What are the key features of the tax framework that applies to retirement plans/schemes?

As a general rule, any expenses incurred by the employer in maintaining an employee pension scheme are tax-deductible.
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Additionally, employer contributions to employee pension schemes do not count towards the salary amount used for 
calculating employer social security charges.

Employer contributions to an employee pension scheme are an employee benefit (constituting income from the 
employment relationship) and are therefore taxable to the employee. On the other hand, certain types of pension 
investment income and withdrawals from the pension scheme may receive favorable tax treatment (exemption) under 
certain conditions.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Under the Polish employee pension scheme model, employers are required to pay a basic contribution to the scheme 
for each employee. The basic contribution may not exceed 7% of salary. The level of the basic contribution can be 
determined as:

(i)   a percentage of employee salary;

(ii)  a fixed amount for each employee; or

(iii) a specific percentage of employee salary subject to a cap on the maximum contribution amount.

Employees can also choose to pay contributions. If an employee decides to contribute to the scheme, the employee can 
subsequently change the level of his or her voluntary contributions or can decide to discontinue voluntary contributions 
altogether. The amount of voluntary employee contributions remitted to the scheme in a given calendar year may not 
exceed four times the employee’s average projected monthly salary in a given year.

Employers are responsible for calculating and remitting the basic contribution to the scheme and must do so within a 
statutory timeframe. If employees are paying voluntary contributions, the employer is also responsible for calculating, 
deducting and remitting those contributions.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

The external financial institution that manages an employee pension scheme is responsible for investment of the 
scheme’s assets. Legislation gives the financial institutions broad investment powers, but also requires them to observe 
wide-ranging statutory requirements.
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The KNF supervises the performance of employer obligations relating to maintenance of an employee pension scheme. 
Should the KNF be informed of suspected irregularities, the KNF is entitled to order the disclosure of any pertinent 
information, documents or statements. If a breach of statutory employer duties has occurred, the breach is punishable 
by a fine of up to PLN 50,000 for each violation.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

When establishing an employee pension scheme, employers must consult employee representatives. Employees 
are represented by the trade unions operating at the company. If there is no trade union presence at the company, 
employee representatives must be selected for these purposes. The consultation procedure concludes with an agreement 
on the establishment of an employee pension scheme which sets out the scheme’s material terms.

Once the employee pension scheme has been established, the employer must inform employees of the scheme’s 
terms, as well as of any changes to those terms. The employer is also required to file an annual report with the KNF on 
implementation of the employee pension scheme.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Any alteration of the terms of an employee pension scheme requires amendment of the agreement between the 
employer and the financial institution managing the scheme as well as amendment of the agreement between the 
employer and the employee representatives. As such, in order to change the terms of the scheme, the consent of 
employee representatives is required.

However, legislation allows employers to unilaterally decide to suspend payment of employer contributions or to 
temporarily restrict the employer contribution level in certain circumstances. Further suspension of contributions 
or further restriction of the employer contribution level may be agreed with the employee representatives if the 
suspension/restriction is justified by the employer’s financial situation.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers can decide to terminate an employee pension scheme in the following circumstances:

(i)   if an agreement is reached with employee representatives for termination of the pension scheme; or

(ii)  if the employer unilaterally decides to terminate the scheme, provided that the employer gives twelve months’ 
notice if the payment of basic contributions to the scheme has been suspended or limited for at least three months.
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Polish law does not impose any conditions which must be met in order for an employer to suspend/limit the payment 
of basic contributions nor is any justification for the suspension/limitation required. However, the overall period of 
suspension/limitation may not exceed three months in any twelve consecutive calendar months. Polish law does not 
require the employer to give employees notice of its intention to suspend/limit the payment of basic contributions.

If an employer terminates an employee pension scheme in breach of the statutory requirements, the employer may be 
liable for civil damages.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

If an employee changes jobs, he or she may transfer his or her accrued funds in the former employer’s pension scheme 
to another employee pension scheme of which the employee is a member. Alternatively, the employee can transfer the 
accrued funds to an individual retirement account. An immediate withdrawal of the accrued funds is not possible. If 
the accrued funds are not transferred, they remain in the former employer’s pension scheme and are paid out once the 
employee reaches retirement age.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

No.

Poland
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Russia

Contributed by: Secretan Troyanov Schaer SA

1. Does the state provide a pension, retirement income or social security program of some type?

The social security system of the Russian Federation consists of four compulsory social insurance programs:

• pension insurance covering retirement, disability and survivors, administered by the State Pension Fund;

• social insurance covering temporary work incapacity and maternity, administered by the Social Insurance
Fund;
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• social insurance covering accidents at work and work-related illnesses, likewise administered by the Social Insurance 
Fund; and

• compulsory medical insurance, administered by the Compulsory Medical Insurance Fund.

All four systems are funded by payroll taxes. With very limited exceptions, all employers are required to pay social 
security taxes calculated as a percentage of employees’ gross salaries. The pension insurance rate is 22%. The payments 
are not part of the payroll, meaning that they are not withheld from employees’ salaries by the employer – they must 
be met fully at the employer’s expense. In certain situations (e.g., in industries with dangerous or harmful working 
conditions), employers need to pay higher social security taxes. In these cases, employees are normally entitled to early 
retirement.

Prior to 2017, employer social security taxes were remitted to the relevant government social security fund. Beginning in 
2017, the taxes are collected by the Federal Tax Service on behalf of the government social security funds. These funds 
are off-budget funds, meaning that their budget is segregated from the general government spending budget. Upon 
retirement, individuals receive monthly pension payments from their regional division of the State Pension Fund, in an 
amount determined by a statutorily prescribed formula.

The Russian pension system was reformed at the start of the millennium. Today, employee state pension benefits consist 
of a fixed pension, an individual pension and a savings pension. Currently the 22% payment to the social security system 
is split into two or three parts, depending on the employee’s date of birth and the option chosen by the employee. A 
6% solidarity payment is used to fund the pension system as a whole and to provide the fixed pension. The remaining 
16% payment is used to fund the employee’s individual pension. Employees born after 1965 can opt to split this 16% 
so that 6% is paid towards pension savings and only 10% is paid to fund their individual pension. The annual gross 
salary in respect of which this 16% payment must be made is capped at RUB 876,000 (2017 level – the cap is subject to 
annual indexation); any salary in excess of this amount is not subject to the compulsory 16% payment. However, the 6% 
solidarity payment to the fixed pension is increased on salary above the cap to a rate of 10%.

The amount of an individual pension depends on the level of payments made in respect of the employee (i.e., the 16% or 
10% payment referred to above). In 2017, an employee would receive the highest individual pension if his or her annual 
salary was RUB 876,000 or more (approximately USD 15,000-16,000).

The level of the employee’s benefits upon retirement from the savings pension (where the employee has chosen this 
option) will depend on the investment return on contributions. Due to underfunding of the pension system, the savings 
option has been suspended since 2014 (currently until 2019). If an employee contributed to the savings pension prior to 
2014, he or she could either leave the savings capital under the administration of the State Pension Fund or opt for that 
capital to be invested by a fiduciary management company selected by the State Pension Fund or the government or by a 
non-government pension fund (“NGPF”) of his or her choice. If an employee selects the fiduciary management company 
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option, he or she can choose between different investment portfolios. The original idea was to increase the savings 
component of the state pension system step by step, but this has largely failed. Currently, the savings component is 
insignificant, and only comes into play if the individual employee has made a conscious choice to make use of the savings 
option.

A program of government pension reform is currently in progress, provoking uncertainty as to payments to and benefits 
from the system. One fundamental problem with the current system is the low retirement age (55 for women and 60 for 
men). However, the issue of the retirement age has been under discussion for many years, and the current government 
has not published any specific plans in this respect.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Other than participating in the government state pension scheme, maintenance of a retirement program by an employer 
is entirely voluntary. Employers can make additional (voluntary) payments to the government scheme. Alternatively, 
employers can take out voluntary pension insurance or participate in a pension scheme offered by an NGPF. Employers 
do not receive any tax benefits for offering these types of pension benefits (although employer pension contributions are 
tax-deductible within certain limits – see question 4), but payments for the benefit of employees are, as a general rule, 
tax-exempt for the employees (see question 4).

Employers can also pay retirement benefits out of their own funds. Such payments are not regulated and raise tax issues. 
They are normally made for a specific purpose and are usually discretionary in nature (e.g., a one-time payment upon 
retirement). Such payments are normally not tax-deductible for the employer.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

The principal statutes are as follows:

• Federal Law of 16 July 1999 No. 165-FZ “On the Principles of the Compulsory Social Insurance” sets out the principles 
governing the social security system as a whole.

• Federal Law of 29 December 2006 No. 255-FZ “On the Compulsory Social Insurance Against Temporary Incapacity to 
Work and in Relation to Maternity” governs social insurance covering temporary work incapacity and maternity.

• Federal Law of 24 July 1998 No. 125-FZ “On the Compulsory Social Insurance Against Accidents at Work and 
Professional Illnesses” governs social insurance covering accidents at work and work-related illnesses.
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Russia
• Federal Law of 29 November 2010 No. 326-FZ “On the Compulsory Medical Insurance in the Russian Federation” 

governs compulsory medical insurance.

• Federal Law of 15 December 2001 No. 167-FZ “On the Compulsory Pension Insurance in the Russian Federation” 
governs state pensions.

• Federal Law of 30 April 2008 No. 56-FZ “On Additional Insurance Payments to the Pension Savings and State   
Support for the Formation of Pension Savings” governs additional (voluntary) employer payments to the state   
pension system.

• Federal Law of 1 April 1996 No. 27-FZ “On the Individual (Personalized) Account in the Compulsory Pension    
Insurance System” regulates how payments and benefits in respect of each individual are recorded within the   
state pension system.

• Several laws (Federal Law of 28 December 2013 No. 400-FZ “On the Insured Pensions;” Federal Law  of 28 December 
2013 No. 424-FZ “On the Savings Pension;” Federal Law of 24 July 2002 No. 111-FZ “On the Investment of Funds for 
the Financing of the Savings Pension in the Russian Federation;” Federal Law of 28 December 2013 No. 422-FZ “On the 
Guarantee of the Rights of Insured Persons of the Compulsory Pension Insurance of the Russian Federation upon the 
Formation and Investment of the Pension Savings, the Appointment and Payment of the Benefits from the Pension 
Savings;” and Federal Law of 30 November 2011 No. 360-FZ “On the Method of Financing the Benefits from the Pension 
Savings”) determine how retirement funds are administered and invested and how benefits are calculated and paid.

• Federal Law of 7 May 1998 No. 75-FZ “On Non-State Pension Funds” governs NGPFs.

Social security payments before 2017 were governed by Federal Law of 24 July 2009 No. 212-FZ “On Insurance Payments 
to the Pension Fund of the Russian Federation, the Social Security Fund of the Russian Federation and the Compulsory 
Medical Insurance Fund of the Russian Federation.” Beginning in 2017 these payments are governed by the Tax Code, in 
particular Chapter 34, with the exception of social insurance covering accidents at work and work-related illnesses, which 
will remain structured as insurance.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Compulsory employer payments to the state social security system, and employer payments to a voluntary pension 
insurance arrangement, to a voluntary medical insurance arrangement, or to an NGPF for the benefit of an employee are 
currently exempt from personal income tax and social security payments. Additional (voluntary) payments made by the 
employer to the state pension scheme are also exempt, up to a maximum of RUB 12,000 a year (approximately USD 200) 
per employee.
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Within certain limits, employers can deduct the above payments from their taxable profits. In order to qualify for 
deduction, payments to private pension schemes must entitle the individual employee to benefits for at least five years 
or for life after the employee reaches official retirement age. Payments to a voluntary pension insurance arrangement 
must entitle the employee to a pension for life at the official retirement age. The total payments (additional payments 
to the state pension scheme, payments to a voluntary life insurance arrangement or voluntary pension insurance 
arrangement, and payments to NGPFs) are deductible up to 12% of the total payroll. Tax exemptions are granted for 
payments to NGPFs provided the NGPF holds a license granted by the Central Bank of Russia.

Benefits paid by the state pension scheme are tax-exempt. Benefits paid by voluntary pension insurance arrangements 
and NGPFs are not tax-exempt if the contributions were paid by the employer.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

An employer wishing to offer a retirement plan/scheme would need to enter into a contract with a licensed NGPF. The 
level of employer contributions would be governed by this contract.

Alternatively, the individual can join a retirement plan/scheme or enter into a voluntary pension insurance arrangement 
and ask the employer to make contributions. However, those contributions would normally be withheld from the 
employee’s salary, and their tax treatment is different from the situation where the employer pays the contributions.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

NGPFs are fully regulated and subject to the supervision of the Central Bank of Russia. NGPFs must be incorporated as 
joint stock companies and must apply for registration through the Central Bank. The minimum share capital is RUB 120 
million (increasing to RUB 150 million from 2020), and NGPFs must hold the same minimum level of net assets.

The law sets out a number of requirements in relation to the members of an NGPF’s board of directors, an NGPF’s 
executive board, and its general manager, chief accountant and chief internal controller. The general manager and chief 
controller must hold a professional qualification certificate as NGPF specialists and must have the required professional 
experience. The general manager, chief accountant and chief controller must be approved by the Central Bank.

The NGPF must also approve rules setting out how it operates and register them with the Central Bank. Legislation and 
the Central Bank impose requirements in relation to these rules and in relation to the contracts between the NGPF 
and the person making payments to the NGPF. Legislation and the Central Bank also regulate the list of authorized 
investments for NGPFs. With very limited exceptions, investment in foreign securities and funds is not allowed. NGPFs 
can use an independent fiduciary management company to make investments. NGPFs must use a regulated specialized 
custodian whose role is, among other things, to verify that the restrictions on investments are observed. NGPFs must 
retain an actuary to evaluate their assets on an annual basis. An NGPF’s accounts are subject to an annual independent 
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audit. Failure to satisfy these regulatory requirements can result in withdrawal of the NGPF’s license and liquidation of 
the NGPF. NGPFs are structured similarly to insurance arrangements.

NGPFs may combine voluntary retirement plans/schemes and investment of the savings pension elements of the 
compulsory state pension scheme. If they do so, they must adhere to regulation by the Deposit Insurance Agency.

Voluntary pension insurance is contracted with a licensed insurer.

The employer’s relationship with an NGPF or insurance company and the employer’s financial liability in relation to these 
arrangements would be governed by a contract.

Additional (voluntary) payments to the state pension scheme are merged with the compulsory payments to the savings 
element of the state pension scheme. Benefits in relation to these payments are calculated according to the same rules 
as for the savings pension.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Disclosure and employee consultation requirements essentially depend on whether an employer enters into any 
specific obligations towards its employees. Such obligations can arise under the individual employment contract, under 
a collective bargaining agreement, or under the employer’s internal company regulations. If the employer’s internal 
company regulations provide for employer pension contributions, amendments to those provisions would require 
consultation with employee representatives, provided such representatives exist at the employer. Representatives may 
exist in the form of a trade union or may be elected by the employees. Internal company regulations and collective 
bargaining agreements must be disclosed to employees. Other than these situations, and general financial and tax 
reporting rules, no reporting requirements exist.

An employer’s internal company regulations can also contain a general clause which, for example, makes employer 
pension contributions dependent on the employer’s financial capabilities. In practice, voluntary payments are not 
normally considered part of an employee’s salary, but rather are seen as part of an employer’s general “social 
obligations”.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

The employer’s ability to alter the terms of a voluntary retirement plan/scheme would depend on the terms of the 
contract with the NGPF (and on its rules). The same would be true for a voluntary pension insurance arrangement. 
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Alterations may result in the loss of tax benefits if the altered plan/scheme no longer fulfills the conditions for the tax 
exemption.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Termination of a voluntary retirement plan/scheme would be subject to the same principles as alteration (see question 
8). There would be no employer liability arising from such termination unless the employer has entered into specific 
obligations towards the employees either collectively or on an individual basis.

Employers do not incur joint liability with an NGPF or with the insurance company in relation to benefits under a 
voluntary retirement plan/scheme. Employees can claim the benefits directly from the NGPF or insurance company 
under the terms of the pension scheme. However, they can surrender the plan/scheme and receive a surrender value or 
transfer the plan/scheme to another NGPF only if this is permitted by the NGPF rules, the contract with the NGPF or the 
law. 

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

The employee’s benefits are not affected by a change of employment. The employee can surrender the plan/scheme, 
continue it in his or her own name, or transfer his or her savings to another NGPF depending on what is permitted 
under the NGPF’s rules, the contract with the NGPF or the law. The employer’s obligations would normally end with the 
termination of the employment.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

The individual’s benefits will be governed by the contract with the NGPF and the rules of the NGPF. These can offer the 
individual certain options, e.g., to postpone payment of the benefits.

Contributed by: Markus Schaer, Secretan Troyanov Schaer SA
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Saudi Arabia

Contributed by: Mayer Brown LLP

1. Does the state provide a pension, retirement income or social security program of some type?

There are two mandatory pension systems in Saudi Arabia:

(i)  The pension system administered by Saudi Arabia’s Public Pension Agency, which covers Saudi civil servants and 
military personnel (the “Civil and Military Schemes”). This pension system is regulated by the Civil Service Retirement 
Law and the Military Retirement Law.

(ii)  The pension system administered by Saudi Arabia’s General Organization for Social Insurance (“GOSI”), which covers 
Saudi and certain non-Saudi workers in the private sector and in specific areas of the public sector (see question 5 
below for further information about employer and employee contributions).
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

In addition to the mandatory system administered by GOSI, employers must maintain a private retirement scheme, 
except in respect of the following employees:

(i)    Government employees who are already enrolled under the Civil and Military Retirement Schemes.

(ii)   Foreign workers who are working in a diplomatic or military role.

(iii)  Agricultural workers, forestry workers, pastoral seamen and fishermen – however they must not be working   
 for the private sector that is subject to the Labor Law.

(iv)  Domestic servants.

(v)  Foreign workers who are working on a project that takes no more than three months to complete.

(vi)  Self-employed artisans.

(vii) Family members working within an exclusively family-operated business.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

Retirement plans are governed by the Social Insurance Law issued by Royal Decree M/22 in 1969, as amended, in 
addition to other related implementing regulations which are enforced by GOSI.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

There is currently no income tax levied on Saudi or foreign employees.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Yes, employer contributions to the mandatory pension system administered by GOSI are required. Employers are 
required to make annuity contributions to GOSI in respect of their Saudi employees equivalent to 9% of those employees’ 
monthly salaries. (Such employees must actually be employed by the employer and must also contribute 9% of 
theirmonthly salaries to GOSI.) This contribution requirement applies in respect of the following categories of employees:

• Saudi workers who have entered into an employment relationship with an employer to work in Saudi Arabia for wages, 
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irrespective of the nature of the employment contract, its duration, or the amount paid to the worker. (Note that 
workers over age 60 who have not previously been registered with GOSI cannot be registered with GOSI.)

• Saudi workers who are working abroad for an employer headquartered in Saudi Arabia.

• Saudi workers who are employed by quasi-government organizations that are regulated by the Labor Law.

Please note that employers are also required to contribute 2% of their employees’ monthly salaries in accordance with 
the requirements of the Occupational Hazards branch of GOSI.

Employers are only required to contribute to any private retirement plan/scheme that they offer if the documentation 
governing the plan/scheme requires this.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

GOSI imposes penalties for violation of the GOSI rules in relation to the payment of contributions (including non-
payment).

Generally, penalties for first-time violations of the GOSI rules cannot exceed SAR 10,000. Repeat violations are subject to 
a maximum penalty of SAR 10,000.

Please note that the fines above are multiplied by the number of employees involved (but cannot exceed SAR 50,000 in 
total).

GOSI exercises broad discretion relating to the investment of the assets it holds (employees typically are not given the 
option to choose the types of investments). Employers manage the assets of any private retirement plan/scheme that 
they offer (potentially through a third-party service provider). Employers are not subject to any investment restrictions 
as to employee pensions under Saudi Arabian labor law, but must comply with any restrictions set out in the employee’s 
employment contract(s) or related employment documents.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Employers must disclose their employees’ employment information to GOSI in order to obtain a fulfillment certificate 
from GOSI. The relationship between employer and employee is monitored by GOSI electronically, and no additional 
disclosure requirements on behalf of the employer apply. Employees have online access to their account with GOSI 
and can review the information given by their employer. If any information given is not correct, employees can ask the 
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employer to correct it or can contact GOSI directly to correct it. Generally, employees have no duty to report to GOSI, 
unless they receive notice of non-registration with GOSI.

Employers are required to disclose any change in legal status to GOSI, in addition to employee information, including the 
status of each employee and the number of workers employed. If the employer fails to comply, it is likely to be fined by 
GOSI.

Employers are usually required under the employee’s employment contract(s) or related employment documents to 
provide a general description of any private retirement plan/scheme that they offer and the benefits that it provides.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

An employer may not alter the terms of a retirement scheme without GOSI’s approval, or its own retirement scheme (if 
offered) without employee approval if offered under an employment contract.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

An employer can terminate a private retirement plan/scheme upon: 

• death of a sole establishment owner;

• declaration of bankruptcy of the establishment owner or the issuance of an insolvency verdict;

• entry of the company into liquidation or merger with another company; and

• any act of company abandonment taken by the company’s shareholder(s).

In the event of termination of the employer’s business activities, the employer must not have any debts and must not be 
subject to any active claims in order to terminate its retirement plan/scheme.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Yes, all workers covered by the mandatory state pension scheme will be able to take their benefit entitlements with them 
if they change employment. The extent to which an employee can take his or her benefits under a private retirement 
plan/scheme when changing jobs will depend on the terms of his or her employment contract(s) and/or the terms 
governing the plan/scheme.
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11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

No.
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1. Does the state provide a pension, retirement income or social security program of some type?

The South African government provides an old age pension to citizens or permanent residents who:

• are 60 years or older;

• live in South Africa;

• do not earn any other type of social grant;

South Africa
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• are not cared for in a state institution;

• do not earn more than ZAR 69,000 per year or own assets worth more than ZAR 990,000 if they are single; and

• do not have a combined income of more than ZAR 138,000 per year or have assets worth more than ZAR 1,980,000 if 
they are married.

The maximum pension income payable is ZAR 1,520 a month.

Employees employed by the state (in its various government departments and entities) also have a separate Government 
Employees Pension Fund which operates like a normal retirement fund.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Employers are not required by law to maintain retirement plans or schemes. However, employers are required to comply 
with all laws relating to retirement schemes if they establish such schemes. There are two types of retirement funds 
that employers can maintain: (1) pension funds, and (2) provident funds. These may be either defined benefit or defined 
contribution funds. The main difference between the two is that under a pension fund at least two-thirds of the final 
benefit must be paid as a pension for the rest of the pensioner’s life and a maximum of one-third of the final benefit 
may be taken as a lump sum cash payment. Under a provident fund, in contrast, the full amount of the benefit available 
at retirement may be taken as a lump sum cash payment, irrespective of whether this benefit is calculated on a defined 
benefit or a defined contribution basis.

The pension fund type may also be subdivided into two categories: (1) defined contribution funds, and (2) defined benefit 
funds.

Defined contribution and defined benefit funds

Defined contribution funds are funds where the contribution to be paid by the employer and the member is specified, 
but the amount of the retirement benefits is not guaranteed or specified. The retirement benefits are dependent on the 
value of the contributions paid by the employer and the member until the member retires, the investment performance 
of the fund, and the annuity rate at the time of retirement.

Defined benefit funds, on the other hand, offer the retiring member a defined benefit according to a formula which 
usually considers three factors: the member’s salary near or at retirement, the number of years of membership in the 
fund, and the accrual or pension factor.
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There are further types of retirement funds that are not necessarily workplace funds: (1) exempt and non-exempt funds, 
(2) contributory and non-contributory funds, and (3) retirement annuities.

Exempt and non-exempt funds

These are funds that were previously categorised as underwritten or private funds. These funds are valuation-exempt and 
were previously described as audit-exempt, but, because all funds now have to be audited, that description is no longer 
applicable.

Contributory and non-contributory funds

Any of the above funds can be contributory or non-contributory. A contributory fund is one where members contribute 
to the fund (usually in the form of a deduction from their salary) and their employer also contributes on their behalf to 
make up the total contribution. A non-contributory fund is a fund where only the employer contributes to the fund on 
behalf of the members, and the members make no contribution to the fund.

Retirement annuities

These are designed for the self-employed and are normally categorised as a private pension. Although they are 
technically retirement funds, they operate with individual endowment-type contracts and can be likened to individual 
policies. A distinguishing feature of retirement annuities is that members are not allowed access to their money prior to 
the age of 55, whilst in a pension or provident fund, members can have access to their benefits when they resign and 
terminate membership.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

The Pension Funds Act 24 of 1956 (“PFA”) is the main legislation governing retirement funds. However, there are other 
statutes that also play a significant role including, among others, the Financial Services Board Act of 1990, the Income 
Tax Act 58 of 1962, the Long-term Insurance Act of 1998, the Friendly Societies Act of 1956, the Financial Institutions 
(Protection of Funds) Act of 2001, the Inspection of Financial Institutions Act of 1998, and the Financial Advisory and 
Intermediary Services Act of 2002.

Material requirements that are applicable to retirement funds are as follows: 

• all retirement funds must be registered in accordance with the terms of the PFA prior to commencing any pension fund
business;

South Africa



HOME COUNTRIES DIRECTORY CONTINUESCROLL DOWN

February 2017

A Regional Guide to Retirement Plans & Schemes

• all registered retirement funds must have a registered office in South Africa;

• every fund must have a board consisting of at least four board members, at least 50% of whom the members  of the 
fund shall have the right to elect;

• every registered fund must have a principal executive officer who is resident in South Africa;

• every registered fund must appoint an auditor within 30 days of registration and such appointment must be approved 
by the Registrar of Pension Funds;

• every registered fund which is required to have its financial condition investigated and reported upon by a valuator, 
must appoint a valuator;

• no registered fund may carry on any business other than the business of a pension fund;

• subject to the provisions of the PFA, the rules of a registered fund are binding on the fund and the members, 
shareholders and officers thereof, and on any person who claims under the rules or whose claim is derived from a 
person so claiming;

• notwithstanding any provision in the rules of a registered fund to the contrary, the employer or any member of such 
a fund must pay to the fund in full any contributions that, under the rules of the fund, are to be deducted from the 
member’s remuneration and any contributions for which the employer is liable under those rules; and

• every registered fund must provide minimum benefits to members that leave the fund before retirement.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

The state provides individuals and employers with tax incentives to encourage private retirement provision. Retirement 
funds are taxed in terms of the cash flow principle, i.e., deductions are allowed in respect of the contributions payable, 
the build-up of assets is exempt from tax, and the benefits are taxable.

Pension funds, retirement annuity funds and provident funds (i.e., all retirement funds) are treated alike for 
contributions. Contributions to, and benefits from, all such funds are taxed in exactly the same way. Employer 
contributions made to a fund are deemed to be a fringe benefit to the employee and are deemed to have been made by 
the employee.

South Africa



HOME COUNTRIES DIRECTORY CONTINUESCROLL DOWN

February 2017

A Regional Guide to Retirement Plans & Schemes

In respect of pension funds specifically:

• Deductible employer contributions of up to 20% are allowed, but a greater percentage can be negotiated. Employee
contributions of up to 7.5% (with a minimum of ZAR 1,750) are deductible.

• Asset build-up is free of income tax, capital gains tax and dividend withholding tax.

• Pensions are taxable at marginal rates of tax. Lump sum commutations are taxable in terms of withdrawal, retirement
and death tax tables.

• Only one-third of the benefit may be commuted by way of a cash lump sum.

Provident funds are taxed substantially the same way, but no deductions are allowed in respect of employee 
contributions, although employers typically agree to make contributions on behalf of employees on the basis of a salary 
sacrifice. As such, the entire contribution that includes the employee contributions is fully deductible to the employer as 
long as it does not exceed 20%.

In respect of retirement annuity funds, contributions equal to 15% of non-pensionable income are allowed as a deduction 
subject to a minimum of ZAR 3,500, but benefits are taxed in substantially the same way as pension fund benefits.

The state allows a “life-time exemption” that applies to one lump sum only that a member may receive from retirement 
funds. This exemption is applied to the initial one-third of the lump sum amount (capped at ZAR 500,000), which 
ultimately becomes tax-free.

5. If an employer adopts a retirement plan/scheme, are employer contributions required?

This depends on the rules of the retirement scheme adopted by the employer. Section 13A of the PFA provides that if the 
rules of the retirement fund require the employer to pay contributions to the retirement fund, the employer must pay 
such contributions.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach
for failure to satisfy those requirements?

The PFA requires each retirement fund to have its own rules and, as such, each retirement fund is primarily governed 
by its own rules, which must comply with the PFA. The PFA Regulations prescribe the format, form and substantive 
requirements that must be followed by the rules of a retirement fund. The liability which may attach for non-compliance 
with a retirement fund’s rules is usually prescribed in the rules themselves. The PFA provides that the rules of a 
retirement fund are binding on all its members, beneficiaries, board members and principal officers.
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7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

The PFA Regulations require that all retirement funds prepare financial statements reflecting the fund’s financial position, 
performance, and changes in the fund’s financial position. The Regulations stipulate the way in which such financial 
statements should be prepared and the content they should contain. These financial statements must be submitted 
annually to the Financial Services Board and are the responsibility of the board of trustees of the retirement fund. These 
financial statements are, in turn, published on the Financial Services Board’s website. In the event that a retirement 
fund fails to comply with its reporting requirements, the fund may be liable for a penalty not exceeding ZAR 1,000 or any 
greater amount prescribed for every day that the failure continues.

With regard to employee consultation, this may be required under the rules of the retirement fund. However, a Circular 
on Good Governance of Retirement Funds provides guidelines on how retirement funds should communicate aspects 
of the operation of the retirement fund such as having a communications policy. These guidelines are, however, not 
mandatory.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

The terms of a retirement fund may be altered subject to the rules of the fund and the PFA, which stipulates how the 
rules of the fund may be changed. The PFA provides that a retirement fund’s rules may only be amended if:

• the amendment(s) will not affect or reduce the claims of creditors;

• the amendment(s) will not reduce accrued benefits;

• the amendment(s) are submitted for approval by the Registrar of Pension Funds within 60 days of their adoption; and

• the amendment(s) will not affect the financial soundness of the retirement fund.

Generally, altering the terms and conditions of employment in relation to the retirement scheme will only be effective if 
the employee consents to the alteration(s).

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Under the PFA, a retirement fund may be terminated – in whole or in part – in the circumstances (if any) specified in the 
fund’s rules and in the manner provided by those rules. Upon the fund’s termination, all claims of its creditors must be 
met and any balance remaining thereafter may be distributed in accordance with the rules of the fund.
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10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Yes, employees may take their retirement benefits with them, subject to the rules of the retirement fund.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

For defined contribution retirement funds, adjustments of the benefit(s) will be necessary at retirement.
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1. Does the state provide a pension, retirement income or social security program of some type?

In Spain, the state social security system covers retirement income, survivor benefits, and disability benefits.

Contributions to the social security system are calculated as a percentage of salary up to the maximum contribution base 
for 11 different categories of worker. Of these, workers under age 18 have the lowest contribution base, and engineers 
and university graduates have the highest; the maximum annual contribution base for 2017 was EUR 45,014.40. 
This threshold is usually subject to annual indexation. The employer contribution rate is 23.6%, while the employee 
contribution rate is 4.7%. Employers are also required to contribute 6.3% in respect of unemployment and other benefits 
(the employee contribution is 1.65%), plus an additional contribution in respect of occupational risk coverage. 
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The contribution rate for the latter is determined by the specific risks of a particular occupation.

Two caps apply to the social security system. The first is the maximum annual contribution base referred to above. Salary 
amounts in excess of this cap are not taken into account when calculating contributions or when determining benefits. 
The second cap applies to benefits; beyond a certain amount no benefits are paid. For employees with salaries below the 
maximum annual contribution base, though, social security benefits amount to a relatively generous proportion of final 
salary (in many cases around 75% to 80%).

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Establishment of a retirement plan/scheme in addition to the social security system is completely voluntary for 
employers unless otherwise required under a collective bargaining agreement. Under the Royal Decree of 1999, pension 
promises to employees can be met through group insurance contracts and/or the creation of a pension plan. Pension 
plans typically must be financed through pension funds, which have no independent legal status or purpose other than 
to implement pension plans. Pension arrangements can also, in exceptional circumstances, be implemented through the 
establishment of book reserves. Arrangements implemented through group insurance contracts and book reserves are 
not referred to as pension plans and are not subject to pension plan legislation.

Originally, most pension arrangements were defined benefit plans with very high income replacement levels (with 
combined pension and social security benefits ranging from 80% to 100% of final earnings). Benefits were frequently 
based on final salary and did not depend on years of service, although once in payment, benefits were not indexed. Since 
the mid-1980s, many defined benefit plans have closed to new participants, and in many cases have been substituted by 
defined contribution plans.

Employee pension plans are now typically defined contribution plans. Around one-third of plan members participate in 
hybrid plans that combine defined benefit and defined contribution elements. A small portion of plan members belong to 
plans that are exclusively defined benefit.

Defined benefit plans are typically final average pay plans, funded solely by the employer. Defined contribution plans 
are now the norm, and employers typically pay 65% to 80% of the contributions to these plans, with employees paying 
the rest. It is becoming increasingly typical to link employer contribution levels to employee contribution levels. In such 
cases, the plan offers employees a choice of contribution levels (minimum, medium and maximum), and provides an 
employer match commensurate with the level of contribution chosen by the employee. It is important to note that most 
defined contribution plans pay a lump sum on retirement rather than an annuity.
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3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

Various pieces of legislation govern pension plans/schemes.

Generally speaking, pension plans/schemes are subject to the following principles and requirements:

(a)  Non-discrimination – Pension plans must open participation to all employees with two years’ service, regardless of
whether the employment contract is indefinite or permanent.

(b) Capitalization – Pension plans must be implemented using a financial or actuarial system of capitalization. As a result,
benefits from the plan will be paid strictly in accordance with the calculations made by these systems.

(c) Irrevocability of contributions – Employer contributions to pension plans are always irrevocable.

(d) Employee rights – Employer contribution amounts and benefit calculation formulas under the plan create rights
(enforceable by the employee) to particular benefit amounts.

(e) Externalization to a pension fund – All employer liabilities arising from pension plans must be externalized to a
pension fund.

Employer and employee contributions to pension plans are statutorily capped at EUR 8,000 (in 2017) in the aggregate. 

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Employer and employee contributions to a pension plan are tax-free for employees up to the smaller of:

• 30% of the employee’s net income from labor and economic activities; and

• EUR 8,000.

Benefits paid to employees from pension plans are taxed as income. To encourage employees to take their benefits in 
the form of an annuity, the tax advantages associated with lump sum payments have been recently removed.

Employer contributions are also tax-deductible for the employer provided certain conditions are met.
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5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Employer contributions must be made according to the terms of the plan/scheme. Depending on the nature of the plan/
scheme, the employer contribution will consist of either a fixed contribution (for defined contribution plans) or a variable 
contribution calculated according to the plan/scheme’s terms as well as actuarial reports (for defined benefit plans). 
Failure to pay required contributions or to meet minimum funding requirements can result in the employer being fined 
by both the labor and pensions authorities. Moreover, employee representatives and/or individual employees can bring 
actions in the labor courts for payment of outstanding contributions.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Good governance of occupational pension plans is the responsibility of three different bodies:

(i) the plan’s managing body (“Entidad Gestora”), which is responsible for investment of the plan’s assets;

(ii) the plan trustee (“Entidad Depositaria”), which acts as a custodian to safeguard the plan’s assets; and

(iii) the plan’s supervisory board (“Comisión de Control”), made up of an equal number of employee and employer 
representatives.

Legislation gives the supervisory board very broad powers, including: (i) representation of the plan (for example, in the 
case of proceedings in the labor courts); (ii) monitoring the plan’s compliance with certain obligations and supervision of 
the managing body’s activities; (iii) replacement of the managing body or the trustee; (iv) vetoing agreements or actions 
that are against the plan’s interests; (v) approval of annual accounts; and (vi) setting the plan’s investment criteria. 
Many of the functions carried out by the managing body are delegated to it by the supervisory board, such as setting 
investment criteria.

In the event of breach of its duties, the supervisory board can incur civil and, in the most extreme cases, criminal liability.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

The Ministry of Economy, through the General Directorate of Insurance and Pension Funds, oversees the proper 
management of pension plans.

The General Directorate of Insurance and Pension Funds requires managing bodies, trustees, and supervisory boards of 
pension plans to carry out extensive reporting and to comply with specific disclosure requirements. In the event of 
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noncompliance, the General Directorate of Insurance and Pension Funds may utilize a number of enforcement powers, 
including the power to issue compliance notices and fines.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Amendments to the terms of a retirement plan/scheme must be carried out in accordance with any specific procedures 
and rules set out in the plan. In such cases, amendments must be adopted directly by the plan’s supervisory board.

If, however, the plan does not contain any amendment provisions, amendments are governed by general employment 
law rules. In these cases, amendment of the terms of a retirement plan/scheme could qualify as a substantial change of 
employee working conditions under Spanish labor law. Employers can make substantial changes to employee working 
conditions provided that there are economic, organizational, production, or technical reasons that justify the change(s).

Spanish labor law provides a procedure that employers must follow, depending on the number of employees that will be 
affected by the proposed change(s) in a period of 90 days:

• if less than 10% of employees are affected, then employees and employee representatives must be given 15
days’ prior notice; and

• if 10% of employees or more are affected, then consultation with employee representatives is also required.

In addition, employees are entitled to terminate their employment contracts as a result of any substantial changes, with 
severance pay equivalent to 20 days’ salary per year of service, up to a maximum of nine months’ pay.

However, if the plan has been established as a result of a collective bargaining agreement, the employer must follow a 
specific opt-out procedure called a “descuelgue.” This opt-out procedure requires a period of consultation with employee 
representatives and, if no agreement is reached, will end in an arbitration award.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Unilateral withdrawal from or termination of a pension plan is only permitted in the event of a liquidation of the 
employer.

In all other circumstances, the unilateral withdrawal from or termination of a retirement plan/scheme would qualify as 
a substantial amendment to employees’ working conditions, and the employer must follow the procedures outlined in 
question 8 above.
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Prior to termination of a retirement plan/scheme, it is a legal requirement that all employees’ individual pension 
entitlements are guaranteed and transferred to another plan.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

Employees are not entitled to transfer their pension entitlements to another pension plan upon termination of 
employment unless the rules of the pension plan expressly permit this.

But if the rules of the pension plan so allow, employees who have left the employer are entitled to continue making 
voluntary contributions to the plan provided that they have not previously transferred their pension entitlement to a 
different plan.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

No, not unless the rules governing the retirement plan/scheme require otherwise.
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1. Does the state provide a pension, retirement income or social security program of some type?

The Turkish government provides a state pension through the mandatory social security pension system. Under this 
system, all employees employed by one or more employers under an employment contract, and thus subject to the 
Turkish Labour Code (Law No. 4857) (the “Labour Code”), must be registered with the Social Security Institution of 
Turkey (the “Institution”). Article 4 of the Social Security and General Health Insurance Law (Law No. 5510) (the “Social 
Security Law”) sets out all categories of individuals who are covered. These include (a) individuals employed by one or 
more employers under an employment contract, (b) village headmen, (c) certain self-employed individuals who are not 
subject to an employment contract, including shareholders of joint stock companies who are also board members, and 
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(d) individuals who work for public administrators (under certain conditions). Article 6 of the Social Security Law specifies 
which individuals are not covered by the system.

Under the state pension system, there are mandatory employer and employee contributions. Article 81 of the Social 
Security Law sets out the contribution rates, which differ depending on the type of insurance. The current contribution 
rates are set out below:

Social Security Contribution Rates

Type of Insurance Employee contribution Employer contribution Total contribution

Long-term insurance      
(for disability, old age, 

and death)
9% 11% 20%

Short-term insurance 
(for work accidents, 

occupational diseases, 
other diseases, and 

maternity)

– 2% 2%

General health insurance 5% 7.5% 12.5%

Unemployment insurance 1% 2% 3%

TOTAL 15% 22.5% 37.5%

Contributions are based on employees’ gross monthly salary and are paid to the Institution. The mandatory social 
security system provides, among other benefits, unemployment pay, work accident pay, maternity pay, death benefits, 
pensions, sick pay, and disability pay. Employers are required to deduct mandatory employee social security contributions 
from pay on the employees’ behalf.
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The level of contributions made towards long-term insurance (disability, old age, and death) determines the level of 
retirement payments that will be made to the employee upon retirement. Eligibility for retirement is based on the 
commencement date of employment, length of contribution history, gender (women are eligible to retire at a younger 
age than men), and age. Employees who are entitled to retire under the statutory requirements are also entitled to a 
severance payment.

2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

As set out in question 1, employers are required to participate in the state social security system under which employees 
are covered by different types of insurance (i.e., long-term and short-term insurance, etc.).

Beginning in 2017, Turkish law is phasing in a mandatory private pension enrollment rule for employers. Private insurance 
companies offer these private/individual pension plans. Under the Law on Individual Pension Savings and Investment 
System No. 4632 (“Law 4632”), participation in the private pension system can take the form of (a) an individual private 
pension contract between a pension company and a participant employee, or (b) a group pension contract between (i) a 
pension company and an employer, or (ii) a pension company and an organization. 

In addition to the mandatory private pension enrollment rule for employers, there are also employer group pensions 
arising under the employment relationship where the contributions are paid by the employers on behalf of the 
employees. In other words, some international and multinational companies provide their employees, or at least their 
directors and managers, with discretionary private pensions and set up a private pension plan on top of the state pension 
provided by the applicable social security regime. Employer group pension contracts which are discretionary are normally 
further governed by individual employment contracts. If providing a discretionary employer group pension contract, an 
employer can pay contributions on behalf of participant employees directly to the pension company. The employer can 
determine any vesting period, which should be specified in the employer group pension contract and cannot be more 
than seven years.

2017 pension reform

Recent legislation materially amended Law 4632 effective January 1, 2017. Under these changes, all employees who 
are Turkish citizens and under the age of 45 must be automatically enrolled in a private pension plan chosen by their 
employer, known as “automatic private pension participation.” The pension company that the employer chooses must be 
approved by the Undersecretariat of Treasury.

Under the “Regulation on Principles and Procedures Regarding the Automatic Participation of Employees in the Pension 
System Through Their Employers,” which came into force on January 1, 2017, employees of private companies will 
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gradually become subject to the new requirements based on the size of the employer. For example, employers with 
1,000 or more employees must automatically enroll their employees in a private pension plan on January 1, 2017, while 
employers with 5-10 employees need not do so until January 1, 2019. Where an employer has more than one workplace, 
the number of employees across all workplaces is aggregated when determining the applicability date.

Employees are required to contribute a minimum of 3% of their earnings to the mandatory private pension plan. 
However, the Council of Ministers is authorized to double this contribution rate, lower it to 1%, or set it at a fixed 
amount (any adjustments made by the Council of Ministers would be uniform for all employees, irrespective of industry, 
business sector or other factor). Employees can also direct their employer to deduct more than the minimum amount. 
(Also, as noted below, even with the new system of mandatory enrollment, employees may withdraw from participation 
in a plan within certain timeframes.)

Employee contributions must be transferred to the pension company by the business day after the employee’s salary 
payment date. If the employer fails to meet this deadline, it will be responsible for any forgone earnings on those 
contributions. Participant employees can withdraw from the system within two months of the date on which they are 
notified by the employer of their inclusion in the pension plan. If an employee does so, the accumulated contributions 
and investment income, if any, must be refunded within 10 business days. Employees can still leave the pension plan 
after this two-month period has expired, but if they do so before eligibility for retirement under Law 4632, they will forgo 
certain benefits under Law 4632, such as the state subsidy referred to below.

Under the Circular Regarding Automatic Participation in the Private Pension System, employers must enter into at least 
one pension contract with an authorized pension company and must appoint directors who are authorized to execute 
pension contracts on behalf of the employer. In addition, employers must allow employees to choose between interest-
bearing and non-interest-bearing investment funds, and, for any employees who do not make a choice, employers must 
choose between such funds on their behalf.

If an employee participates in a pension plan, the government will provide a one-off state subsidy of TRY 1,000. When 
the employee retires, if he or she elects to receive his or her savings in the form of an annuity for at least 10 years, 
the government will provide a further state subsidy equal to 5% of the employee’s savings in his or her private pension 
account.
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3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of
the workforce and what are the material requirements applicable to such plans/schemes?

The principal statutes that regulate retirement plans in Turkey are the Social Security Law and Law 4632. The Social 
Security Law sets out procedures and principles governing social insurance and universal health insurance, while Law 
4632 covers the private pension system.

Under the state pension scheme, retirement eligibility depends on the length of an employee’s participation, his or her 
age, gender and the contribution history.

The individual retirement system was voluntary until January 1, 2017. As a result of the amendments to Law 4632 that 
came into force on January 1, 2017, under the automatic private pension participation regime, participants are not tied 
to a single plan and have the right to choose among different plans, based on how much they wish to contribute and 
how much they want to receive at retirement. Previously, a 2013 amendment to Law 4632 required the state to provide 
a contribution of 25% of the contributions paid to a private pension plan by the employee. In order to receive the state 
contribution, employees must have participated in the individual pension system for a certain amount of time:

• at least 3 years in order to receive 15% of the state contribution;

• at least 6 years in order to receive 35% of the state contribution; and

• at least 10 years in order to receive 60% of the state contribution.

Employees entitled to retire under the terms of their individual retirement plan and employees who stopped contributing 
to the plan due to death or disability were entitled to receive the entire state contribution.

Please refer to question 2 for details of the eligibility requirements and contribution rates that apply from 2017.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Under the Stamp Tax Law (Law No. 488) (published in the Official Gazette dated July 11, 1964, No. 11751), any documents 
– including, but not limited to, agreements, undertakings, and receipts – evidencing a monetary value are subject to
stamp tax. However, an exemption is provided for insurance, reinsurance, and co-insurance agreements, individual
private pension contracts, group private pension contracts, employer group pension contracts, and other documents
relating to the payment of insurance premiums and private pension contributions.

The Income Tax Law (Law No. 193) governs the extent to which the earnings of Turkish-resident individuals are subject to 
income tax. Under Article 25 of the Income Tax Law, old age and death benefits are exempt from tax unless their amount 
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exceeds a statutory threshold, in which case the excess is treated as taxable salary.

Employer social security contributions are tax-deductible. Under Article 40 of the Income Tax Law, employer 
contributions to the private pension system are also tax-deductible, subject to certain conditions, including:

• the tax-deductible amount of the contribution cannot exceed 15% of the employee’s gross monthly salary and cannot 
exceed the annualized statutory minimum wage; and

• the contributions have been paid to a pension company that has a license under Law 4632.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Please refer to questions 1 and 2.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

Under the state pension system, employers must pay mandatory statutory contributions determined according to each 
employee’s salary. In the event of breach of the rules of the social security regime, there are administrative, legal and 
criminal sanctions. The sanction differs depending on the type of breach.

With regard to the automatic private pension participation regime, Article 22/D of the Regulation on the Individual 
Pension System sets out the provisions that pension contracts must contain as a minimum. These include the rights and 
obligations of the parties, the salary payment date, notification procedures, and refund, payment, and employee data 
retention guidelines. Save for the obligation to select a pension company and to transfer contributions to the pension 
company which must remain the responsibility of the employer, the parties can agree that the pension company will 
assume all other obligations under the automatic private pension participation regime.

In addition to the above, there are stringent corporate audit mechanisms in place. Pension companies are all required 
by law to maintain internal audit systems. The Undersecretariat of Treasury and the Capital Markets Board can regularly 
audit pension companies, and pension companies are also subject to mandatory independent external auditing.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Employers must report and pay mandatory social security contributions to the Institution each month. The Social Security 
Law contains a wide range of reporting obligations and imposes various administrative fines on parties who do not 
comply. Officers of the Institution also carry out regular company audits.
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In the private pension system, pension companies have many reporting and disclosure obligations as they are subject to 
audit by the Undersecretariat of Treasury, the Capital Markets Board, and independent external auditors. Pursuant to 
Law 4632, the Undersecretariat of Treasury has appointed a privately held company to serve as the Pension Monitoring 
Centre, which operates to ensure the efficient and secure operation of the private pension system. Companies, entities 
and persons covered by Law 4632 are required to provide certain information and documents to the Pension Monitoring 
Centre as a compliance measure.

In addition, pension companies are regularly required to provide information to employees such as information on 
assets in the fund portfolio, performance of the fund, and financial statements. Furthermore, the pension contract must 
explicitly set out any entrance fees, management expense deductions, and total fund expense deductions and show 
how these fees and deductions are applied. During negotiation of the pension contract, pension companies are required 
to provide the employer with information about the pension system such as the rights and obligations of the various 
parties, technical information, and any other material issues. Pension companies must also inform employees about 
any issues that may affect their decision to participate in the individual private pension system. The Undersecretariat of 
Treasury will specify the information that must be provided to the parties as a minimum.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Employers cannot alter the terms of the mandatory state pension scheme since those terms are strictly regulated by laws 
such as the Social Security Law.

Moreover, under the Regulation on the Individual Pension System, regardless of whether an employer has entered into 
a discretionary employer group pension contract or has entered into a pension contract under the automatic private 
pension participation regime, the allocation of savings and contributions between funds can be changed by the individual 
up to six times a year. However, a pension plan can only be changed a maximum of four times in a year. With respect to 
the automatic private pension participation regime, only employers can change the pension plans. 

As a rule, under both individual and group pension contracts, the rights arising under the contract are enforceable by 
the employee. However, it is also possible for such contracts to provide that those rights, other than the right to leave 
the system and the right to pension benefits on retirement, will be exercised by the employer. Moreover, with respect 
to employer group pension contracts, the employer has the right to change fund allocations and the pension plan and 
to transfer the accumulated savings until the vesting date stated in the employer group pension contract. Employers 
can transfer the right to decide fund allocations to the individual employees by including a provision to this effect in 
the pension contract. If the employee consents, the rights described in this paragraph can be exercised by the employer 
even after the vesting date. If no vesting date is stated in the pension contract, the rights arising under the contract are 
exercisable by the employee.

Turkey



HOME COUNTRIES DIRECTORY CONTINUESCROLL DOWN

February 2017

A Regional Guide to Retirement Plans & Schemes

However, where the pension contract has been entered into under the automatic private pension participation regime, 
the pension plan can only be changed by the employer. The employee cannot switch pension plans other than when he 
or she changes jobs or chooses to move from an interest-bearing fund to one that is not (or vice versa).

Where an individual/private pension plan is provided by an employer as an employee benefit, the provisions of the 
Labour Code must be strictly observed if the employer wishes to alter the terms of the plan. Employers and employees 
can amend the working conditions and terms at any time by mutual agreement. Under Article 22 of the Labour Code, 
material amendments can only be made to employee working conditions (as set out in the employment contracts or the 
employer’s personnel regulations) by informing the employees in writing. Any amendments that are not made in this way 
and that are not accepted in writing by employees within six business days are not binding upon those employees, and 
employment terms and conditions cannot be amended retroactively.

If an employee does not accept the proposed amendment within this period, the employer can terminate the 
employment contract, provided that it complies with the notice period and explains in writing that the amendment is 
justified or that there are other justified grounds for termination. In the event of such termination, the employee may file 
suit under the Labour Code.

In light of the above, employers should ensure that any changes to the terms of a private plan/scheme do not breach the 
terms of any other employment agreement, and employers should also obtain written consent from affected employees. 

Note, however, that where discretionary group pension contracts are concerned, employers can reserve the right to alter 
the terms of the private pension plan.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

Employers cannot withdraw from or terminate the mandatory state pension scheme. Employers are required to notify 
the Institution if an employee’s employment is terminated, at which point the employer ceases to be liable to make 
social security contributions in respect of that employee.

With respect to private pension plans, an employer group pension contract is between the pension company and the 
employer. In the case of a discretionary employer group pension contract, if:

(i)    an employee’s employment contract is terminated by the employer without justified grounds;

(ii)   an employee resigns on justified grounds stipulated in the Labour Code or due to a compulsory reason such    
  as disability; or
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(iii)  the employer terminates the group pension contract (without transferring participants to another pension  
  contract), is declared bankrupt, or reaches a “concordatum” with creditors,

then the employee becomes entitled to all contributions paid by the employer on his or her behalf plus the investment 
returns derived from those contributions without having to wait for the end of the vesting period.

In addition, under the automatic private pension participation regime, employees have the right to withdraw from a 
private pension plan within two months of joining, but employers do not have any withdrawal rights.

Finally, if contributions are not paid within three months of their due date, this is deemed a suspension of the pension 
contract. Moreover, under the automatic private pension participation regime, the employee can ask to suspend his or 
her contributions for a period of up to three months. If the employee does not make another suspension request, the 
employer will recommence deduction of the employee’s contributions for the automatic private pension with effect from 
the end date of the suspension period.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

An employee’s new employer will be liable for his or her social security contributions under the mandatory state pension 
system. The employee should be registered under the new employer’s payroll with the Institution.

With regard to private pension plans under Law 4632, if an employee’s employer changes and the new employer has a 
pension plan in accordance with Law 4632, the employee’s accumulated savings and pensionable service gained in the 
former employer’s plan will be transferred to the new employer’s plan. If the new employer does not have a pension 
plan, the employee can choose to remain a member of the former employer’s plan and continue paying contributions 
to be determined by reference to the statutory annual minimum wage and under the contract arranged with the former 
employer. However, the employee always has the right to choose not to continue paying contributions, in which case the 
pension contract respecting that employee will be terminated. The employee is required to inform the pension company 
of his or her choice by the end of the month following the change of employment.

In addition, in the case of a group pension contract, participant employees can transfer their vested savings under that 
employer group pension contract to any other individual or group pension plan held by the same or a different pension 
company. The employee’s vested savings can also be paid out to the employee after any necessary deductions.
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11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

Under the Social Security Law, calculation of the state pension amount differs depending on the date on which social 
security contributions commenced. However, in terms of the individual pension system, Circular No. 2015/47 on Pension 
Plans issued by the Treasury on November 25, 2015 states that individual pension plans should use the annualized 
Wholesale Price Index or Consumer Price Index, foreign exchange rates, or a fixed rate for indexation purposes.
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1. Does the state provide a pension, retirement income or social security program of some type?

There is a state pension fund for UAE citizens (see question 5 below for further information about employer and 
employee contributions). Expatriates are not entitled to any retirement/pension benefits under the state pension fund. 
However, private companies can offer a private retirement plan/scheme to their employees (both UAE citizens and 
expatriates) at their discretion.

United Arab Emirates
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Employers are not required under the law to maintain a retirement plan/scheme but may choose to do so at their 
discretion.

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

Under Article 141 of the UAE Labor Law, if an employer chooses to maintain a pension or social security scheme or 
similar scheme, employees who would be eligible to participate in that scheme may choose between (i) membership in 
that scheme or (ii) certain statutory end-of-service gratuities, whichever is greater.

The statutory end-of-service gratuities are calculated as follows:

• 21 days’ remuneration for each of the first five years of employment (excluding any probationary period); plus

• 30 days’ remuneration for each additional year of employment.

The total gratuity may not exceed two years’ remuneration (for the purposes of end-of-service entitlement calculations, 
remuneration would be based on basic salary excluding any allowances).

Employers are not subject to any restrictions or requirements regarding the type of benefits that must be offered by any 
retirement plan/scheme that they choose to maintain or regarding the terms of any such plan/scheme.

Employees can file a complaint with the Ministry of Labor if the employer fails to comply with any obligations relating to 
compensation, including those relating to a retirement plan/scheme. 

4. What are the key features of the tax framework that applies to retirement plans/schemes?

There is currently no comprehensive income tax regime in the UAE.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

Under Federal Law No. 7 of 1999 Concerning the Issuance of the Law on Pensions and Social Security, all employees who 
are UAE citizens must make monthly contributions to the state pension fund of 5% of their monthly salary. The employer 
must deduct this contribution from the employee’s monthly salary and must also make a matching monthly contribution 
to the state pension fund of 12.5% of the employee’s monthly salary.
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Where private retirement plans/schemes are concerned, employer contributions are not necessarily required. Employer 
contributions may be required if an employer adopts a retirement plan/scheme that provides for such contributions. In 
other words, employer contributions are not required by law, but they may be required under contract based on the 
terms of the plan offered by the employer.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

There are no rules specifically governing retirement plan/scheme investments in the UAE. Retirement plans/schemes 
provided at the discretion of the employer are governed by the terms set out in the plan’s/scheme’s governing 
documentation.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

There is currently no works council representation in the UAE, and there are generally no employee consultation rules 
in the UAE. Employers would disclose the terms of any retirement plans/schemes that they choose to maintain to their 
employees as part of their employment contract and related documents. No other disclosures are required.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

The employer is free to alter the terms of a retirement plan/scheme at its discretion, to the extent that the scheme is 
provided by the employer, subject to any employee consent requirements under an employee’s employment contract(s). 
Employers must, however, inform their employees in writing of any such changes and must continue to make the 
statutory contributions to the state pension fund required in respect of UAE citizens (see question 5 above). However, 
please note that amendments or deductions to pension payouts to UAE citizens are not directly addressed under UAE 
law.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what 
liabilities may arise in connection with such withdrawal or plan/scheme termination?

An employer may withdraw from a retirement plan/scheme at its discretion, subject to any terms and conditions on 
termination in the underlying employment agreement or the retirement plan/scheme documentation. In addition, the 
same restrictions outlined in question 8 above would apply to the reduction of benefits.
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10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

For members of a retirement plan/scheme provided by the employer, this would depend on the terms set out in the 
documentation governing the plan/scheme. Pension rights under the UAE pension fund are not tied to a particular 
employer, and would remain following any transfer of employment.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

Only to the extent that such arrangements are set out in the documentation governing a plan/scheme provided by the 
employer.
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1. Does the state provide a pension, retirement income or social security program of some type?

The UK government provides a state pension. Until April 2016, the state pension comprised a basic flat-rate element and 
an earnings-related top-up. From April 2016, this has been replaced by a single-tier flat-rate pension. The state pension 
is funded by employer and employee contributions referred to as “National Insurance contributions.” Both employer 
and employee contributions are a function of an individual’s earnings and, in the case of employee contributions, are 
deducted from the individual’s salary. An individual’s eligibility for the state pension and the amount of pension paid 
depend on the number of years in which National Insurance contributions have been paid in respect of the individual.

United Kingdom
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2. Are employers required to maintain retirement plans/schemes, and what types of retirement plans/
schemes are employers permitted or required to maintain?

Under what is known as “automatic enrollment,” employers are required to:

• enroll certain employees (known as “eligible jobholders”) into a “qualifying scheme” (described below);

• give certain other employees (known as “non-eligible jobholders”) the right to join a “qualifying scheme”; and

• give all other workers the right to join a “registered pension scheme” (see question 4 for more information on   
registered pension schemes), though not necessarily one to which the employer contributes.

The automatic enrollment duty applies to an employer from its “staging date” – a date between 2012 and 2017 (the 
larger the employer’s April 2012 payroll, the earlier the staging date). Jobholders who have been automatically enrolled 
have a statutory right to opt out within one month.

Pension schemes in the UK can be set up under either trust or contract. Trust-based pension schemes are established 
by an employer for the benefit of its employees, and are governed by a trust deed and rules. Trustees are appointed 
to administer the trust and are the legal owners of the trust’s (i.e., the pension scheme’s) assets. The trustees hold the 
assets for the purposes of the scheme (i.e., chiefly in order to fund the benefits promised to the scheme members), 
rather than for their own personal benefit. Trustees are subject to a wide range of legal duties. A trust-based pension 
scheme may have more than one participating employer, in which case the scheme is known as a multi-employer 
scheme. The participating employers in a multi-employer scheme are usually connected to one another e.g., forming 
part of the same corporate group, or part of the same industry. A multi-employer scheme will typically have one “lead” 
employer, known as the principal employer – this employer will have wider powers under the scheme’s trust deed and 
rules than the other employers.

Contract-based pension schemes are an individual contract between the member and the pension provider (normally an 
insurance company). The pension provider is responsible for administering the scheme. Employers can set up a group 
contract-based pension arrangement by selecting a pension provider – each employee will then have an individual 
contract with that provider.

There are two main types of pension scheme in the UK – defined benefit (“DB”) and defined contribution (“DC” or 
“money purchase”) schemes. In a DC scheme, employers and employees contribute a set amount each year to a 
member’s retirement account, which is then invested – DC schemes do not promise members a particular level of 
benefit or guarantee the size of the account when the member retires. DB schemes in the UK typically offer one of three 
types of defined benefit – final salary (where members are promised a percentage of their final salary for each year of 
pensionable service); career-average revalued earnings (which is similar to final salary, but calculated by reference to the 
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member’s average salary over the period of their pensionable service); and cash balance (where members are promised a 
retirement pot of a pre-defined amount for each year of pensionable service). Trust-based schemes can provide DB or DC 
benefits. Contract-based schemes generally only provide DC benefits.

As well as promising retirement benefits, both DB and DC schemes typically provide survivors’ benefits when a member 
dies before or after retirement.

Employers may use DB or DC schemes to meet their automatic enrollment duties. However, in order to be a “qualifying 
scheme” for automatic enrollment purposes, a scheme must meet certain “quality requirements” prescribed under 
UK pension law (see question 3 below). There are different quality requirements for DB and DC schemes. Broadly 
speaking, DB schemes must satisfy either prescribed minimum benefit accrual requirements or a prescribed test as 
to the cost of funding future accruals, while DC schemes must satisfy one of four prescribed minimum contribution 
structures. Qualifying schemes must also generally be registered pension schemes – see question 4 for more information. 
(Registered pension schemes do not have to be qualifying schemes.)

3. What are the principal statutes governing retirement plans/schemes that cover a broad cross-section of 
the workforce and what are the material requirements applicable to such plans/schemes?

Pension schemes in the UK are subject to a number of pensions-specific statutes, as well as numerous regulations made 
under those statutes. The Pensions Act 2008 sets out the requirements that a plan must satisfy in order to be a qualifying 
scheme for purposes of the automatic enrollment requirements described in question 2. The Finance Act 2004 sets out 
the requirements that “registered pension schemes” must meet (registered pension schemes benefit from favorable tax 
treatment) – see question 4 for more information. The Finance Act 2004 and the Income Tax (Earnings and Pensions) Act 
2003 govern the tax treatment of contributions to, and payments from, pension schemes. The other principal statutes 
include the Pension Schemes Act 1993, the Pensions Act 1995, and the Pensions Act 2004 which between them impose a 
wide range of requirements on trust-based schemes including:

• investment restrictions;

• minimum scheme funding requirements (for DB schemes);

• protection for early leavers;

• disclosure and reporting obligations;

• dispute resolution requirements; and

• scheme termination rules.
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The Pensions Act 2004 also establishes the Pensions Regulator (the “Regulator”), which is responsible for the regulation 
of pension schemes used by employers, and the Pension Protection Fund (the “PPF”), which acts as a “lifeboat” for 
underfunded DB schemes whose employers became insolvent (see question 9 for more information).

In addition, the Equality Act 2010 imposes non-discrimination requirements regarding entry to, and the terms of 
membership of, pension schemes.

Employers and trustees of trust-based pension schemes are also subject to fiduciary duties. In the trustees’ case, these 
include a requirement to exercise their powers for the purpose for which they were conferred (sometimes described as 
a duty to act in the best interests of the scheme’s members). For employers, the key fiduciary duty is less stringent but 
requires them, when exercising their rights and powers under the employment contract and under the pension scheme, 
not to undermine the relationship of mutual trust and confidence that should exist between employers and employees.

In certain circumstances, where one company in a corporate group has participated in a DB pension scheme, the 
Regulator can require other companies in the same group to contribute to the scheme or provide it with other financial 
support. 

Providers of contract-based schemes are regulated by the Financial Conduct Authority (the “FCA”) and are therefore 
subject to rules and regulations made by the FCA.

4. What are the key features of the tax framework that applies to retirement plans/schemes?

Pension schemes that are “registered” with HM Revenue & Customs (“HMRC”) are accorded favorable tax treatment 
under the Finance Act 2004, including tax relief on employee and employer contributions and on investment income and 
capital growth. Employer contributions are also exempt from National Insurance contributions. However, as a quid pro 
quo for the favorable tax benefits conferred on them, registered pension schemes are subject to a number of restrictions, 
including the following:

• There are annual and lifetime limits on the level of tax-relieved pension savings that can be made by a member of a 
registered pension scheme.

• A registered pension scheme cannot generally pay benefits to a member before age 55 (unless the member is suffering 
from ill-health), and payments from a registered pension scheme may only be made in certain prescribed ways.

Benefits taken from a registered pension scheme are generally subject to income tax, but up to 25% of an individual’s 
benefits can be taken as a tax-free lump sum.
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Unregistered pension schemes do not receive the tax advantages available to registered schemes, but are not subject to 
the restrictions imposed on registered schemes. As a result of the unattractive tax treatment of unregistered schemes, 
employers rarely use such schemes.

5. If an employer adopts a retirement plan/scheme, are employer contributions required? 

If a DC scheme is a qualifying scheme for automatic enrollment purposes, statutory minimum employer contribution 
rates apply – the scheme must satisfy one of four prescribed contribution structures. If an employer maintains a DC 
scheme that is not a qualifying scheme for automatic enrollment purposes, the employer is not required to contribute 
to the scheme (i.e. contributions are discretionary). Employers who maintain such arrangements do, however, typically 
make monthly contributions, which are usually expressed as a percentage of the employee’s salary. 

Statutory scheme funding requirements apply to DB schemes. Schemes are required to have sufficient and appropriate 
assets to cover the value of their liabilities as calculated by the scheme actuary on a prudent (not merely a best estimate) 
basis. They must carry out a valuation of the scheme’s assets and liabilities every three years, and if that valuation shows 
that the scheme is in deficit, a recovery plan must be put in place, including a schedule of contributions which will set out 
(i) the level of employer deficit reduction contributions to be made to remove the deficit, and (ii) the level of employer 
and member contributions to fund any future service benefits – these are usually expressed as a percentage of the 
members’ salaries. A one-off employer contribution, which may be very substantial, is typically also required when an 
employer withdraws from a DB scheme, when the scheme terminates or on an employer’s insolvency – see question 9 for 
more information.

Employers are responsible for deducting member contributions from their salaries and must pay those contributions (and 
any employer contributions) over to the scheme within a statutory timeframe.

6. What are the material rules governing retirement plan/scheme investments, and what liabilities attach 
for failure to satisfy those requirements?

In a trust-based scheme, the trustees are responsible for the investment of the scheme’s assets. Legislation gives trustees 
wide investment powers, but also requires them to take into account a broad range of factors when making investment 
decisions and imposes a number of restrictions, including on employer-related investments. Trustees are also subject to 
fiduciary duties under trust law including a duty to invest assets in members’ best financial interests. In addition, trustees 
must comply with any investment restrictions set out in the scheme’s trust deed and rules.

Legislation prevents the employer from exercising any power of investment over the assets of a trust-based scheme, but 
the trustees must consult the employer on the scheme’s investment strategy. In a DB trust-based scheme, members will 
have no involvement in scheme investment. In a DC trust-based scheme, the trustees will be responsible for selecting the 
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range of investment funds available under the scheme and for keeping the range under review, while members will be 
responsible for directing the investment of their account balances among the different funds.

If trustees breach their statutory investment duties, in most cases the breach is punishable by a civil fine. However, in 
some cases, the breach is a criminal offense punishable by a fine, imprisonment or both. In the event of breach of a 
fiduciary duty or of the scheme’s trust deed and rules, a court can order that compensation be paid that is designed to 
put the claimant in the position that he or she would have been in had the breach not occurred.

In a contract-based scheme, the pension provider determines the range of investment funds on offer and the member is 
responsible for selecting from that range. The employer may work with the provider to select a bespoke range of funds 
for the scheme from the wider range offered by the provider. There is no duty on the employer to monitor the scheme’s 
performance, but some employers choose to do so. The provider must comply with FCA rules in the investment options 
that it makes available to members. In the event of breach of those rules, the FCA has a number of enforcement powers 
including fines, prohibition or suspension of individuals/firms, and criminal proceedings, depending on the breach.

7. What reporting, disclosure and employee consultation rules apply and how are they enforced?

Trustees of trust-based schemes must report certain information to HMRC and the Regulator. They are also required to 
disclose certain prescribed information to members and, as set out in question 8, to consult with members when certain 
changes to the scheme are proposed. In the event of breach of these reporting, disclosure and consultation obligations, 
the Regulator has a range of enforcement powers including compliance notices and fines.

Employers are also subject to reporting, disclosure and, as set out in question 9, employee consultation obligations. They 
must report certain breaches of the law to the Regulator and, where they have a DB scheme, the occurrence of specified 
“notifiable events”. Employers must also provide a declaration of compliance with their automatic enrollment duties to 
the Regulator every three years. In addition, employers must provide employees with a written statement of employment 
terms that includes any terms and conditions relating to pensions, and also with certain prescribed information about 
automatic enrollment. In the event of breach of the employer reporting, disclosure and consultation obligations, the 
Regulator has a range of enforcement powers including compliance notices and fines.

Providers of contract-based schemes are also subject to requirements to disclose certain prescribed information to 
members under both legislation and FCA rules. In the event of breach of these requirements, the Regulator and the FCA 
have a number of enforcement powers including compliance notices and fines.

8. What restrictions apply if the employer wishes to alter the terms of a retirement plan/scheme?

Three main types of restriction apply where an employer or trustees wish to make changes to a trust-based pension 
scheme. First, any changes must comply with the terms of the scheme’s amendment power. Usually, this will require 
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the consent of both the employer and the trustees to the proposed change. The amendment power may also impose 
additional restrictions. Second, legislation restricts changes to accrued benefits that would or might make the accrued 
benefits less generous – these can be made only with member consent, or (in some cases) consultation with the 
members plus certification that the benefits before and after the change are actuarially equivalent. Lastly, certain 
changes to future benefits require member consultation – these include closing the scheme to new members and 
increasing the level of member contributions.

Where the scheme is a contract-based scheme, the changes that an employer can make are generally limited to the level 
of employer and member contributions and closing the scheme. As with a trust-based scheme, certain changes require 
member consultation.

Whether the scheme is a trust-based or contract-based scheme, employers also need to ensure that any changes made 
do not breach any pensions-related terms in the affected employees’ employment contracts or, alternatively, obtain the 
affected employees’ consent to the change to their employment contracts.

9. Under what circumstances may an employer withdraw from or terminate a plan/scheme, and what
liabilities may arise in connection with such withdrawal or plan/scheme termination?

The rules of a trust-based scheme will generally give the employer the power to terminate the scheme or, in the case 
of a multi-employer scheme, to withdraw from the scheme, as and when the employer wishes by giving notice to the 
trustees. On termination of a trust-based scheme, the members’ benefits will generally be secured by annuity purchase 
and the scheme will be wound up.

Where the scheme is a DC scheme, the employer’s only liability will be to pay any outstanding employer contributions 
and any expenses which the scheme’s trust deed and rules requires it to pay. Where the scheme is a DB scheme, the 
same obligations will apply if the scheme is well enough funded to secure its liabilities via annuity purchase.

However, if a DB scheme is in deficit, withdrawal or termination may trigger an obligation on the employer to pay an 
amount into the scheme that is sufficient to enable the scheme’s liabilities to be secured by annuity purchase (or, in 
the case of withdrawal from a multi-employer scheme, an amount sufficient to enable the employer’s share of the 
scheme’s liabilities to be secured by annuity purchase). As the cost of buying annuities usually exceeds even the prudent 
level of funding required for ongoing schemes (see question 5), the cost can be substantial. (In some circumstances, 
a withdrawing employer’s liability share can be apportioned to other continuing employers without being payable 
immediately.)

If the employer is insolvent and is unable to make the required payment, the scheme will enter what is known as a “PPF 
assessment period” during which the PPF will assess whether the level of funding in the scheme qualifies the scheme for 
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entry to the PPF (taking into account any distribution received by the scheme under the statutory corporate insolvency 
order of priority). A PPF assessment period will be triggered automatically by an employer’s insolvency, whether or not it 
formally withdraws from or terminates the scheme. Should the scheme be accepted into the PPF, the PPF will take over 
responsibility for the scheme and will pay compensation to the scheme’s members that is based on the benefits payable 
under the scheme, subject to a statutory cap. If the scheme is in deficit, but is too highly funded to be eligible for PPF 
entry (essentially where it has sufficient assets to buy annuities that exceed PPF compensation levels), the scheme will 
generally be terminated and wound up, with reduced benefits secured for members in accordance with the statutory 
order of priority.

Where the scheme is a contract-based scheme, the employer cannot terminate it as such, because the contractual 
relationship is between the provider and the member. The employer can, however, generally choose to cease 
contributing to the scheme (subject to any notice period required by the provider). The contract between the provider 
and the member will continue and, if the provider permits, the member can continue making contributions. If continued 
contributions are not permitted, the member’s funds remain invested as he or she directs until such time as the member 
chooses to take his or her benefits or transfers them to another pension scheme.

10. Can employees take their pension/retirement benefit entitlement with them if they change jobs?

A member of a pension scheme has a statutory right to transfer his or her benefits to another pension scheme. Where 
the transferring scheme is a registered pension scheme, the receiving scheme must also be a registered pension scheme. 
Depending on the type of benefits held by the member, additional requirements may apply.

This statutory transfer right expires:

• in the case of salary-related benefits, one year before the scheme’s normal retirement age; and

• in the case of other types of benefit, once those benefits are put into payment in some way or are used to
purchase an annuity.

11. Do pension/retirement benefit payments need to be adjusted/increased after retirement?

Legislation generally requires pension schemes to provide minimum inflation-related increases on DB pensions earned 
since April 1997, and (usually) on a part of the pension earned between 1988 and 1997. Many DB schemes’ rules require 
increases that exceed the statutory minimum. Schemes may also be required to pay increases on DC pensions earned 
after April 1997 that came into payment before April 2005. No increases are required on DC pensions that come into 
payment after April 2005.

United Kingdom
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Legal Statement
This publication provides information and comments on legal issues and developments of interest to our 
clients and friends. The foregoing is not a comprehensive treatment of the subject matter covered and is not 
intended to provide legal advice. Readers should seek legal advice before taking any action with respect to 
the matters discussed herein. 

© 2017 The Mayer Brown Practices. All rights reserved. 

Attorney advertising. Prior results do not guarantee a similar outcome.
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