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壹、背景說明
OECD與其健康與社會政策區域中心(RCHSP, Regional Centre on Health and Social Policy)於95年12月7日至8日於韓國首爾舉辦OECD退休金研討會，計有OECD與台灣、日本、韓國、新加坡、泰國、印尼、大陸等亞洲國家參與，OECD邀請我國派專家出席本會並發表國家報告。本會由行政院勞工委員會綜合規劃處李處長來希參與並發表國家報告。

貳、會議議程
OECD/World Bank expert meeting on modelling Asian pension systems

Seoul, 7 and 8 December 2006

Thursday 7 December 

09.00 – 12.00:  
Taxonomy of pension systems, 


Modelling methodology,




Overview of results for other regions 






(OECD)

Lunch 

14.00-17.00 
Country presentations

Friday 8 December  

09.00-12.00 
Preliminary modelling results 




(OECD)




Country responses

Lunch

14.00-17.00
Policy implications of the modelling results

參、出席會議情形

我國代表於會中提出｢台灣退休金制度變革｣報告，並討論研析亞洲國家之退休金制度，與參與國家交流各國退休金制度。

肆、與會心得與建議

相較於其他亞洲國家，我國勞退新制算是非常成功的改革，惟為能進一步提升老年經濟安全，並符合OECD與IMF對各國之政策建議，勞保給付年金化將是未來努力的目標。此外，妥善規劃延壽年金，確保未來個人帳戶餘額足以支應老人退休生活所需，是另一亟需解決之政策議題。
附錄：我國「退休金制度變革」報告
Chinese Taipei
1.
General notes
· Schemes for private-sector workers and civil servants 
· Private sector: 

· Old-age benefit

· Old-age benefit is one kind of payments provided by Labor Insurance.  Those between the age of 15 to 60, including workers employed in firms with 5and above employees, own-account workers who are craft union members, are required to join Labor Insurance.   Old-age benefit is a defined benefit scheme.
· Labor Pension system

· The Labor Pension system was reformed in 2005.  Before the reform, the original system is a defined benefit scheme.  When employees are qualified to retire, the employer has to pay a lump-sum pension calculated on a stipulated formula.  After the reform, the new system is an individual retirement fund account scheme, and the minimum employers’ contribution rate is 6%.  In addition, employees can voluntarily deposit up to 6% of their wages to his own account and apply for tax deduction.  After retirement, the balance of individual retirement fund account will be transferred into an annuity.  Labors who work for a business entity of 200 employees and more which has been approved to implement the annuity insurance scheme shall have two possible choices from (1) portable individual retirement account scheme or (2) annuity insurance scheme when certain conditions are met.
Employees hired before the implementation of the new system can choose to stay in the old system or to switch to the new one.  However, all employees hired after the implementation must choose the new system.
· Civil servants: 
· Old-age benefit

· Old-age benefit is one kind of payments provided by Civil Servants and Teachers Insurance.  All civil servants and people employed in public and private schools (including teachers and staff) are required to join Civil Servants and Teachers Insurance.  Old-age benefit is a defined benefit scheme.
· Civil Servant Pension System
· A defined benefit scheme.  When meeting the retirement condition, civil servants can choose a lump-sum payment, a monthly payment, or a mix between these two.  The government and civil servants are required to make contributions into this pension system.
· Indexation: if formal rules are specified, the indexation formula.  If indexation is discretionary, information on the rate of increases offered in the last five years.  

· The civil servant pension benefit paid in annuity is adjusted with the salary level of currently working civil servants.  The old-age benefits of labor insurance and Civil Servants and Teachers Insurance are not indexed.
2.
Economic variables

· Average earnings in the economy

· NT$ 40,544 (US$1,232 ) per month as of September 2006 .

· Average earnings of individuals covered by the relevant pension scheme(s)

· Not available.

· Exchange Rate:

· US$1 = NT$32.52 as of 29 November 2006.
3. 
Qualifying conditions

· Current normal pension ages for men and women

· Private sector: 
· Old-age benefits: male 60, female 55

· Pension system: aged 55 and has worked for the same firm for 15 years, or has worked for the same firm for 25 years and more (no age requirement).  The mandatory retirement age is 60.  No differences between male and female workers.

· Public sector: 
· Old-age benefits:  aged 60 and has worked in the public sector for 5 years, or has worked in the public sector for 25 years and more (no age requirement).  The mandatory retirement age is 65.  No differences between male and female workers.
· Civil servant pension:  same as old-age benefits.
· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place)

· Civil servant pension: to raise the age requirement for receiving monthly payments.  No changes planned for lump-sum payment.
· Private workers:  no changes planned.
· Early pension age(s) for men and women, currently and in the long term 

· No changes planned.

· Number of years of contributions required for retirement at normal pension age and at early pension age

· Not relevant.  Age is the sole criteria.  

4.
Benefit formula: first-tier schemes

· Type of scheme: basic, minimum pension, targeted scheme, general social assistance  
4a.
Basic pension
· None
4b.
Minimum pension
· None.

4c.
Targeted schemes/social assistance: 
	Schemes
	Target Population
	Monthly Allowance
	Indexation Procedure
	Means Tested?

	Old-Age Citizens' Welfare Living Allowance 
	Individuals aged 65 and above, but those who have received other allowances are exempted 
	NT$ 3,000
	No 
	Yes. Personal yearly Income must be below NT$500,000 and the market value of personal real estate must be below NT$5,000,000 .  

	Middle-and-Low Income Old-Age Citizens' Living Allowance
	Low-income individuals aged 65 and above
	NT$6,000 or NT$3,000, depending on individual income level
	No
	Yes. Personal monthly income (averaged within a household) must be below the 2.5 times the minimum standard of monthly living expenses, and below the 1.5 times the average monthly consumption expenses. 

	Old-Age Farmers’ Welfare Allowance 
	Farmers aged 65 and above
	NT$5,000
	No
	No.

	Old-Age Indigenes’ Welfare Living Allowance 
	Indigenes aged between 55 and 65
	NT$3,000
	No
	Yes. Personal yearly Income must be below NT$500,000 and the market value of personal real estate must be below NT$5,000,000


5.
Benefit formula: second-tier schemes

· Type of scheme: defined benefit, points, notional accounts, defined contribution

· Defined benefit, payable on leaving employment, which also may be retirement – Old-age benefits of Labor insurance and Civil Servants and Teachers Insurance, Civil Servants Pension System, and Labor Pension System (old).
· Defined contribution – Labor Pension System (new)
· Floor and/or ceiling on pensionable earnings; and indexation of these values

· Floor: 
· Old-age benefits of Labor Insurance:  NT$15,840 per month  (NT$11,100 for part-time workers, child workers and trainees)
· Labor Pension System (new):  NT$ 1,500 per month
· No floor requirements for the old Labor Pension System, Old-age benefits of Civil Servants and Teachers Insurance, and Civil Servants Pension System.
· Ceiling: 
· Old-age benefits of Labor Insurance:  NT$43,900 per month  
· Labor Pension System (new):  NT$ 150,000 per month
· No ceiling limits for the old Labor Pension System, Old-age benefits of Civil Servants and Teachers Insurance, and Civil Servants Pension System.
· No formal indexation but the government reviews these figures periodically.

· Indexation of pensions in payment

· The civil servant pension benefit paid in annuity is adjusted with the salary level of currently working civil servants.
5a.
Defined benefit

· Accrual rate for benefits per year of service.  If this varies with age, years of service, or earnings, the full accrual-rate schedule

· Old-ages benefits of Labor Insurance: one base unit for each service year, provided that each service year exceeding 15 years shall be entitled to two base units, and the maximum shall be forty-five units.
· Labor Pension System (old): two base units for each service year, provided that each service year exceeding 15 years shall be entitled to one base unit, and the maximum shall be forty-five units.
· Old-age benefits of Civil Servants and Teachers Insurance: 1.16 base units for each service year, and the maximum is thirty-six units.
· Civil Servants Pension System:  
· Lump-sum payment: 1.5 base units for each service year and the maximum is fifty-three units.
· Monthly payments:  accrual rate is 2% for each service year and the maximum is seventy percentage.
· Earnings measure (e.g., final year, best five years, lifetime average)

· Old-ages benefits of Labor Insurance: the average salary for the last six month.
· Labor Pension System (old): the average salary for the last six month.
· Civil Servants Pension System: the final monthly salary.
· Valorisation (pre-retirement indexation of pensionable earnings in schemes that are not based on final year’s salary)

· Not applicable.

· Maximum pension; and indexation

· Not applicable.

· Maximum replacement rate or number of years of coverage

· Not applicable.

5b.
Points schemes
· Not relevant for Chinese Taipei
5c.
Notional accounts
· Not relevant for Chinese Taipei..

5d.
Defined-contribution plans

· Total contribution rate and split between employer and employee
· Under the new Labor Pension System, the minimum contribution rate for employers is 6%, and employees can voluntarily deposit up to 6% of their wages to his own account and apply for tax deduction. 
· Calculation of annuity factor to convert capital into flow of pension benefits (e.g., discount rate used, mortality rates, unisex or sex-specific annuities); other withdrawal options, such as scheduled withdrawals, etc.

· Annuity calculation of the new Labor Pension system has not been determined yet.
· An employee whose seniority is less than 15 years can withdraw all their accrued benefits in a lump sum payment at retirement.

6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· Old-age benefits of Labor Insurance: aged 50 or 55, depending on the years of contribution (no age requirement, if the years of contribution under the same insured unit are 25 years and more.
· Labor Pension System: no age requirement if an employee has worked for the same firm for 25 years and more.
· Old-age benefits of Civil Servants and Teachers Insurance: no age requirement if has worked in the public sector for for 25 years and more.
· Civil Servants Pension System: as same as Old-age benefits of Civil Servants and Teachers Insurance
· Other qualifying conditions for early retirement, such as years of contributions

· See the above
· Reduction of benefits for early retirement (‘actuarial adjustments’)

· None.
6b.
Late retirement

· Possibility of deferring the pension claim after normal pension age 
· Yes.  However, the employer can mandate employees to retire according to the laws.
· Increments of benefits for late retirement (‘actuarial adjustments’)

· No.  

· Are pension and other social security contributions still payable for people who retire late?

· Old-age benefits of Labor Insurance: workers can voluntarily make contributions.
· Labor Pension System: Employers are required to make contributions.
· Old-age benefits of Civil Servants and Teachers Insurance: It is required to make contributions.
· Civil Servants Pension System: It is not required if the years of contributions are more than 35years.
· If contributions are paid, are extra entitlements earned?

· Yes, if under the maximum limit.
· Is it possible to combine pension receipt with continuing to work?  

· Yes.  

· Is there any earnings test applied to people who claim pension and continue to work?

· No.  

7.
Personal income taxes and social security contributions

7a.
Personal income tax for workers

· Personal income tax schedule (i.e., rates and bands)
Progressive tax rate is applicable in Chinese Taipei, and the marginal tax rates are :
	Chargeable Income for the Year (NT$)
	Marginal Tax Rate
	Tax Amount (NT$)

	370,000 and less
	6%
	Chargeable Income × 6%

	More than 370,000 ~ 990,000
	13%
	22,200＋(Chargeable Income－ 370,000) × 13%

	More than 990,000 ~ 1,980,000
	21%
	102,800＋(Chargeable Income－ 990,000) × 21%

	More than 1,980,000 ~ 3,720,000
	30%
	310,700＋(Chargeable Income－ 1,980,000) × 30%

	More than 3,720,000
	40%
	832,700＋(Chargeable Income－ 3,720,000) × 40%


· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)

· Zero-rate band: NT$77,000 per person (NT$115,500 per person who aged 70 and more)
· Standard Deduction Amount: NT$46,000 (NT$92,000 if claimed with spouse)
· Deductions for work-related expenses

· Yes.  All outgoings and expenses incurred in the production of assessable income is tax deductible.
· Deductibility of pension and other social security contributions

· All the pension and other social security contributions are tax deductible with ceiling limits.
7b.
Personal income tax for pensioners

· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· No.
· Is public and private pension income subject to personal income tax?

· Old-age benefits of Labor Insurance: not subject to income tax.
· Labor Pension System: subject to income tax with basic amounts for tax deductibility.
· Old-age benefits of Civil Servants and Teachers Insurance: not subject to income tax.
· Civil Servants Pension System: subject to income tax with basic amounts for tax deductibility.
7c.
Pension and social security contributions
· Employer and employee rates of contributions for pensions and other social security benefits, split where available. 
	
	Employers
	Employees

	Old-age benefits of Labor Insurance*
	4.55% 
	1.3%

	Labor Pension System (old)
	2% ~ 15%
	None

	Labor Pension System (new)
	6%
	Voluntary (less than 6% for tax deduction)

	Old-age benefits of Civil Servants and Teachers Insurance*
	4.65%
	2.50%

	Civil Servants Pension System
	7.8%
	4.2%



* : the contribution rates are for the Insurance, not only for the old-age benefits.
附錄：其他與會國家資料
PARAMETERS AND RULES OF PENSION SYSTEMS IN 
CHINA, HONG KONG, VIETNAM, THAILAND, 
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Stirling Finance Limited
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 Section I.  China

1.
General notes

	
	Type of scheme
	Indexation

	Schemes for Enterprise workers
	
	

	Social pool 

(According to State Council Document 26 issued in 1997)
	DB
	Depending on retiree’s locale, 40-80% of benefits are indexed to wage inflation and the balance is indexed to price inflation.

	Social pool 

(According to State Council Document 38 issued in 2006)
	DB
	Varies by province



	Individual account
	DC/DB hybrid

	Same as for social pool

	Schemes for civil servants
	DB
	Indexed to wages


2.
Economic variables

· Average earnings in the economy:  

· Rmb16,024 (i.e, US$2,000) per annum (urban workers)

· Average earnings of individuals covered by the relevant pension scheme(s):

· Rmb16,024 (i.e, US$2,000) per annum

· Exchange Rate

· USD1 = RMB8.00 as of 20 June 2006

3. 
Qualifying conditions

· Current normal pension ages for men and women

· 60 for men

· 55 for women (50 for those who engaged in physical works)
· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place)

· No changes planned

· Early pension age(s) for men and women, currently and in the long term 

· Retirement age for women working in strenuous or hazardous jobs is 50

· Number of years of contributions required for retirement at normal pension age and at early pension age 

· Social pool scheme:  workers qualify for basic pension after 15 years of contributions

· Individual account scheme:  workers qualify for individual account pension after 15 years of contributions.  Workers who have contributed for less than 15 years receive the savings in the individual account as a lump sum.

4.
Benefit formula: first-tier schemes

4a.
Basic pension
· Basic pension or social pool pension is paid after 15 years of contributions.

· Value of benefits

· According to Document 26, value of benefits equals 20% of city average wage after 15 years of service.  No additional benefits are paid for additional years of service.

· According to Document 38, value of benefits equals 15% of city average wage after 15 years of service, plus 1% for each additional year of service.

· Indexation of benefits

· According to Document 26, benefits are indexed to a combination of local wage inflation and price inflation.  Depending on the locale, the combination can be 40-80% wage inflation to 60-20% price inflation.

· According to Document 38, benefits are indexed to a combination of local wage inflation and price inflation)

4b.
Minimum pension

· Not applicable

4c.
Targeted schemes/social assistance
· The Ministry of Civil Affairs administers a non-contributory minimum living allowance scheme which provides a subsistence living allowance.

· Benefits are determined as an absolute amount and are adjusted periodically according to the price index or other factors.

· Benefits are principally paid from employer’s contributions to local governments (city or county level).

5.
Benefit formula: second-tier schemes
· Type of scheme: defined benefit, points, notional accounts, defined contribution
· Individual account scheme

· DC/DB hybrid.  Individuals contribute to their own account.  Benefits are determined by dividing the accumulated contributions plus investment returns by a factor based on average longevity of the province.  If total payments to the individual should exceed his individual account, then benefits continue to be paid out of social pool.

· Mandated to be fully funded, but currently notional in many provinces in respect to previous years’ contributions.

· Floor and/or ceiling on pensionable earnings, and indexation of these values, as well as indexation of pensions in payment
· Contributions are capped at 3x city average pay.

· Indexation of individual account pensions is same as per social pool pension.

5a.
Defined benefit
· Although the individual account scheme is considered a defined contribution scheme, it has design characteristics that resemble that of a hybrid defined benefit scheme.  That is, after 15 years of contributions to the individual account, benefits are calculated by dividing the accumulated contributions and investment returns by an annuity factor as with a DC scheme, but it resembles a DB scheme in that the pension is paid until the individual’s death.  If an individual out-lives the term of the annuity, the provincial government will continue to pay the annuity out of the basic pension social pool. 

5b.
Points schemes
· N.a.

5c.
Notional accounts

· N.a. Where the individual accounts are empty, i.e. “notional”, a rate of interest is still applied to the account.

5d.
Defined contribution
· Total Contribution rate and split between employer and employee

· Since January 2006, according to guidelines set by State Council Document No. 38, individual accounts will be funded solely by employee contributions of 8% of wages.  In addition to the north-eastern provinces – Liaoning, Jilin and Heilongjiang – about 8 or so other provinces have started to fund individual accounts according to these new guidelines.  Other provinces are still following guidelines set by the State Council Document No. 26, which mandates an 8% contribution by employees and 3% by employers for a total of 11%.   However, it is expected that all provinces will eventually implement guidelines set by Document 38.  

· Annuity factor to convert capital into flow of pension benefits

· Document 26 specifies a factor of 120.

· Document 38 does not provide a set of annuity factors but does specify that the annuity factor should reflect the individual’s retirement age and the average local life expectancy.  In Jilin and Heilongjiang, the annuity factors are:

	Retirement age
	Actuarial factor

	40
	233

	45
	216

	50
	195

	55
	170

	60
	139

	65
	101

	70
	56


· There are no sex-specific annuity factors.

6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· Women in strenuous and hazardous jobs are allowed early retirement at age 50.

· Other qualifying conditions for early retirement, such as years of contributions

· According to Document 26, after 15 years of contributions, individuals can retire and receive a basic social pool pension of 20% of the previous year’s local average monthly wage, and an individual account pension calculated by dividing accumulated contributions and investment returns by an actuarial factor of 120.

· According to Document 38, after 15 years of contributions, individuals can retire and receive a basic social pool pension of 15% of local average wage, and an individual account pension calculated by dividing accumulated contributions and investment returns by an actuarial factor which reflects the individual’s retirement age and the average life span of the province.

· Reduction of benefits for early retirement (‘actuarial adjustments’)

· According to Document 26, there is no reduction of basic social pool benefits for early retirement.  In fact, even if an individual continues to work beyond 15 years, the basic social pool pension benefit will not increase.  

· According to Document 38, individuals can collect a basic social pool pension of 15% of the previous year’s local average wage after 15 years of contributions.  By opting for retirement after 15 years, the individual forfeits the opportunity to earn 1% higher pension benefits for each additional year of service and contribution.  

· For the individual account scheme, there is a reduction in benefits in so far as there are less accumulated contributions and a higher annuity conversation factor, leading to a lower pension.

4b.
Late retirement

· Possibility of deferring the pension claim after normal pension age 

· No.

· Increments of benefits for late retirement (‘actuarial adjustments’)

· Document 38 encourages individuals to work beyond 15 years by increasing the basic social pool pension by 1% of the previous year’s local average wages for each additional year of service.  The limit to the increase is reached at retirement age.

· Document 26 does not encourage nor reward late retirement.  Basic social pool benefits are the same regardless of whether an individual retires after 15 years of service or 30 years of service.  

· Are pension and other social security contributions still payable for people who retire late?

· Contributions are payable only until retirement age.

· If contributions are paid, are extra entitlements earned?

· Same as above.

· Is it possible to combine pension receipt with continuing to work?  

· Yes.

· Is there any earnings test applied to people who claim pension and continue to work?

· No.

7.
Personal income taxes and social security contributions

7a.
Personal income tax for workers

· Personal income tax schedule (i.e., rates and bands)

· Wages and salaries are subject to the following progressive tax rates:
	Monthly Taxable Wage/Salary (RMB) (after 1600 deductible) 
	Tax Rate

	< 500
	5%

	500-2,000
	10%

	2,000-5,000
	15%

	5,000-20,000
	20%

	20,000-40,000
	25%

	40,000-60,000
	30%

	60,000-80,000
	35%

	80,000-100,000
	40%

	>100,000
	45%


· Other types of income, such as remuneration for authors, contract service fees, franchise fees, interest, dividends, lease income, etc., are subject to a 20% flat tax rate subject to deductions.  Self-employed individuals are subject to a separate tax schedule ranging from 5% to 35%.

· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)

· Standard deduction is RMB 1,600 per month.  Income above and beyond RMB 1,600 is considered taxable income.

· Deductions for work-related expenses

· For income of self-employed individuals and income from contracted management or leasehold management, expenses can be deducted.

· For income from the remuneration of labour services, income from author's remuneration, income from franchise royalties, and income from the lease of property, if the income received each time does not exceed RMB4,000, then RMB800 is deductible as expenses; if it exceeds RMB4,000, 20 percent shall be deducted as expenses. The balance in each case is the taxable income.  

· Deductibility of pension and other social security contributions

· Basic pension contributions are deductible. 

7b.
Personal income tax for pensioners

· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· According to Chinese Personal Income Tax Law, tax may be abated after approval when it involves the income of disabled, or elderly persons, or family members of a martyr.  

· Survivors’ pensions are not taxable.

· Is public and private pension income subject to personal income tax?

· Yes.  Pension income is taxed as personal income. 
7c.
Pension and social security contributions

· Employer and employee rates of contributions for pensions and other social security benefits split where available.  

	Document 26
	Employer
	Employee

	Basic social pool scheme
	Employer contributes about 17% of actual wages, with max and min contributions set at 300% and 60% of City Average Pay


	--

	Individual account scheme
	Employer contributes 3% of wages
	Employee contributes 8% of wages

	Document 38
	Employer
	Employee

	Basic social pool scheme
	Employer contributes 20% of actual wages, with max and min contributions set at 300% and 60% of City Average Pay
	--

	Individual account scheme
	--
	Employee contributes 8% of wages, capped at 300% of city average pay


Section II.  Hong Kong

1.
General notes

· Schemes for private-sector workers and civil servants 
· Private sector: 

· Occupational Retirement Schemes Ordinance (ORSO
) -- employer arranged voluntary occupational savings schemes, defined benefit, and hybrid and defined contribution.   ORSO predated Mandatory Provident Fund – see below.

· Mandatory Provident Fund -- those between the age of 18 to 65, including part-time and self-employed workers, with few exemptions, are required to join a Mandatory Provident Fund (MPF) scheme.  MPF is a defined contribution scheme.  However, employees joining an organization that already has qualified MPF-exempt ORSO scheme which is open to new employees may choose between joining an MPF scheme or the ORSO scheme.
· Currently more than 66% of the employed population are covered under MPF and 18% under ORSO.

· Civil servants: 

· Those who joined the government after 1 June 2000 and those who are not under their employment conditions permanent and pensionable are covered by the Civil Service Provident Fund Scheme, which is a DC system provided through the MPF system.  Civil servants who started employment earlier and who are permanent and pensionable are covered by DB schemes that are now closed to new participants.

· Other public sector arrangements:  Teachers are covered by separate schemes under the Grant Schools Provident Fund Rules and the Subsidised Schools Provident Fund Rules, while employees of the Hospital Authority are covered under the Hospital Authority Provident Fund Scheme.

· Indexation: if formal rules are specified, the indexation formula.  If indexation is discretionary, information on the rate of increases offered in the last five years.  

· Not available for MPF and for the Civil Service Provident Fund schemes.
2.
Economic variables

· Average earnings in the economy

· HK$ 14,800 (US$1,907) per month as of Q3 2005
 .

· Average earnings of individuals covered by the relevant pension scheme(s)

· Not available.

· Exchange Rate:

· US$1 = HK$7.76 as of 20 June 2006.
3. 
Qualifying conditions

· Current normal pension ages for men and women

· Private sector: 65.

· Public sector: 60 for civilian staff, 55 for disciplined service staff (e.g., police force, fire department, correctional service, immigration and customs and excise department) and 57 for certain prescribed disciplined service staff.

· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place)

· No indication of change.
· Early pension age(s) for men and women, currently and in the long term 

· 60 in MPF for the private sector.  No indication of change.

· Number of years of contributions required for retirement at normal pension age and at early pension age

· Not relevant.  Age is the sole criteria.  

4.
Benefit formula: first-tier schemes

· Type of scheme: basic, minimum pension, targeted scheme, general social assistance

· Old Age Allowance is the only equivalent to first-tier pension in Hong Kong.  Old Age Allowance has two levels:

· Normal Old Age Allowance (NOAA) applies to Hong Kong residents from 65 – 69, and is means tested.

· “Higher Older Age Allowance” (HOAA) applies to HK residents over 70, and is non-means tested.
4a.
Basic pension
· Flat-rate benefits that are paid subject only to age and/or years of contributions

· HOAA is paid only subject to age.

· Age and number of years of contributions needed to qualify

· NOAA: 65-70.  This benefit is means-tested.

· HOAA: 70.  This benefit is not means-tested.

· Value of benefit

· NOAA: HK$625 per month

· HOAA: HK$705 per month

· Indexation procedure for benefit value

· No automatic indexation but the government reviews the figure periodically.

4b.
Minimum pension

· Minimum pension as part of earnings-related scheme: 

· None.

4c.
Targeted schemes/social assistance: 

· Anti-poverty programmes that are separate from the main part of the pension system that can be part of general social assistance or separate schemes for older people

· HK as a Comprehensive Social Security Allowance and a Social Security Allowance which target specific groups of population.  (For details see Table on the next page.)

· Sources of income/assets included in the targeting

· “Income” refers to total assessable income.

· “Assets” refers to capital assets such as property, cash, savings, investments, and other realizable assets.
· Withdrawal rate of entitlement against other income sources

· Not applicable.

	Schemes
	Target Population
	Monthly Allowance
	Indexation Procedure
	Means Tested?

	Comprehensive Social Security Allowance (CSSA)
	Individuals and families in need of financial assistance to meet basic and special needs.
	Varies, but a standard rate of HK$2,280 for an able-bodied elderly person.
	No automatic indexation, but the government reviews the levels periodically
	Yes. Income must be recognized as insufficient to meet needs under the scheme.  Asset limit also applies.  For instance, for a single able-bodied elderly (>60) person, asset limit is HK$34,000.  Limits for married couples are higher

	Social Security Allowance
	
	
	
	

	Normal Old Age Allowance (NOAA)
	Aged between 65 and 69
	Flat rate of HK$625
	Same as above
	For a single person, asset limit is HK$169,000 and monthly income limit is HK$5,910.  Limits for married couples are higher

	Higher Old Age Allowance (HOAA)
	Aged 70 or above
	Flat rate of HK$705
	Same as above
	No

	Normal Disability Allowance (NDA)
	Those who suffer 100% of loss of earning capacity or are profoundly deaf
	Flat rate of HK$1,125
	Same as above
	No

	Higher Disability Allowance (HAD)
	Those who require constant attendance from others but are not receiving it from government or subvented institution or Hospital Authority
	Flat rate of HK$2,250
	Same as above
	No


5.
Benefit formula: second-tier schemes

· Type of scheme: defined benefit, points, notional accounts, defined contribution

· Defined benefit, payable on leaving employment, which also may be retirement – under Occupational Retirement Schemes Ordinance

· Defined contribution – under Occupational Retirement Schemes Ordinance

· Defined contribution – under Mandatory Provident Fund Schemes Ordinance

· Floor and/or ceiling on pensionable earnings; and indexation of these values

· Floor: HK$5,000 per month for compulsory employee contributions under MPF

· Ceiling: HK$20,000 per month for employer and employee contributions under MPF

· No formal indexation but the government reviews these figures periodically.

· Indexation of pensions in payment

· Not relevant.
5a.
Defined benefit

· Accrual rate for benefits per year of service.  If this varies with age, years of service, or earnings, the full accrual-rate schedule

· Under Occupational Retirement Schemes Ordinance, determined by employer.

· Earnings measure (e.g., final year, best five years, lifetime average)

· Usually final monthly salary.

· Valorisation (pre-retirement indexation of pensionable earnings in schemes that are not based on final year’s salary)

· Not applicable.

· Maximum pension; and indexation

· Not applicable.

· Maximum replacement rate or number of years of coverage

· Not applicable.

5b.
Points schemes
· Not relevant for Hong Kong.

5c.
Notional accounts
· Not relevant as all MPF schemes must be funded.

5d.
Defined-contribution plans

· Total contribution rate and split between employer and employee

· Under ORSO, employer determines contribution rates, vesting scales, investment process. Some have member choice of investment.

· For private sector employees and government workers under MPF:

	Employee Monthly Income (HK$)
	Employee Contribution
	Employer Contribution

	< 5,000
	No need
	Mandatory 5%

	5000- 20,000
	Mandatory 5%
	Mandatory 5%

	>20,000
	Mandatory contribution capped at HK$1,000
	Mandatory contribution capped at HK$1,000


· Self-employed persons also have to contribute 5% of their monthly income.  They can opt to make the mandatory contributions either on a monthly or on a yearly basis. The minimum and maximum income levels for contribution purposes are the same as with employees, i.e., HK$5,000 and HK$20,000 per month.

· Calculation of annuity factor to convert capital into flow of pension benefits (e.g., discount rate used, mortality rates, unisex or sex-specific annuities); other withdrawal options, such as scheduled withdrawals, etc.

· Private sector employees, the general rule is that scheme members can withdraw all their accrued benefits in a lump sum at retirement.

· Civil servants: 60 for civilian staff, 55 for disciplined service staff and 57 for certain prescribed disciplined staff.  All benefits are paid as a lump sum.

6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· 60 for private sector employees under MPF(must make a statutory declaration of permanent cessation of employment).

· Other qualifying conditions for early retirement, such as years of contributions

· None.

· Reduction of benefits for early retirement (‘actuarial adjustments’)

· None.
6b.
Late retirement

· Possibility of deferring the pension claim after normal pension age 
· Subject to MPF/ORSO scheme rules, scheme members may defer benefit withdrawals.

· Increments of benefits for late retirement (‘actuarial adjustments’)

· No.  

· Are pension and other social security contributions still payable for people who retire late?

· No.  

· If contributions are paid, are extra entitlements earned?

· Not applicable

· Is it possible to combine pension receipt with continuing to work?  

· Yes.  

· Is there any earnings test applied to people who claim pension and continue to work?

· No.  

7.
Personal income taxes and social security contributions

7a.
Personal income tax for workers

· Personal income tax schedule (i.e., rates and bands)

· Lower of the following two computations:

· Net Chargeable Income (after deductions and allowances) charged at progressive tax rates:

	
	Net Chargeable Income for the Year (HK$)
	Tax Rate
	Tax Amount (HK$)

	On the First
	30,000
	2%
	600

	On the Next
	30,000
	7%
	2,100

	On the Next
	30,000
	13%
	3,900

	Remainder
	
	19%
	


· Standard rate (16%) times assessable income after deductions but before allowances.

· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)

· Deductions: all outgoings and expenses incurred in the production of assessable income, self-education expenses, depreciation, charitable donations, loss carried forward, home loan interest, MPF up to HK$12,000 per year, and elderly residential care expenses, 

· Other Allowances: basic Allowance or married person's allowance, child allowance, dependent brother/sister allowance, dependent parent/grandparent allowance, single parent allowance, disabled dependant allowance.
· Deductions for work-related expenses

· Yes.  All outgoings and expenses incurred in the production of assessable income is tax deductible.
· Deductibility of pension and other social security contributions

· Yes.  

· For the employer, the deduction is capped at 15% of the employee’s yearly emoluments. 

· For the employee, the deduction is capped at HK$12,000 per year.  This cap is applicable to both MPF schemes ORSO schemes.
7b.
Personal income tax for pensioners

· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· No additional tax reliefs for pensioners.
· Family taking care of elderly parents and grandparents can claim standard deductions and allowances including:

· Parents/grandparents’ residential care expenses (if the parent/grandparent is aged 60 or above at any time in the year of assessment, or under 60 but entitled to claim an allowance under the Government's Disability Allowance Scheme).  
· Dependent parent/grandparent allowance (if the parent/grandparent is aged 60 or more or was eligible to claim an allowance under the Government's Disability Allowance Scheme).
· Is public and private pension income subject to personal income tax?

· Yes.

7c.
Pension and social security contributions

· Employer and employee rates of contributions for pensions and other social security benefits, split where available.  

· Pension: employers and employees each must contribute 5% of the employee’s monthly income to an MPF scheme, with the mandatory amount subject to a cap of HK$1,000 per month for each.

· Comprehensive Social Security Allowance and Social Security Allowance are non-contributory, and the funds come from the Government’s fiscal budget.

Section III. Vietnam

1.
General notes

· Schemes for private-sector workers and civil servants
· Vietnam Social Security (VSS) manages and administers social security benefits (including pensions) for both private sector workers and government workers.  

· Self-employed individuals are not covered under the VSS.

· VSS is funded by mandatory employer and employee contributions.  Eligibility to receive benefits depends on contributions made during one’s working life. 

· The benefit formulae are identical for civil servants and private sector workers.  However, compliance to contribution rules is estimated to be 98% for the government sector and only around 20% for the private sectors. 

· Indexation: if formal rules are specified, provide the indexation formula.  If indexation is discretionary, information on the rate of increases offered in the last five years.  

· For those who are eligible for monthly pensions, the pension is indexed by the % movement in the minimum wage during the preceding 12 months. The minimum pension per month is the minimum wage set by the government.  This minimum wage is set to increase of 5% per annum in the long run.  

· The pension operates as a multiple of the minimum wage. At retirement the pension percentage (X%) is determined from the years of contribution. The person’s average salary is calculated and then expressed as a multiple of the minimum wage (Y) at that time. The pension percentage (X%) times the multiple of the minimum wage (Y)becomes the pension multiple (Z which has a minimum of 1 applied). Thus, the pension each year is Z times the minimum wage declared for that year. In this way, the pension is indexed to the increase in minimum wage from year to year.  

· Recent Development

· A new social security law is being contemplated in Vietnam.  The new law will aim to increase compliance in the non-government sector, increase contribution rates (from the current total of 15% from both employers and employees to a total of 21/22% in the next 5-10 years), as well as to reduce employees’ ability to retire early.   The information in this report is based on the existing system prior to the promulgation of the new law.   

2.
Economic variables

· Average earnings in the economy

· US$483 as of 2003
.

· Average earnings of individuals covered by the relevant pension scheme(s)

· Not available.
· Exchange Rate

· USD1 = VND15,770

3. 
Qualifying conditions

· Current normal pension ages for men and women

· 60 for men and 55 for women.  There are some reductions in retirement ages for those in heavy or potentially harmful occupations.

· Only those who contribute to the VSS during their work life can be eligible for pensions from the government.

· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place)

· There are discussions on increasing the retirement age in view of improved longevity.  However the Government also faces pressure to provide employment to young people and therefore is unlikely to change the retirement age in the near future.

· Early pension age(s) for men and women, currently and in the long term

· Currently 55 for men and 50 for women.

· In the longer term, likely to transition to 60 for both males and females.

· Number of years of contributions required for retirement at normal pension age and at early pension age

· To receive a pension, a minimum of 15 years contributions must be paid. If less than 15 years then a lump sum is payable.  

4.
Benefit formula: first-tier schemes
· Type of scheme: basic, minimum pension, targeted scheme, general social assistance

· Vietnam does not have a basic (universal) pension.  Eligibility to pension is dependent upon contributions to VSS.

· Health benefits, also administered by VSS currently provide free access to healthcare for people older than 65 and for children under the age of 6.  

· There is also a wide variety of social relief programs run by the Government and paid for from the fiscal budget, which are targeted schemes.  If a retiree meets the means-test, the retiree can get such relief.  Information on these programs is inadequate as the Government is in general unwilling to share the information.

4a.
Basic pension

· Flat-rate benefits that are paid subject only to age and/or years of contributions

· None.

4b.
Minimum pension

· Not relevant.

4c.
Targeted schemes/social assistance

· Anti-poverty programmes that are separate from the main part of the pension system, that can be part of general social assistance or separate schemes for older people

· There are many anti-poverty programs run by the Vietnamese government and paid through the state budget, and some of these target the elderly population.  For instance, there are a number of schemes which target the poorer rural population, e.g. the provision of free poultry to assist with the production of eggs and chicken meat.    However information on these programs is in general not available.

· The Vietnamese government provides free access to health benefits to elderly people over 65, the poor and to children under the age of 6.

· Target minimum income level

· The targeted development of infrastructure projects such as roads, bridges and ports are aimed at providing employment opportunities in remote areas.

· Indexation procedure for minimum income level

· The government sets the general minimum wage, and plans to increase this at 5% per annum in the long run.

· In recent times, the Government has sought to increase the minimum wage at a pace above the long-term target rate of 5%. The minimum has been increased from 260 VND,000 in 2003 to VND 340,000 (predicted) in 2007 to reduce poverty. 

· Sources of income/assets included in the targeting

· Not available
· Withdrawal rate of entitlement against other income sources

· Generally schemes are specifically targeted and withdrawal rates are not relevant.

5.
Benefit formula: second-tier schemes

· Type of scheme: defined benefit, points, notional accounts, defined contribution

· The pension system under VSS is a defined benefit scheme.

· Floor and/or ceiling on pensionable earnings; and indexation of these values

· There is no floor or ceilings on pensionable earnings.  Technically everyone who works for the government or a private organization, except for the self-employed, should contribute 5% of their monthly income to VSS, regardless of their income level.

· Indexation of pensions in payment

· Monthly pensions are indexed by the % movement in the minimum wage during the preceding 12 months. There is a minimum pension per month which is the minimum wage set by the government.  This minimum wage is set to increase at 5% per annum in the long run.  

5a.
Defined benefit

· Accrual rate for benefits per year of service.  If this varies with age, years of service, or earnings, the full accrual-rate schedule

· Pension benefit formulae are different depending on whether total years of contribution exceed 15.

· If total contribution years is at least15, the pension accrual rate is 3% for the first 15 years of contribution, and is then at 2% for males and 3% for females each year for the remaining years.  

· If contributions have been paid for in excess of 30 years (25 years for women), the retiree can receive an additional lump sum payment of half a month’s average salary for each year in excess of the 30/25 years, with a cap of 5 months of average salary.

· If total contribution years is less than 15, retirees can only receive a lump sum payment of one month’s average salary for each year of contribution payment.

· Earnings measure (e.g., final year, best five years, lifetime average)

· Average monthly wage paid to the retiree in the 5 years prior to retirement.

· Valorisation (pre-retirement indexation of pensionable earnings in schemes that are not based on final year’s salary)

· Not applicable.

· Maximum pension; and indexation

· No maximum in terms of absolute amounts.  However, there is a minimum, which is the minimum wage under law.  Currently the minimum wage in Vietnam is VND 320,000 per month (around US$20)

· Maximum replacement rate or number of years of coverage

· Maximum pension rate is 75%

5b.
Points schemes

· Not applicable.

5c.
Notional accounts

· Not applicable as the contributions are mandatory.

5d.
Defined-contribution plans

· Vietnam has no mandatory defined contribution plan.  

5e.
Targeted schemes/social assistance

· VSS also administers survivor, funeral, redundancy and health benefits.  All but the health benefits require mandatory employer and employee contributions.  Except for health benefits, which are freely available to people older than 65, eligibility to all other NSS benefits depends on contributions in one’s working life.  

· Survivor Benefits

a) If a member has contributed for over 15 years and dies, each dependant (maximum 4) receives a monthly benefit of 40% of the government-set minimum monthly wage.  If there is only one surviving dependant and that person has no other direct support, then he/she can receive 70% of the minimum monthly wage.
b) If a member has contributed for less than 15 years and dies, or if the deceased has no dependants eligible for a pension benefit, a lump sum is paid to the estate of the deceased.  If the deceased was still in employment at the time of death, the lump sum is equal to one half of the deceased’s monthly salary at the time of death for each year of contributions paid. 

c) For a pensioner with no eligible dependants, the lump sum is 12 times the monthly pension if the pensioner dies in the first year of payment. This amount is reduced by one month’s payment in each subsequent year with a minimum of 3 times monthly pension payable.
· Funeral Benefits –The family of the deceased worker, pensioner or dependant receiving survivor benefits can receive a lump sum of 8 times the minimum monthly wage.

· Redundancy Benefits – Employees made redundant due to Government sector rationalization can receive a lump sum of one times their monthly average wage payable for each year of contributions paid.  When they reach retirement age, their retirement benefit will be paid. 

· Survivor, funeral, redundancy, and health benefits are not means-tested and therefore no target-minimum income applies.

6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· 55 for men and 50 for women.  Those in heavy or potentially harmful occupations, e.g. miners or for those who have been injured in the wars can retire up to 5 years earlier than the formal early retirement ages.

· Other qualifying conditions for early retirement, such as years of contributions

· None

· Reduction of benefits for early retirement (‘actuarial adjustments’)

· A reduction of 1% for each year prior to normal retirement is applied.  However, this penalty does not apply to the situation when the worker is made redundant.  Also, those who work in heavy or potential harmful occupations or those injured in the wars can retire early without any penalty.

6b.
Late retirement

· Possibility of deferring the pension claim after normal pension age

· Not possible.  

· Increments of benefits for late retirement (‘actuarial adjustments’)

· Not relevant.

· Are pension and other social security contributions still payable for people who retire late?

· Not relevant.

· If contributions are paid, are extra entitlements earned?

· Not relevant, as no contributions are allowed after retirement age.

· Is it possible to combine pension receipt with continuing to work? 

· Yes. Many people continue to work after retirement as self-employed persons.

· Is there any earnings test applied to people who claim pension and continue to work?

· No earnings test.  Pension income is an entitlement if the employee has contributed to the VSS during his/her working life.

7.
Personal income taxes and social security contributions

Note: The information below describes the current system based on Ordinance No. 35/2001/PL-UBTVQH10 of 19 May 2001, Ordinance No. 14-2004-PL-UBTVQH11 of 24 March 2004, as well as Decree No. 147/2004/ND-CP of July 23, 2004.  Vietnam is, however, considering to enact a new Personal Income Tax Law in the second half of 2006.  The draft new law will broaden the tax payer base and lower tax rates.   Generally speaking, the new proposal envisages income tax for all, lower tax rates, a standard deduction, as well as a flat deduction for expenses on children and other dependants.  The proposal has caused wide protest and whether it can become law remains to be seen.

7a.
Personal income tax for workers

· Personal income tax schedule (i.e., rates and bands)\

· Tax Rates Applicable to regular Income: Regular income is defined as wages, salaries, copyright royalties, income from performance organizations, fashion shows, advertisements and other services

a) For Vietnamese citizens at home and other individuals permanently residing in Vietnam (those who do not have citizenship but stay in Vietnam indefinitely), the following table applies:

	Level
	Average Monthly Income (VND)
	Tax Rate

	1
	Up to 5,000,000
	0

	2
	Over 5,000,000 up to 15,000,000
	10%

	3
	Over 15,000,000 up to 25,000,000
	20%

	4
	Over 25,000,000 up to 40,000,000
	30%

	7
	Over 40,000,000 
	40%


b) For foreigners residing in Vietnam (those stay in Vietnam for more than 183 days in a 12 month period) and Vietnamese citizens working abroad,  and other individuals permanently residing in Vietnam, the following table applies:

	Level
	Average Monthly Income (VND)
	Tax Rate

	1
	Up to 8,000,000
	0

	2
	Over 8,000,000 up to 20,000,000
	10%

	3
	Over 20,000,000 up to 50,000,000
	20%

	4
	Over 50,000,000 up to 80,000,000
	30%

	7
	Over 80,000,000 
	40%


c) For foreigners not residing in Vietnam (those stay in Vietnam for less than 183 days in a 12 month period) tax rate is 25% of their taxable income generated from Vietnam.

d) For Vietnamese citizens who earn their income both at home and abroad, the portion of income generated in Vietnam should be subject to a) while the portion from abroad subject to b).

· Tax Rates Applicable to irregular Income: Irregular Income includes income from technology transfer, but excludes gifts or donations, as well as lottery prize of any form, including sale promotion prizes.  A tax rate of 5% is applied to technology transfer, and a rate of 10% applies to lottery prizes.

· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)

· First VND5,000,000 earnings is not taxable.

· The law provides a long list allowances that are not subject to income tax, including:
· Various itinerancy allowances 
· Poisonous and hazard allowance
· Position or responsibility allowance applicable to officials and State employees

· Region-based allowance, job-attraction allowance, special allowance for a number of remote islands and border regions with particularly difficult daily-life conditions

· Seniority allowance for the armed forces, customs and cipher offices

· Specific allowances for a number of branches and occupations as prescribed by law

· Preferential allowance for officials engaged in revolutionary activities before 1945

· Other allowances from the State budget

· In addition, the following forms of income generated in Vietnam are not subject to tax:
· Working trip allowance

· Food ration expenses for a number of special branches and occupations according to the State-prescribed regime

· Social support for social policy beneficiaries and other subsidies from the State budget

· Insurance indemnities for participants in life and property insurance regimes

· Severance supports and job-loss supports according to the State-prescribed regimes

· Supports for those who are transferred to work at production and/or business establishments, including lump-sum regional transfer supports

· Pecuniary rewards for technical innovations, inventions, international prizes and national prizes organized by the Vietnamese State

· Pecuniary rewards accompanying State-conferred titles, such as: Professor, People’s Teacher, Labor Hero, People’s Armed Forces Hero and other State-conferred titles; pecuniary rewards or other preferential treatment regimes from the State budget

· Social insurance and medical insurance premiums deducted from wages or remunerations of laborers

· Incomes of individual business household owners, which are subject to enterprise income tax

· Deductions for work-related expenses

· Singers, circus artists, dancers, footballers and professional athletes are allowed a deduction of 25% from their incomes when determining their taxable income.

· Deductibility of pension and other social security contributions

· The personal income tax regulations do not specify the deductibility of social security contributions.  The general understanding is that these contributions are deductible by employers for corporate income tax purposes.  For personal income tax purposes, an employee’s contributions are deductible, however, since for many the deductions are not economically meaningful as they earn below the minimum taxable income level.  This situation may change, if the new law in second half of 2006 increases the taxability to all levels of income.

7b.
Personal income tax for pensioners

· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· Existing tax regulations do not specify. 

· Is public and private pension income subject to personal income tax?

· Although the existing law does not specify, the general perception is that pension income is a form of normal taxable income.  However, in reality most retirees’ pensions are below the minimum taxable income level and therefore they do not pay taxes on their pension income. This situation may change, if the new law in second half of 2006 increases the taxability to all levels of income.

7c.
Pension and social security contributions

· Employer and employee rates of contributions for pensions and other social security benefits, split where available.  

· Employer – 10% of monthly payroll for retirement benefits

· Employee – 5% of monthly salary/wage for retirement benefits
· Note:  The above rates pay for the survivor, funeral and redundancy benefits provided under the VSS scheme. An additional 6% is payable if the person wishes to be covered by the medical scheme. 
Section IV.  Thailand

1.
General notes

· Schemes for private-sector workers and civil servants 
· Private sector employees are covered for benefits under the Social Security Fund.  

· The Social Security Fund (SSF), administered by the governmental Social Security Office, administers various benefits including and old-age pension benefits to private sector employees.  The old-age pension scheme under SSF is a defined benefit scheme.

· Contributions by the employers and employees to the SSF are mandatory.

· Informal private sector workers are not covered. 
· Government workers are covered by both a defined benefit scheme and a defined contribution scheme.  

· The defined benefit portion is unfunded and financed by the Government’s annual budget.

· The defined contribution scheme is the additional scheme under the Government Provident Fund (GPF).  Contributions to the GPF by employees as well as government employers are mandatory.
· Indexation: if formal rules are specified, the indexation formula.  If indexation is discretionary, information on the rate of increases offered in the last five years.  

· No indexation for either private sector or government sector schemes.
2.
Economic variables

· Average earnings in the economy

· USD2,800 in 2005.

· Average earnings of individuals covered by the relevant pension scheme(s)

· Private sector data not available.

· Civil servants: USD520 per month (or USD6,240 per annum) as of 2006.

· Exchange Rate

· USD1 = Baht 38.4 as of 20 June 2006.
3. 
Qualifying conditions

· Current normal pension ages for men and women

· 55 for private sector workers.
· 60 for civil servants.

· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place)

· No change.

· Early pension age(s) for men and women, currently and in the long term 

· Private sector workers: not specified.

· Civil servants: government provides incentives to encourage civil servants to not retire before 50.
· Number of years of contributions required for retirement at normal pension age and at early pension age

· Private sector workers: 
· After 15 years of contributions workers qualify for a pension of 15% of their pre-retirement salary.  For each additional year of service, workers qualify for an additional 1% replacement rate.

· Civil Servants:
· 10 years minimum to be eligible for government defined benefit (lump sum).  For those who have served over 25 years, they can choose to take the defined benefit either in lump sum or in annuity.   

· A civil servant can take the full amount from the defined contribution scheme under GPF at retirement, no matter how many years of service.  See section 5d.
4.
Benefit formula: first-tier schemes

· Type of scheme: basic, minimum pension, targeted scheme, general social assistance

· Basic pension schemes

· Private Sector Workers: Old-age Pension Fund

· Government Workers: Defined benefits after a minimum of 10 years of service.
· Social assistance

· The Ministry of Labour and Social Welfare administers social welfare programs for orphans, homeless and the aged by providing housing and small cash payments.  But families and communities are the main support system for the near destitute. 

4a.
Basic pension

· Flat-rate benefits that are paid subject only to age and/or years of contributions

· The old-age pension under SSF provides a basic pension according to age and years of contribution:

· If one has paid contributions for less than 1 year, then one will be paid a lump sum equal to the amount of contributions paid for child allowance and old-age benefits.

· If one has paid contributions for more than 1 year but less than 15 years, one shall be paid a lump sum equal to the total contributions one has paid for child allowance and old-age benefit, plus interest set by the Social Security Office.

· If one has made more than 15 years of contributions, one is entitled to a monthly pension of 15% of pre-retirement wages, with 1% extra for each additional year of service up to 35% of pre-retirement wages. The base wage used for the calculation of benefits is the average wage over the last 5 years prior to retirement.

· If one dies within 60 months since old-age pension, a lump sum benefit equal to 10 times the last old-age benefit before death will be payable.
· Civil servants who serve over 10 years will get a lump sum amount equalling last year’s salary multiplied by number of years, plus the amount in his defined contribution scheme from GPF.  Those who serve over 25 years are allowed to choose either the lump sum amount or to take annuity, plus the amount in his defined contribution scheme from GPF.

· Age and number of years of contributions needed to qualify

· See Section 4a.
· Value of benefit

· See first point in 4a.
· Indexation procedure for benefit value

· No indexation

4b.
Minimum pension

· Not available
4c.
Targeted schemes/social assistance

· Anti-poverty programmes that are separate from the main part of the pension system, that can be part of general social assistance or separate schemes for older people

· The Ministry of Labour and Social Welfare administers social welfare programs for orphans, the homeless and the aged by providing housing and small cash payments.  But families and communities are the main support system for the near destitute. 
· Target minimum income level

· Not available.

· Indexation procedure for minimum income level

· Not available.

· Sources of income/assets included in the targeting

· Not available.

· Withdrawal rate of entitlement against other income sources

· Not available
5
Benefit formula: second-tier schemes

· Type of scheme: defined benefit, points, notional accounts, defined contribution

· There are no mandatory second-tier schemes for private sector workers.
· For government sector workers, the mandatory defined contributions scheme under Government Provident Fund is a second-tier scheme.

· Floor and/or ceiling on pensionable earnings; and indexation of these values

· None.
· Indexation of pensions in payment

· None.
5a.
Defined benefit

· Not applicable.
5b.
Points schemes

· Not applicable.
5c.
Notional accounts
· Not applicable.
5d.
Defined-contribution plans
· Total contribution rate and split between employer and employee

· GPF is a defined contribution scheme.  Assets under GPF management are split between member accounts and government accounts.

· Member accounts consist of monthly contributions made by employees as well as employer matching (3% of the employee’s monthly wage for each)

· Government account consists of a government reserve account which comes from government budget, as well as a general account.
· Calculation of annuity factor to convert capital into flow of pension benefits (e.g., discount rate used, mortality rates, unisex or sex-specific annuities); other withdrawal options, such as scheduled withdrawals etc.

· Benefits under GPF schemes are paid as a lump-sum.
6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· Private sector workers:  Not specified

· Civil Servants: Government has incentives to encourage civil servants to continue to work until after 50.
· Other qualifying conditions for early retirement, such as years of contributions

· Private sector workers qualify for SSF old-age pensions after 15 years of contributions.  
· Civil servants qualify for defined benefits in a lump sum after 10 years of service.  However, they will have a choice of the format of their defined benefit payment (either lump sum or annuity) if they serve more than 25 years.  In addition, the government implements ad hoc economic incentives to encourage civil servants to not retire until after 50.

· Reduction of benefits for early retirement (‘actuarial adjustments’)

· Old-age Pension benefits are adjusted upwards by 1% for each additional year of service beyond 15 years
· Civil servants will not have the option to receive annuity if they serve less than 25 years.  In addition, they will not get ad hoc government economic incentives if they retire before 50

6b.
Late retirement

· Possibility of deferring the pension claim after normal pension age 

· No.  Lump sum benefits must be withdrawn at normal pension age.
· Increments of benefits for late retirement (‘actuarial adjustments’)

· None.

· Are pension and other social security contributions still payable for people who retire late?

· No.

· If contributions are paid, are extra entitlements earned?

· Not relevant.

· Is it possible to combine pension receipt with continuing to work?  

· Yes.  

· Is there any earnings test applied to people who claim pension and continue to work?

· No. 

7.
Personal income taxes and social security contributions

7a.
Personal income tax for workers

· Personal income tax schedule (i.e., rates and bands)

· Personal income tax rates are applicable to taxable income, which is calculated as assessable income less deductions less allowances.

	Annual Taxable Income (Baht)
	Tax Rate
	Tax Amount (Baht)
	Accumulated Tax (Baht)

	0-100,000
	0%
	0
	0

	100,001-500,000
	10%
	40,000
	40,000

	500,001-1,000,000
	20%
	100,000
	140,000

	1,000,001-4,000,000
	30%
	900,000
	1,040,000

	>4,000,000
	37%
	
	


· If an individual has gross assessable income (excluding employment salary) of more than Baht 60,000, the income tax payable must not be less than 0.5 per cent of that gross income.               
· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)
· Deductions allowed:
	Type of Income
	Deduction

	From employment
	40% but not exceeding Bt.60,000

	From copyright
	40% but not exceeding Bt.60,000

	From letting out of property
	10% -30% depending on the type of property

	From liberal professions
	30%, except for the medical profession where 60% is allowed

	From contract work where contractor provide essential materials besides tools
	Actual expense or 70%

	From business, commerce, agriculture, industry, transport or any other activity not specified above
	Actual expense or 65%-85% depending on the type of income


· Allowances include:
· Personal allowance 

-
Single taxpayer: Bt30,000 for the taxpayer 
-  
Undivided estate: Bt30,000 for the taxpayer’s spouse

-
Non-juristic partnership or body of persons: Bt30,000 for each partner but not exceeding Bt60,000 in total

· Spouse allowance: Bt 30,000
· Child allowance (child under 25 years of age and studying at educational institution, or a minor, or an adjusted incompetent or quasi-incompetent person): Bt15,000 each (limited to three children)

· Parents allowance (parents over 60 years of age with income less than Bt30,000): Bt30,000 each.

· Old age allowance (over 65 years of age): Bt190,000 income exemption each

· Education (additional allowance for child studying in educational institution in Thailand): Bt2,000 each child

· Life insurance premium paid by taxpayer or spouse : actual amount but no more than Bt50,000 each

· Approved provident fund contributions: Maximum allowance Bt300,000, but not exceeding 15% of income
· Long term equity fund: Maximum allowance Bt300,000, but not exceeding 15% or income
· Home mortgage interest: Actual amount but no more than Bt50,000.

· Social insurance contributions paid by taxpayer or spouse: Actual amount

· Charitable contributions: Actual amount but no more than 10% of income after standard deductions and allowances
· Deductions for work-related expenses

· Yes.  See deductions table above.

· Deductibility of pension and other social security contributions

· All types of retirement savings in Thailand follow the ‘EEE’ regime
· Approved provident fund contributions: Maximum allowance Bt300,000, but not exceeding 15% of income.
· Social insurance contributions paid by taxpayer or spouse: Actual amount

7b.
Personal income tax for pensioners
· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· Old age allowance (over 65 years of age): Bt190,000 income exemption each

· Employees can also claim Parents allowance for parents over 60 years of age with income less than Bt30,000, Bt30,000 each.

· Is public and private pension income subject to personal income tax?

· No.  All pension incomes are tax exempt

7c.
Pension and social security contributions

· Employer and employee rates of contributions for pensions and other social security benefits, split where available.  

· Private sector workers:

	Contributions to
	% of Monthly Wage by Employee
	% of Monthly Wage by Employer
	% of Monthly Wage by Government
	Total

	Old-age Pension
	3% (subject to a minimum of Bt1,650 per month and ceiling of Bt15,000 per month or Bt180,000 per year.)
	3% (subject to a minimum of Bt1,650 per month and ceiling of Bt15,000 per month or Bt180,000 per year.) 


	1% 
	7%

	Sickness, maternity, invalidity and death benefits


	1.5%
	1.5%
	1.5%
	4.5%

	Unemployment


	0.5%
	0.5%
	0.25%
	1.25%


· Government Workers:

	Contributions going to
	% of Monthly Wage by Employee
	% of Monthly Wage by Employer (Government)
	Total

	GPF
	3%
	3%
	6%



Section V. Singapore

1.
General notes

· Schemes for private-sector workers and civil servants 

· Central Provident Fund for all workers including most civil servants (administrative service officials and certain other categories are on a pension scheme).
· Defined contribution system.
· All full time and most part-time workers who are Singaporean citizens or permanent residents are covered.

· Self-employed workers only have limited coverage – they are only covered under the Medisave program.
· Indexation: if formal rules are specified, the indexation formula.  If indexation is discretionary, information on the rate of increases offered in the last five years.  

· No indexation.  CPF is a DC scheme and benefits are paid at retirement in lump sum, with a small proportion of accumulated balances paid in a phased manner, including through purchase of an annuity.

2.
Economic variables

· Average earnings in the economy

· S$3,444 per month (S$41,328, or US$25,992 per annum) as of 2005
.

· Average earnings of individuals covered by the relevant pension scheme(s)

· Not available.

· Exchange Rate
· USD1=SGD1.59 as of 22 June 2006.
3. 
Qualifying conditions

· Current normal pension ages for men and women

· 55 for CPF withdrawal in lump sum, 62 for phased withdrawal.

· No difference between men and women.

· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place)

· Same as above.

· Early pension age(s) for men and women, currently and in the long term 

· Not applicable.

· Number of years of contributions required for retirement at normal pension age and at early pension age

· None as CPF is a defined contribution scheme.
4.
Benefit formula: first-tier schemes

· Type of scheme: basic, minimum pension, targeted scheme, general social assistance
· No basic or universal pension in Singapore.
· The Government does have pubic assistance, special grant as well as interim financial assistance scheme for the aged, orphaned or physically unable to work.
4a.
Basic pension

· N/A

4b.
Minimum pension

· N/A

4c.
Targeted schemes/social assistance

· Anti-poverty programmes that are separate from the main part of the pension system, that can be part of general social assistance or separate schemes for older people

· Public Assistance – for Singapore citizens who are aged, orphaned or physically unable to work.
· Special Grant – for Singapore permanent residents who are aged, orphaned or physically unable to work.
· Interim Financial Assistance Scheme – provides individuals or families with short-term (usually 3 months) assistance to tide over a difficult period.
· Target minimum income level

· Not available.

· Indexation procedure for minimum income level

· N.a.

· Sources of income/assets included in the targeting

· Government’s annual fiscal budget
· Withdrawal rate of entitlement against other income sources

· None.
5.
Benefit formula: second-tier schemes

· Type of scheme: defined benefit, points, notional accounts, defined contribution

· CPF is a defined contribution scheme
· Floor and/or ceiling on pensionable earnings; and indexation of these values

· N/A

· Indexation of pensions in payment

· N/A

5a.
Defined benefit

· N/A

5b.
Points schemes
· N/A

5c.
Notional accounts

· N/A

5d.
Defined-contribution plans

· Total contribution rate and split between employer and employee
· See Tables A&B on next page

	TABLE A

	For
(1) 
Private Sector Employees
 

(2)
Government Non-Pensionable Employees
 

(3)
Non-Pensionable Employees in Statutory Bodies & Aided Schools
 

(4)
Singapore Permanent Resident (SPR) employees from their 3rd year onwards


	


	Employee Age
(years)
	Contribution By Employer
(% of wage)
	Contribution By Employee
(% of wage)
	Total Contribution
(% of wage)
	Credited Into

					Ordinary Account
%
	Special Account
%
	Medisave Account
%

	35 & below
	13
	20
	33
	22
	5
	6

	Above 
35 - 45
	13
	20
	33
	20
	6
	7

	Above 
45 - 50
	13
	20
	33
	18
	7
	8

	Above 
50 – 55
	11
	19
	30
	15
	7
	8

	Above
55 - 60
	6
	12.5
	18.5
	10.5
	0
	8

	Above 
60 - 65
	3.5
	7.5
	11
	2.5
	0
	8.5

	Above 65
	3.5
	5
	8.5
	0
	0
	8.5


	


	TABLE B 
For
(1) 
Government Pensionable Employees
 

(2)
Pensionable Employees in Statutory Bodies & Aided Schools


	

	Employee Age
(years)
Contribution By Employer
(% of wage)
Contribution By Employee
(% of wage)
Total Contribution
(% of wage)
Credited Into
Ordinary Account
%
Special Account
%
Medisave Account
%
35 & below
9.75
15
24.75
16.5
3.75
4.5
Above
35 - 45
9.75
15
24.75
15
4.5
5.25
Above 
45 - 50
9.75
15
24.75
13.5
5.25
6
Above 
50 - 55
8.25

14.25

22.5

11.25

5.25

6

Above 
55 - 60
4.5
9.375
13.875
7.875
0
6
Above
60 - 65
2.625
5.625
8.25
2.25
0
6
Above 65
2.625
3.75
6.375
0
0
6.375


	 


Notes: 

(1) Maximum contribution for the private sector is calculated based on a basic salary ceiling of S$4,500.00 for both the employer and the employee.  Additional contributions on variable pay are subject to limits. 

(2) Maximum contribution for Non-Pensionable Employees in Government Ministries and Statutory Bodies & Aided Schools are calculated based on a salary ceiling of S$5,000.00 for both the employer and the employee 
(3) Maximum contribution for Pensionable Employees in Government Ministries and Statutory Bodies & Aided Schools groups are calculated based on a salary ceiling of S$6,666.67 for both the employer and the employee.

(4) For Singapore permanent residents (SPR) within their 1st and 2nd year of acquiring SPR status, lower transitional contribution rates apply.
· Calculation of annuity factor to convert capital into flow of pension benefits (e.g., discount rate used, mortality rates, unisex or sex-specific annuities); other withdrawal options, such as scheduled withdrawals etc.

· Benefits are paid as lump-sum for the amount over a minimum sum, while the amount up to the Minimum Sum can be drawn down over 20 years.   Currently, the inflation adjusted minimum sum is S$94,600.  The exact amount cannot be specified because up to 50% of the minimum sum can be pledged in the form of property. Alternatively, the retiree can choose to convert the lump-sum into an annuity offered by participating insurance companies

6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· 55 years old
· Other qualifying conditions for early retirement, such as years of contributions

· Individuals can withdraw their CPF benefits when they reach 55, and after setting aside a Minimum Sum.  The Minimum Sum is currently set at S$94,600 and will be raised gradually until it reaches S$120,000 (in 2003 dollars) in 2013. 
· Reduction of benefits for early retirement (‘actuarial adjustments’)

· N/A.

6b.
Late retirement

· Possibility of deferring the pension claim after normal pension age 

· Yes.  Account can be preserved
· Increments of benefits for late retirement (‘actuarial adjustments’)

· Account continues to earn interest.

· Are pension and other social security contributions still payable for people who retire late?

· Yes.  Contributions are payable for all employees regardless of age.  But contribution rates decrease as the employee nears or surpasses retirement age.  Contribution schedules are as shown above.
· If contributions are paid, are extra entitlements earned?

· Entitlements are earned on a defined contribution basis
· Is it possible to combine pension receipt with continuing to work?  

· Yes

· Is there any earnings test applied to people who claim pension and continue to work?

· No
7.
Personal income taxes and social security contributions

7a.
Personal income tax for workers

· Personal income tax schedule 2006 (i.e., rates and bands)

· For resident individuals

	 
	Chargeable Income S($) 
	Rate (%) 
	Gross Tax Payable ($) 

	On the first 
On the next 
	20 000
10 000
	0
3.75 
	0.00 
375.00 

	On the first
On the next 
	30 000
10 000 
	
5.75
	375.00
575.00 

	On the first
On the next 
	40 000 
40 000 
	
8.75
	950.00
3 500.00 

	On the first
On the next 
	80 000 
80 000 
	
14.5
	4 450.00
11 600.00 

	On the first
On the next 
	160 000 
160 000 
	
18
	16 050.00
28 800.00 

	On the first
Above 
	320 000 
320 000 
	
21
	44 850.00


· For non-resident individual
Employment Income
· Tax rate for an employment income for non-resident individuals is 15% or resident rates, whichever gives rise to higher tax. 

· However, short-term employment income of 60 days or less is exempt from tax. This rule does not apply if you are a director, public entertainer or exercising a profession in Singapore.

 
Director’s fees, Consultation fees & all other income:  20%.

· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)

· Earned income relief
· Wife/handicapped spouse relief 

· Child relief 

· Relief for delivery & hospitalisation expenses for 4th child
· Parents/handicapped parents relief , Grandparent caregiver relief 

· Handicapped brothers or sisters relief 

· Provident fund/life insurance relief 

· Course fees relief 

· Relief for foreign maid levy 

· NSmen (National Service members)  relief for self, wife and parents 

· Relief for CPF cash top-up 
· Relief for the Supplementary Retirement System (SRS) contribution
· Deductions for work-related expenses

· N/A

· Deductibility of pension and other social security contributions

· Compulsory CPF contributions are fully tax-exempt.
· For the self-employed, relief for CPF contribution is up to 33% of income with a cap of S$28,050.

· There is also relief for “cash top-up” of CPF retirement account for oneself, parents/grandparents or spouse (must be at least 50 years old by the end of 2005), at a maximum of S$7,000 per year.  
7b.
Personal income tax for pensioners
· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· For “earned income relief”, which is a standard tax deduction, the older the employee, the higher the relief amount.

	Age
	Relief Amount

	Below 55 years old
	S$1,000

	55 to 59 years old
	S$3,000

	60 years old and above
	S$4,000


· Taxpayers do get parents/handicapped parents relief as well as grandparent caregiver relief:

	Type
	Relief Amount

	Aged Parent relief 
	S$3,500 each (maximum of 2 dependents); S$5,000 for those who live with the parents in the same household

	Handicapped parent relief
	Additional of $6,500 each (maximum of 2 dependents);  S$8,000 for those who live with the parents in the same household

	Grandparent Caregiver Relief
	S$3500 for 1 parent/ parent-in-law/ grandparent/ grandparent-in-law or ex-spouse’s parent/grandparent 


· Is public and private pension income subject to personal income tax?

· No.  

· For supplementary retirement scheme drawdown, 50% of the income is taxable and the remaining 50% not taxable.
7c.
Pension and social security contributions

· Employer and employee rates of contributions for pensions and other social security benefits, split where available.  

· As per the tables in Section 5d.

Section VI.  Indonesia

1.
General notes

· There is no first-tier, or basic (universal) pension in Indonesia.  

· A variety of mandatory second tier schemes exist for formal private sector workers and civil servants as well as members of the armed forces.

· Private Sector Workers:  

· Private sector workers are covered under the Jamsostek programs, which provide life insurance, work accident protection, provident fund and health maintenance plans.  

· Employers must enrol their employees in the Jamsostek programs (with the exception of the health maintenance program; which is mandatory but there is an opt-out provision as mentioned below) as long as they have at least 10 workers or a monthly payroll of 1 million Indonesian Rupiah (Rp).  (In practice, given minimum salaries levels, it means 2 employees).  Employers can opt out of the Jamsostek health program so long as they can provide a better health care program.

· The provident fund system under Jamsostek is a defined contribution system paying lump sums (or payable monthly up to a maximum of 5 years at the choice of employees if the balance is more than Rp. 3 million) at retirement or earlier termination (for service over 5 years and after a waiting period of 6 months).  In practice it is not portable so most of the payouts are on termination rather than retirement.

· Self-employed workers as well as those who work for small companies (less than 10 workers and monthly payroll of less than Rp. 1 million) are not covered under Jamsostek.  They can choose to participate in pension programs offered by private pension funds.
· Any employer can establish a private pension plan (either DB or DC) for its employees or employees of a co-sponsoring employer, whether they participate to the Jamsostek program or not. There are less than 350 (321 at the end of 2005) occupational plans with a total membership of no more than 2 million workers.  Most of these plans are DB, and are registered and supervised under the pension law which prescribes various standards including funding and solvency requirements.  In addition, individual employee or self employed can enrol in Financial Institution Pension Plan which are DC programs registered and supervised under the same pension law. Some employers enrol their employees collectively in such programs rather than establishing an occupational money purchase plan. In all cases benefits must be paid in the form of a life annuity. 
· Although Jamsostek is supposed to be compulsory for companies reaching a certain size and is administered by a state monopoly,  compliance has been low and it was estimated that less than one quarter of the eligible employers were contributing in 2005.

· Civil Servants: 

· All permanent civil service employees are covered under the Taspen program, which offers retirement benefits, death benefits, and a compulsory retirement savings scheme.  The retirement benefit plan under Taspen is a defined benefit program paying life annuities.  

· In addition, civil servants and their families receive medical insurance through a separate plan called Askes.

· Members of the Military: 

· Members of the military forces are covered under the Asabri program which is similar to the Taspen program and also a defined benefit program by nature.  However little public information is available on Asabri.

· 70% of the labour force is in the informal sector and have no pension coverage. Currently, it is estimated that only about 12% of Indonesians (both workers and their families) have some form of pension coverage, either through Jamsostek, Taspen or through privately-sponsored pension programs.

· Recent development: Law 40 of 2004 provides for the creation of a National Social Security System but at the time of writing no steps had been taken towards its implementation. 

· Indexation: if formal rules are specified, the indexation formula.  If indexation is discretionary, information on the rate of increases offered in the last five years 

· In Jamsostek usually lump sums are payable. No indexation for monthly payment, if any.

· For Taspen, pensions are indexed to salary increases for active civil servants.  In private various ad hoc or guaranteed formulas are applied, with occupational plans for SOEs generally following the Taspen model.  

2.
Economic variables

· Average earnings in the economy

· ~US$1,400.
· Average earnings of individuals covered by the relevant pension scheme(s)

· Not known.
· Exchange Rate:

· USD1 = Rp. 9,375 as of 19 June 2006.

3. 
Qualifying conditions

· Current normal pension ages for men and women

· Jamsostek: retirement age is 55.

· Taspen: retirement age is 56.

· Private sector plan: maximum normal retirement age is 55.

· Long-term normal pension ages for men and women (i.e., after any legislated, phased increases are fully in place): 

· No change planned.

· Early pension age(s) for men and women, currently and in the long term 

· Jamsostek: Not specified.
· Taspen: 50 with at least 20 years of service.  If a civil servant loses his/her job due to government reorganization, he or she can receive a pension as long as he or she has more than 10 years of service.

· Number of years of contributions required for retirement at normal pension age and at early pension age

· Jamsostek:  Not specified

· Taspen: No restriction on years of contribution for normal retirement.  However, if an individual retires early at the age of 50, he needs to have at least 20 years of contribution (or 10 years if he is laid off due to government reorganization.)
4.
Benefit formula: first-tier schemes

· Type of scheme: basic, minimum pension, targeted scheme, general social assistance

· Indonesia does not have a basic or universal first-tier pension program.

· The government has established a series of social assistance programs after the 1997/1998 Asian Financial Crisis.  The programs are collectively known as the Social Safety Net (JPS).  
4a.
Basic pension
· Not relevant.

4b.
Minimum pension

· Not relevant.

4c.
Targeted schemes/social assistance

· Anti-poverty programmes that are separate from the main part of the pension system, that can be part of general social assistance or separate schemes for older people

· The Social Safety Net (JPS) programs include the following:

· Food security program such as rice subsidy. 

· Education programs such as scholarships that help keep children from poor families in school.
· Health and nutrition programs include grants given to health centres, and health cards or sometimes free health care to low-income people.
· Job creation initiatives for unemployed women
· Community development grants and loans to poor communities to generate employment opportunities.

· The JPS has been criticized by experts as being short-term measures, and implementation problematic as the government does not have an adequate network to deliver the programs with the allocation of assistance often marred by corruption. 

· Target minimum income level

· Detailed information is not available.
· Indexation procedure for minimum income level

· Not relevant.
· Sources of income/assets included in the targeting

· Not relevant.
· Withdrawal rate of entitlement against other income sources

· Not relevant.
5.
Benefit formula: second-tier schemes

· Type of scheme: defined benefit, points, notional accounts, defined contribution

· The provident fund program under Jamsostek, which is mandatory to the formal private sector, is a defined contribution plan.  

· The Taspen and Asabri programs, provided to civil servants and the military, are defined benefit plans.

· Floor and/or ceiling on pensionable earnings; and indexation of these values

· No floor or ceiling on pensionable earnings.

· Indexation of pensions in payment

· In Jamsostek usually lump sums are payable. No indexation for monthly payment, if any.

· For Taspen, pensions are indexed on the basis of salary increases for active civil servants.  In private various formulas are applied, either ad hoc or guaranteed, with occupational plans for SOEs generally following the Taspen model.  

5a.
Defined benefit

· Accrual rate for benefits per year of service.  If this varies with age, years of service, or earnings, the full accrual-rate schedule

· Under the Taspen program for civil servants, 

· Monthly pension benefits are:

· 2.5% of basic salary plus family allowance for each year of service, with a maximum of 75% of basic salary plus family allowance.  

· Note:  The plan is funded partially by civil servants contributions of 4.75% of their monthly basic salaries and partially by Government fiscal budget.  However, the contributions of those who terminate employment before retirement are forfeited.

· In addition, civil servants can also receive a lump sum benefit upon their death or the attainment of age 56, calculated as follows:

· 0.6 times basic salary and family allowance based on the Government Regulation number 6/1997, times total years of service, plus

· 0.6 times the increase in basic salary and family allowance (from one determined in accordance with Government Regulation number 6/1997 to one based on the Government Regulations number 26/1997), times years of service from 1 January 2001.

· The benefit plan is funded by participants’ contributions of 3.25% of basic salary.  The accumulation of contributions will be returned to participants who terminate employment prior to retirement.

· Survivors of active or retired civil servants receive 36% of basic salary.  Survivor benefits will continue until the widow/widower dies or remarries or until all children reach 21 or 25 years of age if they are still in school.  If the deceased does not have a spouse or children, a lump sum benefit may be paid to his or her parents.

· Benefits and contribution rates under the Asabri program (for the military) are understood to be similar to that under the Taspen.

· Earnings measure (e.g., final year, best five years, lifetime average)

· Final year.

· Valorisation (pre-retirement indexation of pensionable earnings in schemes that are not based on final year’s salary)

· Not relevant.

· Maximum pension; and indexation

· No maximum in terms of amount, although there is a maximum benefit of 75% of basic salary + family allowance.

· Maximum replacement rate or number of years of coverage

· 75% of basic salary + family allowance.

5b.
Points schemes
· Not relevant.

5c.
Notional accounts
· Not relevant.

5d.
Defined-contribution plans
· Total contribution rate and split between employer and employee
· Under Jamsostek, private sector workers have to contribute 2% of their salaries/wages to the pension plan, while employers have to contribute 3.7% of the employees’ salaries/wages to the pension plan.

· In addition, Jamsostek requires employers to make contributions for employees’ health benefits, amounting to 3% of monthly payrolls for single employees and 6% for married employees.

· Furthermore, employers contribute 0.24% - 1.74% (depending on classes of industries) of employees’ monthly payroll to cover employees’ work accident benefits.

· Calculation of annuity factor to convert capital into flow of pension benefits (e.g., discount rate used, mortality rates, unisex or sex-specific annuities); other withdrawal options, such as scheduled withdrawals, etc.

· A lump sum equal to the total employer and employee contributions, plus accrued interest, is paid to the covered individual when he/she reaches retirement age.

· If the final accumulation of contributions exceeds Rp. 3 million, the participant may select a 5-year annuity instead of lump sum payment, although in practice none is known to elect this option.

6.
Early and late retirement

6a.
Early retirement

· Age of eligibility for early retirement

· Under Jamsostek:  participants who terminate employment due to total disability, or those who terminate employment with a minimum of 5 years of participation and have been waiting for at least 6 months can apply for retirement payments

· Under Taspen: Age 50, if one has a minimum of 20 years of service (or 10 years in the situation of layoff due to Governmental reorganisation).
· Other qualifying conditions for early retirement, such as years of contributions

· See above.

· Reduction of benefits for early retirement (‘actuarial adjustments’)

· Not clear.

6b.
Late retirement
· Possibility of deferring the pension claim after normal pension age

· Not possible.  One has to take pension payments at the stipulated pension age.

· Increments of benefits for late retirement (‘actuarial adjustments’)

· Not relevant.

· Are pension and other social security contributions still payable for people who retire late?

· Not relevant.

· If contributions are paid, are extra entitlements earned?

· Not relevant.

· Is it possible to combine pension receipt with continuing to work?  

· Yes.
· Are there any earnings test applied to people who claim pension and continue to work?

· None.
7.
Personal income taxes and social security contributions

7a.
Personal income tax for workers

· Personal income tax schedule (i.e., rates and bands)

· Residents of Indonesia must pay personal income tax on their wages according to the following progressive tax schedule:

	Level
	Annual Income (Rp. millions)
	Tax Rate

	1
	Up to 25
	5%

	2
	Over 25 up to 50
	10%

	3
	Over 50 up to 100
	15%

	4
	Over 100 up to 200
	25%

	5
	Over 200
	35%


· A flat rate of 15% is applied to dividends and royalties, while a tax rate of 20% is applied to interest income.

· Standard income tax reliefs (e.g., allowances, credits or zero-rate bands)

· Deductions for an individual are Rp. 2,880,000, wife Rp. 2,880,000 and up to three children Rp. 1,440,000 each.
· Deductions for work-related expenses

· Yes.  Position Expense (Biaya Jabatan) is up to 5% of gross wages or up to a maximum of Rp. 1,296,000 per year.

· Deductibility of pension and other social security contributions

· Yes.  Contributions to both the Jamsostek and the Taspen/Askes programs are tax-deductible.

7b.
Personal income tax for pensioners

· Existence of additional standard reliefs for older people and their value.  Age at which these apply.  

· Not available.

· Are public and private pension incomes subject to personal income tax?

· Yes.

7c.
Pension and social security contributions
· Employer and employee rates of contributions for pensions and other social security benefits, split where available.  
	Private Sector Workers
	Employee Contribution
	Employer Contribution

	Jamsostek
	
	

	Workplace Accident Benefits 
	--
	0.24% -1.74% 
(5 different classes)

	Death Benefits 
	--
	0.3%

	Retirement Benefits 
	2%
	3.7%

	Healthcare Benefits 
	--
	3% for single employees and 6% for married employees

	Total
	2%
	7.24% - 11.74%

	
	
	

	Civil Servants
	Employee Contribution
	Government Budget

	Taspen
	
	

	Compulsory Old Age Savings Scheme 
	3.25%
	Meet any shortfall when necessary

	Pension Scheme 
	4.75%
	Meet any shortfall when necessary

	Askes
	
	

	Health benefits
	2%
	--

	Total
	10%
	Meet any shortfall when necessary


� 	China’s pension system is currently guided by two State Council documents.  Document 26, Decision of the State Council on Establishment of Unified Basic Old-age Insurance System for Enterprise Workers, was issued in 1997 as a national guideline for pension system development.  Following various pilot experiments in the years since 1997, the State Council issued Document 38, Decisions on Improving the Basic Social Insurance System for Enterprise Workers in 2006, which has amended certain content in Document 26.   Information contained in this section, unless otherwise specified,  is generally drawn from the following sources:


State Council Document 26 and Document 38


Stuart Leckie and Yasue Pai, Pension Funds in China.  ISI, 2005. 


� 	According to State Council Document No. 26 issued in 1997, the monthly individual account pension benefit was calculated by dividing the accumulated contributions and investment returns by a factor of 120.  Current State Council policy which came into effect in January 2006 stipulates using a factor which more accurately reflects the average longevity of the locale. (The annuity factor is based on investment return and local life expectancy). 


� 	The information on personal income tax is drawn from China Personal Income Tax Law, promulgated on 10 September 1980, and subsequently revised on 31 October 1993, 30 August 1999 and 27 October 2005.  http://www.chinatax.gov.cn/view.jsp?code=200510310942479572


� 	Information on Hong Kong MPF and ORSO schemes are generally drawn from the following sources, unless otherwise specified:


Hong Kong MPFA website: � HYPERLINK "http://www.mpfahk.org/english/abt_mpfs/abt_mpfs_bgd/abt_mpfs_bgd.html" ��www.mpfahk.org/english�


Jeremy Gadbury, Alan Taylor and Jonathan Watkin, Pensions and Retirement Funds in Hong Kong. ISI, 2004. 


� 	ORSO schemes are schemes voluntarily established by employers in HK.  ORSO schemes can be defined benefit or defined contribution.  


� 	Hong Kong SAR Government, 2005 Economic Background and 2006 Prospects.  See section titled “An Analysis of Employment and Income Growth”.  www.info.gov.hk/hkecon/index.htm


� 	Information on HK’s social assistance schemes is summarised from the Hong Kong Social Welfare Department website: www.swd.gov.hk/en/index/site_pubsvc/page_socsecu/


� 	Information on Hong Kong’s personal income tax is drawn from the Hong Kong Inland Revenue Department website: � HYPERLINK "http://www.ird.gov.hk/eng/tax/ind.htm" ��http://www.ird.gov.hk/eng/tax/ind.htm�.


� 	Information on Vietnam’s pension schemes is drawn from the following sources:


Kevin Casey, “Vietnam Retirement System”


Telephone interviews with Tim Murton and Kevin Casey


� 	Source: US State Department, Bureau of East Asian and Pacific Affairs. � HYPERLINK "http://www.state.gov/r/pa/ei/bgn/4130.htm" ��www.state.gov/r/pa/ei/bgn/4130.htm�





� 	Sources: 


Ordinance No. 35/2001/PL-UBTVQH10, 19 May 2001. 


Ordinance No. 14-2004-PL-UBTVQH11, 24 March 2004.


Decree No. 147/2004/ND-CP, July 23, 2004.  


“Vietnam’s proposed personal income tax law harsh, say expert”, www.luatviet.com/en-GB/Taxation/2006/5/198.mcms


� 	Information on Thailand’s pension system is drawn from the following sources:


Mukul Asher, Social Security Reform Imperatives: the Southeast Asian Case, Draft, April 2004.


Niwat Kanjanaphoomin, Pension Fund, Provident Fund and Social Security System in Thailand.  February 2004.


Thai Government Provident Fund website: � HYPERLINK "http://www.gpf.or.th/english/" ��www.gpf.or.th/english/�  and Social Security Fund website: � HYPERLINK "http://www.ssp.go.th" ��www.ssp.go.th�.








� 	Information summarised from the Thai Government Website: � HYPERLINK "http://www.rd.go.th/publish/6045.0.html" ��www.rd.go.th/publish/6045.0.html�








� 	Information on the Singapore CPF system is drawn from the following sources:


CPF website: � HYPERLINK "http://www.cpf.gov.sg" ��http://www.cpf.gov.sg�


Comments provided by Jon Robinson and Mukul Asher


� 	Singapore Ministry of Manpower Website: www.mom.gov.sg/Statistics/ManpowerResearchNStatistics/LabourMarketStatistics/


� 	Sources: 


Singapore Inland Revenue Authority website: � HYPERLINK "http://www.iras.gov.sg/ESVPortal/iit/index.asp" ��www.iras.gov.sg/ESVPortal/iit/index.asp�


Singapore Ministry of Finance website:www.mof.gov.sg/taxation/reliefs_rebates_table.html 


� 	Information on pension schemes in Indonesia is drawn from the following resources:


Ira Rachmatarwata, Indonesia Pension System – Where to Go?  International Conference on Pensions in Asia: Incentives, Compliance and Their Role in Retirement, January 2004, Tokyo.


Alex Arifianto, Social Security Reform in Indonesia: An Analysis of the National Social Security Bill (RUU Jamsosnas), September 2004.


Comments by Steven Tanner and Yves Guerard.


� 	Source: Stephen V. Marks, Personal Income Taxation In Indonesia: Revenue Potential and Distribution of the Burden, 9 June 2003.
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