
Some Indicators Related to Corporate Pension Plans in Japan
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Financial Status of EPFs (2000)

      • 1974 1975• 1984  1985•

No 7.0 4.4 34.2 45.6
Yes 36.6 5.0 12.7 54.3
Total 43.6 9.5 46.9 100.0

Established Year of the EPF Total

      • 1974 1975• 1984  1985•

No 28.7 7.8 43.8 80.3
Yes 15.0 1.7 3.1 19.7
Total 43.6 9.5 46.9 100.0

Established Year of the EPF Total

2. Is your EPF Necessary to Make a Plan to Recover Funding Level on the
Discontinuous Basis ?

1. Is your EPF Necessary to Increase the Contribution  Rate on the
Continuous Basis?

Source : Pension Fund Association
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Pension Plan system in Japan

<Before June 2001> <After June 2001>

4th
pillow

3rd
pillow

2nd
pillow

1st
pillow

Individual

Pension

Plans

DC

Pension Act

Corporate

Pension

Plans

Social

Security

Individual Pension
•Personal Saving

DC Plans (Individual type)

DC Plans (Corporate type)

Lump Sum Severance Payment Plan

                   ••••Employees’ Pension
               • ••••Insurance

National Pension Insurance
 (Basic Pension)

Fund
type
DB Plans

Agreement
Type
DB Plans

EPFs
 Additional
 Part

 Substitutional
 Part

DB

Corporate
Pension Act

Individual Pension
     •••Personal saving

Lump Sum Severance Payment Plan

EPFs
 Additional
 Part

TQPPs

Substitutional
Part

National Pension Insurance
 (Basic Pension)

Employees’ Pension
Insurance



Change of Funding Standards (Main Ideas)

1. Asset vs. Liability – Allowable carry-over deficit (Continuous Basis)
   <Allowable carry-over deficit>

   Payroll x 5/1000  x  a 20

2. Asset vs. Minimum Funding Standard (Discontinuous Basis)
<Recovery Plan>
100%    7 years

 !   Payroll x 10/ 1000 x a 20

 "   Liability x 15/1000
 #   Min ( ! , "  )

!  100%  —   7   years
"  80%    —   5   years
      90%    —  10  years
      100%  —  15  years



Comparison of Minimum Funding Standards
on the Discontinuous Basis

UK U SA Japan

N am e

M inim um  Funding
Requirem ent

Additional Funding
Requirem ents

M inim um  Funding
Standards
(Discontinuous
Basis)

Benefits
Accrued Benefits Accrued Benefits M inim um  Secured

Benefits
 (� àAccrued Benefits)

Discount
rate

Equity and G uilt 30 year TB
(past 4 years)

20 year GB
(past 5 years)

Recovery
period

190%  � \  1 year
100%  � \  5 years
  5 years and
 10 years respectively

90%  � \ Contribution
of certain am out
of deficit (30% ~18% )

180%  � \   5 years
190%  � \  10years
100%  � \  15years

Source : Ono, JSCPA meeting



Concluding Remarks

• To pay a benefit is of primary importance, to keep up a funding level is
of secondary importance.

• Both measures to evaluate funding level on the continuous and
discontinuous basis are necessary.

• Insolvency insurance is necessary to secure the pension right in full.

• It costs too much to have all the equipments to secure the pensions
rights.

• Further discussion is necessary.


