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Japan
Taichi Arai, Rina Shimada, Hiroki Habuka and Kenta Nishioka
Mori Hamada & Matsumoto

Statutory and regulatory framework

1 What are the main statutes and regulations relating to 
pensions and retirement plans?

The Japanese pensions and retirement system is composed of both 
public and private elements. Public pensions and retirement plans are 
mainly governed by the National Pension Act (Act No. 141 of 1959) (NPA) 
and the Employees’ Pension Insurance Act (Act No. 115 of 1954) (EPIA). 
Private pensions and retirement plans are mainly governed by the Defined 
Benefit Corporate Pension Act (Act No. 50 of 2001) (DBA) and the Defined 
Contribution Pension Act (Act No. 88 of 2001) (DCA).

2 What are the primary regulatory authorities and how do they 
enforce the governing laws?

The primary regulatory authority is the Ministry of Health, Labour and 
Welfare (MHLW). However, regulation of public pension system opera-
tions (coverage, contribution collection, record management, pension 
consultation, entitlement and payment of benefits) is delegated and 
entrusted by the MHLW to the Japan Pension Service, which is a special 
public corporation.

3 What is the framework for taxation of pensions?
An employer may treat its contributions as a taxable deduction, and 
participants’ contributions are subject to a life insurance premium deduction.

On the asset management side, special corporate taxes are levied on 
the reserve fund.

Retirement benefits received by a retiree during a taxable year are 
subject to taxation, after deduction of a certain tax-deductible amount. 
Retirement benefits received in a lump sum upon retirement are also sub-
ject to taxation, but the sum is awarded special tax privileges.

State pension provisions

4 What is the state pension system?
All people who are registered to reside in Japan and aged between 20 and 
59 must be covered by the National Pension Plans under the NPA and must 
pay contributions under the NPA. 

People who are employed in Japanese companies, factories, corpora-
tions or other workplaces are required to enrol in the Employees’ Pension 
Insurance Plan (also referred to as the Social Welfare Pension). This plan 
should be taken out concurrently with the National Pension Plan. 

The National Pension Plan provides the old-age basic pension when 
employees reach the age of 65, in principle, if they have been enrolled in 
the National Pension Plan and have paid premiums for 25 years or longer 
under the NPA. The Employees’ Pension Insurance Plan provides an old-
age pension when employees reach the age of 65, in principle.

The National Pension Plan provides a disability pension or survivors’ 
pension when employees experience unexpected incidents causing finan-
cial difficulties. The Employees’ Pension Insurance Plan also provides a 
disability or survivors’ pension.

5 How is the state pension calculated and what factors may 
cause the pension to be enhanced or reduced?

The amount of basic old-age pension under the National Pension Plan 
is calculated based on the length of the period during which insurance 
premiums were paid or exempted.

The amount of an employee’s old-age pension under the Employees’ 
Pension Insurance plan is calculated by the length of the insured period, 
the amount of salary, age and dependents.

6 Is the state pension designed to provide a certain level 
of replacement income to workers who have worked 
continuously until retirement age?

No. The National Pension Plan and the Employees’ Pension Insurance Plan 
do not provide such benefit to workers who have worked continuously until 
retirement age.

7 Is the state pension system under pressure to reduce benefits 
or otherwise change its current structure in any way on 
account of current fiscal realities?

The National Pension Plan and the Employees’ Pension Insurance Plan are 
facing difficulty in securing enough funds to meet the future burden of pen-
sion benefits owing to the rapidly aging population, a low rate of economic 
growth and low interest rates. In order to maintain the sustainability of the 
plans, several reforms were made in recent years, including the cutting 
back of future benefits, raising of premiums and raising the pensionable 
age. Major amendments were made in 2004 to introduce flexibility into the 
method of setting premium levels in order to allow the system to adapt to 
demographic and economic changes. A system of delaying the pensionable 
age for those who are 65 years or over was also introduced.

Plan features and operation

8 What are the main types of private pensions and retirement 
plans that are provided to a broad base of employees?

The main types of private pensions and retirement plans are the Employees’ 
Pension Fund Plan, defined benefit plans, and defined contribution plans.

Employees’ Pension Fund Plans
Under the EPIA, Employees’ Pension Fund Plans have been employed in 
Japan to offer employers use of part of the pension services provided under 
the Employees’ Pension Insurance Plan operated by the government of 
Japan. Further, they are aimed at securing pension benefits in addition 
to the benefits provided under the Employees’ Pension Insurance Plan, 
and then to allocate the functions and costs between the public and pri-
vate sectors. There must be at least 1,000 participants in an Employees’ 
Pension Fund established by a single employer and 5,000 participants in 
an Employees’ Pension Fund established jointly by multiple employers. 
All eligible employees will automatically participate in the Employees’ 
Pension Fund. The Employees’ Pension Funds are public corporations sub-
ject to approval of the MHLW, and are operated through democratic con-
sultation by the delegates who are elected in equal number by the employer 
and the participants in the plan. Each of the funds has a board of directors 
with a chairman, as well as a secretary that provides necessary services 
including the payment of pension benefits. Both the employer and employ-
ees pay premiums to an Employees’ Pension Fund. Note, however, no 
establishment of a new Employees’ Pension Fund Plan has been approved 
as a result of amendments to the EPIA in 2013.

Defined benefit plans 
Under the DBA, defined benefit plans (DB Plans) can be fund-type or 
contract-type. 
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DB Plans can be established by an employer of a qualified office to 
which the Employee’s Pension Insurance Plan is applicable. An employer 
planning to set up a DB Plan must prepare by-laws regulating the details 
of the system based on an agreement between management and a labour 
union representing a majority of the employees of each office that is 
covered by the plan (or by an employee representing a majority of such 
employees if no such labour union exists) and obtain approval from the 
MHLW. Premiums are paid by employers, in principle. When defined in 
the pension rules, employees can pay the premium if they agree to. In the 
case of a fund-type DB Plan, a fund will be established as a corporate entity 
independent of the sponsoring company. Management and operation of 
the pension assets as well as payment of benefits will be handled by the 
fund. In the case of the contract-type plan, based on the by-laws, the spon-
soring company will make a contract with trust companies, life insurance 
companies and other institutions. Management and operation of pension 
assets will be handled outside the company. 

Defined contribution plans
Under the DCA, defined contribution plans (DC Plans) also come in two 
forms: corporate-type and personal-type. A corporate-type DC Plan can be 
established by an employer of an office to which the Employee’s Pension 
Insurance Plan is applicable. An employer planning to set up a corporate-
type DC Plan must prepare by-laws based on an agreement between man-
agement and a labour union and obtain approval from the MHLW. As is 
common with DC Plans, they are fully portable and the contributions paid 
are clearly specified for each employee, and benefits are determined based 
on the sum of the contributions and investment profit. A corporate-type DC 
Plan must be implemented through a contract with a pension management 
organisation, such as a trust bank, insurer, or fund manager. Self-employed 
persons or employees whose employer does not operate an occupational 
pension plan can participate in a personal-type DC Plan. 

9 What restrictions or prohibitions limit an employer’s ability to 
exclude certain employees from participation in broad-based 
retirement plans?

Under an Employees’ Pension Fund Plan, all full-time employees at the 
qualified office are insured with respect to old-age benefits. However, cer-
tain groups of employees may be excluded from the additional benefits or 
certain waiting periods may be imposed with respect to such additional 
benefits under certain circumstances.

Under a DB Plan and corporate-type DC Plan, in principle, all employ-
ees at the qualified office are covered. However, it is possible to set forth in 
the plan’s by-laws certain limitations on qualification for participation in 
the plans based on things such as job category, length of service, age and 
employee’s choice, so long as such limitations are not unreasonably dis-
criminatory in light of the scope of the employees under other corporate 
pension plans or retirement benefit plans operated within the same office. 

10 Can plans require employees to work for a specified period to 
participate in the plan or become vested in benefits they have 
accrued?

See question 9.

11 What are the considerations regarding employees working 
permanently and temporarily overseas? Are they eligible to 
join or remain in a plan regulated in your jurisdiction?

Under an Employee’s Pension Fund Plan, a DB Plan and a corporate-type 
DC Plan, employees do not lose eligibility as members of such plans as long 
as the employment relationship remains with the qualified office.

If the employment between an employee and a qualified office is ter-
minated while he or she lives overseas, the employee cannot be insured 
under the Employee’s Pension Fund Plan, DB Plan and corporate-type DC 
Plan. However, if he or she is a Japanese citizen, he or she may participate 
in the National Pension Plan voluntarily.

12 Do employer and employees share in the financing of the 
benefits and are the benefits funded in a trust or other secure 
vehicle?

Under an Employee’s Pension Fund Plan, the employer and the employees 
bear an equal amount of premiums.

Under a DB Plan and DC Plan, in principle, the employer bears the 
premiums. However, employees may also pay premiums in accordance 

with the by-laws of the plan, to the extent equal to or less than the amount 
of the premiums borne by the employer.

13 What rules apply to the level at which benefits are funded and 
what is the process for an employer to determine how much to 
fund a defined benefit pension plan annually?

Employers or the fund should accumulate pension assets so that they can 
pay promised benefits in the future. The Employee’s Pension Fund Plan 
and the DB Plan are required to fund pension assets not less than the 
responsible reserve amount at the end of each fiscal year. The responsible 
reserve amount is provided calculating current value of the estimated ben-
efit cost minus current value of the estimated income as of each fiscal year 
(continuation standard). If the Employee’s Pension Fund Plan or the DB 
Plan is short of the responsible reserve amount, the amount of the premi-
ums must be recalculated.

In addition, the Employee’s Pension Fund Plan and the DB Plan are 
required to fund pension assets not less than the minimum reserve stand-
ard amount at the end of each fiscal year. The minimum reserve standard 
amount is the current value of the benefits payable to the existing partici-
pants (non-continuation standard). If the Employee’s Pension Fund Plan 
or the DB Plan is short of the minimum reserve standard amount, the 
employer must pay additional premiums. In addition, the employer or the 
fund must recalculate the amount of premiums or establish a restoration 
plan (eg, collection of special premiums).

The experience assumptions shall be recalculated at least once every 
five years in order to balance the pension budget in the future.

14 What are customary levels of benefits provided to employees 
participating in private plans?

According to a survey conducted by the Japan Pension Fund Association, 
as at the end of 2014 the average amount of annual retirement benefits of 
each beneficiary under an Employee’s Pension Fund Plan was ¥577,000 
per year, while it was ¥879,000 under a DB Plan.

15 Are there statutory provisions for the increase of pensions in 
payment (pension escalation) and the revaluation of deferred 
pensions?

There are no statutory provisions for pension escalation.
Under an Employee’s Pension Fund Plan, a DB Plan and a corporate-

type DC plan, payment of the pension benefits can be deferred upon an 
employee’s request. Such deferment is possible for up to five years in the 
case of the Employee’s Pension Fund Plan and the DB Plan, and 10 years in 
the case of the corporate-type DC Plan. The amount of the pension benefits 
is increased according to when the employee started to receive the benefits.

16 What pre-retirement death benefits are customarily provided 
to employees’ beneficiaries and are there any mandatory 
rules with respect to death benefits? 

With respect to the Employee’s Pension Fund Plan, persons who depended 
on the deceased employee at the time of his or her death, and who are the 
spouse, children, parents, grandchildren or grandparents of the employee 
(the priority is in this order), can receive the lump sum death benefits.

As to a DB Plan, the following can receive the death benefits (pension 
or lump sum) in accordance with the by-laws of the DB Plan: 
(i) the spouse; 
(ii) children, parents, grandchildren, grandparents or brothers and sis-

ters; or
(iii) other relatives who depended on the deceased employee at the time of 

his or her death.

Under a corporate-type DC Plan, the following can receive the lump sum 
death benefits (the spouse receives in the first priority, and then items (ii) 
to (iv) follow): 
(i) the spouse; 
(ii) children, parents, grandchildren, grandparents or brothers and sis-

ters who depended on the deceased employee at the time of his or 
her death; 

(iii) other relatives who depended on the deceased employee at the time of 
his or her death; and 

(iv) children, parents, grandchildren, grandparents or brothers and sisters 
who do not fall within item (ii).
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17 When can employees retire and receive their full plan 
benefits? How does early retirement affect benefit 
calculations?

With respect to the Employee’s Pension Fund Plan, the employee can 
receive the old-age benefits if he or she is 65 years old or older and the 
total period during which insurance premiums were paid or the payment of 
insurance premiums was exempted is not less than 10 years.

As to the DB Plan, the employee is eligible to receive the old-age 
benefit after he or she becomes 60 to 65, in accordance with the by-laws 
of the DB Plan. However, if the old-age benefits are provided on the 
employee’s retirement, he or she can receive the benefits between 50 and 
60. The period required for recipients to qualify may not exceed 20 years.

Under the corporate-type DC Plan, the employee can decide when he 
or she start to receive the old-age benefits after the employee becomes 60. 
However, if the participation period of the employee is less than 10 years, 
he or she cannot start receiving the benefits at the age of 60. For example, 
if the participation period is not less than eight years but less than 10 years, 
the employee can receive the benefits after he or she becomes 61. If the 
participation period is not less than one month but less than two months, 
the employee can receive the benefits only after he or she becomes 65.

The amount of the benefits to be paid for early retirement depends on 
each plan’s by-laws.

18 Are plans permitted to allow distributions or loans of all or 
some of the plan benefits to members that are still employed?

Plans are not permitted to make a distribution or grant loans of the pension 
benefits to the members.

19 Is the sufficiency of retirement benefits affected greatly if 
employees change employer while they are accruing benefits?

In principle, the sufficiency of retirement benefit is not affected greatly if 
an employee changes employer while accruing benefits since the funds 
may be transferred to the new employer’s pension plans.

Under an Employee’s Pension Fund Plan and a DB Plan, funds cor-
responding to the lump sum retirement benefit may be transferred to an 
Employee’s Pension Fund Plan, DB Plan or corporate-type DC Plan oper-
ated at the new employer in accordance with the by-laws of such plan.

Regarding a corporate-type DC Plan, an employee who retires from 
the company before reaching the age of 60 may transfer his or her funds to 
a corporate-type DC Plan implemented at the new employer. If there is no 
corporate-type DC Plan at the new employer, the employee may transfer 
the funds to the National Pension Fund Federation under an individual-
type DC Plan.

20 In what circumstances may members transfer their benefits 
to another pension scheme?

See question 19.

21 Who is responsible for the investment of plan funds and the 
sufficiency of investment returns?

Under an Employee’s Pension Fund Plan, either the fund itself or out-
sourced management institutions (eg, trust companies, life insurance 
companies, financial institutions conducting advisory service, etc) is 
responsible for the investment of plan funds.

Under a DB Plan, the management institutions are responsible for 
the investment of the funds, and the fund and the employer are respon-
sible for the selection of the management institutions and monitoring 
their performance.

Under a corporate-type DC Plan, it is each employee who is responsi-
ble for the investment of his or her individual funds. The operation man-
agement institution selected by the employer, if any, is responsible for the 
presentation of investment methods to employees and the provision of 
investment information to employees.

22 Can plan benefits be enhanced for certain groups of 
employees in connection with a voluntary or involuntary 
reduction in workforce programme?

Unreasonable discrimination as to the benefit amount is prohibited. In 
practice, it is permitted under a DB Plan to differentiate benefit amounts 
to a certain extent depending on whether the retirement was voluntary 
or involuntary.

23 Are non-broad-based (eg, executive-only) plans permitted 
and what types of benefits do they typically provide? 

See question 9. Under a DB Plan and corporate-type DC Plan, it is permit-
ted to limit qualifications for participation in the plans based on things such 
as job category, length of service, age and employee’s choice.

24 How do the legal requirements for non-broad-based plans 
differ from the requirements that apply to broad-based plans? 

See question 23.

25 How do retirement benefits provided to employees in a 
trade union differ from those provided to non-unionised 
employees?

There are no legal requirements which differentiate the retirement benefits 
provided to employees in a labour union from non-unionised employees.

26 How do the legal requirements for trade-union-sponsored 
arrangements differ from the requirements that apply to 
other broad-based arrangements?

See question 25.

Enforcement

27 What is the process for plan regulators to examine a plan for 
periodic legal compliance?

Employers implementing a contract-type DB Plan or corporate-type DC 
Plan, or a corporate pension fund (DB Fund) or an Employees’ Pension 
Fund Plan must submit various reports on its business and accounting to 
the regulatory authorities. The Minister of Health, Labour and Welfare has 
the authority to request reports on the implementation status of the plan, 
and have its staff enter the office of the employer or pension fund to ques-
tion the relevant personnel and inspect the office.

28 What sanctions will employers face if plans are not legally 
compliant?

If the Minister of Health, Labour and Welfare finds that the plans are not 
legally compliant, the minister may issue a correction order against the 
employer, pension fund or its officers, or issue an order to amend the rules 
of the Employees’ Pension Fund Plan or the DB Plan .

If the Employees’ Pension Fund Plan, DB Fund or its officers do not 
comply with such orders, the minister has the authority to order dismissal 
or replacement of all such officers, and if the pension fund does not oblige, 
can dismiss or replace such officers. The minister can revoke the approval 
given to a pension plan if the employer who implements either a contract-
type DB Plan or a corporate-type DC Plan violates a correction order or 
amendment order. The minister also has the authority to order dissolu-
tion of the pension fund in case of a correction order violation by the 
Employees’ Pension Fund Plan or DB Fund.

The employers could also face criminal liabilities, such as imprison-
ment for up to six months or a ¥500,000 fine for failure to comply with a 
reporting request from the minister.

29 How can employers correct errors in plan documentation or 
administration in advance of a review by governing agencies?

There is no statutory provision which addresses this matter. Employers 
must correct errors at their own discretion.

30 What disclosures must be provided to the authorities in 
connection with plan administration?

See question 27.

31 What disclosures must be provided to plan participants?
An Employees’ Pension Fund Plan must disseminate certain information 
specified by law (eg, number of members, amount of benefits granted) and 
the pension rules to its participants.

An employer implementing a DB Plan and a DB Fund must also dis-
seminate certain information and the pension rules to its participants. 

The management institutions and employers providing management 
related services under a corporate-type DC Plan must disseminate certain 
information (including provision of information required for investment 
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instructions such as procedures for distribution and profit forecasts) and 
pension rules to its participants. 

32 What means are available to plan participants to enforce their 
rights under pension and retirement plans?

The plan participants may claim their rights through a civil action procedure.

Plan changes and termination

33 What restrictions and requirements exist with respect to an 
employer’s changing the terms of a plan?

Under an Employees’ Pension Fund, change of the terms of a plan requires 
authorisation of the MHLW. In addition, a decrease of pension benefits 
is permitted only for certain designated cases, and require a labour-
management agreement regarding the same.

Under a DB Plan, changing the terms requires approval of the Minister 
of Health, Labour and Welfare. In addition, disadvantageous changes for 
participants are only permitted in certain cases – for example, where it is 
difficult to continue the operation of the plan without such change, and if 
consent of at least two-thirds of the applicable recipients is obtained.

In addition to the above restrictions, if the pension plan is part of the 
company’s work rules, a disadvantageous change of the plan will be subject 
to article 9 of the Employment Contract Act, which stipulates the general 
rules for disadvantageous changes of the work rules.

34 What restrictions and requirements exist with respect to an 
employer terminating a plan?

Under the Employees’ Pension Fund, a fund may, subject to authorisation 
of the Minister of Health, Labour and Welfare, dissolve itself by resolution 
adopted by more than two-thirds of the representatives, or upon discovery 
of the inability to continue the business of the fund (eg, an employer dis-
solved as a result of bankruptcy). 

There are several exceptional measures for a fund with funding short-
falls under temporary legislation introduced for the period from April 2014 
to March 2019, which was introduced to encourage Employees’ Pension 
Funds to dissolve or convert to other types of pension funds with respect 
to the fact that many Employees’ Pension Funds ran into difficulty around 
the early 2000s. 

Under a fund-type DB Plan, a fund may, subject to authorisation of the 
Minister of Health, Labour and Welfare, dissolve itself either by resolution 
adopted by more than three-quarters of the board of representatives or 
upon discovery of the inability to continue the business of the fund. In case 
of dissolution, if the amount of accumulated funds as of the date of termi-
nation is less than the minimum accumulation base amount, the employer 
shall pay the shortfall.

Under a contract-type DB Plan, an employer may, subject to approval 
of the Minister of Health, Labour and Welfare, terminate the plan by 
obtaining consent of the labour union representing a majority of employ-
ees, or if no such labour union exists, a representative of a majority of 
employees. Also, the plan will be terminated if an employer is dissolved 
as a result of bankruptcy or merger, or an employer ceases to be a qualified 
office of the Employees’ Pension. In the case of termination, if the amount 
of accumulated funds as of the date of termination is less than minimum 
accumulation base amount, the employer shall pay the shortfall.

Under a corporate-type DC Plan, an employer may, subject to approval 
of the Minister of Health, Labour and Welfare, terminate the plan by 
obtaining consent of the labour union representing a majority of employ-
ees, or if no such labour union exists, a representative of a majority of 
employees. Also, the plan will be terminated if an employer is dissolved 
as a result of bankruptcy or merger, or an employer ceases to be a qualified 
office of the Employees’ Pension.

In addition to the above restrictions, if the pension plan is part of the 
company’s work rules, a disadvantageous change of the plan will be subject 
to article 9 of the Employment Contract Act, which stipulates the general 
rules for disadvantageous changes of the work rules.

35 What protections are in place for plan benefits in the event of 
employer insolvency?

Under the Civil Code, a statutory lien in favour of the employee is granted 
on an employee’s salary, including retirement benefits.

In case of bankruptcy, a claim for lump sum retirement benefits by an 
employee who has retired from the bankrupt company before completion 
of the bankruptcy proceedings will be treated as a superior claim up to an 

amount equal to three months’ salary. This claim will be paid from time to 
time in preference to other general or preferred bankruptcy claims. A claim 
for the remaining retirement benefits will be treated as a preferred bank-
ruptcy claim, and will be paid in preference to general bankruptcy claims.

In the case of corporate reorganisation, a claim for retirement lump 
sum benefits by an employee who retired from the company before the 
reorganisation plan was approved by the court will be treated as a common 
benefit claim up to an amount equal to the higher of six months’ salary or 
one-third of the retirement benefits. A claim for retirement benefits to be 
paid periodically will be treated as a common benefit claim for an amount 
equivalent to one-third of each periodic payment. These common benefit 
claims will be paid from time to time in preference to general reorganisa-
tion claims. A claim for the remaining benefits will be treated as a preferred 
reorganisation claim, and will be paid in preference to general reorganisa-
tion claims.

If an employee involuntarily retires from the company after com-
mencement of the reorganisation proceedings was determined by the 
court, but before the reorganisation plan was approved by the court, the 
entire lump-sum retirement benefit of such employee will be treated as a 
common benefit claim. If an employee involuntarily retires from the com-
pany after the reorganisation plan was approved by the court, the entire 
lump-sum retirement benefits of such employees will be treated as a com-
mon benefit claim. These common benefit claims will be paid from time to 
time in preference to general reorganisation claims.

In the case of civil rehabilitation, a claim for retirement lump sum 
benefits will be treated as a general preferred claim. It will be paid from 
time to time in preference to general rehabilitation claims.

36 How are retirement benefits affected if the employer is 
acquired?

In the case of share acquisition and merger, retirement benefits remain 
unchanged or will transfer without special action.

However, the company shall consider whether the retirement benefit 
should continue, because there might end up with two or more different 
retirement benefit plans in a company after the transaction. Also, some 
of the retirement benefit plan is specialised for specific group companies, 
so in this case the retirement benefit may not be able to continue after 
the transaction.

In the case of a company split, asset acquisition and business acqui-
sition, the retirement benefits will not transfer without action. In order 
to transfer the retirement benefits, such benefits shall be subject to the 
transferring and plan shall be newly established at transferred company, 
or incorporated to existing plan in the transferred company. Depending on 
the types of retirement benefit plans of both the transferring and existing 
plans, incorporation might be difficult. 

37 Upon plan termination, how can any surplus amounts be 
utilised?

In the case of dissolution of an Employees’ Pension Fund, any residual 
property after transfer to the government of the portion corresponding to 
the replacement services (minimum reserve standard amount), and pay-
ment of general debts, will be distributed to the participants, recipients and 
potential vested recipients, in accordance with its rules. Also, such residual 
property can be transferred to the Corporate Pension Federation so that 
the Corporate Pension Federation will replace the service of paying to the 
recipients as pension.

In case of termination of a contract-type DB Plan or dissolution of a 
fund-type DB Plan, the residual property will be distributed to the par-
ticipants, recipients and potential vested recipients. Specifically, if the 
residual property is more than the minimum reserve standard amount, the 
minimum reserve standard amount will be distributed to each person and 
the remainder will be distributed based on fair and reasonable standards 
specified in the contract or rules. If residual property is less than the mini-
mum reserve standard amount, such residual property will be distributed 
proportionally to each person, or distributed to the recipients and vested 
potential recipient in preference to the participants.

In the case of termination of a corporate-type DC Plan, no distribution 
will be made. Employees may transfer their assets to another corporate-
type DC Plan, or to the National Pension Fund Association under the 
individual-type DC Plan. 
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Fiduciary responsibilities

38 Which persons and entities are ‘fiduciaries’?
Under Japanese law, there is no definition of fiduciaries, but there are 
certain persons or entities who owe a duty of loyalty (fiduciary duty).

Under an Employees’ Pension Fund, directors of the Employee’s 
Pension Fund and financial institutions owe a fiduciary duty to the 
Employee’s Pension Fund. 

Under a DB Plan, an employer owes a fiduciary duty to participants 
and former participants.

For fund-type DB Plans, directors of the company pension fund and 
financial institutions owe a fiduciary duty to the company pension fund.

For contract-type DB Plans, financial institutions owe a fiduciary duty 
to participants and former participants.

Under a DC Plan, employers, the asset management institutions and 
the operating management institutions owe a fiduciary duty to the partici-
pants and the management instructors.

39 What duties apply to fiduciaries?
Under an Employees’ Pension Fund, directors shall not, for the interests of 
him or herself or a third party, be engaged in acts detrimental to the proper 
management and operations of reserve funds.

Under a DB Plan, an employer shall not conclude any asset man-
agement agreement for the purpose of providing special benefits to the 
employer or any third party, or issue an order to manage accumulated 
funds by a specific method or conduct that is deemed unlikely to provide 
proper administration and management of accumulated funds.

Under a DB Plan, a director shall not conclude any fund asset man-
agement agreement for the purpose of providing special benefits to the 
employer or any third party, or issue an order to manage accumulated 
funds by a specific method or conduct that is deemed unlikely to provide 
proper administration and management of accumulated funds.

Under a corporate-type DC Plan, an employer shall not conclude any 
contract concerning plan administration functions or any asset manage-
ment contract for the purpose of providing special benefits to the employer 
or any third party, or conduct any act that is unlikely to provide sufficient 
protection for participants, etc.

40 What are the consequences of fiduciaries’ failing to discharge 
their duties?

The fiduciaries may be liable for damages arising owing to their failure to 
discharge their duties.

An operating management institution may be subject to criminal 
sanctions for failing to discharge its duties. 

Legal developments and trends

41 Have there been legal challenges when certain types of plans 
are converted to different types of plan?

We have not found precedents of legal challenges to conversions of certain 
types of plans to different types of plan.

42 Have there been legal challenges to other aspects of plan 
design and administration?

There are several court precedents concerning the validity of a decrease of 
the vested amount of retirement pension benefits (see question 33). 

43 How will funding shortfalls, changing worker demographics 
and future legislation be likely to affect private pensions in 
the future?

Company may have to pay for shortfalls owing to changing worker 
demographics and other aspects. Further, some pension plans may have to 
be terminated because of shortfalls. In particular, the Employees’ Pension 
Plan Fund has strict restrictions on shortfalls, and the ministry may order 
the dissolution of the fund.
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