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1. Introduction

The European Pensions Directive was implemented in the Netherlands on 8 
February 2006. The directive contains rules applicable to all funded occupational 
pension vehicles in Europe, regardless of their legal form, and refers to them as 
IORPs (Institution for Occupational Retirement Provision). Crucially, the directive 
enables any IORP to act on a cross-border basis to become a European Pension 
Fund and cover employers and employees based in other EU Member States.

1.1 Structure of a cross-border European pension fund

There are currently about 80 registered cross-border European Pension Funds. Prudential 
supervision and the pension funding rules are subject only to the legislation provided by the 
supervisory authority of the country in which the fund is established – the home country. The 
pension benefits – the agreements between the employer and employees – are governed 
by the tax, social and labour legislation where members are employed – the host country.

The diagram below shows the structure of a European pension fund:
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This basic structure applies if a multinational employer sets up a cross-border 
European Pension Fund to finance the pension benefits of its various subsidiaries 
in different European Union countries. Setting up such a vehicle is very time-
consuming in terms of the governance and organisational work required by the 
parent company. It is also very costly. This option is therefore most likely to be of 
interest if there are a substantial number of participating countries and/or pension 
arrangements, with correspondingly high contributions and invested assets.

In practice, this is only a solution for large multinationals with a dedicated 
international pension function. Most medium-sized and small enterprises 
cannot take advantage of cross-border European Pension Funds.

1.2 United Pensions

United Pensions is a multiple-employer cross-border European Pension Fund, established and 
managed entirely by Aon. It was created in response to repeated requests from our clients to 
be able to deliver pension benefits across the EU in an affordable and sustainable manner.

United Pensions is a fully-fledged European pension fund and fully meets the requirements 
of the European Pensions Directive. It allows different companies to participate and deliver 
DB or DC pension benefits in one or more EU countries. As such, United Pensions is very 
similar to the Dutch General Pension Fund (APF) introduced in the Netherlands as of 1 January 
2016. The most obvious differences are that United Pensions is domiciled and regulated 
in Belgium, and every employer is kept completely segregated in sub-accounts with their 
own assets (ring-fencing) meaning there is no cross-subsidy between different employers. 



Below is a chart illustrating the governance structure of United Pensions.

Member administration and client servicing remains in the Netherlands. All communications are compliant with Dutch legislation.
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1.3 United Pensions is established in Belgium

Aon founded United Pensions in 2014 and deliberately selected 
Belgium as the location for United Pensions. This is because:

•   Belgium has an established flexible occupational pension framework which 
facilitates the creation of cross-border European Pension Funds 
–   New legislation was introduced in Belgium in 2007 creating 

Organisations for the Funding of Pensions (OFP)

–   Mirrors the flexibility within the European Pensions Directive and 
enables OFPs to accommodate cross-border requirements and 
become effective cross-border European Pension Funds 

–   Allows multiple-employer vehicles to encourage delivery of economies of scale

–   Ability to create ring-fenced sections within overall pension fund

–   Separate legal entity with dual board governance structure

–   Strong control processes with strict supervision 

–   Favourable tax framework and extensive double tax agreements

•  Belgian supervisory authority is very accessible and involved 

–   Healthy balance: constructive support with strict supervision

–   Supportive, collaborative and facilitates cross-border activity

–   Cross-border experience and engages actively with other supervisory 
authorities including the Dutch regulator (DNB)

•  Pension financing and investments requirements are principle-based 
–   Flexible funding techniques enabling more flexible employer cash 

funding, but must demonstrate adequate prudence
–   Investment policy follows the prudent person principle

•  Greater flexibility in the governance structure 
–   Ability to meet governance needs of different host countries
–   Pension committees with participant and pensioner representation can 

be appointed to satisfy the local regulations of the host country

•  Location of choice for most cross-border European Pension Funds

•  Multicultural and multilingual community in the centre of Europe



2.1 Long-term provision (LTP)

The long-term provision (LTP) is the most important provision. This is the provision 
on which the funding policy is based. When switching into United Pensions, 
any pension benefits being transferred must be supported by assets at least 
equal in value to the value of pension liabilities as determined on the LTP.

The LTP must be determined according to sufficiently prudent actuarial principles, so that the 
funding of pensions payable and pension obligations already accrued is well covered. There is 
flexibility in how the LTP is determined. Often it is possible to use the expected return on plan 
assets, together with a reasonable margin to allow for the probability of underperformance.

If under-funded on an LTP basis, a recovery plan must be submitted to the Belgian 
supervisory authority. In practice, these are accepted over a period of three to five years.

2.2 Short-term provision (STP)

In addition to the LTP, there is a requirement to define a minimum provision based 
on social legislation in the Netherlands. This amount is defined in accordance 
with the Dutch regulations on the statutory right to an individual value transfer. 
This means members leaving employment are able to leave United Pensions and 
join another Dutch pension fund without penalty or benefit reduction.

This minimum provision is referred to as the short-term provision (STP). Any 
shortfall with respect to the STP must be met at the end of every year. 

2.3 Determining contributions

Contribution payments to United Pensions are determined using the LTP, and 
are also subject to any minimum requirements arising from the STP.

2. Funding your Dutch pension benefits

In the Belgian financial framework, a pension fund must always be 
fully funded. This means that assets supporting every ring-fenced 
section must cover the respective pension liabilities to deliver a 
funding ratio of at least 100%. Any shortfalls must be rectified. 
For non-Belgian sections of United Pensions, this means: 

• A supplementary contribution by the employer or

• A reduction in the accrued pensions if permitted under the rules 

Two components are relevant to the assessment of pension liabilities: 
the long-term provision (LTP) and the short-term provision (STP)



2.4 Collective defined contribution (CDC)

Many Dutch pension schemes have fixed the contributions that are made 
by the employer to deliver an expected defined benefit to members which 
are still expressed in terms of final or average pay. This Collective Defined 
Contribution or CDC can also be administered by United Pensions.

To this end, a fixed contribution must be set for an extended period – usually five years. 
Normally, the contribution is a percentage of the payroll total or pension base sum. The 
annual accrual, reinsurance and costs must be financed from this fixed contribution.

As is the case with Dutch funds or insurers, it is obviously important that this contribution 
is set sufficiently high. In any event, the fixed contribution must be sufficient to finance the 
annual accrual based on the adopted principles, together with any associated expenses.

Furthermore, the likelihood of a potential benefit reduction must be minimised.



3. Governance
3.1 Statutory supervision

The governance structure of United Pensions is set out in paragraph 1.2. 

3.1.1 FMSA

The FSMA, the Financial Services and Markets Authority, which is the Belgian supervisory 
authority, seeks to ensure the fair and proper treatment of financial consumers and to 
ensure the integrity of the financial markets. Within the prudential framework, the FSMA 
supervises Belgian pension funds’ governance, funding plans, investment strategy and 
official documents.

The Board members of United Pensions are held accountable by the FSMA and need to 
be able to show that they have followed due process, and acted in the best interests of 
members. There are two independent Board members including a prominent figure in the 
Dutch Pensions industry.

For United Pensions, the FSMA approves each new application before an employer can join. 
Following their review, they share the application file with the Dutch supervisory authority 
(DNB - De Nederlandsche Bank) which verifies that the correct procedure has been followed 
and confirms any Dutch social and labour law provisions. This close interaction ensures a fully 
compliant process from the perspective of both jurisdictions. 

3.1.2 Internal auditor

The internal auditor is an independent and external position. He is certified and must not be 
the external auditor, actuary or compliance officer. He deals with all the activities of United 
Pensions, reporting on the adequacy, appropriateness and effectiveness of the internal 
control processes.

3.1.3 External auditor

The external auditor is appointed by the General Assembly. He must be certified and 
independent, meaning he must not hold any other supervisory positions.

He certifies the technical provisions, draws up the annual reports and makes sure that United 
Pensions has taken the correct administrative, accounting and internal control measures and 
reports to the FSMA accordingly.

3.1.4 Actuary

The actuary is appointed by the General Assembly and must be approved by the FSMA. 
He must be certified and independent, meaning he must not hold any other supervisory 
positions, including internal or external auditor or compliance officer.

He advises on the funding plan, the reinsurance and the technical provisions. He submits the 
annual actuarial report directly to the FSMA.



3.1.5 Compliance Officer

The compliance officer is also an independent position. The  person is certified and 
must not be the external auditor, internal auditor or actuary. Their task is to assess 
whether the rules on integrity are being observed for all United Pensions activities and 
to address any shortcomings.

3.1.6 Pension Fund Manager

The pension fund manager is appointed by the Board of United Pensions and is 
responsible for following the document operational governance procedures. This is 
supported by an electronic governance system.

3.2 Difference in decision making and responsibilities 

When we compare the structure of the different accountability bodies at a Dutch pension 
fund and a European pension fund, it becomes clear that the tasks and responsibilities are 
allocated differently. Below is a diagram illustrating how decisions on the pension policy are 
made by United Pensions.

3.2.1 Pension agreement

Employer contribution requirements and indexation (either conditional or unconditional) are 
clearly established in the pension agreement or pension rules. Other commitments may also 
be recorded in the agreement or rules, such as an implementation of the Dutch participation 
model with the social partners.

3.2.2 United Pensions – European Pension Fund

The structure of the pension fund vehicle, United Pensions, is clearly described in 3.1 above. 
The employer is represented as a contributing company with a vote at the General Assembly.

3.2.3 Pension Council

The roles and functions of the Pension Council can be determined when a company joins 
and are fully flexible. A Pension Council is not mandatory and the responsibilities may include 
information, advice or consultation, depending on the council’s focus. The terms are set out 
in a charter.
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4. Asset Management

United Pensions provides you access to a world-class investment strategy 
which is monitored and managed professionally on your behalf. We 
implement your investment strategy through Aon’s global investment 
platform which invests €100bn of pension assets for our clients. This 
delivers global scale and buying leverage as Aon advises on almost 
€5 trillion assets. We are able to bring underlying funds onto our 
platform and negotiate highly competitive fund manager charges.

Aon’s manager research department is staffed by over 80 specialists who monitor 
over 4,000 external funds and managers worldwide. This enables us to select the 
best fund managers for particular asset classes. We construct optimal blended 
funds with different risk profiles and change the constitution of these funds as 
individual fund manager performance and market conditions change.

Through United Pensions we will guide you to select an investment strategy depending 
on the appropriate level of risk you are prepared to accept. United Pensions offers 
six different investment mixes, UN 1 to UN 6. The following investment mixes 
of growth assets / fixed-interest securities are offered: 65%/35%, 50%/50% and 
35%/65%. An active or passive variation can be chosen for each investment mix.

Within the passive variations, we apply ‘smart passive’ solutions, such as 
minimum volatility and fundamental indexation. This is designed to ensure a 
better risk-return ratio compared to traditional passive investments.

In addition to the above activities, United Pensions also provides 
strategic advice including a full ALM study every three years.

UN1/UN4 UN2/UN5 UN3/UN6

Fiduciary Management Aon-HRMSL Aon-HRMSL Aon-HRMSL

Liquidity Monthly Monthly Monthly

Real assets 65% 50% 35%

Fixed-interest securities 35% 50% 65%

Bandwidth +/5% +/5% +/5%

Structure Fund of funds Fund of funds Fund of funds

*HRMSL ( Hewitt Risk Management Services Limited) is part of Aon and responsible for selecting and monitoring the asset managers.



4.1 Defined benefit pension financing

United Pensions was initially established to deliver defined benefit (DB) pension benefits in 
the Netherlands. The future cost of the benefits are met by the employer and are dependent 
on a combination of future experience including investment returns and developments in 
life expectancy. Financing requirements differ greatly between different pension financing 
vehicles and lead to very different cash requirements and implications for benefits.

Dutch pension funding requirements are prescriptive and very prudent. This leads 
to high employer cash costs for insurance vehicles, company pension funds and 
General Pension Funds (APF) in the Netherlands. United Pensions offers the potential 
to reduce employer cash cost without reducing benefits, and can lead to increased 
ability to deliver indexation of benefits for members making a strong business case.

4.2 Defined contribution benefits

Pension benefits can be defined contribution where the actual pension commitment 
comprises the contribution made each year. The amount of the eventual pension is 
determined by the amount of the saved pension capital on the retirement date (including 
contributions and investment return) and the market conditions for purchasing a pension.

In this case a different supervisory framework has less impact as there are no financing 
differences. However, United Pensions is also able to deliver defined contribution benefits 
for employers in the Netherlands, either as a stand-alone arrangement or linked to a defined 
benefit plan. This allows you to take full advantage of the economies of scale of our global 
investment platform. Moreover, we are introducing an innovative variable pension option 
which will be attractive for some members looking for more flexibility in retirement options.



5.1 Supervisory framework

As previously discussed in paragraph 1.1, Belgian legislation applies a principle 
based approach to prudential supervision and rules on solvency. It is a myth that 
governance and control are far more relaxed in Belgium than in the Netherlands. 
Governance and regulation in Belgium is covered by the same EU Pension Directive 
as applies to the Netherlands, and must satisfy the same prudent person principles. 
Under European regulations, the Belgian supervisory body (FSMA) merely interprets 
these elements differently from De Nederlandsche Bank (DNB) in the Netherlands. 
However, this in no way means that the Belgian regulations are any less stringent.

The Netherlands has a rigid supervisory framework geared towards quantitative factors 
with numerous rules (rule based). Every fund must abide strictly by those rules, without 
questioning whether this actually makes sense for the specific situation of a particular fund. 
In Belgium, you are required to explain clearly why you have adopted a certain approach. 

One of the fundamental Belgian differences is the strict limitation on underfunding. The 
FSMA subjects the financial health of the sponsor/employer to very close scrutiny. Before 
approval is granted, the FSMA engages in discussions with the sponsor, during which the 
financial viability of the pension scheme in the short and long term must be demonstrated.

Belgian legislation makes no provision for a situation where no sponsor or 
employer is involved. For closed-end pension funds with no pension financing 
agreement it is possible to find a limited role for a sponsor/employer.

5. Main differences compared with a Dutch APF

United Pensions appears very similar in broad terms to the new 
multiple employer General Pension Fund (APF) in the Netherlands 
which was introduced in 2016. However, United Pensions differs 
in a number of key respects from the APF. These are: 

• Supervisory framework

• Ring-fencing

• Degree of influence/Co-determination

We will briefly discuss each of these differences below.



5.2 Ring-fencing 

At United Pensions, separate assets are held for each employer. This is commonly referred to 
as ring-fencing. 

In an APF, employers can participate in ‘group sections’. These group sections do have 
segregated assets, but the investments of various employers within the section are not 
separated from each other which can give rise to cross-subsidies. 

5.3 Degree of influence/Co-determination 

Within United Pensions, an employer representative can attend the General Assembly (see 
paragraph 3.2.2). In addition, a pension committee (under Belgian legislation) can be formed 
covering parties such as the Works Council, employer representatives and pensioners.

With an APF, each section has its own stakeholders’ body. There is no representation on the 
APF’s governing body. Thus the degree of influence and co-determination within the fund is 
more limited than at United Pensions.

6. 6. Summary of FAQs
How does a cross-border European pension fund work?

The Pension Funds Directive, Directive 2003/41/EC, came into effect in 2006 and contains 
rules applicable to all funded occupational pension vehicles in Europe. The directive 
enables any European Pension Fund to act on a cross-border basis and cover employers 
and employees based in other EU Member States. While De Nederlandsche Bank (DNB) 
supervises pension funds in the Netherlands, the European Pension Funds are supervised by 
the authorities in the countries in which they have been established. This supervision mainly 
relates to the requirements regarding governance and funding. Pension benefits continue to 
be governed by the tax, social and labour legislation where members are employed. 

Are the different employer sections of United Pensions pooled? 

No, the capital/funds of each employer are fully segregated. This is called ‘ring-fencing’. No 
employer can be required to make up a shortfall arising from the pension section of another 
employer. That is not the case with a Dutch sector-wide pension fund or a group section in 
an APF. 



What makes United Pensions an attractive option for employers? 

Setting up a European pension fund is a costly business. European Pension Funds are only 
set up by large multinationals who want to consolidate the financing and governance of 
their pension arrangements in several countries into a single pension fund. For smaller 
businesses, the costs of setting up their own fund are too high compared with the benefits.

United Pensions is an existing cross-border European Pension Fund, in which multiple 
companies participate. As an employer, therefore, you do not have to set up anything; 
you can simply make use of an existing structure. Because the costs are borne by 
several companies, they are lower than those of a company pension fund.

Moreover, you are no longer responsible for pension fund governance. There is a single 
professional board of governors for all companies participating in United Pensions. This 
board may not make any decisions on the various pension benefits or on their funding; 
these agreements are laid down in advance in each pension scheme’s legal documents.

What is the advantage of Belgium?

Different financing rules may be used subject to agreement of the Belgian supervisory 
authority. This means that employer contributions are more stable and less dependent 
on the actuarial interest rate, which constantly fluctuates. Solvency requirements are 
also calculated differently to the Netherlands. The Belgian funding outlook is long term, 
and there is significant flexibility to meet the differing needs of many companies. 

Will my pension entitlement be in safe hands with a “foreign” pension fund?

The basic requirement of any European Pension Fund is that there should always be sufficient funds 
to cover the benefits when they fall due. The aim is to protect the participants and pensioners. 
According to European regulations, the supervisory authority in the country where a European 
Pension Fund is established must ensure that the pension scheme complies with the applicable 
regulations. The Belgian regulator assesses the financial position of United Pensions every year 
and will require additional contributions from any employer whose assets are not sufficient. 

Is the supervision of pension funds less strict in Belgium?

Supervision in Belgium is no less strict than in the Netherlands, but Belgian pension funds are not 
structured in the same way as Dutch pension funds. The main difference lies in the fact that Belgian 
pension funds (and therefore United Pensions) have an obligation of means which means the 
Management Board must do its utmost to obtain certain required results. The eventual obligation 
(ie, ensuring that employees receive their pension benefits) remains with the employers.
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This explains why, under Belgian law, pension rights cannot be cut as long as 
there is an employer, since the employer will always, in whatever circumstances, 
have to contribute to guarantee previously-acquired pension rights.

This legal background plays a role in the way commitments are valued (including the 
parameters for the valuation) and the way the funding ratio is determined. The situation 
is obviously different for Dutch pension funds where accrued pensions can be reduced 
if the funding ratio is too low, regardless of whether the employer still exists. 

If Dutch pension benefits are financed within the Belgian prudential framework, the Dutch 
social and employment conditions legislation applies, so the accrued pensions can be 
reduced. However, this must be explicitly mentioned in the commitment to participants.

Like the DNB, the Belgian supervisory authority (FSMA) puts the interests of the 
participants first; and its supervision is geared to this. The supervision in both 
countries must comply with European legislation and regulations. It is also important 
to know that all matters related to Dutch social and labour law will continue to apply 
in full in United Pensions, and will continue to fall under the supervision of the Dutch 
supervisory authority. In short, not less supervision, but a different kind of supervision. 
In the Netherlands, pension cuts are a last resort, so that must also be the case in the 
Belgian framework. Therefore, additional buffers are needed compared with a situation 
in which the employer has a requirement to make up any funding shortfalls.

How do those regulations work in Belgium?

In Belgium, compliance with the IBP Act (Supervision of pension funds –Wet betreffende 
het toezicht op instellingen voor bedrijfspensioenvoorziening) is mandatory. This 
law does not contain any specific, quantitative regulations with regard to actuarial 
interest rate, solvency requirements, recovery plans or self-funding premiums.

This is different from the situation in the Netherlands, where DNB sets out 
everything in great detail. This is also referred to as ‘rule-based’ supervision. 

The supervision by the Belgian supervisory authority (FSMA) is ‘principle based’. 
An employer may decide on the criteria for the premium setting, but must 
convince the FSMA that the basis is prudent and will be sufficient to deliver the 
agreed benefits to participants with a reasonable degree of confidence. The 
FSMA also takes the company’s financial circumstances into consideration.

www.unitedpensions.nl
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