Regulation On

Participation in and Contributions

to the Maldives Retirement Pension Scheme

Introduction

The Maldives Pension Act (“the Act”) provides for the establishment of the Maldives Retirement Pension Scheme (“MPRS” or “the Scheme”).  The Maldives Pension Administration Office (“MPAO”) is responsible for the Scheme’s implementation, regulation and supervision. The MPRS is a fully funded pension scheme that is intended to provide pensions to persons who work in the public and private sectors.  The Scheme is funded by mandatory and voluntary contributions by Employers and Employees and contributions made on a voluntary basis by Self-employed persons.

Under the Act, the MPAO is required to:

· make arrangements for the enrolment of public-sector Employees and determine a time frame for the enrolment of private-sector Employees in the MRPS no later than twelve (12) months after the Act comes into force, Articles 12(e) and (f) of the Act; and

· determine procedures and issue regulations for the payment of Employer and Employee contributions to the Scheme, the participation of Self-employed persons, and the reporting of contributions to the  MPAO within six (6) months of appointment of the MPAO Board, Articles 14(a), (b) and (c) of the Act.

This regulation is intended to satisfy these requirements.  

It provides information to Employers regarding their obligations under the Act, including their obligation to register and enroll Employees, submit information to MPAO in the form of Statements of Pension Contribution, remit contribution payments in a timely manner, and retain certain records.  It also provides information on additional, voluntary contributions that Employers and Employees may make to the Scheme and explains how Self-employed persons may participate.  The regulation also describes the fines and penalties that MPAO may impose for noncompliance and identifies the dates on which the Scheme will commence. These dates differ for public-sector Employers, State-owned enterprises and public limited companies, and other private-sector Employers, and Self-employed persons.

The MPAO will publish additional information regarding the process by which Employers are to remit contributions and submit related information in an instruction manual(s) prior to the date on which they are first required to participate in the Scheme.  The instruction manual will also provide information for Employees seeking to make voluntary contributions to the Scheme and Self-employed persons desiring to participate in it. 

This regulation is issued in accordance with Articles 3, 6, 12, and 14 of the Act.

Employer Obligation to Register and Enroll its Employees in the Scheme 

1. Article 12(b) of the Act makes it the responsibility of every Employer to ensure that all of its Employees who are between the ages of 16 and 65 participate in the MRPS and that timely contributions to the Scheme are made on their behalf.  An Employer need not enroll and make contributions to the Scheme on behalf of an Employee until the first date on which he or she is paid wages after the date he or she attains age 16. Contributions need not be made for Employees in connection with any wages paid after he or she attains age 65.  

2. To satisfy this obligation, each Employer shall register with the MPAO and enroll its Employees, and thereafter commence making contributions to the Scheme in accordance with this regulation. Failure to do so shall constitute an offense under Article 12(c) of the Act for which fines may be assessed, in accordance with provisions set forth below at Section 38-45.  

3. An Employer commences its Employees’ participation in the Scheme by registering with the MPAO and, simultaneously, enrolling its Employees.  To do so, an Employer shall complete a form designed for this purpose and submit it to the MPAO.  The form will be an electronic document, on which the Employer shall provide the following information: 

-
Name of Employer

-
Address

-
IRD number, if one has been assigned

-
Date on which Employees will next be paid

-
For each Employee

-
 Name of Employee, 

- 
DNR number (or work permit and passport information if the Employee is a Foreign Worker)



-
Date of birth

-
Pensionable Wage most recently paid to the Employee

- 
the date of commencement of employment

-
Other information the MPAO determines it needs to administer the Scheme.

4. The Employer shall submit complete and accurate information to MPAO with respect to the registration of the Employer and the enrolment of its Employees. The MPAO will validate information provided by the Employer against identifying information previously provided to other governmental institutions to ensure its accuracy. After validation, MPAO will assign each Employer a Pension Number when it registers.  Employers that have previously been assigned an identification number by Inland Revenue (“IRD number”) shall provide their IRD number, and MPAO shall issue an identical Pension Number.  MPAO shall otherwise issue and assign a Pension Number to each Employer that does not have an IRD number.  Interim procedures applicable to institutions registering and enrolling Employees in 2010 are described in Section 52.

5. A newly-established Employer commencing business after the effective date of this regulation (applicable to the particular Employer), see Section 49 below, is obligated to remit contributions described in this regulation to the Scheme no later than seven (7) working days after the date upon which it first pays its Employees in accordance with the provisions of Section 8, below, and it is obligated to register and enroll its Employees in time to comply with its remittance obligation. An Employer that is already operating at the time of the effective date applicable to it should refer to the transition provisions at Sections 48-52 of this regulation to determine the dates by which it must register and enroll its Employees and commence making contributions to the Scheme.

6. Upon an Employer’s successful registration and enrollment of its Employees, the MPAO will issue a confirmation to it.  The confirmation shall include the following information: the Employer’s Pension Number, a summary of the information it has provided regarding its Employees, and an indication that the submission has been accepted.

7. The MPAO will establish alternative methods by which Employers may register and enroll its’ Employees.  These methods shall be designed to be suitable for larger and smaller Employers. MPAO will publish specific instructions regarding each alternative method of SPC submission no later than April 1, 2010 for public-sector Employers and will issue instructions to private-sector Employers and Self-employed person in 2011 prior to the date on which their participation in the Scheme commences.

Employer’s Validation of Information and Remittance of Contributions Owed

8.  Every Employer must remit contributions to the Scheme within the time frames established under Article 15(2) of the Act.  This obligation is applicable to every Employer, regardless of how many Employees it has. It is applicable each time the Employer pays wages to an Employee. Specifically, an Employer must remit the total amount of money that it and each of its Employees is required to contribute to the Scheme no later than the earliest of the following dates:

· Seven (7) working days after the date on which the Employee(s) are paid;

· Seven (7) working days after the date on which the Employee(s) were required to be paid under the Employment Act or other law or regulation;

9. An Employee may not remit contributions without first validating information regarding its Employees and the amounts it is required to contribute.  Specifically, prior to remitting contributions, an Employer must submit a Statement of Pension Contributions (“SPC”) to MPAO that shall reflect the following:

- 
date of the payment of the wages upon which contributions are based;

· changes in any information submitted previously to MPAO, including  changes in wages and allowances relevant for calculation of the Pensionable Wage, new hires and terminations;

-
 mandatory Employer and Employee contribution amounts to be remitted for each Employee, including amounts an Employer pays in lieu of Employee contributions under Section 16;

-
 voluntary contributions withheld from Employee pay at the request of an Employee (which also must be remitted within the same time frame);

-
any additional amounts an Employer may contribute on behalf of its Employees under Section 16; 

-
any other information that MPAO determines necessary to ensure the accurate, timely remittance of contributions or the efficient administration of the Scheme. 

.

10. The Employer is responsible for calculating the Employer and Employee contributions required to be remitted for each Employee in accordance with this regulation and accurately reporting these amounts and all other information required on the SPC.

11.  The Employer shall submit the SPC electronically or in a manner acceptable to the MPAO. The MPAO may automatically or otherwise validate information provided. 

1. If the information is validated and the SPC is accepted by the MPAO, MPAO will issue a corresponding Receipt Notice and Payment Voucher to the Employer.  The Receipt Notice shall include a confirmation that the SPC has been accepted by MPAO and reflect information that the Employer has provided.  The Payment Voucher, which shall include the information described n Section 12, must accompany an Employer’s remittance of the contributions it owes. The Employer may remit contribution only with an accompanying Payment Voucher.

2. The MPAO shall refuse to accept an SPC if it identifies errors, anomalies or inconsistencies in the Statement itself or when it is compared to prior submitted Statements. In such cases, the reasons for the rejection of the SPC will be stated on the Receipt Notice, and the Employer will have the opportunity to address them.  The Employer is required to correct the information (or validate its accuracy) before the MPAO will accept the SPC and issue a corresponding Receipt Notice and Payment Voucher.

3. The Employer is responsible for submitting the SPC and receiving a Receipt Notice and Payment Voucher in sufficient time to remit contributions within the time frame established in the Act and described at Section 8, above.

4. The MPAO shall establish alternative methods by which Employers may complete and submit the SPC.  These methods of electronic submission shall be designed to be suitable for larger and smaller Employers. MPAO will publish specific instructions regarding each alternative method of SPC submission no later than April 1, 2010 for public-sector Employers and will issue instructions to private-sector Employers and Self-employed person in 2011 prior to the date on which their participation in the Scheme commences.

12.  A Payment Voucher must accompany an Employer’s remittance of contributions. The Payment Voucher shall include the following information:

-
Name of Employer

-
Employer’s Pension Number

-
Tracking number

-
Information regarding the Scheme’s bank account

-
Amounts due for the pay period expressed as a total of the aggregate amount of Employer and Employee contributions to be remitted.

-
Date by which contribution must be remitted to be deemed timely under this regulation 

13. An Employer may remit payment in the amount identified on the Payment Voucher at any bank that has been approved by MPAO.  MPAO shall maintain and publish on its website a register of approved banks. Payment may be in cash or cheque, or provided MPAO-approved facilities are available, by electronic transfer to the Scheme’s bank account, which shall be identified on the Payment Voucher.   Additional facilities and methods of payment shall be established by MPAO as available technologies permit.

14. An Employer with [five (5) or fewer] Employees will be permitted to make remittances under simplified procedures in lieu of the process described in Sections 8-13, which MPAO shall describe in the instructions described in paragraph 2 of Section 7 of this regulation.

Amount of Contributions to be Remitted 

15. Each Employer and each Employee (between age 16 and 65) shall pay a minimum of 7% of the Employee’s Pensionable Wage into the Scheme, except as otherwise described in this regulation. In accordance with the Act, the Pensionable Wage means the salaries and allowances determined to be pensionable wage by the Board of the MPAO.  The MPAO shall issue regulations establishing Pensionable Wage applicable to wages paid on or after May 1, 2012.  The regulations shall be issued no later than November 1, 2011.  (The interim definition of Pensionable Wage is described in the transition provisions at Section 53 of this regulation.)

16.  An Employer may elect to pay contributions in addition to the 7% minimum required.  Specifically,

· In accordance with Article 14(a) of the Act, an Employer may make voluntary contributions above the minimum requirement without limitation, except to the extent a limitation is imposed by MPAO under Section 17 of this regulation;

· In accordance with Article 14(e) of the Act, an Employer may elect to pay the Employee’s share of mandatory contribution, in whole or in part, rather than withholding it from an Employee’s income.  

17.  Any Employee may elect to make voluntary contributions in addition to the minimum contribution he or she is required to make under the Act, subject to the maximum contribution limitation, as described in Section 28, below.

18. The MPAO has authority to impose limitations and, if it determines it necessary or appropriate to do so, it may adjust this limitation or impose additional ones.  The factors that the MPAO will consider when assessing whether to take such action include:

· The extent to which the Scheme unfairly favors higher paid Employees

· The extent to which the contributions of lower paid Employees are too small to provide adequate replacement of income at retirement

· Economies of scale and transaction costs associated with small contribution amounts

· Costs imposed on Employers and Employees if limitations were established

· Any other factor MPAO determines relevant to ensure the proper operation of the Scheme and implementation of the Act.

In accordance with its authority to establish contribution limits, limitations are imposed on the permitted, annual amount of voluntary Employee contributions (Section 28, below) and the annual amount permitted to be contributed by a Self-employed person (Section 34, below).

Establishment of Retirement Savings Accounts for Employees Participating in the Scheme

19. Upon receiving information regarding an Employee and receiving a contribution on his or her behalf, the MPAO shall establish an account in the Scheme (“Retirement Savings Account” or “RSA”) for each Employee who is enrolled in accordance with this regulation.

(1) Each Participant shall be identified by his or her Department of National Registry (“DNR”) identification number, and a single account shall be established for each DNR number provided by any Employer or Self-employed person.

(2) All remittances that Employers make in connection with a particular DNR number shall be credited to the associated account, regardless of the identity of the Employer making the contributions.  If a Participant has more than one employment relationship, each Employer shall remit contributions to the Scheme on the Employee’s behalf, which shall be credited to the same account for the Participant, and similarly, if a Participant changes Employers, the remittances shall continue to be credited to the account previously established for that person.

(3) Accounts established for Foreign Workers who do not have a DNR number shall be identified by work visa number and passport number, and their accounts shall be similarly consolidated and portable.

20. Accounts shall be similarly established for Self-employed persons who elect to participate on a voluntary basis, enroll in the Scheme and commence contributions, as described in Sections 30-32, below.

Post-Payment Adjustments of Information and Contributions Remitted

21. If an Employer believes it has erroneously overpaid or underpaid contribution amounts on behalf of an Employee as a result of an error it made on an SPC, it shall request an adjustment by electronically submitting another complete, revised SPC that includes the correct information. Such a request must be made within a period of 1 year. A Receipt Notice will issue, providing the Employer a record of the adjustment. All adjustments are made on an individual account basis, reflecting corrections of error pertaining to accounts of the specific Employee(s) for whom over- or underpayment was made.

22. If the Employer has underpaid, and the adjustment results in an Employer owing additional monies to the Scheme, a Payment Voucher will issue electronically, which states the amount the Employer must remit and the deadline for doing so.  The deadline for payment of the underpaid amount owed is set in accordance with Section 8.  

23. If the Employer has overpaid, and the adjustment results in the Scheme owing the Employer money, the Employer may request return of the overpayment.  An Employer requesting such payment shall submit a request for return of payment to MPAO on a specified form which MPAO shall issue. In such cases the MPAO must only return the overpaid amount. 

24.  The Employer is responsible for returning overpayments to an Employee (or former Employee) if the overpayments are the result of withholding an incorrect amount from an Employee’s pay.

25. If a Participant believes that an Employer has erroneously underpaid contributions on his or her behalf, failed to remit contributions withheld from pay, or over-withheld and remitted too much money, he or she shall contact the Employer to resolve the matter. Failing resolution with the Employer, the Participant may contact the MPAO and request for an account statement and within 6 months from the date of receipt of the account statement, the participant may report the issue and seek an adjustment. In such cases, the MPAO will review the records and, if appropriate, order the Employer to make proper adjustments.  If the MPAO discovers an overpayment or underpayment of contributions, it shall contact the Employer in order to make proper adjustments. The Participant will be informed in writing of the MPAO determination and any action it takes.  

26. An Employer must correct any underpayment of contributions upon discovery of the error.  Regardless of time of discovery, the Employer remains required to remit the amount owed no later than seven (7) days after date on which the relevant wages (upon which the contribution is based) were paid.  If the Employer remits the amount owed after that date, MPAO will assess fines under Section 40 below.  Fines under Section 40 shall be assessed in such cases regardless of when the Employer discovered the underpayment. MPAO also may assess additional fines where applicable. If the MPAO determines an Employer’s error(s), regardless of whether resulting in underpayment or overpayment, are the result of gross negligence or intentional acts by the Employer, or which present a pattern of carelessness or disregard for legal obligations, the Employer may also be assessed further penalty or fine under Sections 38-46.

Additional Voluntary Contributions by Employees

27. Employees may make additional contributions to the Scheme on a voluntary basis, and such contributions will be credited to their accounts.  

28. An Employee’s total, annual voluntary contributions may not exceed 14% of the Pensionable Wage of the highest paid public servant paid in the prior calendar year. Any changes to the relevant Pensionable Wage during a calendar will be applied in the following calendar year.  The MPAO will establish administrative procedures to monitor the amount of voluntary contributions an Employee makes on each calendar year to ensure that the limit is not exceeded.

29. An Employee may make voluntary contributions in the following manner:

1. By requesting that his or her Employer withhold voluntary contributions from his or her pay and remit the amounts requested within the same time frames that mandatory contributions are required to be remitted under this regulation, where an Employer agrees to process such requests; or

2. By making contributions in the same manner as a Self-employed person under Sections 30-34 of this regulation. 

With respect to paragraph 1 of this Section, if the Employer permits the Employee to make voluntary contributions by requesting the contribution be withheld from his or her pay and remitted to the MPAO by the Employer, such amounts shall also be reflected on the SPC submission made in connection with that payment of wages.

Voluntary Participation of Self-employed persons

30.  A Self-employed person may participate in the MRPS on a voluntary basis.

31.  A Self-employed person seeking to participation in the Scheme shall enroll in the Scheme at the time that that person intends to make his or her first contribution to the Scheme. 

32.  A Self-employed person enrolling in the Scheme shall provide the following information:

-
Name

-
DNR number

-
Contact information, including address and 

-
The amount of contribution

-
Other information the MPAO determines it needs to administer the Scheme.

33. A Self-employed person may make a contribution after having previously enrolled at any time In accordance with detailed instructions, which MPAO  shall issue at a later date.

34.  A Self-employed person’s total, annual voluntary contributions may not exceed the lesser of 14% of his or her pensionable wage and 28% of the Pensionable Wage of the highest paid public servant paid in the prior calendar year, set in accordance with Section 28.  The term “Pensionable wage” for purposes of this Section shall be defined by MPAO in additional regulations. 

Recordkeeping Requirements of Employers

35. Each Employer is required to keep and retain the following books and records for a period of at least six (6) years:

-
Payroll records

-
Statements of Contribution and any other information or reports submitted to, or filed with, the MPAO under this regulation

-
Receipt Notices and Payment Vouchers

-
Statements of wages provided to each Employee under the Employment Act

-
Written employment contracts shall be retained for six (6) years after an Employee leaves employment with the Employer.

Provision of information to Participants 

36. The Pension Office shall issue annually a Statement of Account to each Participant. 

37. Employers are required to provide a “statement of wages” to each Employee under Section 53 of the Employment Act for each payment period and to include on the statement the “details of any deductions from the total wage and the reason for the deductions”.  Amounts withheld from Employee pay to comply with this Act and regulation shall be considered deductions to which Section 53 is applicable, and it is the Employer’s obligation to reflect them on the statements of wages it provides to its Employees.

Fines Imposed and Actions Taken on Employer Noncompliance

38.  Delinquent Employer Registration and Delinquent Enrolment of Employees.

1. Any Employer, including any Employer to which the transition provisions at Section 49 apply, that fails to register and enroll Employees in accordance with the requirements of the Act and this regulation, or registers itself after the date required under this regulation, or enrolls one or more of its Employees after the date required under this regulation, shall pay a fine to MPAO in accordance with Articles 12(b), 12(c) and 23(b) of the Act.  

2. The fine shall be MRF 500/- per each month of delay in registration of employer

39. Failure to Make Timely Submission of SPC. 

1. Failure to submit an SPC when required to do so under this regulation shall result in a fine payable to MPAO in accordance with Section 23(b) of the Act.

2. The fine shall be MRF 100/- per each instance of breach.

40.  Failure to Withhold Employee Contributions or failure to Make Timely Remittance of Contributions to the Scheme.

1. Under Article 15(2) of the Act, any Employer that fails to remit Employer or Employee contributions, in whole or in part, within the time limits prescribed in the Act and this regulation, is liable to pay a fine taking into account the arrears and the delay.

2. The fine shall equal two percent (2%) of the delinquent contribution amount for each month of delinquency.  The 2% fine shall accumulate monthly on a compounded basis, and, in the case of a partial month, shall be prorated. The fine shall be calculated from the date due under Section 8 of this regulation and, it shall be deposited in the account of the affected Employee(s).

3. An Employer that seeks to remit only partial payment of contributions due to the Scheme may do so only in accordance with Section 42.

41. Record keeping violations

1.  Any Employer who fails to keep records in accordance with this regulation shall be deemed in violation of this regulation and shall pay a fine to MPAO.

2. 
The fine shall be equal to not less than Mrf 500/- and not more than 50,000/- Mrf depending on the extent and severity of the violation.

42. Partial Payment of Contributions Owed.

An Employer that is unable to make full payment of the amount identified on a Payment Voucher shall report to the MPAO and inform it of the amount it is able to pay, and may negotiate a payment schedule for which a valid Payment Voucher may be generated. However, in no case will payment obligations be waived, and in no case will fines assessed under Section 40 be reduced or waived.  The MPAO shall issue additional regulation at a later date, which describes the process by which payment schedules may be adjusted and which identifies the conditions under which such an adjustment shall be permitted. 

43. Fiduciary Breach

1.  Contributions that are required to be remitted under the Act and this regulation are Pension Assets, and an Employer exercising discretionary authority and control over their disposition shall be obligated do so in a manner consistent with the standards established for Fiduciaries in Article 13 of the Act.

2. An Employer’s breach of these obligations shall be a breach of the regulations for which the Employer may be civilly or criminally liable, and for which MPAO may bring legal action to the appropriate court under Article 24 of the Act. 

44. Fines and penalties set forth in this regulation shall be applied cumulatively, and no violation of the Act or this regulation shall be considered a lesser violation included in, or subsumed under, or reduced by the imposition of, another.

45. Upon discovering any noncompliance with the Act or this regulation, the MPAO shall issue written notice of the violation to the person incurring the violation, which states the nature of the violation, the relevant dates and amounts involved, and the fine imposed.  If the person fails to reply and pay the fine (or fails to make arrangements to make payment), the MPAO shall issue additional notices thirty (30) days and sixty (60) days after the initial written notice was issued. If the person fails to rectify the matter within thirty (30) days after the second notice was issued, the MPAO will refer the matter to the courts and so inform the person in writing.

Requirements for Employment Contracts

46. Each Employer shall ensure that written contracts of employment entered into with Employees contain a provision stating that pension contributions will be deducted from Employee’s pay and the Employer will make contributions in accordance with the Act and this regulation. An Employer shall amend its written contracts of employment with its Employees to include this provision prior to the first payment of wages in which wages are withheld from the Employees’ pay.

Taxation relating to Contributions

47. Contributions made by Employers, Employees, and Self-employed persons to the Scheme within limitations set forth in this regulation shall not be subject to personal income tax.

Transition Provisions and Effective Dates

48. Commencing on the dates identified below, public sector and private sector Employers and Employees shall be obligated to make contributions required under the Act and this regulation.

1. Public sector Employers are required to register with MPAO and enroll their Employees no later than April 15, 2010, and shall begin making contributions to the Scheme in connection with the first payment of wages occurring after May 1, 2010.

2. Private sector Employers shall begin participating in the Scheme as follows:

a. State-owned enterprises and public limited companies are required to register with MPAO and enroll their Employees no later than April 1, 2011, and shall begin making contributions to the Scheme in connection with the first payment of wages occurring after May 1, 2011.  They may make contributions in connection with the first payment of wages occurring after April 1, 2011 on a voluntary basis.

b. All  private-sector Employers not referred to in subsection a. are required to register with MPAO and enroll their Employees no later than April 15, 2011, and shall begin making contributions to the Scheme in connection with the first payment of wages occurring after May 1, 2011.

49. Self-employed persons will be permitted to join the Scheme and make voluntary contributions to it beginning on May 1, 2011.

50. Employees may begin to make voluntary contributions to the Scheme on in connection with the first payment of wages for which mandatory contributions are withheld under Section 49.

51. public-sector Employers must also register with the MPAO as provided in section 4-5 of this regulation and must enroll its employees.  

52. For all wages paid prior to May 1, 2012, the term “Pensionable Wage” shall mean the Basic Wage. Basic Wage is the amount declared in the Employment Contract as Basic Wage, regardless of any deductions made in any pay period from that amount.  Employers withholding the 7% mandatory Employee contribution from an Employee’s pay shall do so prior to taking any deductions from wages.  The Pensionable Wage applicable after May 1, 2012 shall be established in accordance with Section 15 of this regulation.

53. Protection of pension rights of existing pensioners

· Existing pensioners who are 65 years of age or above on the date of the Pension Act coming into force (13 may 2009) shall continue to receive the pension (under the previous govt. employee’s pension scheme) for the entire life

· Existing pensioners who are below 65 years on the date of the Pension Act coming into force (13 may 2009) shall continue to receive the pension (under the previous govt. employee’s pension scheme) until they reach the pensionable age (65 years)

· Accrued pension rights of the public sector employees on the date the pension act came into force (13 may 2009) must be recognized as stipulated in Section 25 of the Pension Act.

54. Additional Regulation

Detailed regulations relating to payment of pension contributions, submission of information to MPAO relating to contributions, voluntary contributions and the participation of the self employed must be published by MPAO before the commencement date of contributions as per the Pension Act and this regulation.

 Definitions

55. In this regulation, the terms used in this regulation have same meaning as in the Act, unless otherwise articulated. 

“Pension Number” means an identification number that MPAO assigns to an Employer when it first registers and enrolls its Employees in the Maldives Retirement Pension Scheme.

“Receipt Notice” means a notice provided by MPAO to an Employer who submits an SPC via an automated, electronic process, and which provides notification that the submission has been accepted or rejected, information regarding the Employer and its Employees (as reported by the Employer), and, if the submission is to be followed by the remittance of contributions or the payment of other amounts owed to the Scheme, a Payment Voucher.
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