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Providing pensions and savings for your 
overseas assignees and expatriates can be 
something of a minefield. Do you keep 
them in a home plan, set up local plans, 
or simply pay them some extra cash and 
leave them to their own devices?  

When making this decision, you will 
no doubt consider a range of factors:  

Do you handle short-term secondments •	
differently to more permanent moves?  
What do the pension and social secu-•	
rity systems look like in the home and 
host countries? 
Is the person planning on returning •	
home or moving to another country 
after the assignment? 
Are they staying on the home country pay-•	
roll or transferring to the local payroll? 
Do you have a large workforce already in •	
the region, or is it a start-up situation? 

These are some of the obvious considera-
tions, but we can also throw some more 
challenging problems into the mix. These 
include:

The impact of currency movements•	
Poor and inappropriate investment •	
options
Political and economic stability•	
Security of assets against fraud and •	
financial collapse
Inflation risk•	
Taxation•	
Accessing accumulated benefits in the •	
future. 

You can’t, of course, be expected to man-
age and provide for every risk, but if you’re 
sending employees overseas the chances 
are that they have special skills or knowl-
edge that you cannot find locally. They’re 
probably highly paid, highly valued and 
enjoy a comprehensive package of ben-
efits back home – an important part of 
the attraction and retention of key peo-
ple. If your benefits package is designed to 
attract and retain the best people, and if 
your company ethos is to provide benefits 
that help employees to prepare for retire-
ment, why should the important people 
you send around the world to build the 
business be short-changed on their ben-
efits? At the very least, it’s important to 
have a good understanding of the real 
issues they face and to ensure that you 
have considered the pros and cons of all 
the options.        

The options
Let’s have a look at the main options. 
Certainly keeping those on a short-term 
overseas secondment in a home plan 
makes perfect sense. They are probably 
still being paid from their home country 
payroll, pay tax there, remain part of the 
social security system and will be back 
home soon. So why do anything else? 

For longer but still temporary assign-
ments staying in the home country pen-
sion is still, in many countries, a good 
option. For example a member of a UK 
occupational scheme can remain in the 
plan almost indefinitely. Personal pen-
sions are more restricted, with member-
ship having to stop after five years and 
some contribution restrictions coming 
into play once the person no longer has 
‘relevant UK earnings’. There is talk of 
the Government removing that five-year 
limit, but it seems likely that any tax relief 
will go at the same time. Some care is 
needed on employer contributions – they 
will normally continue to be tax deduct-
ible but only if they are ‘wholly and 
exclusively’ for the purpose of the trade. 
Certainly from a member’s perspective 
staying in a UK plan does look attractive, 
particularly if there is every intention to 
return to the UK once the assignment is 
over. For the better paid, the employee 
contribution limit on personal pensions 
of £3,500 may mean that some form of 
top-up plan is also needed and we return 
to that later.   

A point to note on UK personal pen-
sion plans is that the plan should be set 
up before the employee becomes resident 
overseas. The reason for this is that, while 
there is no statutory restriction on over-
seas workers joining a UK plan, the pro-
vider would need to have the appropriate 
permissions to transact business in the 
host country and for this reason most UK 
providers won’t admit overseas residents. 

   
The longer-term assignee and 
local pensions
So, we are reasonably comfortable about 
staying in the home plan for short-term 
assignments, subject to the caveats men-
tioned, but increasingly less so as the 
length of the assignment increases and 
the employee becomes more localised. 

Should a local plan be established for the 
longer-term assignee? In some cases the 
answer will be yes but, as indicated ear-
lier, there are potential drawbacks for our 
valued employee and it won’t always be 
an easy solution for the employer either. 
From the employee’s perspective, benefits 
tied up in a local plan can be harder to 
access in the future, a local bank account 
may need to be kept open and benefits 
will most likely be paid in the local cur-
rency. If our employee is globally mobile 
the problem becomes compounded with 
each new assignment. The currency issue 
is more important than is often realised, 
as the value of benefits can be severely 
reduced with moving currency values, a 
point brought into stark reality during the 
current economic crisis and highly vola-
tile exchange rates. 

Another challenge with locally approved 
plans is do they exist at all? Certainly in 
the Middle East the pensions and savings 
market is relatively undeveloped. Pen-
sions exist across many parts of Africa but 
very often have restrictions on who must 
manage the plan and where the assets 
can be invested. Being restricted to Local 
Government bonds and local investment 
funds may not be very attractive in some 
parts of the world. Economic and politi-
cal instability are also genuine concerns in 
parts of the Americas, Africa, the Middle 
East and Far East. Even where a good pen-
sion system exists, the employer still has 
the challenge of selecting the right plan 
and coping with local regulations, which 
may be disproportionately time consum-
ing for a relatively small workforce.     

What other options are available and 
are there any more robust solutions for 
your more permanent assignees and glo-
bal nomads? Many firms simply offer 
extra cash and let the employee make their 
own arrangements but, as we have already 
alluded to, it feels inherently wrong to 
provide less benefits for these highly val-
ued employees than is the case if they stay 
in their home country. Of course you may 
also have a contractual commitment to 
provide a pension. Unfortunately there 
are no pensions or savings plans available 
that have all the tax benefits of locally 
approved plans and yet remain secure and 
easily accessible wherever in the world 
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your employees may be. But there is an 
often-overlooked option that can over-
come many of the problems raised so far 
and which arguably should always be part 
of your deliberations.  

International pension plans
The ‘international retirement and sav-
ings plan’ or ‘international pension plan’ 
is a long-term savings plan for expatriates 
and globally mobile employees. Typically, 
but not always, these plans are based in 
an offshore location such as the Channel 
Islands or the Isle of Man for the simple 
reason of tax neutrality, as these locations 
levy no income or capital gains tax on the 
plan assets. Tax liability on payments in 
and benefits out are therefore determined 
by the location and tax position of the 
employee. They normally offer the facil-
ity of a number of currencies, give access 
to a broad range of investments and are in 
politically and economically stable loca-
tions. Increasingly they offer all of the sup-
port expected of, say, a UK pension plan, 
such as online functionality, which is argu-
ably even more important for those work-
ing overseas. Assets held in these plans are 
in a single place, regardless of the country 
of residence, and benefits can be paid out 
anywhere and in most currencies. 

Despite the neutral tax position in the 
offshore location, the lack of tax-advan-
taged status is a drawback. Increasingly 
contributions into plans held in offshore 
locations are being treated as immediate 
income and the employee is taxed accord-
ingly, a good example being the disguised 
remuneration changes introduced in the 
UK in 2011. But in most cases this makes 
the employee’s tax position no worse than 
the extra cash scenario, with the added 
potential of timing the withdrawal of 
benefits to minimise personal tax liabili-
ties. And, unlike most locally approved 
pensions, proceeds can normally be taken 
entirely as a cash lump sum. For the HR 
manager, such plans resolve a number of 
the problems associated with benefit pro-
vision for overseas assignees, but what are 
their drawbacks? As already mentioned, 
they’re not tax approved and there may 
some parts of the world or particular 
nationalities that the provider may not be 
able to accept, so not everyone can neces-
sarily join.   

Section 615 (6) ICTA 1988
On the tax point, for those companies 
with a UK presence there is a further type 
of international pension plan to consider 

which has some tax benefits. By establishing 
the plan in trust in the UK under Sec-
tion 615 (6) of ICTA 1988 (commonly 
referred to as a ‘Section 615 plan’), instead 
of an offshore location, a bona fide UK 
occupational pension plan is created. 
This will require ‘acceptance’ by HMRC 
and does not amount to a fully approved 
UK pension, but nonetheless enables the 
company to obtain corporation tax relief 
on contributions and there is no liability 
to N.I. contributions. A Section 615 plan 
also avoids many of the benefit restric-
tions that apply to approved UK plans 
and, as with an international pension 
plan, benefits can be taken entirely as a 
cash sum. The bona fide pension status 
also reduces the likelihood of contribu-
tions being taxable in the country of resi-
dence and benefits withdrawn on return 
to the UK will either be tax free or taxed 
on a proportionate basis, depending upon 
the time spent overseas. 

Given these advantages, you might 
wonder why Section 615 plans are not 
more commonplace and are there any 
particular drawbacks to them? Care will 
certainly be needed when setting up a 
Section 615 plan that includes employees 
working in the EU. Seconded employ-
ees shouldn’t be a problem, but if the 
employee has been localised then the 
cross-border pension regulations could 
be triggered. This is because the trust for 
these plans is established in an EU coun-
try, the UK, and a Section 615 plan is a 
recognised UK occupational pension 
scheme. Should a cross-border plan be 
created in this way the trustees would 
need to obtain the necessary authorisation 
and approval from the Regulator and the 
plan would need to meet the social and 
labour laws of each of the host countries – 
probably best avoided!    

International pension plans and Sec-
tion 615 plans have a number of possi-
ble applications. I mentioned earlier that 
restrictions apply on contributions to UK 
personal pensions once an employee has 
no relevant UK earnings, and that there 
is talk of any tax breaks being removed in 
the future. Most countries have similar 
restrictions and in any case may only offer 
tax breaks up to a relatively low ceiling for 
all plan members. International plans are 
therefore often used to top-up plans where 
such restrictions apply. Contributions 
may be subject to tax and social security 
payments, but this is likely to be no dif-
ferent to taking cash and the employer 
would be providing access to a secure, 

well-governed and cost-effective savings 
plan. And, importantly, one which pro-
vides a flexible approach to currency, is a 
single plan from which benefits are easily 
accessible in the future, and with no statu-
tory requirement to take a regular pension 
income on retirement.   

End of service gratuities
In many parts of the Middle East there 
is a statutory requirement to provide an 
end of service gratuity payment. Often 
unfunded, the liability for these payments 
stays within the business but increasingly 
companies are looking to fund for this 
liability.The international retirement and 
savings plan can, and increasingly is, used 
for this purpose as well.  

The world of pensions and savings 
is complex and challenging, and all the 
more so when it involves overseas employ-
ees. Hopefully, I have given some food 
for thought and offered some additional 
solutions to the challenges that you face 
for your international assignees.
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