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I. Preliminary remarks 
 
1. FIAP is an international organization representing the industry of mandatory 

pension funds managers around the world. 
 

These pensions funds are part of the respective national social security systems. 
Because of their origin and nature, mandatory pension funds usually operate 
under very detailed regulations, including regulations about governance issues. 

 
2. I will comment on the characteristics of pension funds governance regulation in 

FIAP´s countries compared with the OECD Guidelines. Eventually this  
comparison  could help both to improve regulation on mandatory pension fund 
governance regulation and the respective  guidelines for voluntary pension 
funds.  

 
 
II. Pension Fund Governance Regulation on FIAP´s member countries vs 

OECD Guidelines 
 
1.  Mandatory pensions funds are highly regulated. Current regulation includes a 

host of provisions on pension funds governance. In fact, as we will see, 
regulation of this issue is so detailed, that there is not too much room left for 
internal rules (or self regulation) of pension funds. 

 
2.  Governance Structure 
 

2.1 Identification of responsibilities. 
 
OECD Guidelines: “There should be a clear identification and assignment of 
operational and oversight responsibilities in the governance of pension funds” 
 
FIAPs countries regulation: Pension funds can be managed only by licensed 
pension funds management companies (PCs). Pension funds and PCs are 
separate legal entities. PCs are single purpose companies. To get the licence they 
must meet minimum capital requirements and prove that they are able to 
perform their responsibilities. All responsibilities of PCs are defined in the 
regulation.  
  
 
 
 



 3

 

 
  
2.2 Governing body 
 
OECD Guidelines: “Every pension fund should have a governing body vested 
with the power to administer the pension fund and who is ultimately responsible 
for ensuring the adherence to the terms of the arrangement and the protection of 
the best interest of plan members and beneficiaries”. 
 
FIAPs countries regulation: Licensed PCs have the responsibility to administer 
the pension fund. FIAP members pension programs are of the “defined 
contribution” kind. However, in many countries there are minimum return 
requirements which the PC managing the respective pension fund is responsible 
to fulfil. In cases when the PC is authorized to use external service providers, the 
responsibility remains in the PC. 
 
2.3 Expert advice 
 
OECD Guidelines: “Where it lacks sufficient expertise to make fully informed 
decisions and fulfil its responsibilities, the governing body could be required by 
the regulator to seek expert advice or appoint professionals to carry out certain 
functions”. 
 
FIAPs countries regulation: To get (and keep) the licence, PCs must prove that 
they have the capacity to fulfil with their responsibilities. This includes the 
obligation to have an executive staff with the necessary knowledge, skills and 
expertise. 
 
2.4 Auditor 
 
OECD Guidelines: “An [independent] auditor…….should be appointed….” 
 
FIAPs countries regulation: Quarterly and annual financial reports should be 
reviewed by an independent auditor. Copy of the auditors report go to the 
supervisory entity. In some cases, regulations provide that the auditors report 
should include an assessment of the pension fund investment processes; in 
particular the auditor must issue an opinion on the quality of control of conflict 
of interest procedures adopted by the pension company. 
 
2.5 Actuary 
 
OECD Guidelines: “An actuary should be appointed by the governing body for 
all defined benefit plans”. 
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FIAPs countries regulation: FIAPs member countries have adopted mandatory 
defined contribution pension programs.  
 
2.6 Custodian 
 
OECD Guidelines: “Custody of the pension fund assets may be carried out by 
the pension entity, the financial institution that manages the pension fund, or by 
an independent custodian”. 
 
FIAPs countries regulation: Custody of the pension fund assets must be carried 
out by an independent custodian who, moreover, needs an authorization by the 
supervisor to provide the service to the pension funds.  
 
2.7 Accountability 
 
OECD Guidelines: “The governing body should be accountable to the pension 
plan members and beneficiaries and the competent authorities” 
 
FIAPs countries regulation: Licensed PCs are under the supervision of  a public 
entity (in many cases an agency –Superintendency- specialized in pension fund 
supervision). The supervisor is entrusted with the authority to set fines and 
sanctions, including the withdrawal of a PC license. Pension fund members can 
present complaints against the PC to the supervisor. PCs are legally liable for 
their actions and omissions.  
 
2.8 Suitability 
 
OECD Guidelines: “The governing body should be subject to minimum 
suitability standards…….”  
 
FIAPs countries regulation: As we explained, to get a license PCs must fulfil 
with suitability standards. 

 
3. Governance mechanisms 
 

3.1 Internal controls 
 
OECD Guidelines: “There should be appropriate controls in place to ensure that 
all persons and entities with operational and oversight responsibilities act in 
accordance with the objectives set out in the pension entity´s by-laws, statutes, 
contract, or trust instruments….”. 
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FIAPs countries regulation: In most cases the regulation defines the different 
operational and administrative procedures that should be used. The PCs must 
follow those procedures. Among the procedures which are regulated are those 
related to the pension fund investment function. Portfolio diversification rules; 
trading mechanisms; valuation rules; back-office procedures; custody 
procedures, are all strictly regulated. 
 
3.2 Reporting 
 
OECD Guidelines: “Reporting channels between all persons and entities 
involved in the administration of the pension fund should be established” 
 
FIAPs countries regulation:  Information to members should be send by mail on 
a regular basis. Also, information should be available at PC offices and at the PC 
web site. Information to the supervisor should be send daily, weekly, monthly or 
quarterly (it depends on the type of information) in electronic and/or physical 
form. In some cases PCs must keep an exclusive electronic link with the 
supervisor. 
 
3.3 Disclosure 
 
OECD Guidelines: “The governing body should disclose relevant information to 
all parties involved”  
 
FIAPs countries regulation: Standards for the information PCs must provide 
regularly to the public are set in regulations. PCs must regularly provide the 
supervisory entity with information about all aspects of their operation. In most 
case daily investment reports are delivered to the supervisor. At least once a year 
personal pension accounts statements are send to members. This information 
should also be available (at least on a monthly basis) on the web.  
 
3.4 Redress 
 
OECD Guidelines: “Pension plan members and beneficiaries should be granted 
access to statutory redress mechanisms…”  
 
FIAPs countries regulation: PCs are responsible of any damage to members. If 
because of non-fulfilment of fiduciary responsibilities the interest of members is 
not  protected, PCs must pay back to the pension fund for the damage.  Members 
may ask the supervisor for punitive action against the PC 
 
 



 6

 
 

III. Final comments 
 

1.  Mandatory pension fund governance  standards have been set by the regulation 
because in most countries where this kind of pension program have been 
introduced there was almost no previous experience with voluntary pension 
funds or asset management activities.  The lack of experience of supervisors and 
of the public with this kind of industry has been an obstacle for the adoption of a 
self regulatory approach.  

 
Moreover, to avoid  any risk of mismanagement has been a priority of regulators 
at the start of the operation of these  new systems since a big challenge for 
pension reform has been to create trust in the new programs. 

 
2. There is little discussions that over-regulation have costs and that, with all the 

experience which has been accumulated over the years, a better balance between 
mandatory rules and self-regulation is needed.  This is one of the main 
challenges facing  the new funded pension systems all over the world. 

 
 
 
 
 


