Social Security Noncompliance

Social Security Law in Lebanon and
Employer Non-Compliance: A
Comprehensive Legal Analysis of Missed
Contributions, Family Allowances, and
Remedies

I. Introduction

Social security law in Lebanon presents a complex intersection between statutory obligations,
employer compliance, and judicial enforcement. While the National Social Security Fund
(NSSF) mandates universal employee coverage, systematic non-compliance by employers—
especially public institutions—has resulted in financial and legal ramifications for workers.
This chapter examines:

The statutory framework of the NSSF, its benefits, and coverage.

Employer liability for failure to register workers or remit contributions.
Judicial precedents (2020-2024) on employee claims for unpaid social security.
Restitution mechanisms for employees, including real-value compensation in
cases of currency devaluation.
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I1. Statutory Framework: Lebanese Social Security Law

A. NSSF Structure and Mandatory Coverage

e The Social Security Law (Decree No. 13955/1963)established the National Social
Security Fund (NSSF), composed of:
1. Sickness and Maternity Branch
2. Family Allowances Branch
3. End-of-Service Indemnity (EOSI) Branch
e Article 9 of the Social Security Law mandates compulsory registration of all
salaried employees, with employer contributions amounting to ~23.5% of wages.
e Foreign workers must be registered unless exempted under a reciprocity clause.



Legal Reference

e Decree No. 13955/1963 (Social Security Law), Articles 9 & 59.
e NSSF Administrative Memorandum No. 740 (2024).

B. Employer Obligations for Family Allowances and End-of-Service
Indemnities

e The Family Allowances branch grants monthly stipends for dependents, contingent
on employer contributions.

e The End-of-Service Indemnity (EOSI) fund requires employer contributions

of 8.5% of salaries, ensuring a lump-sum payout upon contract termination or
retirement.

o Non-registration of employees leads to direct employer liability for unpaid
indemnities.

Legal Reference

e Lebanese Labour Code, Article 49.
e Social Security Law, Articles 9, 59, 62.

III. Employer Non-Compliance and Legal Consequences

A. Consequences of Failure to Register Employees with NSSF

| Violation H Legal Penalty |
Non-registration of Back-payment of all due contributions, fines, and
employees interest penalties (up to 12% annually).
Non-remittance of Employer liable for withheld amounts and potential
NSSF deductions fraud charges.

Failure to pay family ||Employer must compensate employees for unpaid
allowances stipends.

Denial of EOSI beneﬁtsHEmployer must pay full EOSI lump sum directly.




B. Employer Liability for Deducted but Unremitted Contributions

o Employers who deduct employee contributions but fail to remit them to NSSF may
face civil and criminal penalties.

e Courts have ruled that employees may sue for reimbursement of deducted
amounts, plus statutory interest.

Legal Reference

e Social Security Law (Decree No. 13955/1963), Articles 62—64.
e Beirut Labor Arbitration Council Decision (2022) on employer reimbursement
obligations.

IV. Judicial Precedents on Social Security Non-Compliance
(2020-2024)

A. Landmark Cases on Retroactive Social Security Registration

o State Shura Council Ruling (2022): Held that a public hospital must retroactively
enroll unregistered staff and compensate them for unpaid EOSI benefits.

e Mount Lebanon Labor Council (2023): Ordered a university to reimburse a
foreign professor for decades of missing contributions.

e Court of Cassation (2024): Confirmed that employers withholding NSSF
contributions must compensate workers in real monetary terms, not devalued LBP.

B. Family Allowances and End-of-Service Indemnities

e Beirut Labor Arbitration Council (2023): Employers who fail to provide family
allowances for eligible employees must pay lump-sum equivalents.

e University Contract Instructors Case (2022): Reaffirmed that contractual
employees qualify for EOSI unless explicitly exempted.

Legal Reference

o State Shura Council Ruling (2022) on Public Hospital Staff.
e Court of Cassation (2024) on Real-Value Compensation.



V. Remedies for Employees: Real-Value Compensation and
Restitution

A. Currency Collapse and the Shift Toward Real-Value Compensation

o Since 2019, the Lebanese pound lost over 98% of its value, prompting lawsuits
for EOSI payments in USD-equivalent terms.

o Recent labor court rulings mandate payment of EOSI and withheld contributions
at current market rates, not obsolete official rates.

e The Beirut Labor Arbitration Council (2023) ordered real-value compensation
for withheld social security benefits.

B. Enforcement and Legal Recourse

o Employees may file complaints with NSSF, triggering employer audits.

e Labor courts have consistently ruled in favor of retroactive EOSI payments, with
statutory interest applied.

o Employers who refuse to pay may face asset seizures under Article 64 of the
Social Security Law.

Legal Reference

e Lebanese Civil Code, Articles 221-301 (Contracts and Compensation).
e Beirut Labor Arbitration Council Decision (2023) on Real-Value EOSI Payments.

V1. Policy Recommendations for Strengthening Social
Security Compliance

A. Strengthening NSSF Enforcement Mechanisms

1. Increase labor inspections to detect unregistered workers.
2. Impose automatic penalties on institutions that fail to remit contributions.
3. Ensure that EOSI payments reflect real-value compensation.



B. Legal Reform and Social Protection Expansion

1. Abolish reciprocity conditions for foreign workers’ NSSF eligibility.
Mandate transparent disclosure of social security deductions on payslips.

3. Create an independent workers’ compensation board to adjudicate unpaid social
security claims.

By enforcing these reforms, Lebanon can modernize its social security system and
ensure employer compliance with labor protections.



