European Union — European Court Rejects Indexed
Child Benefits in Bavaria, Germany

On 16 April 2026, the Court of Justice of the European Union (CJEU) ruled that the Bavarian
scheme indexing family benefits for children living in certain other member states of the European
Union (EU) breaches European law, in particular the principles of equal treatment and the
exportability of family benefits."

The outcome of the ruling is hardly surprising, given the CJEU’s earlier case law rejecting similar
attempts to reduce family benefits based on the child’s country of residence. For previous coverage
see GMS Flash Alert 2024-220.

WHY THIS MATTERS

For workers insured under the German social security system whose children live in another EU country with
lower living costs — often in Eastern Europe — this judgment directly addresses Bavaria’s unlawful indexation
practice.

If family benefits were lowered because children live abroad, then this reduction was unlawful. Individuals can
file a claim for payment of the benefit, corrected and increased to an amount equal to workers whose children
live in Germany. Individuals who no longer work or live in Bavaria may be eligible for the lawful, unindexed
benefit amount.

Highlights of the Case

It is important to note that the case concerns legislation of the German state of Bavaria.

In 2018, Bavaria introduced a new family allowance scheme (Bayerisches Familiengeld) for parents resident
in Bavaria with children aged between 13 and 36 months. However, if the children of EU nationals insured
under the German social security system in Bavaria resided in another EU member state, the amount of this
family allowance was reduced according to the cost of living in the child’s country of residence.

As a result, EU nationals contributing to German social security on the same basis as local workers did not
receive the same family allowance if their children lived in another EU country.
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The European Commission took the view that this Bavarian law discriminated against mobile EU workers on
grounds of nationality and thus breached EU law. When Bavaria and Germany did not bring the measure into
line with EU rules, the Commission brought infringement proceedings against Germany before the CJEU.

The CJEU’s findings on free movement and equal treatment:

The court recalled that benefits such as Bayerisches Familiengeld qualify both as “family benefits”
under EU regulation for social security (883/2004/EC) and as “social advantages” under Article 7(2) of
EU regulation on free movement of workers (492/2011/EU).

It held that the Bavarian scheme introduced a residence-based difference in treatment that predominantly
affected migrant workers, amounting to indirect discrimination on grounds of nationality. The court found that
this difference in treatment was not objectively justified in light of the stated objectives and the nature of the

benefit, and was therefore contrary to Article 45 TFEU, Article 4 of Regulation 883/2004 and Article 7(2) of
Regulation 492/2011.

KPMG INSIGHTS

The CJEU’s 16 April 2026 ruling means that Bavaria’s indexed family allowance for children living in other EU
countries is incompatible with EU law. The practice constitutes indirect discrimination against mobile workers
and breaches the principles of equal treatment and exportability of family benefits.

In practice, this means:

e Workers insured under the German social security system in Bavaria whose family allowance was
reduced because their children live in another EU member state may have been underpaid for years.

e Once Germany and Bavaria amend their rules, affected workers should consider claiming a
correction of their benefit to the right amount for past periods, even if they no longer work or live in
Bavaria.

Employers should consider:
¢ identifying potentially affected mobile workers;
e monitoring how the German and Bavarian authorities implement the ruling; and

e preparing to support employees in asserting their rights.

KPMG'’s global network of social security specialists can help assess exposure, identify affected employees,
and support the preparation of claims to correct past family benefit payments.

ENDNOTES:

Court of Justice for European Union (in German): Case C-642/24 European Commission v Federal Republic
of Germany, 16 April 2026.
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