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The Fédédion des Expeats Comptables Européens (FEE) is the representative
organisation for the accountancy professon in Europe, currently grouping together the 38
leeding inditutes in 26 countries, induding the 15 Member Sates Cyprus, Czech
Republic, Hungary, lodand, lsrad, Mdta Monaco, Norway, Romania, Sovenia and
Switzerland. Between them these bodies have a combined membership of gpproximatey
400.000 individuds of whom about 45% work in the public prectice, providing a wide
range of sarvices to dients, whilst the other 55% work in various capacities in indudry,
commerce, government and education.
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l. I NTRODUCTION

The purpose of the survey was to review aspects of the taxation of occupational pensions in the
EU and to identify some of the tax obstacles to the free movement of labour and the freedom to
provide services within the Union. Information from FEE members was obtained by means of a
guestionnaire and the responses have been collated and summarised below.

Occupdtiona pensions are complex in their detail, as the individua surveys show. Most nationd
systems alow a tax deduction for employer and employee contributions to pension providers
resdent in the state; most provide for exemption of scheme income from taxation and most
states will tax penson benefits in the hands of the individua pensioners with some states taxing
lump sums at advantageous rates (in some cases giving a tax exemption).

. FEE RECOMMENDATIONS

The double taxation inherent in the interface between the tax systems which defer taxation
until payment of pensions (the mgority of EU dates) and those systems in which pension
contributions are paid out of taxed income and exempt from taxation on payment of
pensons (the survey identifies Germany and Austria) should be eiminated by means of
double tax tregties.

Contributions to resident quaifying penson schemes by sdf-employed taxpayers should be
tax deductible in dl Member States.

Payment of contributions by employers and employees in an EU deate to penson schemes
resdent in other EU sates should enjoy the same tax Satus as contributions to resident
pension schemes.

Taxation of pensons in an EU date should be the same regardiess of whether the pension
arises from aresident or a non-resident source.

The development of Pan-European pension indtitutionsis to be welcomed.

[11.  OVERVIEW
The Commission in ther Communication of 19th April 2001 analysed the systems of Member
Sates in the following way:

EET Exempt contributions, exempt investment income and capitad gains of the pension
indtitution, taxed benefits.

ETT Exempt contributions, taxed investment income and capitd gains of the pension
ingtitution, taxed benefits, (three members — Denmark, Italy and Sweden).

TEE Contributions out of taxed income, exempt investment income and capita gains of the
pension indtitutions, exempt benefits Germany and Luxembourg

Aspects of the Taxation of Occupationa Pensions in the EU
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Bdgium
Denmark X
Germany
Greece
Spain
France
Italy X
Ireland
Luxembourg X
Netherlands
Audria
Portugd
Finland
Sweden X
United Kingdom

X XX XX

X X X X

X

This Commission andysis is confirmed by our respondents.

Relationships between the different nationd systems can lead to “double taxation”, and “double
exemption”, which, in the short term, need to be resolved by tax tredties.

To enjoy tax benefits most respondents indicated that contributions had to be paid to a resident
penson inditution. This is discrimination againgt other Union pension funds and it is the

Commission's view that the EC Treaty obliges Members to abolish discriminatory rules of this
kind.

IV. THE SITUATION SO FAR
The Council Directive of 29th June 1998 regarding the safeguarding of supplementary pension
rights provides as follows:

1. The safeguarding of the pension rights of an individua who moves from one Member State
to another (same rights as someone who ceases to contribute but remains within the State).

2. Membea States to ensure that payment is made in another Member State of al pension
benefits which are due.

3. In respect of so-called posted (or seconded workers) contributions to continue to be made
to a supplementary pension scheme established in aMember State.

4. Information to be given to scheme members on moving from one Member State to another.
There have been many other initiatives and since 1997 the Commission has been engaged in
discussions with Member States and with the pension fund industry and industry in generdl.

Aspects of the Taxation of Occupationa Pensions in the EU
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Something more comprehensive than the 1998 Directive is needed. However, indications are
that Member States only wish to proceed on a step-by-step basis.

The Commission is to commence a detailed study of the tax rules of Member States and if
issues of discrimination cannot be resolved proposes to bring cases before the Court of Justice
on the basis of the Treaty.

V. THE BIG I DEA — THE PAN-EUROPEAN PENSION | NITIATIVE

The idea of a centralised European-wide pension ingtitution has been developed by the pension
industry and is being sponsored by the Commission.

Under the proposed arrangements Member States' taxation arrangements would continue as a
present. The Pan-European inditution, based, say, in one Member State, would have different
nationa sections deding with the tax dStuation in eech Member State in which a member is
employed.

VI. SUMMARY OF THE FINDINGS

Of the types of sipplementary pension schemes commonly avalable Germany and Audria are
to be diginguished by having schemes known as Pensonsreuckstellung (a direct pension
promise) under which an employer undertakes to provide pensions. A provision is made in the
accounts of the employing company and subject to conditions the company obtains tax
deductions for the reserve created. Such reserve schemes existed in Belgium down to 1985 but
have not been available since that date in that country.

Germany has schemes under which an employer and/or and employee can make contributions to
a third party pension scheme with tax deductions for the contributions and taxation deferred
until payment of the pension. Contributions in Germany and Austria will be made out of taxed
income in such cases.

It follows that a worker seconded to Germany from a country in which he or she is a member of
a scheme which defers tax until payment of the pension and allows tax deductions for payment
into the scheme will be doubly taxed, once on making a contribution to the scheme when
resident in Germany and again when the pension is paid in the employees home country of
resdence. Neither country has Double Tax Treaties of the kind France has with severd EU
countries dealing with these circumstances.

To obtan tax deductions dl countries required that the penson arrangements were in
conformity with the law and a haf dozen or so required to be gpproved by the fiscd authority
aso.

To obtain tax benefits dmogt al dates required that the residence of the pension scheme was in
the dtate dthough the residence might be only that of a branch of an insurance company in
another state. Pension funds themselves enjoyed a range of benefits but pension fund income is
to some extent taxable in France, Belgium and Italy, among those surveyed.

Aspects of the Taxation of Occupationa Pensions in the EU
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Contributions to penson schemes by the sdf -employed do not obtain the same tax benefits as
contributions by employers and employees in Germany, Austria and Finland.

Contributions to non-resident pension schemes or insurance companies are denied tax reief by
Belgium, Spain, Itay, the Netherlands, Portuga and Slovenia. In other cases relief is given by
way of Double Tax Tresties (e.g. France) or by a process of concessions (e.g. Germany and the
UK).

Not being able to obtain tax relief when buying pensions from other EU sates is discriminatory
and contrary to the principles of the single market. Itay, it appears, discriminates in the taxation
treatment of pensions received from non-resident pension schemes.

VII. CONCLUSION

FEE welcomes the initiative of the Commission in seeking to end discrimination in the pension
market and believes the development of Pan-European pension ingtitutions which recognise the
tax principles of the individua Member States to be an appropriate way forward.

Aspects of the Taxation of Occupationa Pensions in the EU
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VIIl. MATRIX OF THE KEY IS3JES

PENSION FUNDSIN THE EU:

REGARDING THE TREATMENT OF THE TAXATION OF

BE|DE| ES|FR[IT|IR|LU|[NEJAU]|PT| A JUK [ Q!
To enjoy tax benefits it is necessary for the
pensonscheme:
- Conformto legidation X1 X X X X X X
- Conform to legidation + b
goproved by  nationd fisca X X X X X X
authority
To enjoy tax benefitsit isa condition that:
- Penson scheme is resident in the| x| x X 5 X X X X X X X X X
state
Qudifying penson scheme of the separate
pension fund exempt from:
- Incometaxes X X X X X X X X
- Coqpitd taxes X X X X X
- Other tax advantages X X X
The following contributions to resdent
qudifying penson schemes ae tax
deductible:
- Contributions by employers X1 X X X X X X X X X X X X
- Contributions by employees X X X X X X X X X X X
- Contributions by  sdf-employed X X X X X X X X X X
taxpayers
The following contributions to pension
schemes resident in other member states are|
tax deductible:
- Contributions by employers X X X X X X
- Contributions by employees X X X X X X
- Contributions by  sdf-employed
texpayers X X X X
Is the tax treament of an employer’'s
contribution different if the pendon scheme| 2 1 2 X X X 2 X 1 2
isresdent or non-resident?
Is the taxation of pendoners different if the
. . . 2 2 X 2 2
pension schemeisnon-resident?
Is the taxation of pendoners different if the
employment in respect ¢ which the pension 1 1 2 1 X

is payable was execised in another EU

State?

1 -1t depends
2 —Outside of scope

1BE Belgium, DE: Germany, ES: Spain, FR: France, IT: Itdy, IR: Irdand, LU: Luxembourg, NE:
Netherlands, AU: Austria, PT: Portugd, FI: Finland, UK: United Kingdom, SL: Slovenia
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PART |1

ANSWERSBY COUNTRY

QUESTIONNAIRE ON ASPECTSOF THE
TAXATION OF OCCUPATIONAL PENSIONS

IN THE EU
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TYPES OF PENSION SCHEME

1.

What types of supplementary pension schemes are commonly used in your country

Austria

Direct pension promise (“Pensionsrueckstellung™)

This is the most frequently used form of pension schemes in Austria. The employer makes
the commitment (either to an individud or to his entire gaff) to provide pensons a
relirement date. The penson promise is usudly a defined benefit plan. The pension
promise is not funded externdly, but only backed by a book reserve (provison) in the
balance deet of the employer. In order to secure the pension, the employer often concludes
an insurance to cover the pension commitment (“ Rueckdeckungsversicherung”). In order to
get a tax deduction for the accrued obligation the employer is required to hold 50% & the
accrual set up for tax purposes in bonds or smilar interest-bearing securities. Insurance
premiums paid by the employer for the backto-back insurance are deductible but the claim
againgt the insurance company (buy-back vaue of the policy) has to be capitaised

The employer grants an irrevocable written pension promise; the promise is made either by
agreement with individud employees or for a group of employees by agreement with
labour representatives (e.g. works council)

The penson promise is usudly a defined benefit plan. The pension promise is not funded
externdly, but only backed by a book reserve (provison) in the baance sheet of the
employer. In order to secure the pension, the employer often concludes an insurance to
cover the penson commitment (“Rueckdeckungsversicherung’). In order to get a tax
deduction for the accrued obligation the employer is required to hold 50% of the accrua set
up for tax purposes in bonds or similar interest-bearing securities. Insurance premiums paid
by the employer for the back-to-back insurance are deductible but the clam againgt the
insurance company (buy-back vaue of the policy) has to be capitaised

pension fund (*Pensionskasse")

A penson fund is a separate legd entity (managed by a third-party professond fund
manager) to which contributions on behdf of the employess are being made by the
employer. The employee has a direct penson entittement. The pension fund itsdf is in
principle tax-exempt.

The tax benefits for pension funds ("Pensionskasen") relate to contributions made by the
employer for employees. There are no tax benefits for sef-employed persons making
contributions to pension funds.

relief fund (“Unterstuetzungskasse’)

The relief fund is a separate legal entity to which contributions on behaf of the employees
are transferred. The employees do not have a legd entittement againg the rdief fund: the
benefits paid by the relief fund are discretionary. The relief fund itsdf is in principle tax-
exempt.

Aspects of the Taxation of Occupationa Pensions in the EU
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Reief Funds ("Unterstiitzungskasse") can be used only to provide very limited additiona
pension benefits as the maximum pension payout per beneficiary is limited to ATS 16.000
(Euro 1.163) p.a The beneficiaries usudly have no legd clam but the reief fund is
making payments to keneficiaries on a discretionary basis

Most schemes of this category are old ones and because of the redtrictions in the benefits
they can provide there now practicaly no new schemes of this type being created.

- lifeinsurance (“Direktversicherung”)

The employer can dso conclude a life insurance on behadf of an employee. This can be
done either on individud contracts for each employee or in form of a group insurance
contract.

In generd, life insurance is used frequently by private individuds to provide
supplementary financia means at retirement.

In case the employer pays premiums towards a life insurance policy where the employee is
the direct beneficiary the premiums are taxed as employment income to the employee
(thereis only an ATS 4.000 / Euro 291 p.a. exemption).

However, the employer can take adso out a life insurance on employees to cover direct
penson promises. in this case the employee has a penson dam only againg the employer
but not directly againg the insurance company (athough often the policy is pledged to the
employee to secure payment of the pension in case the employer becomes insolvent).

The comments below relate only to the case where a private individud tekes out life
insurance coverage.

There are no specia tax provisons for sdf-employed persons to provide for supplementary
pensions.

When an employer makes contributions to a third party, eg. a penson fund, other than under
the schemes outlined above such contributions will lead to an immediate taxaion of the
contributions as income in the hands of the employee. This concept can lead to double taxation
cases where a foreign nationd is seconded to Austria as an expatriate and where the individua
remains in a qudifying penson scheme in his home country. If the home country legidation
provides for a deferred taxation until payments from a pension funds are received but Austria
taxes contributions while the individua is resident and working in Austria a double taxation in
different periods will be the result. Up to now the Austrian tregties do not provide for a solution
of such conflicts.

Belgium

Occupationa schemes may be funded through separate and independent (non solely managed
by the sponsoring employer) non-profit making penson funds, or insurance companies
(principaly: group insurances), or by way of a mutud insurance. Occupationa scheme are
found principaly in large companies.

Unfunded schemes (book provisions) were prohibited in 1985: companies have been required to
fund the complementary occupationd pension through a capitdization scheme operated outside

Aspects of the Taxation of Occupationa Pensions in the EU
11 December 2001



REE

the company. As a result, funding techniques such as retained earning in the balance sheet are
no longer alowed since that yeer.

Private penson schemes are exceptiond in the case of commercia companies, and mainly cover
their management personne. Such arangements are usudly made with a life insurance
company. By some agreements, which are more commonly used, companies insure themselves
againg the risk of decease or departure of their managers. This form of insurance requires the
concluding of a life insurance contract on the head of the manager, on behalf of the company.
Since the entry into force of the Roya Decree of 17 December 1992, managers and chiefs of
undertakings will be more easly admitted within the framework of group insurance.

Finland

aregistered supplementary pension of a pension insurance company

a collective supplementary pension security arranged by the employer usng a penson
society or apension trust

acollective supplementary pension security arranged in an insurance company

anindividua pension insurance

France

According to the definition of the Council Directive 98/49/EC, two types of supplementary
pension schemes are commonly used in France.

First, voluntary additiona contributions may be paid to a supplementary penson scheme by a
firm on behdf of its employees (CGlI, art. 83)

Secondly, voluntary additiona contributions may be paid by an individud or a member of a
partnership or the manager with controlling interet in a busness corpordion to a
supplementary pension scheme for himself (CGl, art. 154 bis).

Germany
- penson promise (“Pensonsrueckstellung”)

Within a penson promise, the employer makes the commitment to provide pensions to his
enployees a retirement date. The penson promise is not funded externdly, but only
backed by a book reserve a the level of the employer. In order to secure the pension, the
employer often concludes an insurance to cover the commitment (so caled
“Rueckdeckungsversicherung”).

- pension fund (“Pensionskasse’)
A pension fund is a separate lega entity to which contributions on behdf of the employees

are transferred. It is characterised by the employees holding an own entitlement againgt the
pension fund. The pension fund itself isin principle tax-exempt.

Aspects of the Taxation of Occupationa Pensions in the EU
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- rdief fund (“Unterstuetzungskasse’)

As the pension fund, the rdlief fund is a separate legd entity to which contributions on
behaf of the employees are transferred. The employees do not hold on own ertitlement
againg the relief fund, however. The rdief fund itsef isin principle tax-exempt.

- lifeinsurance (“Direktversicherung”)

The employer can dso conclude a life insurance on behaf of an employee. This can be
done ether on individua contracts for each employee or in form of a group insurance
contract.

As a generd remark it has to be pointed out that Germany up to now has no pension scheme
under which an employer and/or an employee can make contributions to a third party, eg. a
pension funds, on a deferred taxation basis. Rather such contributions will lead to an immediate
taxation of the contributions as income in the hands of the employee. This concept can lead to
double taxation cases where a foreign nationd is seconded to Germany as an expatriate and
where the individua remains in a quaifying penson scheme in his home country. If the home
country legidation provides for a deferred taxation until payments from a pension funds are
received but Germany taxes contributions while the individua is resdent and working in
Germany a double taxation in different periods will be the result. Up to now the German tregties
do not provide for a solution of those conflicts like, for example, the French/UK treaty does (see
Annex A of the OECD-Report on “The tax Treatment of Employee's Contributions to Foreign
Pension Schemes’).

Ireland

Both for employers and self employees.

ltaly
Up to 31.12.2000

Only the ones which conform to legidation because of the deductibility of the relevant
contributions.

As from 01.01.2001
Only the ones which conform to legidation because of the deductibility of the relevant

contributions.

Luxembourg
The types of pension schemes used are asfollows:
d Internd funding: the company builds a reserve for employee persions in its balance sheet.

b) Externad funding: the company adheres or creates a separate legd entity for managing
complementary pensons. Two vehides exit in Luxembourg: ASSEP (Association

Aspects of the Taxation of Occupationa Pensions in the EU
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d Epargne Penson — kind of mini-insurance company capable of covering dl kinds of risk)
—SEPCAYV (Sociéé d Epargne aCapita variable) that functions like an investment fund.

c) Group insurance: financing is done by paying premium to an insurance company. The
employee is entitled to the rights from the contract. The hsurance company takes care of
adminigtrative management and makes payments directly to the employee.

Netherlands

‘Nortobligatory schemes (professional insurers) and compulsory schemes (schemes being
carried out by ‘industry pension funds'; membership is compulsory for employees of industry).

Portugal
- Pension fund

A penson fund is a separate legd entity to which contributions on behdf of the employees are
being made by the employer.

- Lifeinsurance

Financing is done by paying premium to an insurance company. The insurance company takes
care of adminigtrative management and makes payments directly to the employee.

Spain
There are three types of pension plans, depending:
a onitssubjective dements

1. working scheme (“sstema de empleo”), where the promoter is the employer and the
penson plan partner is the employee.

2. associated scheme (“sistema asociado”), where the promoter is an association and the
pension plan partner are its associates.

3. individud scheme (“sstema individud”) the promoter is a finance entity and the
pension plan partner is whatever individua.

b) on its benefits payment:

1. padpeiodicdly.
2. padasalump sum.

Additionaly, we can mention the following products:

- When a company takes a compromise to complement piblic pensions with its workers, the
contingency can be covered by an insurance premium.

Aspects of the Taxation of Occupationa Pensions in the EU
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- Some banking products are cdled as “retirement plans’ (“planes de jubilacion™) but some
of them are purely a saving product because the beneficiary can recover the gpitd in any
moment without any pendisation. On the other hand, those retirement plans do not enjoy
any tax advantage. We will exclude these retirement plans of our following answers.

United Kingdom

The most common type of supplementary pension in the UK is a penson (or superannuation)
fund which is overseen by a body of individuas caled trustees (which may include employees
of the sponsoring company or business).

Larger penson schemes will manage the fund investments themselves but it is common fr
smdler and mediumsized schemes to involve payment of contributions to an insurance
company which then manages the fund.

The pension fund is exempt from dl taxes; this exemption applies both where the fund manages
its own investment and where money is held in the pension account of an insurance company.

Pension schemes of this type provide pensions broadly of two kinds, one where the pension is a
proportion of find sdary (socdled find sdary schemes) and one where the pension is related

to the ndividud fund purchased over the years by the individua pensioner (money purchase
schemes).

Aspects of the Taxation of Occupationa Pensions in the EU
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QUALIFYING PENSION SCHEMES

2. Toenjoy tax benefitsis it necessary for the pension scheme:
(@ toconform to legidation, or
(b)  to be approved by the national fiscd authority, or

(© toconform to legidation and to be approved by the national fiscal authority.

Austria
Pension commitment

@ Yes
(b No.
() No.

Pension fund

@ Yes

(b No.

(c) The fund has to obtain a license under the Pension Fund Act ("Pensonskassengesetz’)
from the regulatory authority.

Relief fund

@ Yes
(b No.
() No.

Lifeinsurance
@ Yes

(b) No.
() No.

Belgium

To conform the legidation: Income Tax Code , art. 52 (deduction of persona contributions),
art59 (deduction of employer's contribution; execution by RD. /ITC , at. 35); art. 60
(deduction of pensions or other dlocations).

Finland

To enjoy tax benefits it is necessary for the penson scheme to conform to legidation and to be
approved be the nationd fiscal authority (e.g. to conform to the Finnish tax legidation as well).

Aspects of the Taxation of Occupationa Pensions in the EU
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France

In the two cases, it is necessary for the supplementary pension scheme to conform to legidation.

Garmany
Pension commitment

@ Yes
() No.
() No.
Pension fund

@ No.

(b No.

() Yes An application has to be filed with and approved by the nationa insurance authority
(Verscherungsaufsichtsbehoerde).

Relief fund

@ Yes

(b No.

(00 No.

Lifeinsurance

@ Yes

(b No.

() No.

Ireland

c) applies.

Italy

Up to 31.12.2000

(@ toconform to legidation.
As from 01.01.2001

(@ toconform to legidation.

Luxembourg

Pension schemes need to conform to legidation and need to be approved by socid security
authorities.

Aspects of the Taxation of Occupationa Pensions in the EU
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Netherlands

To conform to legidation.

Portugal

Pension fund and Life insurance;

@ Yes
(b No.
() No.

Spain

Pension plans must conform to legidation. But we must emphasize that as far as the regigtration
of the pendon fund on the Administration Register is compulsory to operate, and that the
registration is in the hands of the Adminigtration there is an indirect but strong control by the
authorities.

United Kingdom
@ Yes

b Yes
(0 Yes

3.  Toenjoy tax benefitsisit a condition that the pension schemeisresdent in the sate.
Audlria
Pension commitment

N/A (this scheme does not involve a separate pension fund but only is only a book reserve set
up in the employers financia statements).

Pension fund

A non-resident pension fund is generaly not subject to tax in Austria

Contributions made to a non-resident pension fund on behdf of an employee will be taxable to
the employee unless there is a statutory lega obligation for making the contributions.  This
seems to be a discrimination againgt foreign pension funds and it is questionable whether it isin
line with EU law (principle of non-discrimination, freedom of providing services)

Relief fund

No.

Aspects of the Taxation of Occupationa Pensions in the EU
18 December 2001



REE

Lifeinsurance

No.

Belgium

Article 35, RD./ITC provides for that the complementary contributions for insurance against
old age or premaure desth made by the employer are only tax deductible if they are paid
definitely into, either an insurance mwmpany or pension fund with seat or principd management
place in Belgium, or to the Belgian branch of an insurance company or pension fund with a seat
or head office abroad.

Finland

The contributions to the individud voluntary pension insurance scheme paid by the employer
are regarded as earned income of the insured, if the insurance has been taken out a a foreign
insurance company. A pengion insurance is regarded as teken out in Finland if it has been
granted by a permanent establishment of aforeign insurance company stuated in Finland.

In addition, the contributions to the voluntary pension insurance scheme are non-deductible, if
the insurance has been taken out at a foreign insurance company.

France

There is no express provision in French tax law as far as the residence of the pension scheme is
concerned.

Germeny

Pension commitment

N/A (due to the fact that a pension commitment is not a separate legd entity).

Pension fund

As to its own tax exemption, the main requirement essentidly is the German residence. As to
the flat rate taxation available for the contributions, it will be dso granted to foreign pension
funds, provided they are comparable to German pension funds.

Relief fund

As to its own tax exemption, the main requirement essattidly is the German resdence. As to
the deferred taxation of the contributions, it will be dso be available for foreign relief funds,
provided they are comparable to German pension funds.

Lifeinsurance

No.

Aspects of the Taxation of Occupationa Pensions in the EU
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Irdand

No, but if not there must be an Irish representative.

Italy

Up to 31.12.2000

Yesitis To enjoy tax benefits it is a condition that the penson scheme is resident in the state.
As from 01.01.2001

Yesitis To enjoy tax benefitsit is a condition that the penson scheme is resident in the date.

Luxermbourg

Non-resident pension funds (cf. 1a) are digible. Non-resident insurance companies (cf. 1¢) need
to be goproved in Luxembourg.

Netherlands

Yes, the penson scheme must be reddent in The Netherlands (only in exceptiond
drcumstances non-residence is permitted).

Portugal

Yes. To enjoy tax benefits it is a condition that the penson scheme is resdent in the dtae.
Contributions made by the employer are only tax deductible if they are paid definitdy into,
either an insurance company with seat or principd management place in Portugd, or to the
Portuguese branch of an insurance company or pension fund conform to Portuguese legidation.

Spain
All the applicable legidation contains references to Penson Funds set up accading to the

Spanish legidation. Consequently, even though there is no specific prohibition about foreign
pension funds, in practice it is not possible to operate through it.

On the other hand, courts, taking into account general principles of the Rome Treaty could
probably reject those indirect prohibitions.

United Kingdom

Yes. It is a condition that it should be in respect of a UK trade and that there should be a UK
resident responsible for the conduct of the scheme.
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PENSION SCHEME TAX ADVANTAGES

4, Isa qualifying pension scheme of the separate pension fund type exempt from:

(@ income taxes

(b) capital taxes

Austria

Pension commitment
N/A.

Pension fund

@ Yes
(b) NJ/A, snce Austria no longer levies capita taxes. Contributions are, however, subject to

2.5% insurance tax.
Relief fund

@ Yes
(b) N/A, since Austria no longer levies capitd taxes.

Lifeinsurance

@ NA.
(b) N/A. Thereisa4% insurance tax on life insurance premiums.

Belgium
(@ No exemption, but reduced rates if some conditions are met.

(b) A great variety of capital taxes exists, but their importance is less than the income taxes.

Finland
(@ income taxes.

Contributions to the collectively-arranged supplementary pension insurance scheme,
as defined closdly in case law, are not taxable income for the employee.

The contributions to the individua voluntary pension insurance scheme paid by the
employer are regarded as earned income of the insured as far as they would be nor
deductible paid by the taxpayer himsdlf or 60 per cent of them would be deductible, in
order words, when the level which is regarded as basic pension security would be
exceeded.
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A percentage of insurance payments of single-premium pensions is taxable earned
income. The rest is exempt. This is affected by the age of the pensioner at the end of
the tax year.

(b) capita taxes:

For the Finnish tax purposes, penson payments are not consdered as capitd income but as
earned income.

France

No.

Gamany

Pension commitment
N/A.

Pension fund

@ Yes
(b) N/A, since Germany no longer leviescapitd taxes.

Relief fund

@ Yes
(b) N/A, since Germany no longer levies capitd taxes.

Lifeinsurance

@ NA.
(b) NA.

Italy
Up to 31.12.2000

The pension fund is subject to a “subdtitute tax” amounting to Lit. 10.000.000 (Euro 5.164) to
be paid yearly, which is reduced to Lit. 5.000.000 (Euro 2.582) for the firgt five years. Should
the penson fund own immovable property only a 0,50% tax on the relevant vaue is due. The
financid return on capita investment is subject to a 12.5% withholding tax.

Aspects of the Taxation of Occupationa Pensions in the EU
22 December 2001



REE

As from 01.01.2001
The income of the separate pension fund type is subject to a 11% “subdtitute tax”, being the
normal rate (I.R.P.E.G.) 37%.

Luxermbourg

(@ there is a sdary tax of 25% withheld on contributions made by the employer to pension
funds or accruas of the reserve. Pensions received later are tax exempt for Luxembourg
residents.

(b) in principle wedlth tax applies.

Netherlands
(@ Funds exempted.
(b) Funds exempted.

Portugal

(@ Thepenson fund itsdlf istax-exempt.

(b NA.

Spain

(@ Pension Funds are taxed at 0% on the Corporate Tax
(b) Penson Funds are exempted of capitd taxes

United Kingdom

Yes.

5. Does a qualifying pension scheme of the separate pension fund type enjoy other tax
advantages.

Austria

Pension commitment

N/A.

Pension fund

No.
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Relief fund

No.

Lifeinsurance

N/A. The life insurance company will not be taxed on investment income dlocated to the

insurance policies.

Belgium
No.

Finland

No.

France

Yes.

Gamany

Pension commitment
N/A.

Pension fund

No.

Relief fund

No.

Lifeinsurance

N/A.
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Italy
Up to 31.12.2000

No, the separate pension fund type doesn't enjoy other tax advantages.

As from 01.01.2001

No, the separate pension fund type doesn't enjoy other tax advantages.

Luxembourg
Advantages gpply to al types of schemes.

Netherlands

No.

Portugal

No.

Spain

No.

United Kingdom
No.

6. If you have answered yesto Question 5, briefly describe the tax advantages.

Austria

Pension commitment
N/A.

Pension fund

N/A.

Relief fund

N/A.
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Lifeinsurance

N/A.

Belgium
N/A.

Finland

N/A.

France
Penson funds are subject to income tax. The common tax rate is applicable. However, a

reduced rate of 10% is in particular applicable to interest received by a mutud insurance
company.

Gamany

Pengion commitment
N/A.

Pension fund

N/A.

Relief fund

N/A.
Lifeinsurance

N/A.

ltaly
Up to 31.12.2000

N/A.
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As from 01.01.2001

N/A.

Luxermbourg

Contributions to approved pension schemes are a business expense with the employer.

Tax withheld under 4.2.) is deductible with the beneficiary up to LUF 48.000 per year.

Netherlands

N/A.

Portugal
N/A.

Spain
N/A.

United Kingdom
N/A.

7. What tax advantages, if any, are enjoyed by qualifying penson schemes which are
not of the separate pension fund type.

Austria

Pension commitment

Presently, direct pension promises are the most frequently used employer penson scheme in
Austria. The setting up of the respective book reserves is — within certain limits s&t out in § 14
ESG (Audrian Income Tax Act) - tax deductible. In order to obtain a tax deduction the
employer has to invest 50% of the amount accrued for tax purposes in interest-bearing securities
(bonds). The employee is taxed only when he receives actud payments from the employer
under the plan.

Pension fund

N/A.
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Relief fund
N/A.
Lifeinsurance

N/A.

Belgium

That sort of pension scheme is no more alowed.

Finland

N/A.

France

N/A.

Gamany

Pension commitment

Presently, the penson commitment is the most used employer penson scheme in Germany
snce it is a deferred compensation/deferred taxation scheme. The funding of the pension accrud
leads to a tax-deductible expense at the level of the employer, whereas taxation at the levd of
the employees firgtly accrues when the pensions will be distributed.

Pension fund

N/A.

Relief fund

N/A.

Lifeinsurance

N/A.
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Italy
Up to 31.12.2000

In case of pension schemes carried out in the form of insurance scheme:

vis a vis the insurance company, the financid return of the premiums received is subject to
a12,5% withholding tax

vis avis the pensioner formerly an employee
0 19% of the amounts paid as premium can be deducted from the tax due on the totd
income (taxed at graduated rates) for an amount not exceeding Lit. 2.500.000 (Euro
0] tlhg?llrzanual return is taxed as employment income a the regular graduated rates.
As from 01.01.2001

Pension schemes carried out in the form of insurance scheme will have - in substance - the same
tax regime than separate pension funds.

Luxembourg
Advantages gpply to al types of schemes.

Netherlands

Professional insurers can form atax-deductible fiscal reserve (“provison”).

Portu

N/A.

Spain

The only posshbility of penson schemes different from the Pension Funds is the insurance
premium system provided for compromises taken by companies with respect the workers. In
this case, the company pays a premium to the insurance company and it has to include the
results of the insurance contract in its ordinary profit and loss account, without any tax
advantage.

United Kingdom
N/A; internaly financed penson schemes (which are rare and probably only apply to smdler

companies providing for one or two employess) do not enjoy tax advantages adthough pensions
paid to former employees are tax deductible.
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CONTRIBUTIONSTO QUALIFYING PENSION SCHEM ES

8. Ar

e the following contributions to resdent qualifying penson schemes tax

deductible

@
®)
©

Austria

contributions by employers
contributions by employees

contributions by self-employed taxpayers.

Pension commitment

@ VYes

if it there is an irrevocable written commitment of the employer towards the employee

to provide defined pension benefits;

Setting up a provision in the books of the employer is tax deductible within certain limits:

(b) N/A.
(o) NA.

The provision is to be determined by an actuaria caculation

The interest rate used in calculating the accrud is 6%

If it is a defined benefit penson promise then the penson must not exceed 80% of the
last ective sdary

Increases in the pension rights due to salary increases have to be accounted for in the
same way as new pension promises, i.e. the provison has to be set up over the
remaining time of active service of the employee ("Ansammlungsverfahren™) rather
than accrued immediately (i.e. the "present vaue method" — "Teilwertverfahren” is not
allowed for tax purposes)

The employer has to invest 50% of the amount accrued in his books for tax purposes
in interest-bearing Audtrian securities (bonds).

Pension fund

@ Yes

The employer can deduct the contributions made on behdf of his employees as

business expenses under the following conditions:

The agreement with the penson fund is in line with the Penson Fund Act
("Pengonskassengesetz') and was approved by the regulatory authority

For a defined benefit plan the pension must not exceed 80% of the last sdlary of the
employee

For a defined contribution plan the annua contribution must not exceed 10% of the
tota salaries of the beneficiaries

(b) Generdly not deductible (there is a smal tax deductible amount of max ATS 10.000 (Euro

726)
appli

p.a which is, however, subject to extensive restrictions so that it is in practice not
cable in most cases). Only 25% of the pension payments received from the fund which

originate from the employee's contributions are taxed.
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(¢) No.

Relief fund

(@ Yes(but fully taxable to the employee except for an ATS 4.000 / Euro 291 exemption).

(b NA.

(©) NA.

Lifeinsurance

(@ Yes but current contributions made by the employer must not exceed 10% of the sdaries
and wages paid by the employer to the potentid beneficiaries.

(b) No; there is a very low dlowance which can be clamed by the taxpayer of max ATS
10.000 (Euro 727) p.a; this dlowance is reduced for taxable incomes over ATS 500.000
(Euro 36.336) p.a. and is not available for incomes over ATS 700.000 (Euro 50.871) p.a.

(c) NA.

Belgium

(@ The complementary contributions for insurance againgt old age or premature degsth are

(b)

(©

regarded as professional expenses, provided tat they are paid definitely into an insurance
company or a pension fund located in Belgium and that the benefits, in relaion to
retirement, both datutory (which means. the State pension) and extra statutory, expressed
in yearly alowance, do not exceed 80 percent of the last gross yearly norma remuneration
and tha they take a normd duration of professona activity in consideration (article 59,
ITC). The employer's contributions will be tax deductible only if the employee's
contributions (which have © be withheld from the sdary by the employer) are mentioned
on the salary dips. Other condition to meet is that advance payments and pledges on
contracts are not granted (excepted for the acquisition, building or transformation of a red
edtate located in Belgium) (article 35, R.D./ITC).

These contributions are not tax deductible, but benefit from a tax alowance (tax reduction
for long term sparing), provided that they are paid definitely into an insurance company or
a penson fund located in Belgium and that the benefits, in relation to retirement, both
satutory (which means. the State pension) and extrastatutory, expressed in yearly
alowance, do not exceed 80 percent of the last gross yearly norma remuneration and that
they take a norma duration of professona activity in consderation (articlel45/3, ITC).
The contributions will be tax deductible only if they are mentioned on the sdary dips.
Other condition to meet is that advance payments and pledges on contracts are not granted
(excepted for te acquistion, building or transformation of a red estate located in Belgium)
(articles 35 and 63/1, R.D./ITC).

The contributions in execution of life insurance contracts benefit from the tax reduction for

long term sparing if some conditions are met, anong others:

- the contracts are subscribed by Belgian companies, or by Belgian branchs of foreign
companies,

- the insurance begins before the age of 65 for men and 60 for women, for a minimum
duration of 10 years;

- dlowance are granted in the yearly limit of an amount of BEF 60.000 (further to
indexation, amounts presently to BEF 66.000).
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Finland

(@ contributions by employers

The contributions to the individud voluntary pension insurance scheme paid by the
employer are regarded as earned income of the insured as far as they would be nort
deductible paid by the tax payer himsdlf or 60 per cent of them would be deductible.

If the contributions are consdered as an earned income of an employee, contributions
are deductible in taxation of the employee

It must be noted that if insurance premium payments are regarded as compensation for
norma eaned income (eg. the norma pay for the employee is lowered
correspondingly), the insurance payments could possbly be interpreted as taxable
earned income for the employee.

(b) contributions by employee:

Contributions paid by an individua are deducted from the net earned income. The
contributions to the collective supplementary penson security scheme are
unrestrictedly deductible, if this security is arranged a a insurance company and if
the supplementary pension security benefits do not exceed the registered
supplementary pension security, provided that the collective is deemed acceptable for
the tax purposes.

The deductibility of voluntary pension insurance caitributions depends on the tota
pension security, which is achieved by insurance. The total pension security means the
totad amount of a person's dl pensons. There are both quantitative and qudlitative
restrictions on the deductibility.

The taxpayer has the right to deduct pension insurance contributions up to FIM 50.000
from earned income annually, if according to the insurance agreement the insurance
based pension will not be paid before the age of 60 years (retirement age), and if
voluntary pension security would not be more than 60 per cent of the income, on the
bass of which the statutory penson would be caculated if the insured had become
incapable of work in the same year the insurance had been taken (pension levd).
Please note that insurance policies, which have been taken out by 23.6.1999, are
gpplied the limit of retirement age of 58 and the limit of pension level of 66 per cent.
There are 0 exceptions to the requirement of the pension level. The insurance
contributions are fully deductible if they do not exceed the amount of FIM 15.000 and
are not more than 10 per cent of the taxpayer's net earned income.

60 per cent of insurance contributions are deductible up to FIM 50.000, if the future
pension benefit exceeds the basic pension security or the retirement begins before the
age of 60. Please note the earlier limit of retirement age of 58.

(c) contributions of sdlf-employed taxpayers

Please note that the definition sdf-employed taxpayers we understand a shareholder who is
working in hisown company.

If the insurance is taken out through the enterprise its deductibility in business taxation
should be examined, whether the insurance is based on an employment for working in
the business. Contributions which have been paid merely on the basis of the status of a
shareholder are not deductible.
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The contributions can be regarded as deductible as far as they are reasonable with
respect to the conditions of the company and the shareholder's activity together with a
shareholder's other benefits from the company.

In addition, contributions paid by a company could be deemed as hidden dividend, if
paying of contributions is considered to based merely on the status of a shareholder,
and work contribution for the company is nomindl.

France
Contributions paid by employers on behalf of their employees

Contributions paid by employers on behdf of ther employess to pension schemes are tax
deductible under two conditions:

- alegd commitment of the employer,
- thepension scheme concerns dl the employees or a category of employees.

Contributions by sdf-employed taxpayers

Contributions paid by sdf-employed taxpayer are deductible. However, if the totd of the
compulsory contributions and voluntary additional contributions to pension schemes paid ly the
sdf-employed tax payer exceeds an amount equal to 19% of eight times the celling of Nationd
Security (268 128 F for the Y 2K), the surplus is not deductible.

Gearmany
Pension commitment

@ Yes
(b) NA.
© NA.

Pension fund

(@ Yes The employer can deduct the contributions made on behaf of his employees as
business expenses. In addition, the employees can clam a deduction of the employer
contributions as specia purpose expenses (“ sonderausgaben”) within their persona income
tax returns. Please note in this context that the consideration of these expenses is limited to
threshold, which is normdly dready eaten up by the mandatory socia security
contributions. In case the employer contributions will benefit from the flat rate taxation
(see answer to question 11), a condderation within the income tax return will be denied,
however.

(b) Yes In principle, employee contributions to a penson fund are s0 cdled &fter tax
contributions. As dready mentioned, however, the employee can clam for a deduction as
specid purpose expenses within his persona income tax return, The clam may not lead to
a effective deduction due to the aforementioned threshold.

() NA.
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Relief fund

@ Yes

(b)
(©

No.
N/A.

Lifeinsurance

@ Yes
(b Yes

(©

N/A.

(In al cases subject to limits)

Italy

Up to 31.12.2000

@

(b)

(©

Contributions by employers are deductible for an amount not exceeding 2% of the
employment income and in any case for an amount not exceeding Lit. 2.500.000 (Euro
1.291).
Contributions by employees are deductible for an amount not exceeding 2% of the
employment income and in any case for an amount not exceeding Lit. 2.500.000 (Euro
1.291).
Contributions by self-employed taxpayers are deductible for an amount not exceeding 6%
of taxable income and in any case for an amount not exceeding Lit. 5.000.000 (Euro
2.582).

As from 01.01.2001

@

()

(©

Contributions by employers are fully deductible. No limit. But should the amount exceed
12% of employment income and in any case the amount of Lit. 10.000.000 (Euro 5.164)
the excess anount is taxed as ordinary employment income.

Contributions by employees are deductible for an amount not exceeding 12% of
employment income and in any case for an amount not exceeding Lit. 10.000.000 (Euro
5.164). The amount of Lit. 10.000.000 (Euro 5.164) include dso the contribution by the
employer.

Contributions by self-employed taxpayers are deductible for an amount not exceeding 12%
of sdf-employment income and in any case for an amount not exceeding Lit. 10.000.000
(Euro 5.164.).

Aspects of the Taxation of Occupationa Pensions in the EU
34 December 2001



REE

Luxembourg

@
(b)
(©

Yes
Yeswithin the limit of LUF 48.000.
Y es within the limit of LUF 48.000.

Netherlands

@

(b)
(©

Contributions by employers are tax-deductible indifferent of the amount of the
contribution. Contributions exceeding 2%0-2,25% of pension income (70% of income) will
betaxed a employee level (wage tax or employee income tax).

Contributions by employees are tax-deductible if not-exceeding 2%-2,25% of pension
income.

Contributions are tax-deductible (special regulations for compuitation).

Portugal

@
(0)
(©

Yes, but current contributions made by the employer must not exceed 15% of the salaries
and wages paid by the employer to the potentid beneficiaries.

Contributions by employees are deductible for an amount not exceeding 5% of the taxable
income and in any case for an amount not exceeding. PTE 218 400 (1 090 €).

Contributions by self-employed taxpayers are deductible for an amount not exceeding 5%
of taxable income and in any case for an amount not exceeding PTE 218 400 (1 090 €).

Spain

b)

The contribution made by the employer to the Penson Fund is fully tax deductible The
payment of an insurance premium covering compromises with the employees is dso tax
deductible provided the following conditions are met:

- The company must impute the contribution to the employee and he will be taxed in his
Income Tax. The company has the option of non imputation and in this case the
employee is not taxed.

- Thecompany must not have the possibility of recover its investment.

- Thecompany cannot have a control of the funds.

and c) Contributionrs made by employees and sdlf-employed are tax deductible provided
that the amount is not over the following limits:

- Limit of 20% of the income coming from 1) personad work and 2) economic
activities. If the taxpayer is over 52 years old the limit can arrive to 40%

- Limit of 1.200.000 PTA (7.212.15€). If the taxpayer is over 52, the limit increeses
100.000PTA (601.01€) each year until a maximum amount of 2.500.000PTA
(15.025,30€). When the spouse or the husband of the taxpayer has an income under
1.200.000PTA (7212.15€) the taxpayer can contribute in the name of the spouse or the
husband a maximum amount of 300.000PTA (1803.04€)
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Subject to limits contributions under (a), (b) and (c) are tax deductible. As regards employers
contributions, ordinary anua payments are tax deductible; contributions by employees may not
normally exceed 15% of sdary.

United Kingdom

Under the rules for approva of a pension scheme pensions generdly cannot exceed two-thirds
of find sdary; find sdary in certain casesis limited in amount.

Contributions by sdlf-employed persons are tax deductible up to 17.5% of earnings, the amount
of earnings for this purpose is limited to £91800 (2000/2001) and the percentage limit of 17.5%

is increased in a range from 20% to 40% depending on age. New “stakeholder pensions’ from
6th April 2001 provide for payments of us to £3600 without reference to earnings.

9.  Arethefollowing contributions to pension schemes resident in other member states
tax deductible;

(@ contributions by employers
(b)  contributions by employees

(©  contributions by sdf-employed taxpayers

Austria
Pension commitment

(@ Since this type of penson scheme is not externaly funded, contributions to pension
schemes resident in other member dtaies can only be understood in the way that the
employer granting the penson promise is resdent outside Audtria The tax deductibility
depends on the tax regulations of the country of residence of the employer.

In case the employee has been seconded to an Audtrian affiliate / branch of a an employer
resdent in another member state, the cost borne by the Audrian affiliate / branch should be
tax deductible in Austria within the limits set out for Austrian employers (see answer to
question 8 (a)).

(b NA.

() NA.

Pension fund

(@ In case the employee has a direct penson entittement towards the non-resdent fund:
employer contributions are deductible for the employer but taxable to the employee (the
employee is subsequently not or only partly taxed on the penson payments received from
the fund. An exemption of ATS 4.000/ Euro 291 p.a. isavailable.

In case there is a datutory legd obligation to make contributions to the non resident fund
(eg. for an employee on a short-term secondment to Austria) the contributions are tax
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deductible to the employer and not taxable to the employee (the employee would then be
fully taxed on the pensions received).

(b) Genedly not deductible for the employee unless there is a Satutory lega obligation to
make such contributions.

() No.

Relief fund

(@ Yes(if under generd tax law the payments represent a bona fide business expense).
(b NA.
(c) NA.

Lifeinsurance

@ Yes(but fully taxable to the employee except for an ATS 4.000 / Euro 291 exemption).
(b) No (see 8 (b) in case the foreign insurer has a licence to do businessin Austria).
() No (see 8 (b) in case the foreign insurer has alicence to do businessin Austria).

Belgium

@ No.
(b No.
() No.

Finland

The contributions to the voluntary penson insurance scheme ae non-deductible, if the
insurance has been teken out a a foreign insurance company. But a pension insurance is
regarded as taken out in Finland if it has been granted by a permanent establishment of a foreign
insurance company stuated Finland.

Contributions paid by an employee, who has moved to Finland from abroad, or his employer are
deductible in his taxation in a moving year and following 3 years if an insurance has been taken
out & least ayear before amoving.

France

As seen above point 3 there is no specific condition as to the residence of the pension scheme.
Bu, if the French Tax Authorities tried to dispute the deductibility of contributions by
employers or sdf-employed taxpayer on the basis of the foreign residence of the scheme, double
tax tregties between France and other Member States following the OECD modd tax
convention would preclude them from doing so.

As a matter of fact, according Article 24-4 of the OECD modd tax convention (non
discrimination) interest roydties and other disbursements paid by an enterprise of a Contracting
date to a resident of the other Contracting State shall, for the purpose of determining the taxable
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profits of such enterprise, be deductible under the same conditions if they had been pad to a
resident of the first-mentioned State.

The tax tresties between France and some other Member States include such a provision :

- Audria(Art. 24-3),
- Spain (art. 24-3),

- ltdy (at. 25-3),

- Sweden (art. 24-4).

Garmany
Pension commitment

(@ Since the penson commitment is not externaly funded, contributions to pension schemes
resdent in other member states can only be understood in the way that the employer is
resdent in another member date. The tax deductibility in principle depends on the tax
regulations of the other member date, assumed the employee is gill employed wih the
employer resident in the other member date. In case the employee has been poged to a
German subsidiary of a parent company resident in the other member date, the
“contributions’ should be tax deductible in Germany — either in form of a charge by the
parent company or in form of the assumption of a hidden capita contribution.

(b NA.
() N/A.
Pension fund

(@ Yes (see answer to quedtion 7 (a)), assumed the foreign pension scheme is comparable to a
pension fund.

(b) Yes (see answer to question 7 (b)), assumed the foreign pension scheme is comparable to a
penson fund.

() NA.
Relief fund

@ Yes
(b) No.
() NA.

Lifeinsurance

(@ Yes The employer can deduct the contributions made on behdf of his employees as
business expenses. In addition, the employees can clam a deduction as specia purpose
expenses (“sonderausgaben”) of the employer contributions within their persona income
tax returns. Please note in this context that the consderation of these expenses is limited to
thresholds, which are normaly aready covered by mandatory sociad security contributions.
In case the employer contributions will benefit from the flat rate taxation (see answer to
question 11), a consideration within the income tax return will be denied.
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Italy

Up to 31.12.2000

@
(b)
(©

Contributions to penson schemes resident in other member dates by employers are not
deductible.

Contributions to pension schemes resident in other member states by employees are not
deductible.

Contributions to penson schemes resdent in other member dates by sdlf-employed
taxpayers are not deductible.

As from 01.01.2001

@
(b)
(©

Contributions to penson schemes resident in other member dates by employers are not
deductible.

Contributions to penson schemes resident in other member states by employees are not
deductible.

Contributions to penson schemes resdent in other member dates by sdf-employed
taxpayers are not deductible.

Luxermbourg

@
(b)
(©

Yes.
Y es within the limit of LUF 48.000.
Y es within the limit of LUF 48.000.

Netherlands

@
(b)
(©

No.
No.
No.

Portugal

@
(b)
(©

No.
No.
No.
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Even though there is not specific prohibition the deduction is not actually possble.

United Kingdom

For tax exempt retirement schemes the fundamental conditions are that the scheme must be
established in connection with a UK trade and that there is a UK resdent who will be
responsble for carrying out datutory duties in connection with the adminigtration of the
scheme.

Otherwise there is no reason why the scheme should not be resident overseas to enjoy tax
deductions under (a) and (b) (following approvd).

As regards deductibility of contributions by migrant workers to unapproved schemes there is no
gatutory or regulatory tax relief but by concesson if the Inland Revenue is satisfied that the
oversess scheme is smilar to UK approved superannuation funds relief will be given.

(©) Yes, if an EC insurance company but contributions to a persona pension scheme

edtablished by the EU insurance company must carry on long term business or provide long
term insurance in the UK.

10. If the answer to Question 9 is yes, is deductibility because of a double tax treaty. |f
yes, please specify EU treaties; if no, please explain.

Austria

Pension commitment

See 9. Above; no tax tregties are involved.

Pension fund

Deductibility is based on Audtrian domestic law. No double taxation treaty concluded by
Austria contains a provision concerning the deductibility of “contributions’.

Relief fund
Domestic law — no treaty involved.
Lifeinsurance

N/A.

Belgium
N/A.
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France

See question 3 above.

Garmany
Pension commitment

See response to 9 (a). As a matter of fact, no double taxation treaty concluded by Germany
contains a provison concerning the deductibility of “contributions’. Only the subsequent
digtributions are covered.

Pension fund

The deductibility will be achieved by applying the generd German tax provisons, and not
because of a double taxation treaty. As a matter of fact, no double taxation treaty concluded by
Germany contains a provison concerning the deductibility of  “contributions’. Only the
subsequent distributions are covered.

Relief fund

The deductibility will be achieved by applying the gener German tax provisons, and not
because of a double taxation tresty. As a matter of fact, no double taxation treaty concluded by
Germany contains a provison concerning the deductibility of contributions. Only the
subsequent distributions are covered.

Lifeinsurance
The deductibility will be achieved by applying the generd German tax provisions, and not
because of a double taxation treaty. As a matter of fact, no double taxation treaty concluded by

Germany contains a provison concerning the deductibility of contributions. Only the
subsequent distributions are covered.

Irdand

Allowed under generd principles once scheme approved.

Italy
Up to 31.12.2000

N/A.
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As from 01.01.2001

N/A.

Luxermbourg

No.

Netherlands

N/A.

Portugal

N/A.

Spain
N/A.

United Kingdom

Deductibility arises out of the general law and regulations and concessionary trestment and not

out of double tax tregties.

42

Aspects of the Taxation of Occupationa Pensions in the EU
December 2001



REE

TAXATION OF CONTRIBUTORS AND OF PENSIONERS

11.  Arecontributions made by employersto a pension scheme in respect of an employee
taxed in the hands of the employee at or about the time of making the contribution.

Austria

Penson commitment

This type of penson schemes is a deferred compensation.  The setting up of a provison in the
books of the employer is not taxable to the employee.

Pension fund

No if it is a quaifying pension scheme.

Relief fund

No, contributions to arelief fund are generaly not made in respect of a specific employee.
Lifeinsurance

Payment of insurance premiums by the employer are fully taxable to the employee except for an
ATS4.000/ Euro 291 exemption.

Belgium

No as for that contributions to group insurance contracts or pension funds are concerned. It may
happen however that the tax authorities disregard schemes by which companies apparently
insure themselves againgt the risk of decease or departure of their managers, when the
advantages are passed on the manager himsalf. In some case, the contract will be considered as
being definitively acquired, f.i. if the advantages are not withdrawn by grove fault, or if an
important premium is paid insgtead an increase d remuneration. Taxation as professona income
isthen entailed.

Finland

An employer is liable to impose a payroll withholding tax on contributions from an employee,
as far as contributions would be consdered as an earned income. Withholding taxes are
imposed on the basis of paying of contributions.

France

The tax treatment of supplementary pension schemes made by employers on behdf of ther
employees depends on their characterigtics.
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Supplementary pension scheme with fixed contributions

If the contributions are fixed, these contributions are exempt from income tax for the
employees. However, if the totd of the compulsory contributions and voluntary additiond
contributions to penson schemes paid by the employer for an employee exceed an amount

equa to 19% of eight times the celing of Nationa Security (268 128 F for the Y2K)), the
surplusis included in the employee ‘s income subject to income tax.

Supplementary pension scheme with fixed pensions

If the pensions are fixed, these contributions are exempt from income tax for the employees.

Gearmany
Pension commitment

Since the penson promise is a deferred taxation scheme, the “contributions’ (funding) are not
taxable in the hands of the employees &t the time they will be made.

Pension fund

Since the pension fund is not a deferred taxation scheme, the employer contributions are taxable
in the hands of the employees at the time they will be made. In principle, they will be subjected
to income tax, solidarity surcharge thereon and church tax (if applicable).

A specid tax regime is avalable in case the employer contributions do not exceed DM 3,408

per annum for each employee. In this case, German income tax can be optiondly levied at a flat
rate of 20%.

Relief fund

Since the relief fund is a deferred taxation scheme, the employer contributions are not taxable in
the hands of the employees at the time they will be made.

Lifeinsurance

Since the life insurance is not a defered taxation scheme, the employer contributions are
taxable in the hands of the employees a the time they will be made. In principle, they will be
subject to income tax, solidarity surcharge thereon and church tax (if applicable). A specid tax
regime is available in case the employer contributions do not exceed DM 3408 per annum for
each employee. In this case, German income tax can be optionaly levied at aflat rate of 20%.

Irdand

No.
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Italy
Up to 31.12.2000

Contributions made by employers to a penson scheme in respect of an employee are not taxed
in the hands of the employee, a or about the time of making the contribution, for an amount not
exceeding 2% of the employment income and in any case for an amount not exceeding Lit.
2.500.000 (Euro 1.291).

As from 01.01.2001

Contributions made by employers to a pension scheme in respect of an employee are not taxed
in the hands of the employee, a or about the time of making the contribution, for an amount not
exceeding 12% of employment income and in any case for an amount not exceeding Lit.
10.000.000 (Euro 5.164).

Luxermbourg
Cf. 4.a).

Netherlands

Contributions by employers are taxed a employees-leve if penson is paid to employee.

Portugal

Contributions made by employers to a penson scheme in respect of an employee are not taxed
in the hands of the employee, a or about the time of making the contribution, for an amount not
exceeding 15% of the salaries and wages paid by the employer.

Spain
In principle, not, but a clarification must be done:

- When the contribution is done, it receives the trestment of payment in kind and it must be
included in the taxable base.

- As we have explained in point 2, the same amount is deductible of the taxable base if
certain limits are not surpassed. It is not reasonable to suppose that the quantitative limit
(7212.15€ in the gandard case) is going to be surpassed because the Pension Fund cannot
admit contributions over this limit. But the percent limit (20% in the standard case) could be
broken and, in this case, the taxpayer is effectively taxed in hisincome tax.

United Kingdom

Not in respect of contributions to approved funds.
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12. Isthetax treatment of an employer’s contribution asin Question 11 different if the
pension schemeisresident or non-resident.

Audria

Pension commitment

No.

Pension fund

Yes. Contributions to nortresident pension fund will generaly be taxable to the employee.

Relief fund

Yes, contributions by the employer to a non-resident scheme are not taxable to the employee
only if the employee does not derive a specified (dlocable) benefit out of the employer's
contribution. If the contribution creates a specific (dlocable) benefit then the employee is
usudly taxed at the time the employer makes the contribution.

Lifeinsurance

No.

Belgium

That possibility is out of scope (see above, answer to question 9).

Finland

No, but in the case where an insurance has been taken out a foreign insurance company,
employer is lidble to impose withholding tax, because the contributions to the individua
voluntary pension insurance scheme paid by the employer are regarded as earned income of the
insured, if the insurance has been taken out at a foreign insurance company. A pension
insurance is regarded as taken out in Finland if it has been granted by a permanent
establishment of aforeign company situated in Finland.

France

There is no specific provisons in French tax law.

Germany
Pension commitment

No.
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No, i.e. the contributions to a non-resdent pension fund are in principle fully taxable at the time
the contributions will be made. The gpplication of the specid tax regime depends on the
guestion whether the non-resident pension fund is comparable to a German pension fund.

Pension fund

Relief fund

No, assumed the foreign pension scheme is comparable to arelief fund.

Lifeinsurance

No, i.e. the contributions to a non-resident life insurance are in principle fully taxable at the time
the contributions will be made. The application of the specid tax regime depends on the
question whether the non-resident pension fund is comparable to a German pension fund.

Irdland

No.

ltaly
Up to 31.12.2000

Yes it is. If the penson scheme is non-resident contributions are fully taxable as employment
income.

Asfrom 01.01.2001

Yes it is. If the penson scheme is non-resident contributions are fully taxable as employment

income.

Luxembourg

No.

Netherlands

No.

Portu

That possibility is out of scope (see above, answer to question 9).
Spain
Even though there is not specific prohibition, the described treatment is not actualy possible,
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If the fund is non-resident and is not an gpproved exempt fund (in respect of a UK trade with a
UK resdent adminigtration etc) and is not a payment to which a concesson applies (payment by
migrant employee to non-resident fund smilar to UK pension fund) then the payment will be to
an “unapproved retirement scheme’” and the contribution will be taxable in the hands of the
employee.

United Kingdom

13. Asregardsthe taxation of pensioners:
(@ at what timeisthe pension benefit taxable;

(b) how are the benefits treated, eg as employment income of a pensioner
formerly an employee;

(© what are the tax advantages, if any, available in respect of payments to
pensioners.

Audtria
Pengion commitment
(@ At the time the employee receives the pension payments

(b) The pension benefits are taxed as subsequent employment income, i.e. as employment
income of a pensioner who was formerly an employee. As a consequence, they are fully
subjected to Austrian income tax (to be withheld by the employer). Pensions paid by the
employer are, however, not subject to social security contributions and employers payroll
taxes.

() There are generdly no significant tax advantages with regard to payments to the employes;
the employee will be fully taxable with the penson payments at ordinary rates as
employment income

» Thereis a ATS 5.500 (Euro 400) tax exemption p.a; the exemption does not apply if
the pension exceeds ATS 300.000 (Euro 21.800) p.a

» Onetime payments in settlement of a pension obligation are taxed a haf the regular
income tax rate but only to the extent that such payments do not exceed ATS 120.000
(Euro 8.721). Specid trandtiona provisions gpply for the year 2001.

Pension fund

(@ Atthetimethe pensonis pad.

(b) Taxed as employment income; no socid security contributions or employer payroll taxes
(© ??1)/:: Z"e no specific tax advantages available for the pensioners.

Relief fund

(@ At thetime when the employee receives payments out of the fund.
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(b) Benefits are trested as employment income.
() No specific bendfits.

Lifeinsurance

@

Benefits out of a life insurance become taxable after the payments exceed the capitdised
vaue according to § 16 (2) BewG.

A onetime payment to the policyholder in settlement of al clams under a life insurance
policy (buy back of the insurance policy by the insurer) is tax exempt if the insurance
policy was taken out more than 10 years before the settlement date.

(b) Other income.
() Thereare no further tax advantages available.

Belgium

@

Pensons are taxed when they are obtained, & the rate gpplicable to the taxpayer's
aggregate income. Nevertheless, a tax alowance is granted, the amount of which is fixed in
such a way that if the sole income is a penson, not exceeding the unemployment
dlocation, no tax will be due.

The taxation of lump sum payments is as follows. a tax of 10 % is levied on the part
atributable to persona contributions, 16,5 % on the pat atributed to employer's
contributions; those rates gpply only if the capital sum is paid a the norma retirement dete,
or prior to that date, during one of the five years preceding, or a the early retirement
(“prépension/brugpensioen”) or if the beneficiary deceases. If the dispostion of the
benefits occurs before one of these events, the rates will be: on the part atribued to
persona contributions. 33%; on the part attributed to employer's contributions. the
margind rete.

(b) See answer to point (a).

() Seeanswer to question (a).

Finland

(@ and (b) The insured-based penson will not be pad before the age of 60 years. Pension

payments will be paid during the pension years as normd earned income. Payments of a
continuous pension are an item of eaned income in tax years when insurance based
pension has been paid.

() NA.

France

The tax advantages available in respect of payment to a pensoner are those granted to dl
pensions received by al former employees ie an dlowance for costs equa to 10% of the taxable
income (minimum: 2050 F by pensioner ; celing : 20 100 F by household) and a generd 20%
reduction granted to income declared by third parties.
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Gamany

Pension commitment

@
(b)

(©

At the time of its digtribution, which is/garts normally at retirement date.

The pension bendfits are taxed as subsequent employment income, i.e. as employment
income of a pensoner who was formerly an employee. As a consequence, they are fully
subjected to German income tax, solidarity surcharge thereon and church tax (if

goplicable).

It will be granted a specid tax-free dlowance of 40% of the pension, limited to DM 6,000
in totd per annum. If the penson is paid out in one lump sum, a specid tax regime is
available. It provides for a taxation with an average income tax rae for income derived for
a period of more than one year in order to reduce the progressive effect of the German
income tax.

Pension fund

@

(0)

(©

At the time of contribution, the contributions will be subjected to tax. Hence the later
digributions at retirement date will not be taxed, if made in one lump sum, or only on their
interest part, if paid out in formof annuities.

The pension benefits are taxed as other income since dready the contributions have been
taxed as an employment income. Due to the fact that other income only prevails in case the
income recurs, a lump sum distribution will not be taxable, whereas in case of annuities the
interest part will be subjected to German income tax, solidarity surcharge thereon and
church tax (if applicable).

There are no further tax advantages available for the pensioners.

Relief fund

@
(b)

(©

At the time of its digtribution, which is /starts normally at retirement date.

The pension bendfits are taxed as subsequent employment income, i.e as employment
income of a pensoner formerly an employee. As a consequence, they are fully subjected to
German income tax, solidarity surcharge thereon and church tax (if applicable).

It will be granted a specid tax-free alowance of 40% of the pension, limited to DM 6,000
in totd per aanum. If the pendon is paid out in one lump sum, a specid tax regime is
available. It provides for taxation with an average income tax rate for income derived for a
period of more than one year in order to reduce the progressive effect of the German
income tax.

Lifeinsurance

@

At the time of contribution, the contributions will be subjected to tax. Hence the later
digtributions at retirement date will not be taxed, if made in one lump sum, or only on their
interest part, if paid out in form of annuities.
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(b) The penson benefits are taxed as other income since aready the contributions have been
taxed as employment income. Due to the fact that other income only prevails in case the
income recurs, a lump sum digtribution will not be taxable, whereas in case of annuities the
interest part will be subjected to German income tax, solidarity surcharge thereon and
church tax (if applicable).

() Thereare no further tax advantages available for the pensoners.

Ireland

(@ When received.

(b) Asemployment income.

() Lumpsum at time of retirement tax free subject to limits..
Italy

Up to 31.12.2000

(@ The penson benefit is taxable on payment.
(b) The benefits of a pensioner formerly an employee are treated as follows.

benefit paid out in the form of capital:

o the amount not exceeding the 50% of the totd penson bendfit is taxed
“separately” on the basis of the average of the taxable income declared in the
five-year previous period. Consequently it is not aggregated with other income
which is taxed at the regular graduated rates;

0 theexcess amount is taxed as ordinary employment income;
benefit paid out in the form of financia return:
o 875% i_staxed as ordinary employment income;
0 125%isexempt.
(c) There are not tax advantages available in repect of payments to pensioners.
As from 01.01.2001

(@ The pendon bendfit is taxable on payment.
(b) The benefits of a pensioner formerly an employee are treated as follows:.

benefit paid out in the form of capita, which in any case has not to exceed 1/3 (one
third) of the total pension benefit, has to be divided into three parts:

0 the one corresponding to contributions which were deducted during the pension
scheme is taxed “separately” on the basis of the average of the taxable income
declared in the five-year previous period. Consequently it is not aggregated with
other taxable income which is taxed &t the regular graduated rates,
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o the one corresponding to contributions which were not deducted during the
pension scheme is exempt;

0 theexcessamount istaxed as ordinary employment income.

benefit paid out in the form of financid return, which in any case can not be lower
than 50% of the total pension benefit, has to be divided into three parts:

o0 the part corresponding to the financiad return earned by the penson fund is
exempt since it was subject to the 11% “ subgtitute tax” vis a vis the pension fund;

o the part corresponding to contributions which were not deducted during the
pension schemeis exempt as well;

0 theexcess amount istaxed as ordinary employment income.

() There are not tax advantages available in repect of payments to pensioners.

Luxermbourg

(@ a thetime the employer pays the contribution.

(b) contributions are considered as saary.

() no taxation on pensions received later. Tax withheld under 4.a) is deductible with the
beneficiary up to LUF 48.000 per year.

Netherlands

@ At the time of payment of the pendon the full penson is taxed a the receiver
(pensioner/ex-employes).

(b) Pendon isbeing trested as former -employeeincome.

() Pensionersdo not pay premiums for State pensions.

Portugal

(@ At thetimethe pendon is pad.

(b) At the rate gpplicable to the taxpayer’s aggregate income. Nevertheless, a tax allowance is
granted, the amount of which is fixed in such away thet if the sole income is a pension.

() There are no specific tax advantages available for the pensioners.

Spain
The benefit is taxed when collected by the pensioner.
Pension plan benefits are treated as employment income, however, when the bendfit is paid as a

lump sum, the pensioner will reduce the gross income in 40% (if the contribution is minimum 2
years old).
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(@ pendons ae taxable a pensonable age in terms of the contract and on payment of the
pension.

(b) asemployment income.

(© lump sum payments up to certain limits (eg 25% of the fund in respect of persond pension
contracts of the self-employed) are payable tax free.

United Kingdom

14. Isthe taxation of pensionersin Question 13 different if the pension scheme is non-
resident.

Audlria

Pension commitment

No.

Pension fund

If the employer pension contributions to the non-resident pension fund were made under a

gatutory legal obligation (and the contributions were therefore not taxable to the employee)

then the pension received is fully taxable to the employee as employment income (income from

a previous employment).

If, however, the employer contributions to the non-resdent fund were taxable in Austria

(because the contributions are not based on a dtautory legd obligation) then only 25% of the

payments received from the non-resident fund are taxed under domestic law (8 25 Z.2 b ESIG);

whether there is actudly a tax in Audria depends dso on the provisons of gpplicable tax

treaties.

Relief fund

Generdly not different (taxable as income from employment).

Lifeinsurance

No.

Belgium

That possibility is out of scope (see above, answer to question 9).

Finland

If pension payments are paid to abroad the width of Finland's taxing right in the case in question
is defined by a possible tax treaty. According to the most of the tax treaties the payments of
voluntary pension insurances are taxed in the country of residence.
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France

There is no specific provison in French tax law.

Garmany

Pension commitment
No.

Pension fund

No, as far as German taxes are concerned. There might be other tax issues in the country of
which the pension fund is resident of, however.

Relief fund
No, assumed the foreign pension scheme corresponds to arelief fund.

Lifeinsurance

Italy

Up to 31.12.2000

Yes it is. The taxation of pensoners in Question 13 is different if the penson scheme is non-
resdent since the benefits of a pensioner formerly an employee are taxed as an ordinary
employment income.

As from 01.01.2001

The taxation of pensioners in Question 13 is different if the penson scheme is non-resdent
since the benefits of a pensoner formerly an employee are taxed as an ordinary employment
income.

Luxembourg

No.
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Netherlands

No.

Portugal

That possibility is out of scope (see above, answer to question 9).

Spain
Yes, since only those plans registered in Spain qudify as "pension plans.”

United Kingdom
The postion in Questions 13 and 14 would be the same except that the lump sum exemption

would not be avalable (this assumes that the nonrresident scheme is not in fact an gpproved
exempt scheme).

15. Isthetaxation of pensionersin Question 13 different if the employment in respect of
which the pension is payable was exercised in another EU dtate.

Audlria

Pension commitment

There is no difference under Austrian domestic law. A pensioner resdent in Audtria receiving a

penson from an employer not resdent in Audtria will in principle be fully taxable in Audtria
The actud tax treatment depends on the gpplicable tax tregty (if any).

Pension fund

Generdly not, but this depends on the gpplicable tax tresty.
Relief fund

No (subject to provisionsin gpplicable tax tresties).
Lifeinsurance

N/A.

Belgium

The application of the rates of 10 % and 33 % on the part of capita sums which are atributable
to persond contributions are made conditiona on the payments of the contributions in the hands
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of an insurance company or a penson fund locaed in Begium. Whether the employment was
exercised in Belgium or in another EU State is irrelevant.

As for the application of the rate of 16,5 %, there is no such condition that the contributions
would have been paid in the hands of an insurance company or a pension fund located in
Bdgium. Whether the employment was exercised in Belgium or in another EU State is dso
irrdlevant.

Finland

No. See answer to question 14.

France

Thereis no specific provison in French tax law.

Gernany

Pension commitment

The answer to this question mainly depends on the classfication of the penson under the
gpplicable double taxation treaty. If the pension will be subsumed under Art. 15 (employment
income) the right to tax the penson will be solely attributed to the state in which the former
employment was exercised. However, if the pension is classified a pension (Art. 18) in the sense
of the applicable treaty, the dtate in which the (former) employee is resdent of at the time of
receipt will have the sole right to tax the pension.

Assumed a German pensioner will receive a pension out of another EU member dtete, the right
to tax the penson should be attributed to Germany, even in case the former employment was
exercised in another EU member date. According to the leading German commentaries of
double taxation tredties, for smplification reasons any pension should fal under the scope of
Art. 18, even if the underlying employment generated employment income in another (the
employment) state. The only requirement to be fulfilled is that the recipient actudly is retired
and does no longer work. In case the recipient is unemployed or changed from dependent
sarvices to independent services, the pension will not be qudified as a pension in the sense of
the treaty, but as employment income instead. Hence the right to tax the income will be
switched to the state in which the former employment was performed.

Pension fund

The answer to this question mainly depends on the qudification of the penson pad by the
pension fund. According to one of the leading commentaries on double taxation treaties
payments made by a pension fund should not quaify as a penson in the sense of Art. 18 of the
OECD Modd Convention, but as other income in the sense of Art. 11 of the OECD Modd
Convention. This view is based on the fact that the underlying contributions have aready been
taxed as employment income. Hence any benefit distributed by the penson fund is regarded as
part of the private property sphere of the employee. The different quaification of the payment
(compared to the pension commitment, relief fund) does not lead to a different result, however:
The right to tax the income will be attributed to the residence state of the recipient.
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Relief fund

The answer to this question mainly depends on the classfication of the pension paid out of the
relief fund under the applicable double taxation treaty. If the penson will be subsumed under
Art. 15 (employment income) the right to tax the pension will be solely attributed to the state in
which the former employment was exercised. However, if the pension is classfied a pension
(Art. 18) in the sense of the gpplicable treaty, the state in which the (former) employee is
resident of at the time of receipt will have the sole right to tax the pension.

Assumed a German pensioner will receive a penson out of another EU member dtate, the right
to tax the pension should be dttributed to Germany, even in case the former employment was
exercised in another EU member gdate. According to the leading German commentaries of
double taxation tredties, for simplification reasons any pension should fal under the scope of
Art. 18, even if the underlying employment generated employment income in another (the
employment) state. The only requirement to be fulfilled is that the recipient actudly is retired
and does no longer work. In case the recipient is unemployed or changed from dependent
sarvices to independent services, the penson will not be qudified as a pension in the sense d
the treaty, but as employment income ingtead. Hence the right to tax the income will be
switched to the state in which the former employment was performed.

Lifeinsurance

The answer to this question mainly depends on the qudification of the pension paid out of the
life insurance. According to one of the leading commentaries on double taxation tregties
payments made by a pension fund should not qudify as a penson in the sense of Art. 18 of the
OECD Modd Convertion, but as other income in the sense of Art. 11 of the OECD Modd
Convention. This view is based on the fact that the underlying contributions have aready been
taxed as employment income. Hence any benefit distributed by the pension fund is regarded as
part of the private property sphere of the employee. The different qudification of the payment
(compared to the penson commitment, relief fund) does not lead to a different result, however:
The right to tax the income will be attributed to the residence state of the recipient.

Irdland

No.

Italy
Up to 31.12.2000

The taxation of pensioners in Question 13 is not different if the employment in respect of which
the pension is payable was exercised in another EU state providing that the Itdian pension fund
continues getting contributions after the transfer of the employees abroad; in other words
providing that the pension scheme goes on in the same way as it was before the transfer of the
employees abroad.

As from 01.01.2001
The taxation of pensioners in Question 13 is not different if the employment in respect of which

the pension is payable was exercised in another EU state providing that the Itdian pension fund
continues getting contributions after the transfer of the employees abroad; in other words
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providing that the pension scheme goes on in the same way as it was before the transfer of the
employees abroad.

Luxermbourg

No.

Netherlands

Pensons are generdly taxed in the State of living a the moment of receivd of the pension.
Pensions for former government employees can be taxed n the State of origin (art. 19 Dutch
Standard Tax Tresty).

Portu

Generdly not, but this depends on the gpplicable tax treety.

Spain

Spanish law does not provide for any difference with respect to the place of employment;
however, in practice, given tha only plans registered in Spain qudify as "pension plans', the
penson benefits only gpply to "Spanish employment” since it is not frequent that “non-Spanish
employment” uses a pension plan registered in Spain (except in cases of expatriates of Spanish
companies).

United Kingdom
Under most double tax tregties pensions are taxable where the pension is received and not where

it originates. Pensons received in the UK from EU dates will be taxed in the same way as UK
pensions from UK sources.

Aspects of the Taxation of Occupationa Pensions in the EU
58 December 2001



REE

QUESTIONNAIRE ON TAXATION OF THE PENSON FUNDSIN THE EU
(ANSWERS FROM ACCESSION COUNTRIES - SLOVENIA)

TYPES OF PENSION SCHEME

1.  What types of supplementary pension schemes are commonly used in your country

Voluntary contributions by employers and employees.

QUALIFYING PENSION SCHEMES

2.  Toenjoy tax ben€fitsisit necessary for the pension scheme:
(@ toconform to legidation, or
(b)  to be approved by the national fiscal authority, or

(© toconform to legidation and to be approved by the national fiscal authority.

To conform to legidation and to be approved by the nationa fiscal authority.

3.  Toenjoy tax benefitsisit a condition that the pension schemeisresdent in the sate.

Yes.

PENSION SCHEME TAX ADVANTAGES

4, Isa qualifying pension scheme of the separate pension fund type exempt from:

(@ incometaxes

(b) capital taxes
@ Yes
(b Yes

(in limited amounts of min. 3.000,00 SIT and max. 30.000,00 SIT, but supplementary
contributions per month can’t be more than 24% of obligatory pensions contributions)
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No.

N/A.

Does a qualifying pension scheme of the separate pension fund type enjoy other tax
advantages.

If you have answered yesto Question 5, briefly describe the tax advantages.

What tax advantages, if any, are enjoyed by qualifying penson shemes which are
not of the separate pension fund type.

CONTRIBUTIONSTO QUALIFYING PENSION SCHEM ES

Are the following contributions to resdent qualifying pension schemes tax
deductible

(@ contributions by employers
(b)  contributions by employees

(©  contributions by self-employed taxpayers.

Y es, the three of them, but in limited amount mentioned in question 4.

9.  Arethe following contributions to pension schemes resident in other member states
tax deductible:
(@ contributions by employers
(b)  contributions by employees
(©  contributions by sdf-employed taxpayers
@ No.
() No.
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() No.

10. If the answer to Question 9 is yes, is deductibility because of a double tax treaty. |f
yes, please specify EU treaties; if no, please explain.

N/A.

TAXATION OF CONTRIBUTORS AND OF PENSIONERS

11.  Are contributions made by employers to a pension scheme in respect of an
employee taxed in the hands of the employee at or about the time of making the
contribution.

Yes.

12 Isthetax treatment of an employer’s contribution as in Question 11 different if the
pension scheme isresident or non-resident.

Just resident pension scheme is acceptable.

13. Asregardsthe taxation of pensioners:
(d) at what timeisthe pension benefit taxable;

(60 how are the benefits treated, eg as employment income of a pensioner
formerly an employee;

() what are the tax advantages, if any, available in respect of payments to
pensioners.

(@ a thetime of paying out.

(b) benefits are treated as employment income of a pensoner formerly an employee but
pensioner has some additional tax relief.

(c) the pensioners over 65 years has a tax relief in amount of 8% of the average year payment
of employees in Slovenia The other kinds of tax rdief are the same as for employees
income.
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14. Isthe taxation of pensioners in Question 13 different if the pension scheme is non-
resident.

Non-resident pension scheme is not acceptable.

15. Isthetaxation of pensionersin Question 13 different if the employment in respect of
which the pension is payable was exercised in another EU state.

Legidation about persona income tax is in process of changing because of its accommodation
to new pension system in Slovenia
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