


Follow up to the Parliament non-legislative resolution on the tax treatment of pension products, including the pan-European Personal Pension Product (PEPP)
1.	Rapporteurs: Sophie IN 'T VELD (ALDE / NL)
[bookmark: _GoBack]2.	Reference numbers: 2018/2002 / A8-0481/2018 / P8_TA-PROV(2019)0358
3.	Date of adoption of the resolution: 4 April 2019 
4.	Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)
5.	Brief analysis/assessment of the Resolution and requests made in it: 
The resolution, whilst recognising that the Member States have exclusive competence in the area of direct taxation, indirectly asks the Commission to consider three approaches:
1. Analysing existing tax incentives for personal pension products and assessing their costs, effectiveness and redistributive effects, and, where applicable, addressing inefficiencies and regressive effects.
The Commission supports this approach.
2. Granting the same tax relief to PEPP as that granted to national personal pension products, even in cases where PEPP features do not fully match all the national criteria.
This approach was also included in the Commission’s Recommendation on the tax treatment of personal pension products, including the pan-European Personal Pension Product[footnoteRef:1]. [1:  	C(2017) 4393 final of 29 June 2017] 

3. Granting specific tax relief to PEPP, harmonised at Union level, to be laid down in a multilateral tax agreement between the Member States.
The Commission considers that harmonising tax relief for PEPP would be difficult, since the PEPP Regulation harmonises a number of elements of PEPP, but not the elements that are critical to qualify for tax relief. 
6.	Response to requests and overview of action taken, or intended to be taken, by the Commission:
1. Analysing existing tax incentives
As regards the first approach, the Commission financed a study by the Organisation for Economic Co-operation and Development (OECD) “Financial Incentives and Retirement Savings”[footnoteRef:2], published on 3 December 2018. [2:  	http://www.oecd.org/finance/financial-incentives-retirement-savings.htm] 

The next Pension Adequacy Report of the Commission and the Social Protection Committee, to be published in 2021, will examine the redistributive effects of taxation of pension systems.
2. Same tax relief  for PEPP, as that granted to national personal pension products, even in cases where PEPP features do not fully match all the national criteria
This is a recommendation to the Member States, shared by the Commission, as noted above.
3. Harmonising tax relief for PEPP and laying it down in a multilateral convention
This is a recommendation to the Member States. The Commission considers that harmonising tax relief for PEPP may be difficult.
As noted above, the PEPP Regulation harmonises a number of elements of PEPP, but not the elements that are critical to qualify for tax relief. The regulation provides for sub-accounts per Member State in order to enable PEPP providers to adapt the characteristics of their product to the national conditions for tax relief of each Member State, so that PEPP savers are eligible for tax relief, when such relief exists in their Member State of residence.
Each sub-account will therefore have its own definition of the private pension product that qualifies for the tax relief of the Member State to which that sub-account is dedicated. Where the products are different for each Member State in terms of, for example, the size of the annual contributions that qualify for tax relief, it is difficult to see how tax relief for PEPP could be harmonised.
In line with its Recommendation of 2017 on the tax treatment of personal pension products, including the Pan-European Personal Pension Product (PEPP)[footnoteRef:3], the Commission intends to encourage the Member States to exchange best practices regarding the taxation of PEPPs and other personal pension products, with a view to aligning their national criteria for granting tax incentives as much as possible and facilitating the portability of such products. [3:  	Commission Recommendation C(2017) 4393 final of 29 June 2017 on the tax treatment of personal pension products, including the Pan-European Personal Pension Product (PEPP)] 

However, the Commission notes that for harmonising tax rules for the PEPP (as suggested by the Parliament’s resolution) unanimity is required. As long as the unanimity rule remains for tax legislation, the Commission deems it unrealistic to expect harmonisation of tax rules for tax relief for PEPP. The Commission believes that the unanimity requirement should be overcome. To this end, it launched a debate on a gradual transition to qualified majority voting in EU tax policy by its Communication "Towards a more efficient and democratic decision making in EU tax policy"[footnoteRef:4]. [4:  	COM(2019) 8 final, of 15 January 2019] 
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