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Foreword

Pensions are basically designed by the
Member States, the social partners and
pension providers on the basis of national
legislation. However, international impacts
and evolutions, notably from EU legislation,
are steadily increasing and becoming more
important for all pension institutions. That is
why there is a need for information about
these developments to create a sound basis
for decisions taken by public sector pension

institutions associated with EAPSPI.

Against this background, EAPSPI’s working
groups have summarized — for the first time
— the most important evolutions of the year
2009. The basis of this report is the findings
of EAPSPI's working group sessions that
were presented to all EAPSPI subscribers in
the open information meeting on 15 Octo-
ber 2009, preceding the Annual General
Meeting.

This annual report of EAPSPI's working
groups is therefore addressed to all those
who wish to get rapid access to information
about the most important international and
EU developments in the past year. Without
going into detail it aims to outline the major
evolutions. By presenting this report we
want to encourage further EAPSPI mem-
bers to take part in the working groups in
order to promote information exchange be-

tween members and within the association.

2009 was notably marked by the continua-
tion of the financial crisis and its effects on
pension schemes. Funded schemes in par-
ticular were — and are — still concerned by
the turmoil on the financial markets and by
an often huge decrease of their assets. The
EU legislator therefore has undertaken vari-
ous initiatives to stabilize the financial sector
in general and the pension sector in particu-
lar to avoid similar critical situations in the
future. But the crisis was not the only impor-
tant issue for public sector pension
schemes in 2009. Also, questions of cross-
border activities, taxation issues and the
jurisprudence of the European Court of Jus-
tice (ECJ) have affected EAPSPI's mem-
bers and are hence outlined in this bro-

chure.

We hope that this report will help to achieve
a better understanding of the sometimes
complex European issues. We finally would
like to express our thanks to all members of
the working groups and we are looking for-

ward to their future activities and initiatives.

e d Wi

Wolf R. Thiel

Chairman

Hagen Hugelschaffer

Secretary General
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GENERAL ASPECTS OF THE FINANCIAL CRISIS
REGARDING PENSIONS




General aspects of the financial crisis

regarding pensions




e PAYG schemes are not affected by infla-
tion as funded schemes, but for schemes
financed by general taxation, falling tax
incomes stemming from the crisis hit
public accounts, leading to huge deficits
(expected 6% for 2009 and 7.6% for
2010) which together with demographic
changes end up in a heavy financial bur-
den for future generations as well as first

pillar pension cuts.

Therefore, short or long term effects of the
financial crisis vary depending on the struc-
ture of the scheme, the Member State
where they are located and its public ex-
penditure policy. But pension funds are af-
fected by the crisis in a different way than
other financial institutions — as for instance
banks — are affected. Pension funds bal-
ance sheets have a much longer term na-
ture (both liabilities and investments). Fur-
thermore pension funds did not generally
invest so heavily in toxic assets. Because of
the long-term nature of pension funds they
are not as directly affected by the credit

shortage as banks.

If pension schemes are classified according
to the risk allocation, they can be divided as
defined benefit (DB) or defined contribution
(DC) schemes.

e |In the case of DB schemes, the current
pensioners do not face any problems de-
riving from the crisis. But the situation is

different for pensioners in the near future.

Next to the recent negative investment

results they are also faced with very low
interest rates used as discount rates,
meaning low pension income out of the

already low investment results.

e Current and future pensioners of DC
schemes face both reduced indexations
and even pension rights. As a result fu-
ture pensioners will probably need to
work longer in order to obtain an equiva-
lent pension, putting more pressure on

unemployment among young workers.

There is a study of the UK National Associa-
tion of Pension Funds (NAPF) which shows
that UK employers tend to reduce pension
costs and risks by moving from DB to DC
schemes. With respect to the employees’
perspective, confidence in pensions has

been struck, and is declining in time.

As a result of the crisis, the following four
new dimensions have emerged, among

others, into the discussion:

e |Intergenerational fairness and solidarity:
Who is going to pay what in terms of con-
tributions, and who is going to receive
what in terms of pension results?

e Risk awareness among beneficiaries:
There is a trade off between contribu-
tions and rate of return/risk.

e New supervisory rules: Is insolvency pro-
tection possible? A system of prudential

regulation should be anti-cyclical and




Cyril Savelkoul
APG, The Netherlands
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EFFECTS OF THE CRISIS ON ASSET MANAGEMENT




Effects of the crisis on asset manage-

ment

London seminar 5 March 2009

Reducing equity holdings: changes in asset allocation in 2008
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The effect of the crisis on the funding ratio: falling assets and rising liabilities




lllustration of the effect of the discount rate on the funding ratio (constant level of as-

sets) crisis on the funding ratio: falling assets and rising liabilities
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Asset-management working group

The group is a forum of experts to promote
in-depth exchange of best practise in order
to help members to improve their asset
management and to learn about the chal-
lenges and solutions for other institutions.
The initiative was based on a proposal of
EAPSPI's Board of Directors at the begin-
ning of 2008, after the subprime crisis burst
but some time before the worsening of the
current financial crisis. Therefore, the work-
ing group and its activities are particularly
important for funded schemes that are
nowadays faced with sometimes consider-
able losses over a short period. The group’s
work also concerns those pay-as-you-go
schemes that are accumulating reserves as
financial buffers or that intend to move to a
funded system in the medium- or long-term.
But the scope of the working group’s activi-
ties is not restricted to the sole issue of as-
sets even if the name of this working group
might lead to this conclusion. The ongoing
discussion about new supervisory rules —
either in the context of the Solvency Il Direc-
tive or of the revision of the IORP Directive
will have to be observed and analysed thor-

oughly by this group.

Although EAPSPI's member organisations
all provide pension services for the public
sector, there are large difference as to their
nature (special basic schemes of the 1%
pillar or supplementary schemes of the 2™

pillar as well as distinction between DB- and

DC-schemes), as to its financing techniques
(PAYG or funding), supervisory rules, num-
ber of affiliated members and organisation
as national or regional pension institutions.
These differences affect inter alia as-
set/liability management, asset allocation,
eligible assets, prudential supervision, sol-
vency requirements and accounting rules.
Despite this diversity, the members of
EAPSPI face the same basic challenges
(e.g. maintaining financial equilibrium be-
yond the short-term); they invest in the
same markets, place their assets in similar
investments and pay close attention to re-

sources devoted to this function.

Starting from these considerations, the
working group first defined the following
areas that are to be debated although every
member is aware of the fact that these is-
sues can only be handled in an exhaustive
manner step by step and not within a short

period. These areas are:

e Socially Responsible Investment (SRI)
with the subtopics Real estate SRI and
communication on the SRI policy and
engagement. A couple of years ago SRI
was a kind of “gadget” to be discussed
as a possible policy, while nowadays the
idea is emerging that any sound invest-
ment should be SRI in some way.

e Strategic Asset Allocation Process.

e Asset management techniques.




Conclusion

Tim Pullman
CDC, France
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NEW REGULATORY FRAMEWORK FOR IORPS




New supervisory framework for IORPs

This section contains:

A summary of the developments in
2008/2009 regarding the Solvency Il Di-
rective and its consequences for institu-
tions of retirement provision (IORPs).

e The current discussion on whether new
harmonized solvency rules will be elabo-
rated for IORPs in the near future.

e New supervisory architecture, conceived
by the Commission, as an output of the
“de Larosiére-report”.

e Possible insolvency protection for IORPs

and some summarizing remarks.

Solvency Il and IORPs

The Council and the European Parliament
reached a compromise on 23 March 2009
on the Solvency Il Directive. The European
Parliament adopted this Directive on 22
April and the Council on 5 May, just before
the parliamentary elections in June. Sup-
plementary pension schemes of the second
pillar remain excluded from the scope of the
directive. Therefore, Solvency Il will not be

applicable to IORPs.

However, this compromise stipulates that
the Commission, supported by CEIOPS,
should review the IORP Directive’ as soon
as possible in order to create a harmonized
framework for supervisory rules for IORPs
at EU level. This framework should take into
consideration the differences between the
second and the third pillar. Consequently,
the application of any Solvency Il rules

should not be prejudged in this process.

New solvency rules for IORPs?

The Commission launched a public consul-
tation from September to November 2008
on whether solvency rules for at least some
IORPs (notably those without a sponsoring
institution or those offering cross-border
services) should be harmonized.? Alto-
gether, 60 institutions participated in this
consultation. The results were summarized
in a Feedback Statement of the Commis-
sion of 16 March 2009.

' Directive 2003/41/EC on the activities and supervi-
sion of institutions for occupational retirement provi-
sion

2 Consultation of 3 September 2008 on the Harmoni-
sation of Solvency Rules applicable to Institutions for
Occupational Retirement Provision (IORPs) covered
by Article 17 of the IORP Directive and IORPs operat-
ing on a cross-border basis (Ares (08) 14767)
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The key messages of EAPSPI in this consultation are as follows







The next step was a public hearing organ-
ized by the Commission on 27 May 2009 in
Brussels. At this event, four different panels

dealt with the following questions:

e Need for harmonisation of solvency rules
for IORPs at EU level.

e Level playing field between pension
funds and insurance undertakings.

e Technical provisions and solvency rules
in a cross border context.

e Other questions, such as investment
rules for defined-contribution schemes,
occupational pension provision in differ-
ent Member States; impact on the overall

pension system.

The main opinions of the panellists and
other participants can be outlined as fol-

lows:

Especially pension funds’ representatives,
but also the employers’ stakeholders, were
against any further harmonisation. They
underlined the fundamental differences be-
tween second and third pillar institutions
especially by highlighting the social mission
of IORPs for supplementary old age income
alongside the statutory first pillar schemes.
IORPs are furthermore not-for-profit organi-
sations that have different security mecha-
nisms in the Member States. Finally, their
different structures would complicate any

harmonization at EU level.

The protagonists of a harmonized EU

framework for solvency rules mainly come
from the insurance industry. Their argumen-
tation is mainly based on the formula “same
risk — same capital”. In their opinion, IORPs
offer the same products as third pillar insti-
tutions. Therefore, the Solvency Il Directive
now has created an unjustified different
treatment of insurance companies (falling
under the scope of the Solvency Il Directive)
and second pillar institutions that remain
excluded. Therefore, harmonization should
take place. Yet, the undeniable differences
of IORPs and insurance undertakings

should be taken into consideration.

Against this background and the tendencies
in the further discussions at EU level, a re-
vision of solvency rules for IORPs is prob-
able at a medium-term horizon. A further
element in this context could be the new
“duration based equity-risk sub-module”
(also called “Solvency Il light model”) for
some kinds of insurance undertakings offer-
ing occupational pensions under specific
conditions laid down in Art. 305b of the new
Solvency Il Directive. A basic political deci-
sion is awaited after the election and the
introduction of the new commissioner for the
DG Internal Market that is competent for this
dossier. A draft directive might be published
by mid 2011. A transfer into national legisla-
tion could thus be achieved by the middle of

this decade.
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New supervisory architecture at EU level

The “de Larosiéere report”




The “de Larosiére report” was followed by

two consultations in spring 2009. On 23
September, the Commission published sev-
eral draft regulations to establish the new
supervisory framework. This draft legislation
proposes three different bodies: European
Systemic Risk Board (ESRB), European
System of Financial Supervisors (ESFS)
and finally a Board of Appeal.

e The European Systemic Risk Board
(ESRB) should monitor and assess risks
to the stability of the financial system as
a whole ("macro-prudential supervision").
It should provide early warning of sys-
temic risks that may be building up and,
where necessary, recommendations for
action to deal with these risks. The ESRB
will not have any binding powers to im-
pose measures on Member States or na-
tional authorities. It has been conceived
as a "reputational" body that should in-
fluence the actions of policy makers and
supervisors by means of its moral author-
ity. The main decision-making body of
the ESRB will be the General Board (61
members), assisted by the Steering
Committee (12 members), the Secre-
tariat, and the Technical Advisory Com-
mittee. The Board will be located in
Frankfurt and will be financed and sup-
ported by the ECB.

e The European System of Financial Su-
pervisors (ESFS) will be competent for

the supervision of individual financial in-

stitutions  ("micro-prudential  supervi-
sion"). It will consist of a network of na-
tional financial supervisors working in
tandem with new European Supervisory
Authorities (ESAs). However, everyday
supervision will be executed by the na-
tional supervisory authorities. The ESAs
will be created by the transformation of
the existing three “Level-3 Committees”
(often abbreviated as 3L3-committees) of
the Lamfalussy-structure for the banking,
securities and insurance and occupa-
tional pensions sectors. The current
Level-3 Committees are the Committee
of European
(CEBS), the Committee of European Se-
curities Regulators (CESR) and the

Committee of European Insurance and

Banking  Supervisors

Occupational  Pensions

(CEIOPS).

Supervisors
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The Lamfalussy structure
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Lamfalussy — Model from the Perspective of CEIOPS
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The new European Supervisory Authorities

are:

e The European Banking Authority (EBA).

e The European Securities and Markets
Authority (ESMA).

e The European Insurance and Occupa-
tional Pensions Authority (EIOPA). Ac-
cording to the draft regulation of Sep-
tember 2009, EIOPA should have -
among others — the following compe-

tences:

e development of binding technical
standards and interpretative guide-
lines that are to be approved by the
Commission;

e development of guidelines and rec-
ommendations for national supervi-
sory authorities to ascertain the uni-
form application of EU law;

e binding decisions in case of dis-
agreement within colleges of super-
visors in case of cross border
IORPs;

e intervention in case of manifest
breach of EU law. The Commission
should then take a binding decision
to national authorities on recom-
mendation of EIOPA;

e coordination in the case of crisis;

e collection of micro-prudential infor-

mation.

The ESAs will be Community bodies with a
legal personality. The ESAs will take on all
the tasks of the existing European supervi-
sory committees. In addition they will have —
as shown above for EIOPA — significantly
increased responsibilities, defined legal
powers and greater authority. The main de-
cision-making body of each ESA will be its
Board of Supervisors, consisting of the
heads of the relevant national supervisors
as well as the Chairperson of the respective
Authority. The day-to-day management of
each Authority will be in the hands of an
Executive Director. It is proposed to main-
tain the present place of residence of the
existing European committees of supervi-
sors to allow a fast and effective transition

to the new regime.

e A Board of Appeal that ensures that any
natural or legal person, including national
supervisory authorities, may in first in-
stance appeal against a decision by the
ESAs. The Board of Appeal shall be a
joint body of the three ESAs, i.e., it will
deal with issues related to banking, in-
surance and securities. The Board of
Appeal will have six members and six al-
ternates with relevant knowledge and
experience, excluding current staff of the
national supervisory authorities or other
national or Community institutions in-

volved in the activities of the Authority.




Insolvency protection

The Robins case (C-278/05)







Conclusions and outlook

Green and White papers

Hagen Hugelschaffer
EAPSPI
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CROSS-BORDER ACTIVITIES




Cross-border activities

Although the business area of pension insti-
tutions is mostly the national (or even re-
gional) market, cross-border questions are
becoming increasingly important. In order to
foster cross-border services, the IORP Di-
rective provides the legal framework for in-
stitutions for occupational retirement provi-
sion (IORPs) to offer their services outside
their home countries and hence to under-
take a first step on the way to a European
internal market for occupational pensions.
But the field of cross-border pensions is not
limited to the perspective of the IORP. It
also includes the question of portability (or
transferability) of pension rights once a

worker moves to another Member State.

Report of the Commission on the imple-

mentation of the IORP Directive

The IORP Directive explicitly sets out re-
porting requirements for the Commission on
four key aspects: a regular report at least
every two years on the rules regarding the
calculation of technical provisions, a specific
report within four years on the application of
investment rules, on progress achieved in
the adaptation of national supervisory sys-

tems and on cross-border custodianship.

The Commission presented its report on 30
April 2010 that had been elaborated togeth-

er with CEIOPS. The report contained the

following conclusions:

e There is no immediate need for legisla-
tive change.

e As a result of the examination previ-
ously carried out by CEIOPS, there is a
need to continue monitoring these as-
pects of the IORP Directive.

e The Commission and CEIOPS will con-
tinue monitoring the operation of in-
vestment rules in order to ensure a uni-

form application of the IORP Directive.

CEIOPS 2008 Report on Market Deve-

lopments

This document of 11 November 2008 pro-
vides a general overview on the cross-
border developments for IORPs after the
implementation of the IORP Directive by
Member States. A prior survey was carried
out in 2007. Starting from 48 cases of
IORPs with cross-border activity in the EEA
described in the first report, there has been
a 46% incease to 70 cases in nine states,
instead of the five before. Data will be up-
dated by the Occupational Pensions Com-
mittee of CEIOPS on an annual basis in
order to be able to better follow and under-

stand market developments.
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What is CEIOPS?

www.ceiops.eu

Portability of supplementary pension

rights




Werner Zarbach
VBV, Austria

Klaus Stirmer
AKA, Germany
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TAXATION INCENTIVES FOR PENSION POLICIES
IN EUROPE




Taxation incentives for pension policies

in Europe

EAPSPI's working group on Taxation has
carried out an initial survey into scheme
practice in the use of fiscal policy to encour-
age higher savings or improve better
choice, in order to answer the question of
“‘does tax relief work?” Responses to the
survey were analysed in order to chart prac-
tice across a range of schemes in the use of
taxation policy, levels of savings, examples
of improved choice and how retirement

plans are changing.

Although only 10 schemes from 7 countries
took part in the initial survey some interest-
ing findings have come to light and it is
hoped to undertake further research next

year. The early findings are shown below:

Contributions

Where members are permitted the opportu-
nity to make additional contributions, there
is some evidence that members take advan-
tage of such a facility. If the opportunity to
make additional contributions is combined
with flexibility of choice (contributions to a
range of schemes for example) then the
survey tends to indicate that members will

pay more.

Accrual

The number of members attracted to the
possibility of accruing for extra years (be-
yond what is required for a full pension)
even when the scheme allows such an op-
tion is not high. This suggests that members

want to retire as soon as possible.

Lump Sums

Where the scheme offers the facility of a tax
free lump sum (either as a right or in ex-
change for pension) then members appear
to support this option. This does offer a re-
duction in costs to the pension scheme be-
cause by taking a lump sum at retirement
the future liabilities of the scheme are re-

duced.

Workforce Retention

The facility to ‘wind down’ to retirement by
taking part pension and continuing to work
is something favoured by a number of
members which in turn allows the employer

to retain experience.

Further research next year, in particular in
schemes with different taxation models, will

consider questions such as:

e Do only the well paid make additional
contributions?
e Do the low paid prefer lump sums to

pensions?
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lan Clapperton
SPPA, United Kingdom
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Jurisprudence

In 2009, the European Court of Justice
(ECJ) handed down several judgements
which affected (public sector) pension
schemes. Further cases are still pending or

were officially closed.

Age and gender discrimination

Age Concern England (C-388/07): Similar
to the previous Palacios de la Villa-case
(C-411/05), the ECJ stated that automatic
retirement at the age of 65 does not violate
EU law if objectively and reasonably justi-
fied by a legitimate aim if it is appropriate
and necessary. Such a legitimate aim can
be — for instance — the employment policy of

a country.

‘Dentist case” — C-341/08 (Domnica Pe-
tersen versus Berufungsausschuss flr
Zahnarzte fur den Bezirk Westfalen-Lippe):
Under German law, there is a general rule
that the licenses which enable doctors and
dentists to practice must expire and not be
renewed when they attain the age of 68.
The plaintiff, a dentist, complained that the
German law was incompatible with Directive
2000/78/EC® that prohibits, inter alia, em-

ployment discrimination on grounds of age.

¥ Council Directive 2000/78/EC of 27 November 2000 estab-
lishing a general framework for equal treatment in employ-
ment and occupation

The German authorities were of the opinion
that this rule was a proportionate means of
achieving a legitimate aim, i.e. preserving
the financial balance of their statutory health
insurance scheme and ensuring opportuni-
ties for younger people to become dentists.
Both the Advocate General and the ECJ
accepted only the argument of ensuring
opportunities for younger people as a legi-
timate aim. Since the former argument of
securing public health was not accepted
either by the Advocate General or by the
ECJ, the German government does not re-
fer to it any longer. In view of this decision,
Germany is planning to abolish the law in
question with retroactive effect to January
2008.

Infringement procedures against Italy
(C-46/07) and Greece (C-599/07): In both
cases, there was a different retirement age
for men (age 65) and for women (age 60).
According to the ECJ, such a different
treatment violates Art. 141 EU Treaty that is
applicable in this case even if both pension
schemes are special schemes for civil ser-
vants and hence comparable to the general
old-age pension scheme that may still apply
different retirement ages according to the
Directive 79/7.
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“Riester pension” (C-269/07)

Some of the regulatory provisions of the
German “Riester pension” savings model
violates European law. This was observed
by the ECJ in its ruling of 10 September,
2009. The German lawmaker must also
allow cross-border commuters to benefit
from the “Riester pension” savings system.
Moreover, moving to another country will no
longer compel workers to refund the allo-
cated aid. Finally, state bonuses for pur-
chasing dwellings must also be paid if it is
located outside the country. Therefore Ger-
many has to modify its income tax law. The
Federal Ministry of Finance is currently ana-
lysing the ruling of the Court in order to pro-

pose the required tax law amendments.

‘Riester” state aid consists of tax breaks
and state subsidies during the savings
phase and postponed taxation in the pen-
sion payment phase. This system was put in
place at the beginning of 2002 to cushion
the impact of future drops in first-pillar pen-
sions by creating a funded pension system.
Since the creation of the system, over 12.5
million people have taken out a “Riester”
contract in Germany. In 2008, the amount of
subsidies granted by the state reached 1.4

billion Euros for this year alone.

Collective agreement and European call
for tender (C-271/08)

The object of this infringement procedure
against Germany is a collective agreement
in the public local sector about deferred
compensation. According to the German
terminology, deferred compensation is the
transfer of parts of the salary into additional
pension rights on a voluntary decision of the
employee alone. The contentious collective
agreement stipulates that only local sector
pension institutions, savings banks and lo-
cal insurance companies are service pro-
viders; thus excluding any other institutions

of the second and third pillar.

The Commission is of the opinion that the
designation of these service providers
would violate the Directive relating to the
coordination of procedures for the award of
public service contracts (Directive
20004/18/EC) since deferred compensation
falls under the scope of this Directive. Local
government authorities furthermore
correspond to the concept of public con-
tracting authorities. This position is con-
tested by the German government that is of
the opinion that the conversion of earnings
into pension rights does not constitute a
service contract covered by this Directive

but a materialisa-
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tion of the employment contract that is ex-
plicitly excluded from its scope. Public em-
ployers are therefore not public contracting
entities in terms of this Directive, but they
are fulfilling their function as (ordinary) em-

ployers.

In view of these opposing positions, the
Commission introduced an action at the
ECJ against Germany in June 2008. Since
occupational pensions are often ruled by
collective agreements — especially in North-
ern Europe or in the Netherlands — the
Swedish and Danish governments joined
the case as interveners in April 2009.
Hence, this procedure has a European di-
mension going beyond the mere local sector
pension schemes in Germany. Apart from
the juridical details of this case, the basic
problem of this case lies in finding an an-
swer to the question, whether the “Europe
of liberalization” is considered to be more
important than “Social Europe”. Considering
the average duration of infringement proce-
dures in the past year, the ECJ will probably
decide in 2010.

Institutional liability (E 5/2007 ex CP
224/2002-AKA)

The core problem of this case was the
question if there were an institutional unwrit-
ten liability for supplementary pension
schemes of the public sector. Contrary to
other Member States, German law recog-
nises the legal institution of institutional li-

ability (Anstaltslast). This is a sort of contin-

gent liability of the State in case of need,

given that the authority responsible for a
public-law institution is required to secure
the economic basis of the institution and to
ensure that it remains operational. Accord-
ing to the case law of the highest German
courts, a legal basis is required for the state
guarantee, ordering institutional liability. In
the legal framework of supplementary pen-
sion institutions (legal texts creating such
institutions, articles of association), this type
of institutional liability or guarantor liability
was not set forth, and is still not provided for

today.

In spite of this legal background, the Com-
mission initially considered that for institu-
tional liability to exist, it was not necessary
that it be normalised in legislation, but could
exist as an unwritten legal principle. The
Commission considered that unwritten insti-
tutional liability of this type amounted to
unlawful state aid to supplementary pension
institutions unlawful state aid as understood
by Art. 87 of the EU Treaty.

The German government had a different
point of view. With respect to previous ECJ
jurisprudence, supplementary pension insti-
tutions of the public sector are not undertak-
ings as understood in Art. 87 of the EU
Treaty. They are not operating as competi-
tors on the private insurance market. They
act only within the strict and normalised
framework of a closed system, governed by

a collective agreement. The legal texts of
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EAPSPI’s working groups and its per-

manent members

EAPSPI's working groups are treating all
issues related to pensions. They are there-
fore of paramount importance for the work
and information exchange within the asso-
ciation. EAPSPI has established a Legal
Expert Commission (LEC) with the main
focus on legal affairs and a working group
on Portability that analyses the feasibility of
cross-border transfers of supplementary
pension rights. Two further working groups
deal with the issues of Taxation and of As-

set management.

The working groups are open to all EAPSPI
members and observers. The working
groups usually meet twice a year and dis-
cuss the occurring developments both
within their countries and at international
and at EU level as well as the impact for
their pension institutions. But their work is
not limited to a mere information exchange.
If necessary, the working groups draft posi-
tion papers especially on European issues
that concern all EAPSPI members. Thus,
EAPSPI is able to formulate a common po-
sition of the public sector pension institu-
tions towards the European institutions, but
also towards national authorities and other

entities.

The Legal Expert Commission (LEC)

The Legal Expert Commission (LEC) stud-
ies the legal impact of pension related
documents issued by European and other
institutions, e.g. World Bank, OECD and
other
EAPSPI's members. When appropriate, the
LEC prepares position papers on certain
topics with an overall interest for EAPSPI's
members. The LEC may also cooperate
with other working groups in setting up posi-
tion papers to be sent to the European insti-
tutions (Commission, Parliament) and to

other stakeholders at national and EU level.

In 2009, the LEC was composed of the fol-
lowing permanent

order):

(inter)national  think-tanks,  on

members (alphabetic

Marie-Paule Copin (SdPSP, Belgium)
Vasco Costa (CGA, Portugal)

Erwin de Buyser (SdPSP, Belgium)
Aitor Emaldi (Elkarkidetza, Basque
Country)

Sonia Geilert (Valida Pension, Austria)
Hagen Hugelschéaffer (EAPSPI)

Eva Kiwit (AKA, Germany)

Léon Janssen (APG, The Netherlands —
chairman)

Anne Peralehto-Virkkala (KEVA, Finland)
Tim Pullman (CDC, France)
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e Cyril Savelkoul (APG, The Netherlands)
e Wolfgang Schulz-Weidner (ESIP)

e Bjorn Selander (KPA, Sweden)

e Trond Tgrstad (KLP, Norway)

e Werner Zarbach (VBV, Austria)

The Portability working group

The mission of the Portability working group
is to analyse the feasibility of cross-border
transfers of supplementary pension rights
and to elaborate solutions helping the Euro-
pean Commission, but also other interested
institutions and stakeholders in this field, to
foster the transferability and thus the free
movement of workers within Europe.
Accordingly, the Portability working group
consists of representatives of only supple-

mentary pension schemes.

In order to achieve these aims, the Portabi-
lity working group first analysed the existing
legal situation in various European countries
as far as transferability is concerned. In a
next step, basic principles that are valid
both for pay-as-you-go and for funded sup-
plementary pension schemes are to be set
up. At a further stage, the working group
studies the possibilities how to establish
practical solutions for transferability be-

tween different countries.

Members of the Portability working group

are:

e Bjgrn Hamre (KLP, Norway)

e Georg von Hinluber (AKA, Germany)

e Hein Leenders (APG, The Netherlands)

e Allan Paldanius (KEVA, Finland)

e Johan Sjostrom (KPA, Sweden)

e Jari Sokka (KEVA, Finland)

e Klaus Stirmer (AKA, Germany — chair-
man)

e Claudia Wegner-Wahnschaffe (VBL,

Germany)

The Taxation working group

This group observes developments con-
cerning the European and national tax legis-
lation as well as the jurisdiction of the Euro-
pean Court of Justice (ECJ) in the field of
taxation and analyses the impact of these
evolutions on EAPSPI’s institutions. The
working group considers how taxation poli-
cies affect pension schemes for public em-
ployees. Taxation in the wider sense en-
compasses not only tax relief, but also, for
example, any limits on contributions and
accrual, the opportunity to commute
pension for lump sums and the flexibility to

"wind down" towards retirement.
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This working group is composed of the fol-

lowing members:

e Leo Bessems (APG, The Netherlands —
chairman)

e lan Clapperton (SPPA, Scotland)

e Aitor Emaldi (Elkarkidetza, Basque
Country)

e Cecilia Froste (KPA, Sweden)

e Joep Heijmans (APG, The Netherlands)

e Hagen Hugelschaffer (EAPSPI)

e Johan Janssens (SdPSP, Belgium)

e Susanne Olsson (SPV, Sweden)

e Johan Sjostrom (KPA, Sweden)

The Asset Management working group

This working group is a forum of experts for
an in-depth exchange of best practise in
order to help members to compare their
asset management activities and to learn
about the challenges and solutions for other
institutions. The initiative was based on a
proposal of the Board of Directors at the
beginning of 2008, after the subprime crisis
burst but some time before the financial
crisis worsened. The scope of the working
group’s activities is not restricted to the sole
issue of assets even if the name of this
working group might lead to this conclusion.
Together with the LEC, the discussion about
new solvency and supervisory rules will also
have to be observed and analysed thor-

oughly by this working group.

The following members belong to this most

recent working group of EAPSPI:

e Joseé Carlos Garay (Elkarkidetza, Basque
Country)

e Sofia Hagman (KPA, Sweden)

e Dr. Volker Heinke (AKA, Germany)

e Bjgrn Hamre (KLP, Norway)

e Hagen Hugelschaffer (EAPSPI)

e Ton Leukel (APG, The Netherlands)

e Pierre Leygue (CDC, France)

e Dr. Jean Pfitzmann (ASIP, Switzerland)

e Tim Pullman (CDC, France — chairman)

e Bjorn Selander (KPA, Sweden)

About EAPSPI

EAPSPI is an association of 24 public sec-
tor pension schemes from 16 European
countries that are responsible for more than
28 million active members and pensioners
in the public sector. The connecting factor of
EAPSPI's members is therefore the public
sector in Europe: they cover either the basic
pension schemes for civil servants or the
supplementary schemes for public employ-

€es.

EAPSPI's main purpose is to enable its
members to improve the mutual knowledge
of their institutions and that of the social
systems of their respective countries.
EAPSPI actively takes part in the construc-

tion of a social Europe. EAPSPI's members
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