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Foreword

Most OECD countries provide financial incentives to encourage individuals to save for retirement. These
incentives can take two forms. Tax incentives are indirect subsidies provided through the tax code. They
arise when the tax treatment of retirement savings deviates from the tax treatment of traditional forms of
savings. Non-tax incentives, mainly matching contributions and fixed nominal subsidies, are direct
government payments into the pension account of eligible individuals.

This report provides an annual overview of the tax treatment of retirement savings in OECD countries and
selected non-OECD countries.! It also covers non-tax financial incentives provided to individuals to
encourage them to save for retirement in asset-backed pension plans. The information refers to the rules
applicable as of July 2023.2

This report was prepared by Stéphanie Payet, Policy Analyst, under the supervision of Pablo Antolin, Head
of Insurance and Pensions, and the oversight of Serdar Celik, Head of the Capital Markets and Financial
Institutions Division within the OECD Directorate for Financial and Enterprise Affairs. Flora Monsaingeon-
Lavuri (Directorate for Financial and Enterprise Affairs) and Eva Abbott (Capital Markets and Financial
Institutions Division) provided editorial and communication support. The information gathered in this report
was updated by Delegates to the OECD Working Party on Private Pensions during the second part of
2023.

" This edition covers Bulgaria, Croatia, Romania and Peru. These countries have started the process to become OECD
member countries.

2 Colombia, Italy and Korea did not update the information in their respective country profile, so the description may
not fully reflect the situation as of July 2023.
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s Introduction

The OECD argues in favour of complementary asset-backed pension plans to boost overall retirement
incomes. Financial incentives may be needed, however, to encourage saving in these pension plans,
especially when they are voluntary. Indeed, most OECD countries provide tax advantages and other
financial incentives (e.g. subsidies) to encourage savings for retirement in asset-backed pension plans in
the hope of making complementary retirement savings more attractive. However, these incentives are
costly, and they have come under close scrutiny in an era of budget stringency. Is it better to use tax
incentives to increase contributions into asset-backed pension plans or is it better instead to withhold those
tax incentives and increase public pensions? Are there other alternative approaches to encourage saving
in asset-backed pension plans that may be more efficient?

In 2018, the OECD reviewed the cost effectiveness of tax and other financial incentives with the objective
of assessing the most efficient way public money can be used to increase savings for retirement, retirement
income and replacement rates (Financial Incentives and Retirement Savings). Since then, the OECD
annually collects information on financial incentives for retirement savings.

This stocktaking report provides an annual overview of the tax treatment of retirement savings in OECD
and selected non-OECD countries. It also covers non-tax financial incentives provided to individuals to
encourage them to save for retirement in asset-backed pension plans. The information refers to the rules
applicable as of July 2023.

Each country is covered separately, and each country profile contains the following information:

e The structure of the asset-backed pension system

e The tax treatment of retirement savings (contributions, returns on investment, funds accumulated
and pension income)

e The description of non-tax financial incentives

e The social treatment of contributions and benefits
e The tax treatment of pensioners

e The perspective of the employer.

Find out more about the project at www.oecd.org/pensions/financial-incentives-retirement-savings.htm.
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»  Country profiles

2.1. Australia

Structure of the asset-backed pension system

=l Mandatory, occupational

*Corporate superannuation funds
*Industry superannuation funds
*Public sector superannuation funds

=l Mandatory, personal

*Retail superannuation funds

*Small Australian Prudential Regulation Authority (APRA) funds
*Self-managed superannuation funds

*Approved deposit funds

*Retirement savings accounts

md VOluntary, personal

*Retirement savings accounts
*Voluntary contributions to superannuation funds

Note: Mandatory employer contributions (“superannuation guarantee” contributions) must be paid into one of the regulated funds listed under
the mandatory components of this graph. Most employees can choose which fund their employer should contribute to, provided they meet the
eligibility requirements for the nominated fund. For example, corporate funds are generally limited to the employees of the company offering the
fund, whereas retail funds and large industry funds are generally accessible to all employees. Personal voluntary contributions can be made to
any kind of fund for which the individual meets eligibility.

Tax treatment of contributions

Contributions are taxed, but usually at a lower rate than the individual’'s marginal income tax rate. There
are two main types of contributions with different tax treatments: “concessional” or before-tax contributions
and “non-concessional” or after-tax contributions.® The government also makes tax-exempt contributions
on behalf of eligible individuals.

3 This description applies to the majority of pension funds. Some funds do not pay taxes on concessional contributions
nor on returns on investment, but withdrawals from these funds are taxed at a higher rate to the extent that the amounts
withdrawn are from an untaxed source.

ANNUAL SURVEY ON FINANCIAL INCENTIVES FOR RETIREMENT SAVINGS © OECD 2023
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Concessional contributions

Concessional contributions include mandatory employer contributions (“superannuation guarantee”
contributions),* employee “salary sacrifice” contributions® and voluntary deductible contributions.® The
superannuation guarantee contribution is paid regardless of age, however, employees under the age of 18
need to work for at least 30 hours per week to be entitled to superannuation guarantee contributions.
Individuals between 67 and 74 years of age can generally only make voluntary deductible contributions if
they satisfy a “work test” (i.e. they work at least 40 hours within a consecutive 30-day period each income
year). However, since 1 July 2022, these individuals can make voluntary non-deductible contributions
without meeting the work test. Individuals aged 75 and over cannot make voluntary deductible or non-
deductible contributions.

Concessional contributions are taxed at 15% on amounts up to the concessional contributions cap. The
cap on concessional contributions for a financial year is currently AUD 27 500. The cap is indexed to wages
and increases in increments of AUD 2 500. From 1 July 2018, it is possible for individuals with balances of
less than AUD 500 000 to carry-forward the previous 5 years’ unused concessional cap space.

Contributions over the concessional contributions cap are taxed at the individual’s marginal income tax
rate. This is intended to neutralise the benefit of having excess contributions in the concessionally taxed
environment and ensures that the individual is treated as having earned the excess amount as ordinary
income, with tax paid at the applicable marginal tax rate.

For high-income earners, for whom the sum of adjusted taxable income and concessional contributions is
more than AUD 250 000, a tax rate of 30% instead of 15% is imposed on the portion of concessional
contributions that are above the AUD 250 000 threshold up to the concessional cap. For example, if
adjusted taxable income is at or above the threshold, the 30% tax rate is imposed on the whole amount of
the contributions up to the concessional cap. Alternatively, if the adjusted taxable income is less than
AUD 250 000, but adding concessional contributions brings the total above that threshold, the 30% tax
rate applies only to the part of the contribution above the threshold. For example, if your income is
AUD 230 000 and your concessional contributions are AUD 25 000, you only pay the 30% tax rate on
AUD 5 000.

Non-concessional contributions

Non-concessional contributions primarily include personal voluntary contributions (which are made as
after-tax additional contributions), spouse contributions and other contributions made by one person on
behalf of another person where there is no employment relationship.” Excess concessional contributions
not withdrawn from the fund are also included in the calculation of non-concessional contributions.

4 Mandatory employer contributions are set at 11% of an employee’s earnings from 1 July 2023 to 30 June 2024,
although some employment contracts specify that an employer will pay a higher amount. Mandatory employer
contributions are increasing at a rate of 0.5% each financial year until 1 July 2025 when the contribution rate will be
12%.

5 Salary sacrifice contributions are when the employee and the employer make a valid agreement to pay some of
future before-tax salary or wages into the employee’s superannuation fund.

8 Individuals can claim a tax deduction for any personal, after-tax contributions they make to superannuation up to the
amount of their concessional contributions cap.

7 Family and friend contributions will be concessional contributions unless the person is under 18 as these are included
in the assessable income of a fund. Also, an employer can make non-concessional contributions on behalf of a person
from their after-tax income.
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Non-concessional contributions are not taxed upon entry into the fund because they are made from money
on which the individual has already been taxed at their marginal rate. The non-concessional contributions
cap is the limit on the amount of non-concessional contributions an individual can make each year before
paying extra tax. This cap is currently AUD 110 000 for individuals with a total superannuation balance
below AUD 1.9 million and is set at four times the concessional contributions cap. Individuals with a total
superannuation balance greater than AUD 1.9 million are permitted to make non-concessional
contributions, however, these contributions will be subject to additional tax.

Any non-concessional contributions above the cap in a given year automatically bring forward the next two
years’ non-concessional contributions cap for people under 75 years old. This means that an eligible
individual can contribute up to AUD 330 000 over a three-year period without paying the excess
contributions tax.® Any contributions above AUD 330 000 in that three-year period can remain in the
superannuation fund and be taxed at 47%, or be withdrawn from superannuation to avoid that additional
tax and only pay tax at an individual’s own marginal tax rate on a proxy earnings amount associated with
the excess contributions.

A tax credit may apply to after-tax contributions made on behalf of non-working or low-income-earning
spouses.? It is payable to the contributor (not the spouse). The tax credit is calculated as 18% of the lesser
of:

e AUD 3 000, reduced by one dollar for every dollar that the sum of the spouse’s income, total
reportable fringe benefits and reportable employer superannuation contributions exceeds
AUD 37 000; and

e the total amount of contributions paid.

Tax treatment of returns on investments

Investment earnings on superannuation assets supporting accounts in the accumulation phase are taxed
at a rate of 15%. Investment earnings in accounts supporting retirement income streams are tax-free,
subject to the transfer balance cap limit (see below).

Funds are eligible for imputation credits for dividend income and a one-third capital gains tax reduction on
assets held for at least 12 months.

Tax treatment of funds accumulated

From 1 July 2017, a transfer balance cap of AUD 1 600 000 was introduced. The transfer balance cap
imposes a lifetime limit on the amount of superannuation assets that may be transferred to a retirement
phase account (i.e. an account supporting retirement income streams) with tax-free investment earnings.
The transfer balance cap is indexed in line with the consumer price index and increases in AUD 100 000
increments. On 1 July 2021, the transfer balance cap was uprated to AUD 1 700 000 and on 1 July 2023,

8 Restrictions on the amount that can be brought forward apply for people whose total superannuation balance is
between AUD 1.68 million and AUD 1.9 million. If an individual aged under 75 has a total superannuation balance of
AUD 1.79 million or more (but less than AUD 1.9 million) the non-concessional cap is limited to AUD 110 000. If the
total superannuation balance is equal to AUD 1.68 million or more (but less than AUD 1.79 million) the non-
concessional cap is AUD 220 000. Only individuals with a total superannuation balance below AUD 1.68 million can
bring forward up to AUD 330 000 in non-concessional cap contributions.

9 People can only make non-concessional contributions to their spouse’s account if their spouse is younger than 75.
No tax credit is available when the spouse receiving the contribution has exceeded their non-concessional
contributions cap or their balance is above the transfer balance cap.
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it was uprated to AUD 1 900 000. Since 1 July 2021, all individuals have a personal transfer balance cap
between AUD 1 600 000 and AUD 1 900 000.

Assets in excess of the transfer balance cap must be kept in an accumulation phase account (where
investment earnings will be taxed at 15%) or withdrawn from superannuation. The transfer balance cap
applies only to the amount of assets that may be transferred into a retirement phase account, not as an
ongoing cap on that account. So, the value of retirement phase accounts may grow above the transfer
balance cap if future earnings exceed withdrawals. Also, if the value of retirement phase accounts falls
below the transfer balance cap, additional assets may not be transferred into the retirement phase account.

Transfers in excess of the transfer balance cap are subject to excess transfer balance tax. This is a tax on
notional earnings attributed to the excess. From 2018, the rate is 15% the first time an individual has an
excess transfer balance and 30% for second and subsequent breaches.

Tax treatment of pension income

Benefits withdrawn from a superannuation fund have three potential components: a tax-free component,
a taxed element, and an untaxed element. Non-concessional (after-tax) contributions are tax-free when
withdrawn from the superannuation account. Concessional (before-tax) contributions are taxable when
withdrawn. If the superannuation fund has paid taxes on those contributions (as described earlier), this
corresponds to the taxed element. If the fund has not paid taxes, this corresponds to the untaxed element.

Individuals do not pay tax on the tax-free component when they withdraw it, regardless of their age or the
type of withdrawal.

The tax treatment of the taxable component (taxed element and untaxed element) depends on the age at
which the individual retires and the type of withdrawal, as described in the tables below. The preservation
age is the age at which individuals can access their superannuation assets if they are retired. It depends
on the date of birth (55 years old for people born before 1 July 1960, increasing gradually to 60 for people
born from 1 July 1964).

Table 2.1. Australia: Tax on withdrawals of taxable component when the individual withdraws
money before his/her preservation age

Component Type of Effective tax rate (excluding Medicare levy)
withdrawal
Taxed element Income stream  Individual's marginal tax rate
Taxed element Lump sum Individual's marginal tax rate or 20%, whichever is lower
Untaxed element Income stream  Individual's marginal tax rate
Untaxed element Lump sum Individual’s marginal tax rate or 30%, whichever is lower, or 45% for lump sums above

the untaxed plan cap amount (AUD 1 705 000 in 2023-24).
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Table 2.2. Australia: Tax on withdrawals of taxable component when the individual withdraws
money between his/her preservation age and 60 years old

Effective tax rate (excluding

Type of Medicare | he low- Effective tax rate (excluding Medicare levy),
Component _ edicare levy), up to the low-rate §
withdrawal cap amount (AUD 235 000 in 2023- above the low. ratg cap amount (AUD 235 000
24) in 2023-24)
Taxed element Income stream  Individual’s marginal tax rate less 15%  Individual’s marginal tax rate less 15% tax offset
tax offset
Taxed element Lump sum 0% Individual’'s marginal tax rate or 15%, whichever
is lower
Untaxed element ~ Income stream  Individual’s marginal tax rate Individual’s marginal tax rate
Untaxed element ~ Lump sum Individual’s marginal tax rate or 15%, Individual's marginal tax rate or 30%, whichever
whichever is lower is lower, or 45% for lump sums above the
untaxed plan cap amount (AUD 1 705 000 in
2023-24)

Table 2.3. Australia: Tax on withdrawals of taxable component when the individual withdraws
money at age 60 or more

Component Type of Effective tax rate (excluding Medicare levy)
withdrawal

No tax for defined contribution schemes (assuming the individual is under the transfer

Taxed element Income stream
balance cap)
For defined benefit schemes, there is no tax up to AUD 118 750 per year while 50% of
amounts over this are taxed at individual's marginal tax rate

Taxed element Lump sum No tax

Untaxed element  Income stream | Individual’'s marginal tax rate less 10% tax offset (capped at AUD 11 875 in 2023-24)

Untaxed element  Lump sum Individual's marginal tax rate or 15%, whichever is lower, or 45% for lump sums above
the untaxed plan cap amount (AUD 1 705 000 in 2023-24)

Superannuation can generally only be accessed under severe financial hardship grounds or
compassionate grounds such as to pay for medical treatment, palliative care or mortgage arrears where
this is a risk of foreclosure. Withdrawals due to severe financial hardship are usually restricted to individuals
who have received eligible government income support payments continuously for 26 weeks and are
unable to meet reasonable and immediate family living expenses. The minimum amount that can be paid
is AUD 1 000 and the maximum amount is AUD 10 000, and only one withdrawal can be made in any 12-
month period. Benefits accessed early under severe financial hardship and/or compassionate grounds are
taxed as a normal superannuation lump sum.

Non-tax incentives

The government provides a contribution called the “low-income super tax offset” (LISTO) of up to AUD 500
annually for eligible individuals on adjusted taxable income of up to AUD 37 000. The amount payable to
the superannuation account is calculated by applying a 15% rate to concessional contributions made by,
or for individuals (it is effectively a refund of the tax paid on concessional contributions). This contribution
is tax exempt.

The state helps low-to-middle income earners to boost their retirement savings through the “super co-
contribution”. This contribution is tax-exempt. The super co-contribution is a government matching
contribution for eligible individuals. Individuals younger than 71 are eligible for a super co-contribution if
they make a voluntary non-deducted contribution (in their own name) in the income year, have a total
income lower than the higher income threshold (AUD 58 445 for 2023-24), at least 10% of their total income
is from employment or business and their total superannuation balance is less than the general transfer
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balance cap on 30 June of the previous financial year. The match rate provided is up to 50%. Individuals
with an income below the lower income threshold (AUD 43 445 for 2023-24) can get 50 cents for each
dollar contributed, up to the full maximum entitlement (AUD 500 for 2023-24). For every dollar that the
individual earns above the lower income threshold, the maximum entitlement is reduced by 3.333 cents.

Social treatment

Social contributions are not levied on concessional contributions. However, voluntary concessional
contributions are subject to the Medicare Levy surcharge (they are added back to the income threshold
test for the surcharge).

Non-concessional contributions are made from income that has had social contributions levied against it.

Withdrawals from the taxed and untaxed elements before 60 years old are subject to Medicare Levy (2%
since July 2014). After 60 years old, only withdrawals from the untaxed element are subject to Medicare
Levy.

Tax treatment of pensioners

The public pension (Age Pension) is included in taxable income. The Age Pension is paid to people who
meet age and residency requirements, subject to a means test.

Most senior Australians receive a tax credit called the “seniors and pensioners tax offset” (SAPTO). SAPTO
is available to taxpayers in receipt of a taxable Australian Government pension, as well as to Australians
who are of Age Pension age and who meet all of the Age Pension eligibility criteria except the means test.
In 2023-24, it is worth a maximum of AUD 2 230 for a single senior and AUD 1 602 for each member of a
senior couple. It builds on the statutory tax-free threshold and the “low income tax offset” to ensure that
eligible single senior Australians with a rebate income up to AUD 33 088 in 2023-24 (or AUD 29 783 for
each member of a couple) pay no income tax. The tax credit cannot exceed the total tax paid.'®

e For single individuals: the maximum tax credit is reduced by 12.5 cents for each dollar of rebate
income in excess of AUD 32 279, cutting out at a rebate income of AUD 50 119.

e For each member of a couple: the maximum tax credit is reduced by 12.5 cents for each dollar of
rebate income in excess of AUD 28 974, cutting out at a rebate income of AUD 41 790.

In 2023-24, single seniors and pensioners with no dependants who are eligible for the SAPTO will not incur
a Medicare levy liability if their taxable income does not exceed AUD 38 365. Similarly, couples and
families who are eligible for the SAPTO will not be liable to pay the Medicare levy if their combined taxable
income does not exceed AUD 53 406 (plus AUD 4 700 for each dependent child or student). The Medicare
levy phases in at 10 cents for each dollar in excess of the above thresholds, until it is paid in full.

Perspective of the employer

Employer superannuation guarantee contributions are tax deductible if they are made to a complying fund
by the due date.

Employers who fail to make the required contributions must pay the superannuation guarantee charge and
possible penalties. The superannuation guarantee charge is a tax payable to the taxation office. It is then
paid to employees’ super funds to compensate for non-payment of compulsory superannuation. The

10 Rebate income is the aggregate of taxable income, adjusted fringe benefits amounts, total net investment loss and
reportable superannuation contributions.
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charge is higher than the basic superannuation requirement as it includes interest and administrative
components. It is not deductible.

2.2. Austria

Structure of the asset-backed pension system

== \oluntary, occupational

*Pension companies (Pensionskassen)

*Direct commitments (Direktzusagen)

*Occupational group insurance (Betriebliche Kollektivversicherung)
*Direct insurance (Direktversicherung)

*Support funds (Unterstiitzungskassen)

=l \Oluntary, personal

*Pension insurance (Pensionsversicherung)
«State-sponsored retirement provision (Prémienbeglingstigte
Zukunftsvorsorge)

Tax treatment of contributions

Pension companies and occupational group insurance

Employee contributions are taxed at the individual’s marginal income tax rate. They cannot exceed the
sum of annual employer contributions (although an employee can contribute up to EUR 1 000 even when
the employer contributes less than EUR 1 000 per year).

Employer contributions are not considered as income for the employee.

An extra 2.5% insurance tax is levied on both employee and employer contributions.

Direct insurance

Employee contributions are taxed at the individual’s marginal income tax rate. They cannot exceed the
sum of annual employer contributions (although an employee can contribute up to EUR 1 000 even when
the employer contributes less than EUR 1 000 per year).

Employer contributions up to EUR 300 per year are tax-free for the employee. Contributions in excess of
EUR 300 are considered as taxable income for the employee.

An extra 4% insurance tax is levied on both employee and employer contributions.

Direct commitments and support funds

Employees do not contribute. Employer contributions are not considered as income for the employee. The
4% insurance tax applies to support funds but not to direct commitments.
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Personal pension plans

Contributions to personal pension plans are done from after-tax income (therefore they are taxed at the
individual's marginal rate of income tax).

There is no tax relief for state-sponsored retirement provision plans.

An extra 4% insurance tax is levied on individual contributions.

Tax treatment of returns on investments

Investment income is tax-exempt for pension companies, occupational group insurance, direct insurance,
support funds and personal pensions.

Investment income is considered as company profit and subject to profit tax for direct commitments.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

The tax treatment of pension income depends primarily on the type of plan:

e Pension companies and occupational group insurance: Pensions are taxed as earned income at
the individual’'s marginal rate of income tax. The portion of pension accrued by employer
contributions is fully taxed. Only 25% of the portion of pension accrued by employee contributions
is taxed.

e Direct insurance and personal pension insurance: Pensions are taxed as earned income at the
individual’s marginal rate of income tax from the moment the total value of benefits paid exceeds
the capital value of the pension at retirement. It means that pension benefits are tax-free until that
point in time.

o Direct commitments and support funds: Pensions are taxed as earned income at the individual's
marginal rate of income tax.

e State-sponsored retirement provision: Withdrawals are tax-exempt if the entitlements are
transferred to an occupational or personal pension plan or used to buy an annuity. If they are paid-
out as a lump sum, the individual has to pay back 50% of the government subsidies and a 27.5%
tax on capital gains.

Lump sum payments are taxed as ordinary income unless the payment does not exceed the amount of
EUR 14 400. In this case, only 50% of the normal tax rate has to be paid. This applies to all lump sum
payments, which result from terminations of pension plans.

Non-tax incentives

The minimum term of a state-sponsored retirement provision plan is 10 years and only individuals not yet
receiving social security pension benefits can open such plans. The plan must provide a capital guarantee.
Personal contributions to a state-sponsored retirement provision plan can attract government matching
contributions. The matching contribution rate corresponds to a fixed rate of 2.75% plus a variable rate
depending on the annual general level of interest rate. For 2023, the variable rate is 1.5% (thus the total
matching rate is 4.25%). As of 1 January 2023, the maximum personal contributions considered to
calculate the government contribution is EUR 3 222.18 (thus the maximum government matching
contribution for 2023 is EUR 136.94). No tax is levied on matching contributions. If the individual takes the
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benefits as a lump sum payment, s/he has to pay back 50% of the government subsidy and pay an
additional 27.5% tax on the capital gains with retro-active effect.

It is also possible to get government matching contributions for employee contributions to direct insurance
plans. The match rate is 2.75% plus a variable rate depending on the annual general level of interest rate
for contributions up to EUR 1 000.

Social treatment

Social contributions are levied on employee/individual contributions but not on employer contributions.

Pensioners do not pay most social contributions but do pay for sickness insurance (5.1%).

Tax treatment of pensioners

Old-age public pension is considered as an income and subject to the individuals’ marginal income tax
rate.

Retired persons are entitled to a tax credit. For couples, the tax credit amounts to EUR 1 278 for sole
earners with income up to EUR 20 967 and if the spouse’s income does not exceed EUR 2 315. Otherwise,
the tax credit is EUR 868. The tax credit is linearly reduced to 0 between EUR 18 410 (EUR 20 967 for
sole earners) and EUR 26 826 of income.

Additional voluntary contributions are possible in the public pension system (Héherversicherung) and lead
to benefits taxed differently. Everyone with a public pension scheme can make additional contributions.
Contributions can be defined by the individual. The contribution limit for 2023 is EUR 11 700. The
contributions are deductible as special expenses up to the individual’'s personal limit. The additional
amount granted in pension benefits by these additional contributions depends on the amounts contributed,
gender, age at the time of the contribution and the age at retirement. 75% of these additional benefits are
tax-exempt. 25% are taxed at the individual’s marginal rate of income tax. Under certain conditions,
benefits resulting from these contributions can be fully tax exempt, if they result from contributions up to
EUR 1 000.

13t and 14t monthly pensions (Sonderzahlungen) attract a particular tax treatment. They are tax free up
to an amount of EUR 620 per year. If the received amount is between EUR 621 and the value of 2 times
the average monthly gross pension income (max. EUR 2 100), there is no tax levied. If the value of 2 times
the average monthly gross pension exceeds EUR 2 100, the amount between EUR 621 and EUR 2 100 is
taxed at a fixed rate of 6%. If the amount received exceeds 2 times the average monthly gross pension,
the excess amount is taxed at the individual’'s marginal income rate.

Perspective of the employer

Pension companies and occupational group insurance: Employer contributions are tax-deductible
company expenses, up to 10% of salary, provided that the total benefit target including social security
benefits does not exceed 80% of current salary.

Direct insurance: Employer contributions up to EUR 300 per year are exempt from non-wage labour costs.

Direct commitments and support funds: Allocations to internal reserves are tax-deductible against income
and corporation tax, up to 10% of salary, if the total benefit target including social security benefits does
not exceed 80% of current salary.
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2.3. Belgium

Structure of the asset-backed pension system

Voluntary, occupational

*Company plans (for employees and self-employed people with a
company): collective or individual plans

*Sector plans for employees

Voluntary, personal

*Free supplementary pension for the self-employed (VAPZ)

*Free supplementary pension for employees (VAPW)

*Pension agreement for the self-employed without a company (POZ)
*Long-term savings individual life insurance (third pillar)

*Pension savings accounts (third pillar)

Tax treatment of contributions

Occupational pension plans for employees

Employer contributions to an occupational pension plan are not considered as taxable income for the
employee.

Employee contributions to an occupational pension plan are less common than employer contributions.
They are eligible for a non-refundable tax credit of 30% of the amount contributed.™

Employee and employer contributions enjoy tax relief for the employer only to the extent that total
retirement benefits, including the statutory pension, do not exceed 80% of the last gross annual salary.?

The pension institution must pay an annual 4.4% tax on total contributions (employer plus employee). This
tax is not due in the case of a “social” pension plan (i.e. a plan with solidarity components) or a sector plan.

Occupational pension plans for self-employed people with their own company

Contributions to company plans for self-employed people with their own company (IPT plans) are
deductible from taxable income only to the extent that total retirement benefits, including the statutory
pension, do not exceed 80% of the last gross annual salary. The pension institution must pay an annual
4.4% tax on the total contributions paid.

" As municipal tax is levied on total income tax, the tax credit also reduces the taxable base for municipal tax. This
applies to all contributions attracting a tax credit.

12 Apart from the 80%-limit, an absolute contribution limit also exists for individual company plans for employees.
Employers can offer individual company plans to specific employees, if they already offer a collective plan to all their
employees. In that case, employer contributions only enjoy tax relief if these contributions do not exceed EUR 2 860
in 2023. These arrangements are rare.
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Personal pension plans

Free supplementary pensions

Employees and self-employed workers have access to different free supplementary pension
arrangements: self-employed persons can open VAPZ plans, while employees can open VAPW plans.

Contributions to VAPZ plans are deductible from professional income. Contributions to VAPZ plans cannot
exceed 8.17% of professional income, up to EUR 3 859.40 in 2023 (respectively 9.40% of professional
income for “social” VAPZ plans, up to EUR 4 440.43).

Contributions to VAPW plans are eligible for a non-refundable tax credit of 30% of the amount contributed.
They cannot exceed EUR 1 830 in 2023 or 3% of gross salary received two years before, whichever is
bigger. If the individual is also a member of an occupational pension plan, the cap is reduced by the
increase in assets of the past two years in that plan (contributions and returns). The pension institution
must pay an annual 4.4% tax on the total contributions paid.

Pension agreement for the self-employed without a company

Contributions to POZ plans are eligible for a non-refundable tax credit of 30% of the amount contributed.
The self-employed individual enjoys tax relief only to the extent that total retirement benefits, including the
statutory pension, do not exceed 80% of the last gross annual salary. The pension institution must pay an
annual 4.4% tax on the total contributions paid.

Third pillar personal pension plans

Individual contributions to third pillar pension plans are eligible for a non-refundable tax credit of 30% of
the amount contributed.

In the case of pension savings accounts, the maximum contribution is EUR 990 (tax credit of 30%) or
EUR 1 270 (tax credit of 25%) per year in 2023. The pension savings account can be subscribed by an
individual aged 18 or over, but less than 65, and for at least 10 years.

In the case of long-term savings individual life insurance, contributions are calculated according to the
following formula: 15% of the professional income up until EUR 1 960 and 6% of the professional income
exceeding EUR 1 960 (contributions cannot exceed EUR 2 350 in 2023). The individual must pay an
annual 2% tax on the total contributions paid. The insurance contract has to be subscribed by an individual
younger than 65, and for at least 10 years.

Tax treatment of returns on investments

In general, returns on investment are tax exempt. There is one exception.

When the yearly return on investment is larger than the guaranteed return, the pension institution can
award the individual with an annual profit share. This profit share is subject to a 9.25% profit share tax. At
the time of pay-out, the investment income coming from the profit share is deducted before calculating the
tax due on pension income.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.
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Tax treatment of pension income

Occupational pension plans for employees

The tax treatment of occupational pension income depends on the form of the pay-out option and the
source of the contributions. In the case of a lump sum capital payment, the part of the capital that has
accrued as a result of employer contributions is taxed at 16.5% (plus municipal tax), unless the pension is
taken up at the statutory age of retirement (65 years old increasing gradually to 67), or after a 45-year
career, and the pensioner has remained active until the age of take up. In that case, the pension is taxed
at 10% (plus municipal tax).

The part of the lump sum capital payment that has accrued as a result of employee contributions is taxed
at 16.5% (plus municipal tax) for the part of capital that results from contributions made before 1993, and
at 10% (plus municipal tax) for the part of the capital that results from contributions made from that date
onwards.

Annuities are added to the statutory pension income. The total pension is then taxed at the progressive
income tax rate, after an important tax reduction is granted. Annuities are rare in practice. Programmed
withdrawals are not allowed in Belgium.

Occupational pension plans for self-employed people with their own company

Withdrawals from company plans for self-employed people with their own company are generally taxed at
16.5% (plus municipal tax), unless the pension is taken up at the statutory age of retirement (65 years old
increasing gradually to 67), or after a 45-year career, and the pensioner remained active until the age of
take up. In that case, the pension is taxed at 10% (plus municipal tax).

Personal pension plans

Free supplementary pensions

Upon withdrawal from VAPZ plans, the accumulated capital is converted into a virtual income for tax
purposes. The virtual income is then taxed at the progressive income tax rate, after an important tax
reduction is granted. The virtual income is determined by applying a conversion rate to the accumulated
capital (between 3.5% and 5%) and has to be declared during a certain period (13 years, except when the
individual withdraws from age 65, in which case, the declaration duration is only 10 years). If the pension
is taken up at the normal retirement age (65 years old increasing gradually to 67) and the self-employed
was professionally active until that age, then only 80% of the accumulated capital is converted into a virtual
income.

Withdrawals from VAPW plans are taxed at 10% (plus municipal tax) if withdrawn at the statutory age of
retirement (65 years old increasing gradually to 67) or following death. Otherwise, they are taxed at 33%
(plus municipal tax).

Pension agreement for the self-employed without a company

Withdrawals from POZ plans are taxed at 10% (plus municipal tax) if withdrawn at the statutory age of
retirement (65 years old increasing gradually to 67) or following death. Otherwise, they are taxed at 33%
(plus municipal tax).

Third pillar personal pension plans

Third pillar pension plans are paid as a lump sum. That lump sum is taxed at the rate of 8% for pension
savings accounts and 10% for long-term savings individual life insurance (no municipal tax). If the pension
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plan has been opened when the individual was younger than 55, the tax is calculated on the capital
accumulated until age 60. In that case, individuals can continue contributing after age 60 with no further
tax due on the additional capital accumulated. If the pension plan has been opened when the individual
was 55 or older, the tax is calculated on the capital accumulated when the contract reaches 10 years.

Non-tax incentives

No such incentives.

Social treatment

Employers must pay social contributions at the rate of 8.86% on their contributions to an occupational
pension plan, which is lower than the usual rate for social contributions.

For the self-employed, social security contributions are not levied on contributions to IPT plans. They are
levied on contributions to POZ plans. VAPZ contributions are considered as social contributions.

There is a special social contribution of 3% on the portion of occupational pension contributions exceeding
a certain limit (so-called Wyninckx contribution). The Wyninckx contribution is due if the sum of the first
and second pillar pension exceeds the maximum pension for civil servants. In 2023, this yearly maximum
was EUR 84 923.40. The contribution applies to all plans except third pillar plans, but is mostly relevant
for IPT plans.

Employee contributions to occupational plans and VAPW plans, as well as individual contributions to third
pillar plans are treated in the same way as salary and are thus subjected to the same social contributions
(generally 13.07%).

Pensioners with a (first and second pillar) pension above a minimum threshold pay a social contribution of
3.55% for health and disability insurance. The minimum threshold is EUR 1 920.21 in 2023 for a single
pensioner without dependents (EUR 2 275.74 for pensioners with dependents). The effect of the
contribution cannot lead to a pension payment inferior to this monthly amount.

There is also a “solidarity” contribution levied on (first and second pillar) pension income exceeding
EUR 3 039.68 per month for a single pensioner (EUR 3 514.24 for pensioners with dependents). This
contribution ranges from 0% to 2% of the gross pension.

Third pillar lump sums are not subject to social contributions.
Tax treatment of pensioners

Public pension income is taxed at the progressive income tax rate, after an important tax reduction is
granted.

Perspective of the employer

Employer contributions to an occupational pension plan are deductible as business expenses to the extent
that total retirement benefits, including the statutory pension, do not exceed 80% of the last gross annual
salary.
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2.4. Canada

Structure of the asset-backed pension system

=1 \oluntary, occupational

*Registered pension plans (RPPs)
*Deferred profit-sharing plans (DPSPs)

= Voluntary, personal

*Registered retirement savings plans (RRSPs)
*Pooled registered pension plans (PRPPs)

Tax treatment of contributions

Pension contributions made within the applicable limits are deductible from income.

There is a penalty tax of 1% per month for excess over-contributions made to an RRSP or a PRPP
(i.e. contributions in excess of CAD 2 000 over the applicable RRSP/PRPP limit). Over-contributions,
including those made within the CAD 2 000 over-contribution allowance, are not deductible from income.

Joint limits apply to individual and employer contributions to RRSPs, PRPPs, DPSPs and defined
contribution RPPs. Limits apply to pension benefits provided under a defined benefit RPP:

e Annual contributions of 18% of earnings are permitted to be made to an RRSP and defined
contribution RPP, up to a specified dollar limit (CAD 30 780 and CAD 31 560 respectively for 2023).
The earnings base for the limit is previous-year income for RRSPs and current-year income for
RPPs.

o Defined benefit RPPs are permitted to provide pension benefits of 2% of earnings per year of
service, up to 1/9t of the DC RPP limit per year of service (CAD 3 506.67 for 2023).

e Annual contributions to a DPSP are limited to 18% of earnings (current year income) up to one-
half of the defined contribution RPP limit (CAD 15 780 for 2023).

e The RPP and RRSP dollar limits are indexed to average wage growth.
The RPP and RRSP limits are integrated in order to provide comparable retirement savings opportunities
whether an individual saves in an RPP, an RRSP, a PRPP, a DPSP or a combination of these plans. This

is achieved through the pension adjustment (PA), which reduces an RPP or DPSP member’s annual RRSP
limit by the amount of annual RPP and/or DPSP saving.

e For defined contribution RPP members and DPSP members, the PA is equal to the sum of
employer and employee contributions.

o For defined benefit RPP members, the PA is an estimate of the contributions needed to fund the
annual benefit accrued under the plan (based on a pension cost factor of 9 multiplied by the annual
benefit accrued under the plan).

e PRPP contributions must be made within an individual's available RRSP limit.
Unused RRSP room is carried forward to future years.

In general terms, contributions to (or benefit accruals under) these plans must cease and
payments/withdrawals must commence by or after the end of the year in which the plan member attains
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71 years of age. In particular, an RRSP must be converted to a Registered Retirement Income Fund (RRIF)
for this purpose. While defined benefit RPP members may not accrue pension benefits after the year in
which they attain 71 years of age, employers may make any necessary contributions to a defined benefit
RPP that are required to ensure the plan is fully funded in respect of all members and retirees, including
those over age 71.

An individual who is 72 years of age or older, may, based on the individual’'s accumulated unused RRSP
room, contribute to a spousal RRSP until the end of the year in which the spouse reaches 71 years of age.

Tax treatment of returns on investments

Returns on investments are not taxed.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

Payments and withdrawals from pension and retirement savings plans are included in income for regular
tax purposes and taxed at the applicable rate. Income tax is generally withheld on such payments and
withdrawals.

Lump sum payments from an RPP, where they are permitted, generally are not treated differently than
periodic pension payments for tax purposes (i.e. they are included in income and taxed at the applicable
rate) except for the purposes of the Pension Income Credit (PIC) and pension income splitting (lump sum
amounts are not eligible). Where a lump sum amount is permitted to be transferred to another registered
plan or used to purchase an annuity (e.g. where a member terminates their membership in, or retires
under, an RPP), the transfer is tax-free (i.e. there are no immediate tax consequences). The transferred
amounts would be included in income for tax purposes when withdrawn from the receiving registered plan
or when received as annuity payments.

The PIC is a non-refundable tax credit provided on the first CAD 2 000 of eligible pension income. The
credit rate is 15% federally.

A pension income splitting measure permits seniors and pensioners to allocate up to one-half of their
eligible pension income to their spouse or common-law partner for tax purposes.

Eligible pension income for the PIC and pension income splitting includes periodic pension payments from
an RPP, regardless of the recipient’s age, and other types of pension income (i.e. income from an RRSP
annuity, RRIF, PRPP and DPSP annuity) as of age 65.

Generally, pension and RRSP assets may not be withdrawn tax-free, either in a lump-sum or on a periodic
basis. However, tax-free withdrawals from an RRSP may be made by first-time home buyers for the
purchase of a home or by those pursuing qualifying education or training programs, under the Home
Buyers’ Plan (HBP) and the Lifelong Learning Plan (LLP) respectively. Withdrawals are limited to
CAD 35 000 under the HBP and CAD 20 000 under the LLP. HBP and LLP withdrawals must be repaid to
an RRSP in regular repayments over a specified period, otherwise the repayment amount is included in
income for tax purposes. Since 1 April 2023, RRSP funds can be transferred to a Tax-Free First Home
Savings Account, subject to a lifetime limit of CAD 40 000, and then be withdrawn tax-free for the purpose
of buying a first home.
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Non-tax incentives

No such incentives.

Social treatment

Social programme contributions (Canada Pension Plan contributions and Employment Insurance
premiums) are not levied on employer contributions to an RPP, PRPP or DPSP, since employer
contributions to these plans are excluded from an employee’s earnings. Employee contributions to an RPP
or PRPP attract social programme contributions since such contributions are made out of an employee’s
earnings. Contributions to an RRSP, which are generally made out of employment or self-employment
earnings, attract social programme contributions.

Social programme contributions are not levied on pension income.

Tax treatment of pensioners

Public pension benefits (Canada Pension Plan and Old Age Security (OAS) benefits) are included in
income for regular tax purposes and taxed at the applicable rate, with the exception of the Guaranteed
Income Supplement (GIS), which is a non-taxable supplement to OAS provided to low-income seniors.

The Age Credit is a non-refundable tax credit provided to individuals aged 65 and over on an amount of
CAD 8 396 for 2023. The credit amount is reduced by 15% of income over a threshold of CAD 42 335 (for
2023) and is eliminated when income exceeds CAD 98 309 (for 2023). Both the credit amount and the
income threshold are indexed to inflation annually.

Perspective of the employer

Employer contributions to an RPP, a PRPP or a DPSP are deductible for the employer for income tax
purposes.

Social programme contributions (Canada Pension Plan contributions and Employment Insurance
premiums) are not levied on employer contributions to an RPP, PRPP or DPSP, since employer
contributions to these plans are excluded from an employee’s earnings.
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2.5. Chile

Structure of the asset-backed pension system

=l Mandatory, personal

*Mandatory individual accounts

=l VOluntary, personal

*Voluntary pension savings (Ahorro Previsional Voluntario, APV)
*Agreed deposits (Depdsitos Convenidos)

==l \oluntary, occupational

Collective voluntary pension savings (Ahorro Previsional Voluntario
Colectivo, APVC)

Tax treatment of contributions

Members of the pension system contribute 10% of their salary to mandatory personal accounts. These
contributions are tax-exempt. There is an upper limit for the salary taken into account for contributing to
the system of 81.6 UF."3

Members may also contribute to voluntary accounts. These contributions are tax-exempt up to a certain
limit. Regarding contributions to APV or APVC, there are two tax regimes available for members:

e Regime B: contributions are tax-exempt, up to a limit of 50 UF per month or 600 UF per year. Under
this regime, voluntary contributions are deducted before taxation.

e Regime A: contributions are not deducted before taxation, but individuals are entitled to a matching
contribution by the government of 15% of yearly voluntary contributions, with a limit of 6 UTM.™

Agreed deposits are contributions settled between the employer and the worker. These savings may only
be withdrawn upon retirement and they are not subject to taxation up to a maximum of 900 UF per year.
Contributions above this limit are taxed at the individual’'s marginal rate of income tax.

Tax treatment of returns on investments

Returns on investments are not taxed in general.

Workers making voluntary contributions under regime A, withdrawing the funds and not using them to
complement their mandatory pension, pay taxes upon withdrawal on the yield obtained from the amount
withdrawn, at the individual’s marginal rate of income tax.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

'3 The UF (Unidad de Fomento) is a price-indexed unit of account.

4 The UTM is a unit for taxation purposes.
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Tax treatment of pension income

Pension income is subject to income tax.

Upon retirement, pensioners who can finance a pension greater 12 UF and greater than 70% of the
average monthly taxable wage over the last ten years, are entitled to withdraw the surplus as a lump-sum
payment (i.e. funds remaining in the individual account after calculating the necessary savings to obtain
the aforementioned pension). This available surplus is tax-exempt up to a maximum annual amount
equivalent to 200 UTM, and the total exemption may not exceed 1 200 UTM. If members choose to
withdraw the entire surplus in one year, the maximum exemption is 800 UTM. This exemption applies to
all savings (mandatory and voluntary) made at least 48 months prior to retirement.

In the case of agreed deposits, if an individual contributed more than 900 UF in a year, upon withdrawal at
retirement, only the returns are taxed on the portion corresponding to the excess over 900 UF (to avoid
double taxation since contributions in excess of 900 UF have already been taxed).

Workers may fully or partially withdraw the balance accumulated through voluntary contributions at any
time, not only upon retirement. Contributions under regime B are subject to a special additional tax and
considered income for the year the withdrawals were made. The special additional tax is calculated
differently depending on the time of the withdrawal:

e Withdrawal before meeting the conditions for retirement: The withdrawal is subject to one-off
additional tax at the time of withdrawal at a rate between 3% and 7%. This rate is calculated as
0.03 +[1.1 x (ICR - ISR)/R] where ICR corresponds to the amount of income tax that the individual
would have to pay by adding the withdrawal to other taxable income for the fiscal year; ISR
corresponds to the amount of income tax that the individual would have to pay if no withdrawals
were made; R corresponds to the amount of the withdrawal.

e Withdrawal for pensioners or those who are eligible for retirement: The withdrawal is subject to
one-off additional tax at the time of withdrawal at a rate calculated as (ICR - ISR)/R.

Contributions under regime A are not subject to the additional tax described above. In the case of
withdrawal of funds before retiring, the worker loses the government matching contribution and pays tax
on investment return. If voluntary contributions under regime A are used to complement the mandatory
pension, the part of the pension financed with these voluntary savings is deducted before taxation.

Non-tax incentives

Workers between 18 and 35 years old with an income lower than 1.5 times the minimum wage are entitled
to a government matching contribution for the first 24 contributions to the pension system. This contribution
consists in two payments: a subsidy to employers for hiring this type of workers and a direct contribution
to the worker’s pension account of the same amount. The matching contribution is equivalent to 50% of
the mandatory contribution of the worker if the wage is lower than or equal to the minimum wage; or 50%
of the mandatory contribution over the minimum wage if the wage is greater than the minimum wage and
lower than 1.5 times the minimum wage.

Women aged 65 or older are entitled to a government subsidy for each child alive at birth. The subsidy is
equivalent to 18 months of contributions over the minimum wage at the moment of the birth of the child,
invested in fund type C since 2009 or since the birth of the child, whichever is later.

Workers making voluntary contributions under regime A (usually low-earnings workers whose wages are
either exempted from income tax or have a low income tax rate) are entitled to a government matching
contribution, corresponding to 15% of the yearly contributions, subject to a limit of 6 UTM. If the member
withdraws the funds before retirement, the matching contribution is lost. It is not required to contribute to
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the mandatory system in the same month to get the matching contribution but only members of the pension
system may contribute to voluntary accounts.

Social treatment

Social contributions are levied over the gross salary. There is a maximum salary for social contributions of
81.6 UF. Pension contributions are part of the social security contributions.

Pensioners in the 80% poorest share of the population are exempted to contribute for health coverage,
while the remaining 20% are required to pay 7% of their pension income for health coverage.

Tax treatment of pensioners

The universal guaranteed pension is taxed at the individual’s marginal rate of income tax.

Perspective of the employer

Agreed deposits and contributions to APVC are considered as an expense for the employer and therefore
reduce corporate income tax.

2.6. Colombia

Structure of the asset-backed pension system

=l Mandatory, personal

*General Pension System (GPS): funded private DC scheme

==l \/oluntary, personal

*Beneficios Econdmicos Periddicos (BEPS)
*Voluntary private pension schemes

The General Pension System (GPS) is a mandatory system with two competing schemes: the public
pension scheme and the private pension scheme. Insured individuals must contribute to either the public
or the private pension scheme and may switch membership every five years up to the last ten years before
retirement.

Tax treatment of contributions

Mandatory contributions to the GPS paid by the employee and the employer are considered as income
that cannot be considered as taxable income.'®

The tax treatment of voluntary pension contributions depends on the type of voluntary contributions made.

15 Article 56, Colombian Tax Statute.
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Voluntary contributions made by the individual to the private pension fund also receiving their mandatory
contributions are considered as non-taxable income. They cannot exceed 25% of the annual taxable
income up to 2 500 UVT annually.'® ”

Contributions to voluntary pension funds and private pension insurance premiums have a different tax
treatment. These contributions can be made by any person, regardless of the mandatory pension regime
that they are member of (private or public). Voluntary contributions made by the member, the employer, or
the independent worker are considered as tax-exempt income. Together with the contributions to the
Savings Accounts for the Promotion of Construction (AFC), they cannot exceed 30% of the annual taxable
income up to 3 800 UVT annually.'® These contributions must remain in the chosen fund for a period of at
least 10 years.

Withdrawals of contributions before 10 years lose the benefit of the tax-exempt income and the fund or
entity must charge the member with the corresponding tax. The 10-year limit does not apply when the
taxpayer retires, so that once the member becomes a pensioner, s/he can withdraw those contributions at
any time without losing the benefit initially claimed. The 10-year limit does not apply either when
withdrawals are made to purchase a home, either through a mortgage or without financing.

The partial or total withdrawal of voluntary contributions, made for a purpose other than obtaining a higher
pension benefit or an early pension, constitute taxable liquid income for the individual and the respective
managing company will make the withholding tax at the rate of 35% at the time of withdrawal. '

Moreover, the sum of all exempt income and deductions cannot exceed 40% of gross income less health
and pension contributions up to 5 040 UVT annually.

Tax treatment of returns on investments

The investment returns on pension fund assets are exempt from income tax.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

The sum of mandatory (public or private) and voluntary pension benefits is exempt from income tax unless
the aggregate monthly benefits are over 1 000 UVT.?°

Non-tax incentives

The Beneficios Econémicos Periédicos (BEPS) programme allows some of the lowest income groups to
voluntarily contribute to the GPS, as long as they are affiliated to either the private or the public component
of the GPS. At retirement, individuals receive a 20% matching contribution from the government. The

16 The value of each tax unit (Unidad de Valor Tributario or UVT) is equivalent to COP 38 004 for fiscal year 2022.
7 Article 55, Colombian Tax Statute.

'8 Article 126-4, Colombian Tax Statute.

19 Article 55, Colombian Tax Statute.

20 Article 206-5, Colombian Tax Statute.
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government matching contribution is only deposited in the pension account when the individual retires and
therefore does not accrue interests during the accumulation phase.?’

For the public component of the GPS, individuals eligible for the BEPS programme are those who could
not complete all the weeks required to become beneficiaries of a pension income and have reached the
age of retirement, or those who cannot contribute on the basis of a minimum salary.

For the private DC component of the GPS, members who cannot accumulate the minimum capital to
become eligible for the minimum pension guarantee are eligible for the BEPS programme.

Social treatment

Contributions to private pension funds come from a base salary and are therefore subject to social
contributions.

Private pension income is subject to health care contributions. A rate of 12% is applied to pension benefits
to contribute to the health care system, which is lower than the rate applied when the member is an
employee (12.5%, of which 8.5% is paid by the employer). However, this 12% must be fully paid by the
member.??

Tax treatment of pensioners

The sum of mandatory and voluntary pensions is tax exempt unless the aggregate monthly benefits are
over 1000 UVT.%

Perspective of the employer

The contributions made to institutional plans in an annual amount per employee of up to 3 800 UVT
represent a deductible expense for the contributing firm.2*

2.7. Costa Rica

Structure of the asset-backed pension system

Mandatory, personal

*Mandatory supplementary pension scheme (ROP)

=l \/Oluntary, personal

*Voluntary personal pension schemes

21 Article 87, Law 1328 of 2009.

22 Article 17, Law 100/1993.

23 Article 206-5, Colombian Tax Statute.
24 Article 56, Colombian Tax Statute.
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Tax treatment of contributions

Employees’ contributions to the mandatory scheme (ROP) are not tax-deductible, while employer
contributions are not included in the employee’s taxable income.

Individual and employer contributions to voluntary plans are exempt from income tax up to 10% of the
gross monthly income of the employee, or 10% of the annual gross income for individuals with gainful
activities.?®

Tax treatment of returns on investments

There are no taxes levied on investment returns. According to Law No. 7983 (Worker Protection Law) and
Law No. 7092 (Income Tax Law), there is an exemption from income tax for interests, dividends, capital
gains and any other benefits produced by the values in national currency or in foreign currency, in which
the authorised entities invest the resources of the managed funds.?®

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

Whenever the sum of the benefits from the Basic Contributory Pension Regime (Seguro de Invalidez,
Vejez y Muerte, “IVM”), the ROP and the voluntary pension schemes exceeds CRC 941 000, the affiliate
must pay taxes at the marginal rate of income tax.?” .

Non-tax incentives

No such incentives.

Social treatment

Social security contributions are calculated on the gross salary of the worker. Therefore, employees’
contributions to the mandatory scheme (ROP) are not exempt from social charges.

Individual and employer contributions to voluntary plans are exempt from the payment of social charges
up to 10% of gross monthly income, or 10% of the annual gross income for individuals with gainful activities.

The social charges that are exempted are the following: Costa Rican Social Security Fund (“CCSS”);
National Institute of Learning (“INA”); Mixed Institute of Social Aid (“IMAS”); Social Development Fund and
Family Allowances (“FODESAF”); and, Banco Popular y de Desarrollo Comunal.?

25 | aw No. 7983, Worker Protection Law, Article 71.

26 |Law No. 7092, Income Tax Law, Article 28 bis, subsection 1). Regarding this regulation, income and capital gains
obtained by pension funds and benefit plans, as well as the Labour Capitalization Fund (FCL) - referred to in article 2
of Law No. 7983, Worker Protection Law — are exempt. Likewise, the income and capital gains obtained by the special
pension regimes, referred to in Article 75 of Law No. 7983, Worker Protection Law, are exempt.

27 Law No. 7092 Income Tax Law, Article 33, 27 ter, subsection iii; and Article 32, subsection ch.

28 Regarding the aforementioned contributions to INA, IMAS, FODESAF and Banco Popular, these contributions are
called “para-fiscal charges”, depending on the specific destination that must be given to these resources, since they
do not enter the single State Treasury fund; rather, they provide income directly to the beneficiary public institutions,
in order to contribute to the fulfilment of the objectives and goals of each institution.
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Social security contributions are not levied on pension income from mandatory and voluntary schemes.

Tax treatment of pensioners

Costa Rica has a multi-pillar pension system, whenever the sum of the payments of each pillar exceeds
CRC 941 000, the affiliate must pay taxes at the marginal rate.?® However, non-contributory pensions are
tax exempt.

Perspective of the employer

To calculate the income tax and the charges on the payroll, the contributions to the Mandatory
supplementary pension scheme (ROP) are considered deductible expenses to determine the taxable
income by the employer.

Employers who have entered into a contribution agreement with workers for a voluntary supplementary
pension scheme according to Law No. 7983 (Workers Protection Law), may consider such contributions
as deductible expenses for the purpose of calculating the income tax of their company or business.°

2.8. Czech Republic

Structure of the asset-backed pension system

Voluntary, personal

*Supplementary pension insurance scheme: transformed funds
*Supplementary pension savings scheme: participating funds

Note: Transformed funds have been closed to new entrants since January 2013.

Tax treatment of contributions

Individuals’ contributions into supplementary pension schemes are paid from after-tax income.
Contributions of CZK 300 up to CZK 1000 a month are matched by government contributions.
Contributions above CZK 12 000 a year are tax-deductible up to CZK 24 000 a year.

Employer contributions into supplementary pension schemes are not considered as taxable income for the
employee up to CZK 50 000 a year. Above they are taxed as income.

Tax treatment of returns on investments

Returns on investment are not subject to income tax during participation in the system but taxed according
the rules described below in out payments from the system.

29| aw No. 7092 Income Tax Law, Article 33.
30 | aw No. 7983, Worker Protection Law, Article 70.
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Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

If the participant would like to withdraw money and the conditions for lump sum or pension are not met,
this closes the contract and any government contributions are returned to the government, and if the
participant in such a case used tax incentives, the amount previously deducted must be taxed.®' In addition,
the returns on investments and employer contributions are taxed at 15%.

Annuities are tax-free, including when withdrawn up to 5 years before the official retirement age.
Programmed withdrawals for more than 10 years are tax-free. They are otherwise taxed as income. Lump
sums are taxed at 15% but the tax base consists only of the returns on investments and employer’s
contributions paid after January 2000.

Non-tax incentives

Individuals’ contributions made into supplementary pension schemes are matched each month by the
government as follows:

e CZK 230 if the individual contributes at least CZK 1 000.

e CZK 90 + 20% of the amount above CZK 300 if the individual contributes between CZK 300 and
CZK 999.

¢ Nothing if the individual contributes less than CZK 300.

Employer contributions cannot be matched. The government contributions are not subject to income tax
and social contributions.

Social treatment

Individuals’ contributions above CZK 12 000 per year and up to CZK 24 000 are not included in income
subject to social contributions.

Social contributions are not levied on employer’s contributions up to the limit of CZK 50 000 per year.

Social contributions are not levied on pension income.

Tax treatment of pensioners

Old-age public pay-as-you-go pensions are not taxed up to a value of 36 times the minimum wage.
Taxpayers can claim a tax credit of CZK 24 840 per year. Since 2014, the tax credit can also be claimed
by individuals receiving an old-age public pension.

Perspective of the employer

Employer contributions into supplementary pension schemes are deductible from corporate tax - more
precisely they constitute expenses for tax purposes.

Social contributions are not levied on employer’s contributions up to the limit of CZK 50 000 per year.

311t is not possible to withdraw a lump sum before the age of 60. Early withdrawal is possible as an annuity or
programmed withdrawal up to 5 years before the official retirement age.
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2.9. Denmark

Structure of the asset-backed pension system

=l Mandatory, occupational

*Supplementary earnings-related pension scheme (ATP)

=d Quasi-mandatory, occupational

+Collective agreement pension plans
«Company pension plans

=l Voluntary, personal

*Voluntary personal pension plans

Quasi-mandatory occupational plans and voluntary personal plans can run three different kinds of
schemes: age savings / lump sum (Aldersopsparing), programmed withdrawal (Ratepension/Ophgrende
livrente) or life annuity (Livrente).

Tax treatment of contributions

Employer contributions are not considered as taxable income to the employee.

In age savings, individual contributions are subject to labour market tax and income tax. There is a
contribution limit of DKK 8 800 in 2023. The last seven years before retirement age, the contribution limit
is increased to DKK 56 900 per year.

For all the other plans, employee/individual contributions are deductible from income tax but still subject to
the labour market tax:

e ATP: contributions are income tax-exempt.
e Programmed withdrawal: contributions are tax-exempt up to DKK 60 900 (2023).
e Life annuity: all contributions are tax-exempt.

In order to keep up the pension saving incentives and avoid the interaction problem with income-related
government pensions and housing support, an extra tax exemption was introduced in 2018. For pension
savings up to DKK 77 900 (in 2023) per year (employer and employee contributions, except in age
savings), an extra exemption of 32% is obtained the last 15 years before retirement. For pension savers
with more than 15 years to retirement the extra exemption is 12%. In other words, the tax exemption is
132% or 112% of contributions instead of 100%.

For self-employed persons, up to 30% of the profits of the company in the year can be deducted.

Persons aged at least 55, who have been self-employed or a majority shareholder in a business for at least
10 of the last 15 years can choose to deposit the taxable profit from the selling of their business or shares
into a so-called termination pension scheme, up to DKK 3 054 700 (in 2023). The tax payment on the
profits is then postponed from year of the sale of the company to the years when the pension is received.
The contribution is tax-exempt in the year of contribution or sale.
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Tax treatment of returns on investments

Returns are subject to taxation, regardless of the form of the pension scheme. Returns are taxed yearly at
a fixed rate of 15.3%. Returns include dividends, interests and changes in the market value of the assets.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

For ATP, programmed withdrawal and life annuity schemes, pension income is subject to personal income
tax but not to labour market tax.

Pension income from age savings schemes is tax-exempt and does not affect entitlements for the housing
support and public pensions.

If an individual chooses to withdraw assets from programmed withdrawal (Ratepension) or life annuity
schemes before retirement age, the sum will be normally taxed at a fixed rate of 60%. This does not apply,
however, in cases of one-off payments due to death or life-threatening iliness. In these cases, taxation is
40%.

Premature withdrawal of assets from lump sum savings is taxed at a fixed rate of 20%. Withdrawal of
assets before retirement age related to e.g. death, life-threatening illness or disability are not premature
and thus tax exempt.

Non-tax incentives

No such incentives.

Social treatment

No such contributions.

Tax treatment of pensioners

Public basic old-age pension is like income from pension saving, subject to personal income tax but not to
labour market tax.

Perspective of the employer

Contributions made by employers are, like other parts of salaries, fully tax deductible as expenses.
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2.10. Estonia

Structure of the asset-backed pension system

== Mandatory, personal

» Mandatory funded pension

Voluntary, personal

» Supplementary funded pension

Tax treatment of contributions

In mandatory pension plans, only employee contributions and government matching contributions are
possible. Employee contributions (2% of the gross salary withheld by the employer) are fully tax-deductible.
Government matching contributions (4% of the gross salary) are not considered as taxable income to the
employee. They are paid from the employer’s social contributions (20% for pension insurance and 13% for
health insurance). From 1 January 2021, members of the mandatory funded pension system can suspend
their contributions at any time. They can resume contributions after ten years.

Individuals receive a non-refundable tax credit on their contributions to voluntary pension plans
corresponding to 20% of the contributions made during the year, up to 15% of gross income or EUR 6 000.
The EUR 6 000 limit applies to the total employee and employer contributions. Contributions are otherwise
taxed at the fixed income tax rate (20%). The tax credit only applies to contracts opened for at least five
years when the individual reaches the retirement age.*

Employer contributions to voluntary pension plans are considered as a part of the employee’s salary and
are not subject to personal income tax as long as they do not represent more than 15% of the individual’s
gross income, up to EUR 6 000. As the 15% and EUR 6 000 limits are common to employee and employer
contributions, any employer contribution reduces the available room for individual contributions entitled to
the tax credit.

Tax treatment of returns on investments

Returns on investments are not taxed.

Tax treatment of funds accumulated

There is no ceiling on the lifetime value of private pension funds. No tax applies on funds accumulated.

Tax treatment of pension income

The taxation of pension payments from the mandatory funded pension system depends on the l